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China: Far and Near,
Same and Different
BY GARY BU RNISON
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rom my childhood vantage point of a
small town in Kansas, in the middle of the
United States, nothing was more distant or unfamiliar than China. I knew it only from history books and
the big world map mounted on the classroom wall. I’d
stare at that map, my eyes tracing the travels I dreamed
of making one day, always coming back to the huge land
mass of China.
Flash-forward several decades and many life experiences, and I’ve had several opportunities to visit China,
including one summer when I temporarily relocated my
“headquarters” to Asia to more fully immerse myself—and
our people and business organization—in the region
across different cultures, time zones and contexts.
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In a word, I loved China—its vast history through successive dynasties; its
rich culture and unique customs; and its people, who were just as eager to reach
“west” toward me as I was to stretch “east” toward them. Unfamiliarity soon
turned to curiosity, and understanding to appreciation.
It is impossible to capture the depth of my experiences in China, let alone
the enormousness of this nation of nearly 1.4 billion people, home to the world’s
second-biggest economy. In his book, “China in Ten Words,” Yu Hua wrote: “If
I were to attend to each and every aspect of modern China, there would be no
end to this endeavor, and the book would go on longer than ‘The Thousand and
One Nights.’ ” I face the same challenge in this column.
The best way for me to convey China—what I have experienced and what
Westerners should know about doing business in or with this economic and
political superpower—is through stories.
I came to appreciate the Chinese way of thinking that is grounded in
Confucian philosophy, especially around harmony, on a trip to China several
years ago. I started feeling ill on the long flight over, and by the time I reached
Shanghai I was flat on my back. The doctor who came to my hotel room, and
who spoke excellent English, blended traditional Chinese medicine of herbs and
acupressure with a Western approach of antibiotics. I was on my feet in no time.
Curiosity runs both ways. A taxi driver in Shanghai wanted to know how the
Chinese New Year was celebrated in the United States (this year, the Year of the
Monkey, began Feb. 8). In China, the holiday spans 10 days, a period during which
many people return to their home provinces. When hearing that Americans, as a
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whole, do not celebrate the Chinese New Year—that
the West doesn’t follow the Chinese lunar calendar—
the shocked driver nearly drove into the curb.
These very simple examples bring home the profound fact that China’s roots are very different from
Europe’s heritage and the Judeo-Christian culture
of the United States. It is these very differences that
have drawn Western visitors since the 13th century,
when Marco Polo followed the Great Silk Road from
Europe through Asia to China, where he encountered the marvels of the court of Kublai Khan.
Today, the trade and business links between
China and the West are stronger than ever. Consider that by 2018, China is expected to surpass 34
European nations in its spending on research and
development. Global pharmaceutical giants—inwas his wife’s birthday—suddenly 40 people gathcluding Johnson & Johnson, Sanofi, Bayer, Novartis
ered to celebrate with them. (Such experiences have
and Roche—have invested heavily in R&D centers
prompted my colleagues and me to think about how
in China. As the country’s economy increasingly
we can be better hosts back in the States for visitors
evolves from mostly manufacturing and export to
from other countries.)
consumption-based services, new opportunities
Yet, there are also many ways in which East and
will open for doing business in and with China—
West are alike. This, too, was brought home to me
especially for those with a global perspective and
in personal experiences, such as
an insatiable curiosity that emwhen I was invited to be a guest
braces cultural diversity.
“As the country’s
As the leader of a global orgaeconomy increasingly lecturer at the prestigious China
Europe International Business
nization—now, after combining
evolves from mostly
School (CEIBS). My audience was
with Hay Group, having a sizable
manufacturing and
an attentive group of ambitious
and important business presence
in China and the rest of Asia—I
export to consumption- students pursuing executive
education, including MBA and fihave learned to sidestep my
based services,
nance degrees. I was immediately
Western tendencies. I understand
new opportunities
reminded of a similar classroom
the cultural values of saying
will
open
for
doing
I had spoken in not long before at
less instead of more, and the
Northwestern University’s Kellogg
importance of nuance and the
business in and with
nonverbal. While the ability to
China—especially for School of Management.
From Shanghai to Chicago,
articulate ideas extemporanethose with a global
there is a new generation of highously is valued in the West, in
perspective and an
potential talent with a global
China more emphasis is placed
perspective. They are motivated
on thorough preparation, as eviinsatiable curiosity
denced by the Chinese business
that embraces cultural by many of the same things, including advancing themselves and
leaders who come to meetings
diversity.”
their knowledge in order to make
with thick binders separated by
a bigger contribution to their organizations.
color-coded tabs.
For them, like a young boy growing up in Kansas,
Trust takes longer for an outsider to build, but
the world is depicted by different colored blocks on
loyalty, once earned, is treasured. And nowhere have
a map. But across the expanse of a planet that is
I been hosted more warmly and enthusiastically
shrinking through globalization, there are more ways
than in China, where my family and I were welthan ever to reach across those artificial lines called
comed and entertained—including on the weekends.
borders and grasp a hand that is reaching back to
This experience was not mine alone as the CEO.
greet and welcome you. 
While a colleague was in China, his hosts learned it
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The Culture
of Engagement
Finding Common Ground to Keep a Team
(and a Company) Together

C

EOs these days are under multiple pressures—
to produce profits and create shareholder value, to innovate,
to differentiate their companies from competitors, to attract
and retain top talent and to secure “buy in” for a corporate vision,
strategy and set of values. But the central foundational task—to
build and sustain a unified, cohesive workplace—is often the
hardest to achieve by even the most gifted CEO.
“Markets are driven by competition and self-interest, whereas
people are brought together in organizations or companies out of
shared interest,” said Mark Royal, a senior principal at Korn Ferry’s
Hay Group. “In theory, we bring activity under organizational umbrellas to join people in a larger team effort where commonality
of interest breeds cooperation. In real life it doesn’t always work
out that way.”
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ndeed, real life intruded dramatically in 2000
at Akamai Technologies, a high-flying startup in
Cambridge, Mass., and the young company’s thenCEO George Conrades had to find a way to unify the
workforce.
The bursting of the dot-com bubble in 2000 staggered
Akamai, and the innovative Internet content-delivery
firm, founded just two years earlier, saw its stock
plummet so low that it was nearly delisted from the
Nasdaq. Conrades was forced to initiate layoffs and figure
out a path forward through the chaos. Akamai suffered
another severe setback the next year when its co-founder
and spiritual leader, Daniel Lewin, was killed on Sept. 11.
Lewin was aboard the first ill-fated flight that crashed
into the World Trade Center. His death was a devastating
shock to the young company. Struggling to get traction,
Conrades was forced to come up with a plan to reunify
the fractured firm.
Creating unity can be challenging even when a company is thriving. But when it is under severe stress, the
challenge goes much deeper.
“We held multiple ‘town halls’ with employees where
I reinforced the importance of making Akamai successful
in Danny’s memory and asked four questions,” Conrades
recalled: “ ‘Do you still believe in the big idea, the mission,
that we can make the Internet faster, more reliable and
secure?’ They did. ‘Does our technology work to support
the big idea?’ The answer was yes. ‘Does the business
model make sense?’ We were able to demonstrate, by
sharing graphs of sales, revenue and bottom-line data
monthly, that we were on the road to profitability. And,
finally, ‘Do you like your fellow employees?’ People would
laugh and start hugging the person next to them.”
“The idea,” added Conrades, “was that we had the
right vision, the right technology and a great team to get
us through a tough time.” The answers to his questions

8

helped hold the company together. While many other
startups would have folded under the pressure, Akamai
eventually turned a corner and became highly successful,
the leader in its market space. Today, Akamai has annual
revenues of greater than $2 billion and is considered a
highly desirable place to work.

Finding a Shared Interest

Royal identified several keys to building unity from the
boardroom to the mailroom.
“Consensus requires clarity around a broad organizational direction,” he said. “What is our mission at the
highest level? People don’t get out of bed in the morning
to maximize share price. They get out of bed to make a
difference. Giving people a collective purpose, and a sense
that they are in it together, is critical.
“But you also need to align personal incentives to
keep people invested in organizational goals,” added
Royal. “Employees need to see how their efforts in
working toward those goals will impact their compensation, their growth opportunities and their futures.
Leaders must be able to relate the broad organizational
mission to the individual employee’s world. What does
this mission or strategic goal mean for our company,
our team and for me?”
The larger and more far-flung the organization, of
course, the bigger the challenge.
Royal pointed to Novartis, the pharmaceutical
giant, as a company that has succeeded in bringing
unity of purpose to a very large and disparate work
force. Former Novartis CEO Daniel Vasella has said
that the key questions are, “What does everybody have
in common? And how can we strengthen this and communicate this? What we have in common is primarily
the purpose of the company.”

B R I E F I N G S

The Culture of Engagement

Filling In the White Space

The Right Kind of Competition

“Corporate culture,” said Royal, “fills in the white space
around formal plans and systems. If you carefully
manage and shape the culture, it reinforces formal messaging about direction and helps employees understand
how they can help the company move forward.”
How can companies fill in that white space?
“CEOs and senior leaders have to shape the culture,”
added Royal. “It’s shaped by how leaders talk about
the mission, the stories they tell, the key values they
articulate and the heroes they create. How they reward
and recognize employees also influences the culture. If
leaders talk about the importance of collaboration, but
only promote strivers and Type A personalities, they’re
sending a mixed message.”

Illustration by MICHAEL AUSTIN

“People don’t
get out of bed in
the morning to
maximize share
price. They get out
of bed to make a
difference.”
When senior management is inattentive to the need
for strong communication from the top flowing through
the organization, or there’s a disconnect between the
work culture they say they’re striving for and the one that
exists, the resulting vacuum allows people to create their
own narrative, which can be divisive. Just ask Amazon’s
founder and CEO, Jeff Bezos.
In 2015, a scathing New York Times story described a
brutal work environment at Amazon, one that sounded
like something out of “The Hunger Games.” Whether
or not the portrayal was fair, the public indictment by
numerous employees suggested that Amazon’s leadership
had lost control over the corporate culture. Bezos, who
often described the culture as “friendly and intense,”
told The Times, “I don’t think any company adopting the
approach portrayed could survive, much less thrive, in
today’s highly competitive tech hiring market.” Amazon
certainly is thriving.
But the highly public point/counterpoint debate over
its culture was a black eye on a famous brand. Though
Bezos, in response, urged employees to speak up about
problems, some, talking with reporters, wondered if their
concerns would fall on deaf ears.
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While unity is unquestionably a desirable organizational
attribute, competition, which is a naturally divisive force,
can bring out the best in people—the best ideas and the
best performance—and is often used within organizations to drive creativity. Steve Jobs was famous for
instilling such creative tension at Apple.
Competition among corporate teams, or within them,
can be positive, said Royal, provided it is organizationdriven and people are motivated by the organization’s
best interests.
“As long as people feel they’ve been heard, that their
effort was valued, internal competition doesn’t need to be
divisive,” he said. “Where competition is self-interested and
driven by personal goals, it’s more likely to be negative.”
“Leaders should foster debate and be personally
engaged in finding common ground,” said Akamai’s Conrades, who today is the company’s chairman. “Conflict
left untended can be very damaging. You have to create
an environment where people can argue their assumptions and feel it’s safe to speak up. But the leader has to
keep the debate from becoming personal. You can do that
by always bringing the discussion back to the mission.
That should be where the common ground is.”
Journalist Charles Duhigg, author of the new book
“Smarter Faster Better: The Secrets of Being Productive in
Life and Business,” took a close look at Project Aristotle,
a five-year effort (and counting) by Google to determine
how to build the perfect team. Because an organization
is, fundamentally, a team writ large, what Google has
learned has important implications for how to unify
people behind a common corporate vision or mission.
And what it has learned reinforces what Royal has observed, and turns some basic assumptions on their heads.
For example, putting all of your best and brightest on a
team does not necessarily translate into teamwork. One of
the markers of a successful team turned out to be that each
member spoke roughly the same amount. The implication
was that “being heard” was more important than carrying
the day—it raised the team’s “collective intelligence.” Also
essential was having a team leader who “let the team members know how their work fit into Google’s larger mission.”
“What Project Aristotle has taught people within
Google,” wrote Duhigg, is that “[w]e can’t be focused just
on efficiency. Rather, when we start the morning by collaborating with a team of engineers and then send emails
to our marketing colleagues and then jump on a conference call, we want to know that those people really hear
us. We want to know that work is more than just labor.”
“To create unity, leaders have to show they are human
and that they care,” added Conrades. “If people know you
care about them, they will follow.” 
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BY CAREN FLEIT

Customer-Centric
CMOs Leading
the Charge

T

he role of the chief marketing
officer has changed radically in

just the last five years. Digital transformation and
the availability of big data, when embraced and properly
leveraged, enable companies to know, understand and
engage their customers like never before. Customercentric companies are strategically positioned to emerge
as the winners in this new world order—and within
these companies, very often the CMO is asked to
lead the customer-centric agenda and orchestrate the
organizational alignment required to put the customer at
the center of everything.
While this change has spawned great opportunities,
it has also created challenges for CMOs. Customers
are empowered as never before, and they know what is
possible, thus creating high expectations that companies
must address. Cutting-edge marketing departments are
leading the charge in interpreting customer data and
teasing out meaningful insights to drive
their businesses and create measurable
Caren Fleit is
results. Indeed, marketing is no longer a
Senior Client Partner,
Leader, Global
cost center but a revenue generator.

Marketing Center of
Expertise, Korn Ferry
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Customer-Centric CMOs Leading the Charge

C

MOs need to leverage data to shape
initiatives that affect all interactions with
customers. The CMO must become a customer
steward instead of a brand steward. And creativity,
while still a hallmark of marketing, must be validated
by data and connected to results. The days of a mass
approach to brand awareness and loyalty are over;
things have moved from blanket communication to
two-way, real-time personalized communications with
customers. The focus must be on creating a seamless,
omnichannel experience across all communication and
purchase channels.
The CMO must thoroughly understand what digital
transformation means. Digital is not an end unto itself
but rather a means to an end. Digital technology can

boost a business, but having data and knowing the latest
“cool” digital means of connecting to consumers is not
enough. Using digital technology to derive the right insights is critical. Marketing leaders must find innovative
ways to listen to customers and use that information to
create products and services that engage them.
Consider some of the most customer-centric
companies—Amazon, Apple, Starbucks, USAA, Walgreens—all of which share a data-driven, analytical
approach to understanding their customers. Early
adopters of leveraging digital technology to glean
insights and customize customer approaches, they have
created successful, customer-centric business models.
These companies have made it their business to know
their customers and adapt to their evolving needs.

EVOLUTION OF THE ROLE:
FROM “MARKETER” TO KEY BUSINESS DRIVER

Customer lifetime value

“Pushing” product/brand

Two-way, immediate, personalized
communication

Blanket communication

Omnichannel, customer-centric
experience

Mass approach to create brand
awareness and loyalty
Brand steward
Creativity rules
Cost center
Chief marketing officer

Customer steward
Creativity must be validated by data
Revenue generator
Chief customer officer/
Chief customer experience officer/
Chief growth officer
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Customer-Centric CMOs Leading the Charge

Our research has shown that if organizations want CMOs who can lead
a customer-centric business agenda and be effective in this digitally
transformed world, they will need leaders who have more than just the
right set of experiences. They will also need to ensure that they have a
differentiating set of leadership competencies:
of ownership and rewarding excellence. And
they ensure execution, redirecting efforts when
goals change or aren’t met, and holding people
accountable for their work. Successful CMOs
must do all of this while developing a team that
is directly connected to creating revenue and is
linked to the company’s overall objectives.

Customer-centric marketing
leaders must be capable of
bringing together the entire
organization and working
seamlessly across traditional
organizational silos.
In many cases, the CEO puts the CMO in
charge of a huge organizational change: to shift
the company from a focus on products, sales
and/or operations to a focus on the customer.
Creating this new mindset is a paradigm shift
and cannot be done by the CMO alone. He
or she needs support from the top, but to be
successful, that is not enough. The CMO must
also build effective relationships; be empathetic,
and relate to and maintain relationships with
others regardless of their level, personality or
background. The CMO must inspire trust by
modeling integrity, treating others fairly and
delivering on commitments. And it is critical
that he involve others in decisions and plans
that affect them, address and resolve conflicts
directly and constructively and focus on
issues rather than people in order to promote
collaboration across the organization. To
become truly customer-centric, the entire
company needs to be aligned.

The CMO must build the
right team and maximize
performance.
Customer-centric CMOs put significant focus
on developing talent—coaching and guiding,
planning succession and hiring, and promoting
diversity. They identify the employees with the
most learning agility so that they can create
specific career tracks, understanding which
of the “specialists” can become “generalists”
over time. They engage and inspire their team,
encouraging high standards, fostering a sense
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These leaders drive customercentric revenue strategies
They foster a customer-focused environment,
leveraging data that allow them to really know
their customers and to anticipate their needs.
They combine data with insightful judgment to
innovate and create new paradigms, integrating
useful information, making decisions in the
face of uncertainty and fostering creativity
of thought and risk-taking. And, they think
strategically, carefully weighing strengths and
weaknesses, balancing short- and long-term
goals and always ensuring alignment with the
broader company objectives.

Companies are actively seeking to become more
customer-centric because it is simply better for business. When done well, this strategy results in more
loyal customers who promote the business to others
and buy more, leading to increased revenue, stock price
and market share.
For organizations, it is not enough to say the
customer comes first. Customer-centricity must
truly become part of the corporate DNA—and it is
increasingly the responsibility of the CMO to understand and implement this visionary thinking. Given
that the leadership competencies that differentiate
customer-centric CMOs focus on building teams and
performance, creating organizational alignment and
revenue—it is likely that the most successful of these
CMOs will be well positioned to take on CEO positions
in the future. 
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CEO SUCCESSION

By Jane Stevenson, Global Leader for CEO Succession and
Vice Chairman, Board & CEO Services, and Richard Emerton,
Managing Partner, Board & CEO Services, EMEA, Korn Ferry

4 Questions to Jump-Start Your
Board’s CEO Succession Planning
Given the crucial importance of CEO succession planning, how can boards make
sure they get it right? These four questions can help create a useful framework:

1

What will be the
requirements for
success in the next CEO?
The requirements are dictated by
the future business strategy, so look
beyond the success formula of the
current CEO. When it comes to
CEO selection, it’s not a question of
an abstract set of general qualifications, but rather a set of capabilities
that equip the future CEO to deliver on the right strategic priorities
for that company, at that time. The
critical factor is matching the individual’s competencies, experience
and personal leadership skills with
what the organization requires in a
leader at a given time and looking
ahead to the future.

2

Who’s in the running
to become CEO?

You probably have multiple future
CEOs in your organization if you
think three generations out. Ensure
plenty of time to determine the
leading contenders—they may
not be who you think they are. If
identifying and promoting internal
candidates is the goal, we recommend starting five years ahead of a
planned transition. When there are

no strong internal successors, the
board can significantly reduce the
risk of new CEO failure by bringing
a successful external candidate
in early—years prior to a planned
succession—to learn the ropes and
allow the organization to gain a
level of comfort and confidence
before he or she takes the helm.

3

How do I know if these
candidates have the
right stuff to be CEO and
what the gaps are?

You’ll need input beyond the current
CEO and CHRO. It’s important
to distinguish between the hardwired dispositions, motivations
and interests that make people who
they are and the learned competencies and experiences that describe
what they do. While the “who”
are more “set,” they are correlated
with best-in-class CEOs, and
self-awareness can be enhanced to
apply them more effectively. Given
sufficient time, deficits may not
necessarily mean putting the kibosh
on a given candidate, but may
represent an opportunity to bolster
skills and experience that will be
needed to tackle a CEO agenda.

4

Once we’ve identified
gaps in essential
skills and experience,
what can be done to
remedy deficits in time
for succession?
Accelerated opportunities to use
skills on the job will be essential,
and don’t neglect the harder-toassess leadership skills crucial to
success as CEO. Senior executives
who have been identified as future
leaders may require individually
tailored programs that will provide the growth and broadening
experiences they will need to
round out their development
and prepare them as potential
CEO successors. Depending on
a company’s strategy and the
future CEO profile, that may mean
experience in specific markets or
product areas; cycling through
other functions; or a coach to
work on personal leadership skills.
When succession is within sight,
accelerated development support
can help close any remaining gaps. 

Directors don’t have to be management development gurus, but they do have to
know the right questions to ask, and have an objective, rigorous process in which they
become intimately involved with key talent as they oversee the succession process.
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Since 1997, the Hay Group division of Korn Ferry has partnered with
FORTUNE magazine to identify and rank the World’s Most Admired
Companies. Korn Ferry Hay Group surveyed approximately 15,600
senior executives, outside directors and industry analysts from
more than 640 companies in 29 countries. What follows is a list of
those exceptional organizations with world-class reputations
that make up this cohort of most admired companies.

The Top 50
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1

Apple
Alphabet (Google)
Amazon
Berkshire Hathaway
Walt Disney
Starbucks
Southwest Airlines
FedEx
Nike
General Electric
American Express
Costco
Nordstrom
Facebook
Coca-Cola
Johnson & Johnson
Microsoft
BMW
Netflix
J.P. Morgan Chase
Procter & Gamble
Boeing
Goldman Sachs Group
Whole Foods Market
Wells Fargo
BlackRock
CVS Health
Toyota Motor
Marriott International
Delta Air Lines
Home Depot
IBM
UPS
salesforce.com
Samsung Electronics
Accenture
Exxon Mobil
Nestle
Target
St. Jude Medical
Unilever
Walmart
Intel
PepsiCo
Caterpillar
Deere
Visa
AT&T
Publix Super Markets
Charles Schwab

3

7

12

20

8

13
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36

14
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37

41
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4
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6

9
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Learn more at kornferry.com/fortune
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The China
Art Market
Stays Hot

Liu Xiaodong’s
“Into Taihu.”

A

lthough Chinese art is
seeing competition in the
marketplace from South
Korea, Southeast Asia and Japan,
China’s artists and collectors
continue to fuel a global market
with artworks and purchasing
power that dominate headlines
and collections.
Poly Culture Group, based
in Beijing, essentially controls
mainland market sales and is the
third- largest art auction house
in the world, though far behind
Christie’s and Sotheby’s, which
cater to the more Westernfocused Hong Kong market. But
not all the action is in mainland
China. Last November at Christie’s in New York, Chinese taxi
driver-turned-billionaire Liu
Yiqian bought Modigliani’s Nu
Couché for $170.4 million, report-
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Zhang Xiaogang’s
“Bloodline, Big Family”
series.
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edly paying with an American
Express card. The painting,
along with the collector’s
other holdings, are destined
for his two private museums
in Shanghai that will be open
to the public.
Conversely, pioneering
gallerists like Christophe Mao,
who once worked in finance,
was one of the first to bring
contemporary Chinese art
to America when he opened
Chambers Fine Art in Manhattan in 2000. Today, with
galleries in New York and Beijing, Mao continues to showcase blue-chip and emerging
art talent from China.
China is home to an explosive contemporary art scene.
Among the notable artists in
Chinese contemporary art
are Zhang Xiaogang, whose
portraits are archetypally
Chinese and reference the
Cultural Revolution; and Yue
Minjun, whose grotesque
self-portraits are an acquired
taste but famously representative of a style that could
come from nowhere else. The
more painterly and substantive work by Liu Xiaodong is
reminiscent of Lucian Freud,
while Zeng Fanzhi paints
with the ferocious intensity
of German Expressionists like
Otto Dix and Max Beckmann.
If such intense contemporary works are not to every
art lover’s taste, China’s
artistic past provides a rich
assortment of aesthetic
rewards.
Ancient jade, porcelain
and bronze pieces, some
more than 2,000 years old,
offer collectors ample opportunity to spend a fortune
on vibrant samples of cultural
heritage. In 2014, when
Liu Yiqian paid $36 million
for a rare tiny porcelain Ming
Dynasty tea “chicken cup”
adorned with a humble,
hand-painted chicken, he
shocked the world’s curators,
conservators and collectors
by taking a sip of tea from his
newly acquired treasure.
—ROBERT ROSS
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© YUE MINJUN

(Left) “The Sun” from Yue Minjun’s series
L’Ombre Du Fou Rire or The Shadow Of Giggles.
“Memory-2” (above) and “Untitled” (below).
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The Future of Media

The Old
Gray Lady
The Bad
Boy From
Brooklyn

By Lawrence M. Fisher

he most prestigious brand
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About the author
Lawrence M. Fisher spent
15 years covering business
and technology for The
New York Times from its
San Francisco bureau.
He wrote his first news
story on a typewriter, still
contributes primarily to print
publications and, at 62, is
well outside Vice Media’s
target demographic.

in online news gathering? That’s easy—The
New York Times. The Old Gray Lady has
made the transition from print to pixels
with its preeminence intact. The most
pugnacious? That’s easy too—Vice Media.
Though sometimes described as “more
Jackass than journalism,” the Brooklyn
upstart has achieved its own kind of
prominence.
In many ways, these two are apples and
oranges, but they are both looking for
eyeballs and sustainable revenue streams,
both searching for ways to grow in an
uncertain media future. This is a challenge
for all companies in a time of rapid change—
legacy players, startups and upstarts alike.
How do you maintain the values that define
your brand and yet keep pace with the
shifting digital landscape? The Times used
to be a newspaper, Vice used to be a regional
music magazine; now each is many things,
yet must retain the characteristics that
attracted audiences to their original forms or
risk losing them.
Founded in 1851, The Times has won 119
Pulitzer Prizes, more than any other news
organization. Counting print and digital
subscriptions, The Times has the secondlargest circulation in the United States,
behind just The Wall Street Journal, and it
has long been considered the “newspaper
of record.” Its online edition, nytimes.com,
recently celebrated its 20th anniversary,
and ranks 23rd in page views in the United
States, 102nd worldwide, according to Alexa,
a web-analytics company owned by Amazon.

“What the
long-term future
holds for The New
York Times and for
Vice Media is, of
course, a complete
unknown in the
ever-shifting digital
world. But for now,
both companies
seem to be finding
their way, albeit in
different directions.”

The Future of Media

Created in 1994 as a punk magazine titled Voice
of Montreal, Vice adopted its current name in 1996, and has been
based in Williamsburg, Brooklyn, since 2001. Vice Media moved
into digital video in 2006, with VBS.tv. It has since expanded
aggressively, launching programs devoted to technology, music,
global news, food, sports and marijuana; providing video content
for HBO, and most recently creating its own cable channel,
Viceland. A self-described follower of the late gonzo journalist
Hunter S. Thompson, Vice is best known for sending Dennis
Rodman to North Korea to meet Supreme Leader Kim Jong-un.
Alexa ranks its website 80th in the United States.
Vice’s hipster empire has clearly struck a
chord with the 18- to 34-year-olds collectively
known as millennials. As a closely held company, Vice does not publish its financial results,
but it claimed $1 billion in revenues last year.
Co-founder and chief executive Shane Smith
says it is profitable, and Vice has received
funding from the likes of Fox and Disney that
value the company at $4 billion. In March,
Vice announced an agreement to launch a TV
channel on Sky in the United Kingdom and
Ireland, part of an ambitious expansion strategy
to start 12 TV channels across Europe over an
18-month period.
What the long-term future holds for these
two companies is, of course, a complete unknown in the ever-shifting digital world. But for
now, both seem to be finding their way, albeit in
different directions.
“The New York Times actually has a model,
although it is subject to all the forces of segmentation and atomization out there,” said Martin
Nisenholtz, head of the company’s digital
operations until last year and now a professor of
digital communication at Boston University. “As
long as it has a track to getting to maybe 2 million global digital subscribers, which it should
be able to do, it has a viable model. It will be one
of the few [print] brands which survives this
period of time.”
As for Vice and its feisty CEO—who famously said in a
Fortune interview that members of the Old Media “can all go to
hell, quite frankly”—survival also seems assured. “Imagine if any
other news organization had said we’re going to go out there and
change the world, we’re going to do something totally different,
but it actually worked as a strategy,” said Brian Weiser, an analyst
with the Pivotal Research Group. “They’ve identified a different
voice to take, and found different ways to deliver their product.”
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All the News
That’s Fit to
Digitize

In March 2014, The New York Times Company completed
an internal report, “Innovation,” that laid out the venerable
news organization’s strengths and weaknesses with remarkable
candor. The report was leaked almost immediately, owing to a
bit of the internecine strife for which the company has become
known in recent years, most notably for the abrupt firing of Jill
Abramson as executive editor in May 2014 and the naming of her
chief deputy, Dean Baquet, as her successor. But whoever the disgruntled newsroom employee was, he or she provided an unusual
public view of Times strategy.
Predictably, the report began by saying The Times was still
the leader in producing great journalism, but it moved swiftly
to the other side of the story. “At the same time, we are falling
behind in a second critical area: the art and science of getting
our journalism to readers,” the report stated. “We have always
cared about the reach and impact of our work, but we haven’t
done enough to crack that code in the digital era.” The Times’s
reportage was as first rate as ever, the report said, but the paper
lagged competitors in its digital presentation and promotion.
The report noted recent efforts by The Washington Post and
The Wall Street Journal to remake themselves in a digital world;
the embrace of best practices to grow readership at USA Today
and The Guardian; and, no doubt most galling of all to Times
leadership, the fact that aggregators like the Huffington Post
and Flipboard often get more traffic from a Times story than the
mothership does.

The first section of the report dealt with
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strategies to get more readers reading more articles, a.k.a. “audience development.” The second section made specific recommendations for the digital era. “That means taking more time
to assess the landscape and chart the road ahead,” the report
said, “rethink print-centric traditions, use experiments and data
to inform decisions, hire and empower the right digital talent
and work hand in hand with reader-focused departments on the
business side. These needs are all deeply intertwined—getting
better at one will help all the others.”
Times publisher Arthur Sulzberger Jr. claimed later that the
leaking of the report was a good thing. Publication of the “Innovations recommendations was a wonderful wake-up call,” he said
at a Hunter College colloquy on the “Future of The New York
Times,” in June 2015. The report, he said, “was never written to
be leaked.” But after only a few days, he added, “we realized the
power of what had just happened, because people around the
world embraced the fact that The Times had the courage to do a
deep journalistic dive on itself.”
He was making lemonade, but the leak apparently prompted
The Times to act more quickly than it commonly does. Sulzberger nearly immediately hired a senior executive for audience
development. He also hired a new head of digital, who reports
to both the editor, Baquet, and the chief executive, Mark
Thompson. Both hires show that the leadership “gets it,” particularly regarding self-promotion. Times reporters have historically
felt their job was done when their editors hit “publish.” Online
reporters know that’s when their job begins. Then comes all the
tweeting, Facebooking and other social media.
One audience member at the Hunter College event raised a
thorny issue for The Times. Whatever you do, he said, make sure
the online edition keeps the look and feel of the printed paper.
That’s exactly what the paper has done, and herein lies a classic
innovator’s dilemma. Facing a bunch of startups of dubious

A Shift in Revenue at The Times...
Historical Revenue Model:

Today’s Revenue Model:
Ads
Declining

90% Ads

10%
Circulation

40% Ads

60% Circulation

Circulation
Rising
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quality, incumbents tend to dig in and do what they’ve always
done best. Meanwhile, the upstarts get better, and slowly at first,
rapidly later, take market share from the established player. Once
this process gets rolling, it’s almost impossible to stop.
Times managers well know how Apple vs. IBM turned out,
and have taken steps to improve their online presentation. The
company has been through multiple waves of layoffs and buyouts,
yet the population of the newsroom remains about the same,
because it is now filled with legions of young programmers,
videographers and other digital talent. The cubicle-filled floors
of the Renzo Piano-designed Times building, which opened in
2007, feel more like a Silicon Valley software firm than the Runyonesque warrens of its old home on West 43rd Street.
The Times was the first print paper to hit the magic one million mark for paid online subscribers, in August 2015, and these
readers pretty much cover the $200 million estimated annual
cost of the newsroom. The Times generates 100 million Web
and mobile visits per month. Along the way, it purchased the 50
percent of the International Herald Tribune that it didn’t already
own, and renamed it the International New York Times, another
part of its strategy to become a truly global brand, both online
and in print. Revenues historically were 90 percent advertising,
10 percent circulation; now the numbers are 60 percent circulation, 40 percent advertising, with circulation continuing to rise
while advertising declines, a remarkable shift.
At the same time, home print subscriptions remain stable,
although newsstand sales have declined, Sulzberger said. Once
subscribers have been with the paper for two years, they tend
to stay for life, he said, and the paper will continue to serve this
audience with print copies as long as it can.
Although sanguine about The Times’s future, Nisenholtz
said he fears for the metro papers that lack national or global
audiences. “It’s the big metros where the media crisis is, in Chicago, in Philadelphia,” he said. These once-great papers struggle
to attract paying digital subscribers. “I had been saying that for
papers with loyalty in their communities, people would step
up and pay, and people said it was hopeless, and I guess they
were right. I haven’t seen that anywhere, to support the kind of
newsroom The Boston Globe or The Philadelphia Inquirer used
to have.”
Nisenholtz said that The Washington Post and, to an extent,
The Boston Globe represent one model, the billionaire savior.
Amazon’s founder and CEO, Jeff Bezos, bought The Post in 2013
and the paper has been enjoying a rebirth, particularly on the
Web and with mobile. John Henry, a businessman whose other
holdings include the Boston Red Sox, purchased The Globe from
the Times Company, also in 2013. “The L.A. Times could be next,
if the Tribune Company decides to sell to Eli Broad,” the Los
Angeles-based entrepreneur and philanthropist, Nisenholtz said.
“That’s a model. It’s almost like a sports team. But billionaires
can get bored, and then the support isn’t there anymore.”

“The Times
was the first
print paper to
hit the magic
one million
mark for
paid online
subscribers,
in August
2015, and
these readers
pretty much
cover the
$200 million
estimated
annual
cost of the
newsroom.”

Go There
and Press
Record

Vice Media hasn’t commissioned a study of

its strengths and weaknesses, as far as we know. But Shane Smith
is such a constant at confabs and conferences, or talking it up on
TV with the likes of Charlie Rose and Stephen Colbert, that his
vision of the future is anything but secret.
Here he is talking to Ryan Lawler at Techcrunch in May 2014:
“How I remain authentic is by not being a journalist. I think if
you look at the failure of journalism in the modern age, then I
don’t want to be called a journalist. If you look at Iraq, the invasion of Iraq, ‘weapons of mass destruction, Saddam Hussein is
aiding Al Qaeda.’ Everybody with half a brain knew Saddam Hussein wasn’t aiding Al Qaeda. They were a secular regime; they
were at odds with each other. If that’s journalism, they can have
it. What we do is we immerse ourselves into a story, we come at it
from a documentary filmmaking standpoint, where we get into
the story and we press ‘record.’ ”
That may be a lightly veiled dig at The Times, whose reporter,
Judith Miller, was forced to resign after her stories about Hussein’s weapons of mass destruction were found to be based
largely on misinformation provided by Ahmed Chalabi, a former
Iraqi politician in exile. (Although President George W. Bush and
Vice President Dick Cheney did say that Hussein had aided Al
Qaeda, The Times played no particular role in promulgating that
linkage, which has been discredited.)
There is no love lost for Vice at The Times, or at other Old
Media companies. “The problem with ‘Vice’ isn’t its insistent
aggrandizement but its excessive softheadedness,” wrote Mike
Hale in The Times in April 2013, when Vice premiered on HBO.
“It’s journalism at the intersection of shallow and gullible, where
they meet, high-five and compare tattoos. We get ride-alongs and
interviews, though precious little information. The report from
the Philippines contains one unsourced statistic about political
killings but no discussion of the effects of poverty or the legacy
of American colonization.” And earlier this year, an article in
The Washington Post said that at times Vice “has blurred the
lines between reporting and advertising,” a charge that Vice
disputed. (Vice did not respond to a request for an interview from
Briefings.)
To be fair, Vice isn’t trying to replace The New York Times or
other Old Media; it has other ambitions. “I’ve said I want to be
the next ESPN, the next CNN and the next MTV rolled up into
one,” Smith told Fortune in October 2013. “Well, everybody says,

Shane Smith:

“How I remain authentic is by not
being a journalist. I think if you
look at the failure of journalism in
the modern age, then I don’t want
to be called a journalist.”

‘He’s a megalomaniac lunatic.’ If you look at the numbers you can
do on YouTube, if you look, for example, at Machinima [an online
video network for gamers] with 3.5 billion views a month, you
wouldn’t be the next CNN. You would be the next CNN 10x.”
Not everyone thinks the 46-year-old Smith is off the mark.
“They’ve been able to translate success at a small scale to an
ever bigger scale, from magazine to web to cable to now, a cable
network,” said Brian Weiser, the analyst with Pivotal Research.
“One helpful thing about being a private company is people really
don’t know how well you’re doing. But they’re doing well enough
to convince others to give them capital.”

Where
the
Money
Is

This is not a zero-sum game. The Times and Vice

can prosper simultaneously, just as The Times has survived alongside Fox News, CNN and MSNBC. It’s also possible that neither
represents the future of journalism, that both represent a digital
gloss on a legacy publisher—print for The Times, cable TV for Vice.
Journalism’s future might look like Buzzfeed, which began
as an aggregator using algorithms to push viral content created
elsewhere, but now has its own staff of reporters; or Vox Media, an
American digital media company with eight editorial brands built
on Chorus, its proprietary digital publishing platform; or Quartz,
a global digital-only business news publication owned by The Atlantic. Somewhere, some artificial intelligence-enhanced innovator
is laboring to disrupt the media business in ways yet unimagined.
Comparing Vice Media to The New York Times is ultimately
a bit like comparing the Metropolitan Opera to wrestling’s
WWE; they’re both competing for digital viewers too. And by one
measure, Vice has already trumped The Times: at $4 billion, its
valuation is nearly twice The Times’s market cap.
Still, Vice and The Times are both publishers, an Old Media
model. Evan Williams, co-founder of Twitter and creator of Medium, a blog-publishing website, said in a recent podcast that the
future of news is platforms, a few of which will soon distribute
the vast bulk of all content. Platform, in this context, refers to
social media sites like Facebook and Twitter that provide an environment in which literally anyone can publish, from global media
players, like The Times or The Post, to individuals.
To some extent, newspapers have always published readers’
writing, with letters to the editor, and The Times’s digital
strategy includes new tools to foster reader-generated content.
Vice has its own site, Motherboard, for user-generated blogging,
longform reporting and video journalism.
These are solid steps in the right direction, but they are
dwarfed by the social media companies. Already, more than
60 percent of millennials get their news through Facebook, according to Pew Research. For the record, Facebook’s market cap
is $305 billion.
And that’s about $300 billion more than The Times and Vice
are worth combined. 

Transforming
An Interview with

Editor
Alan
Murray

Fortune magazine
succeeded despite lessthan-fortunate timing:
Publishing legend Henry
Luce envisioned the iconic
business magazine a month
after the 1929 stock market
crash and published its first
issue in early 1930. Flashforward 86 years: Fortune,
with an aging reader
demographic and only a
one-page web presence, has
launched a major digital
transformation.
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Mike Distefano,
president of the Korn Ferry
Institute, talked with
Fortune editor Alan Murray
(formerly with The Wall
Street Journal and Pew
Research Center) about
leveraging a venerable
brand in the digital world.
These channels grew out
of Fortune’s conferences.
Tell us more.

What was
your vision?
Alan Murray: I have learned that great
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brands can win even if they’re slow to
the starting line. Fortune has that brand
strength. The question was how to make
our mark in the digital world, having only
about 1/20th of the reporting resources
of The Wall Street Journal, Reuters or
Bloomberg.

How are you deploying
those resources?
AM: We can’t be “one-stop-shopping” for

general business news. We had to figure
out where to build engaged communities.
Technology has been the biggest. Fortune
500 CEOs [surveyed in March 2015] told
us their number one challenge was the
rapid pace of change in technology. [After
that] we basically doubled our technology
reporting staff. We also have the “most
powerful women in business” franchise.
In retail, we’re making real progress with
that vertical community. And, we have
just announced a venture-capital vertical.

AM: Fortune is a three-legged stool—the

magazine, conferences and digital. Digital
and conferences align so nicely because
it’s all about building communities.

What has been the
hardest challenge?
AM: Culture change. A magazine reporter
could spend two or three months or even
six months digging into a story. Now, a
lot of reporters write two, three or four
stories a day.

What is the impact
of multimedia?
AM: It’s critical. In the mobile and social
media world, you have to find readers
wherever they are. That also requires you
to think about vertical audiences.

Looking ahead, what
defines success for you?
AM: I want Fortune to be a growing

business ... based on content [as the
connection with traditional advertising
continues to change]. By the time I leave
this business, I’d like to know we have
created a model that continues to support
great journalism. 
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Understanding how engagement
differs around the world is essential
for leaders who want to inspire their
employees to be at their best—and
interpret engagement levels in the
right context.

EN

DE
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Failure isn’t an option. The labor
market has gone global, leading to a
new competitive landscape for talent
acquisition and retention. Likewise,
the ability to collaborate effectively
across borders is increasingly key. To
respond effectively, organizations will
be challenged to establish the cultures,
processes and systems that promote
meaningful collaboration and motivate
and inspire performance in new ways.

Our data show that engagement
scores in the Americas are high and
improving, with employees reporting
an increased willingness to stay with
their organizations for five years or
more. Engagement is also on the rise
in the Middle East and Africa, due in
part to employees who are willing to
deliver more for their organizations.
After several years of improvement,
we see engagement scores in Europe
stagnating. And, in Asia Pacific, there is
a high level of variation across regions
and cultures.

ED
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Specifically, rapid growth in emerging
markets and economic power
shifting toward the East means that
multinational organizations have to
consider the diverse needs of their
global workforces—and accommodate
those needs in more personalized ways.
One-size-fits-all approaches will not
work. Instead, local leaders will need to
be empowered to develop engagement
strategies that support employees
in their teams based on their unique
values, needs and expectations.

Korn Ferry Hay Group’s Employee
Effectiveness normative data are
based on the perspectives of 6.4
million employees in 390 organizations
worldwide, in a wide variety of
industries. Our insights help leaders
understand what engages people and
inspires their best performance.

AY

to succeed is a demanding task in itself. But in today’s world it’s even
more difficult, as leaders are challenged to engage and motivate their
people while responding to disruptive shifts in the workplace. The
business environment is evolving, with technology changing the way
we collaborate and interact. The workforce is changing as well, with
employees becoming increasingly diverse, mobile and remote—all
taking place amid rapid globalization.

64

Y

65

AN

KEEPING EMPLOYEES ENGAGED AND POSITIONED

Business success continues to depend
on an engaged workforce, with our
research showing that firms that engage
and enable their employees achieve up
to 4.5 times more revenue growth than
companies that don’t. As organizations
become increasingly global, however,
they need to rethink engagement
approaches.
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EMPLOYEE COMMITMENT

EMPLOYEE PRIDE

Portugal boasts
the highest level of
employee commitment,
as expressed by
workers’ intent to
stay at their current
organization for five or
more years.

Employees in the
Philippines are proud
to work for their
organizations, and stand
out in a region where
employee engagement
often lags behind global
competitors.

SPECIAL SECTION

EMPLOYEE
ENGAGEMENT

learn more

WHERE
DOES YOUR
COUNTRY
RANK?

“ORGANIZATIONS THAT
ENGAGE AND ENABLE
EMPLOYEES ACHIEVE
UP TO 4.5X MORE
REVENUE GROWTH
THAN COMPANIES
THAT DON’T.”
— Korn Ferry Hay Group: Are you missing something?
Engaging and enabling employees for success.
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S p e c i a L I S S U E

usiness
leaders
look toward
China with clear
eyes. China is
no longer just
a fascinating
future market;
it is table stakes
to the global
game. Despite
decades of
Western presence,
China remains an
enigmatic and
challenging place
to do business.
In this issue,
we explore the
current business
landscape,
consider some
of China’s global
plans and talk
to experienced
players who share
their cautious
optimism about
the future.
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President Xi’s

B y C h r i s t o p h e r R. O’D e a

Ready for Silk Road 2.0?
The ancient network of trade routes that
brought China’s spices, paper, gunpowder
and, of course, silk to the West is being
reshaped for the 21st century. The new
routes will be over water as well as land,
to accommodate the huge fleets of
container ships that carry the full range of
products made in modern China to
Europe, Africa and beyond.

New Silk Road

his new Silk Road represents a big, bold and expensive bet
by President Xi Jinping to help revive the country’s slowing
economic growth, and it has broad implications for global
trade as a whole.
One part of the initiative is old school—the so-called Silk Road
Economic Belt roughly replicates the trade and cultural ties
formed along the original overland routes that connected China
to the Mediterranean. But the rest is New China, a “road” system
that extends far offshore to many of the world’s major waterways.
This critical piece, dubbed the 21st Century Maritime Silk Road,
will involve fleets of dredges as well as container ships, and
hundreds of billions of dollars in state and private financing.

President Xi’s
New Silk Road

THE
NETWORK

For any company that trades with Asia—or relies
on seaborne logistics at any point in its distribution,
customer service or supply chain—the ripple effects
of Beijing’s ambitious plans could be game-changing.
The new road is already paying dividends for some

THE GOAL IS TO LINK a sprawling

Western companies, allowing them to shorten supply

network of ports and logistics facilities,

chains from China’s manufacturing centers—cutting

with the aim of soaking up China’s

distribution costs—and facilitating the development

excess capacity in steel, construction

of newer markets in Central and Eastern Europe and

and shipbuilding and securing new

North Africa.

markets for its goods. Along the way,

When it is fully formed, the Maritime Silk Road

the project is also meant to redraw

will stretch from China’s southeastern coast, where

global trade routes and rules—and to

most of the country’s industry is concentrated,

showcase Beijing’s economic muscle.

through the South China Sea and the Strait of
Continued on page 40
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President Xi’s
New Silk Road
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President Xi’s
New Silk Road

Continued from page 37

A Top
Priority

Malacca, and on across the Indian Ocean to Africa
and the Red Sea—the gateway to the Suez Canal and
Mediterranean ports on the southern coast of the European Union. China has already declared Greece the
terminus of its new route to the West. Adjacent to the

XI HAS WASTED NO TIME elevating

Black Sea, Greece provides a strategic link to connect

the Maritime Silk Road to a top

the Maritime Road with the overland Economic Belt,

national priority, marshaling the

a network of roads, rail lines and industrial facilities

power, decision-making and financial

that China is building across Central Asia in an ef-

control needed for implementation.

fort to boost prosperity in its western provinces and

He’s moving fast because the project

trade with Europe and Russia. The combined effort,

underpins his bid to boost the country’s

announced in 2013, is known as the Belt and Road

growth rate.
Not surprisingly, the cost of the project is high,

Initiative or One Belt, One Road.

especially for obtaining market access and political

For President Xi, the epic plan is not only a bet
on China’s future, but also on his place in history.

concessions to construct the ports, railways and

“The Maritime Silk Road is a powerful meme that

other facilities in emerging markets, which face

can make Xi immortal,” said Marcel Saucy, a senior

an $800-billion annual shortfall in infrastructure

partner in Fincorp Finance S.A., a Zurich-based ship-

investment.
While the bill might be steep, China has deep

ping investment firm.

pockets. Even after pumping cash into its stock
market last year to bolster prices, the country has
currency reserves of $3.5 trillion, said Patrick Cho-

While the bill might
be steep, China has
deep pockets. Even
after pumping cash
into its stock market
last year to bolster
prices, the country
has currency reserves
of $3.5 trillion.

vanec, a former economics professor at Tsinghua
University in Beijing. Now chief market strategist at
Silvercrest Asset Management in New York, Chovanec
earlier roamed the old Silk Road visiting China’s 31
provinces and autonomous and administrative regions. While Xi won’t spend all of China’s reserves on
Silk Road projects, “there’s clearly a perception that
China is handing out the goodies,” said Chovanec.
There’s plenty to go around. The $100-billion
Asian Infrastructure Investment Bank, another
China initiative that dates to 2013, is expected to
prioritize Silk Road projects when it announces its
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China’s state-owned shipping
company expanded Piraeus to
a major port, handling nearly
4 million containers in 2014.

President Xi’s
New Silk Road

For any company that trades with Asia—
or relies on seaborne logistics at any point
in its distribution, customer service or supply
chain—the ripple effects of China’s ambitious
plans could be game-changing.

The Greek
Connection

first loans this spring, while the Silk Road Fund Co.
Ltd., with an initial allocation of $40 billion, will
provide venture-style seed investments. According to
Fitch Ratings (Beijing), China has already committed
$179 billion from its reserves to bolster Silk Road
projects. China’s biggest commercial banks have also

COMMERCIAL SHIPPING IS AT THE

announced large lending targets.

heart of Xi’s plan to construct a

While projects span the entire Silk Road, Africa
has emerged as a key component. In early December

maritime Silk Road. China is dependent

2015, Xi opened a summit with several dozen African

on seaborne commerce for both its

leaders in Johannesburg with a big dose of holiday

export success and its imports of

cheer—a package of interest-free loans, trade credits

energy, food and raw materials. The

and preferential financing worth $60 billion. It was the

new road brings China to the front

first time the Forum on China-Africa Cooperation met

door of commercial ports and logistics

in Africa since the group was established in 2000.

facilities in most regions of the world.
In Europe, that means the Greek port of Piraeus,

A month later, the East African nation of Djibouti
became a critical junction in the Silk Road, signing

where China’s state-owned shipping company,

agreements with China to establish a free-trade

COSCO, has established the road’s western terminus.
With 35-year concessions to manage two of Pi-

zone, increasing the country’s role as a hub for
trade between China and the rest of the world and

raeus’ three docks, COSCO expanded Piraeus from a

enabling Chinese banks to operate there. Beijing is

backwater to a major port, handling nearly 4 million

also building a $4-billion railway that will connect

containers in 2014; the European Union’s biggest

Djibouti’s ports to the markets of its landlocked

port, Rotterdam in The Netherlands, handled 12

neighbor Ethiopia, one of the fastest-growing

million containers. That made Piraeus the world’s

emerging economies.

fastest-growing container port for several years, and
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President Xi’s
New Silk Road

Challenges
at Home

on a 2014 visit, Chinese Premier Li Keqiang declared
Piraeus “China’s gateway to Europe.” In the past year,
China and Greece have struck nearly 30 agreements
on maritime infrastructure building, technology,
transportation, ship-building and tourism. According
to Wang Hong, head of China’s State Oceanic Admin-

WHILE PRESIDENT XI IS MOVING

istration, Greece is now “the European extension” of

fast abroad, the slow pace of China’s

the Maritime Silk Road.

transition to an economy driven more
by consumer spending than industrial

Major corporations are fast adapting to the new
road. California-based HP Inc. now uses Piraeus as

investment remains a challenge

the main ocean-freight gateway for South, Central

at home.
The new Silk Road provides some breathing room

and Eastern Europe, as well as for Central Asia, North
Africa and parts of the Middle East. HP computers,

for that transition to take hold—it’s a unique op-

transported from the company’s plants in China on

portunity to deploy excess industrial capacity outside

large container ships, are distributed from Piraeus on

China while at the same time expanding the reach of

smaller vessels across the Mediterranean and Black

the country’s traditional export industries.
“The Chinese leadership is struggling to manage

seas. By not using ports in Northern Europe, HP saves
considerable time and money. Other companies have

a difficult transition,” said the Washington-based

followed HP’s lead; Sony, Huawei and ZTE also now

Center for Strategic and International Studies in

use Piraeus as a hub, and Samsung may do the same.

an overview of the new Silk Road published in 2015,
noting that the project can “provide stimulus to help

Manufacturers and transport providers will

cushion the effects” of that shift.

ultimately need to weave new Silk Road facilities

As with any big bet, the Silk Road gamble comes

and routes into their networks, according to Kris
Kosmala, a vice president at Quintiq Asia Pacific, the

with risks. For example, turning it into a one-way

supply-chain optimization unit of France’s Dassault

street to facilitate Chinese exports may backfire,

Systèmes. In a December post on Quintiq’s blog,

said Chovanec, the market strategist at Silvercrest.

Kosmala said supply-chain leaders are trying to de-

Many countries along the route will welcome Chinese

termine what China “is going to construct, what will

capital, but some may balk if constraining terms are

be the sequence of construction projects and what

part of the deal.
If President Xi manages to make the road pay off,

the overall network will consist of.” But, he added, the
new Silk Road, on land and sea, “has the potential of

however, the upside could be substantial not only for

changing the costs, yields and network optimization

China but also for consumers and producers around

strategies” for essentially all companies that move

the world. 

goods between Chinese production centers and
Western markets.
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FEEDING
A NATION
AN INTERVIEW WITH COFCO PRESIDENT

AND

P AT R I C K Y U
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“THE MOST EFFICIENT
METHOD OF
SUCCEEDING
IN A NEW AREA
OF BUSINESS IS TO
INVEST IN A POOL
OF TALENT.”
—PATRICK YU,
COFCO PRESIDENT

PORTRAIT
BY TOM HOWARD

James Bright, a Londonbased Korn Ferry senior client
partner specializing in agribusiness,
and Doron Levin, a Detroitbased journalist, interviewed Yu
at Korn Ferry’s London offices.

FTER WORLD WAR II, the People’s Republic of
China—war-torn, struggling and isolated—found itself
coping with existential challenges, chief among them
the feeding of an enormous, fast-growing population. Famine was widespread, resulting in millions
of deaths. In response, in 1949, the Communist
central committee created COFCO—an acronym
for China National Cereals, Oils and Foodstuffs
Corporation—a state-owned grain trading
company exchanging agro-products between
China and overseas.
More than half a century later, malnutrition has vanished as a national crisis, supplanted by China’s impressive
economic growth. Supermarket shelves carry an array
of food products. Some of the world’s finest dining can
be found in Shanghai and other cities. Along with the
upgrading of diets for Chinese consumers, COFCO has
evolved from a grain trader into an ambitious, integrated—
and acquisitive—global agribusiness.
With multiple proficiencies, including processing soybeans and bottling Coca-Cola, COFCO controls 11 publicly
traded companies, and in recent years has diversified into
winemaking and dairy products, proprietary branding and
financial services. Lately, COFCO has grown its portfolio
by acquiring foreign assets and in so doing has fashioned a
global perspective that has brought the company into competition with the top tier of first-world food conglomerates,
the so-called “ABCD”: Archer Daniels Midland, Bunge,
Cargill and Louis Dreyfus Commodities.
Patrick (Xubo) Yu, COFCO’s president, in many ways
embodies the pragmatic, sophisticated and modernizing
spirit of the Chinese economy. Yu joined COFCO as a clerk
in 1988 following completion of a degree in economics.
During a study trip to the U.S., he honed his expertise in
trading, futures and hedging, rising to the post of general
manager of the company’s futures brokerage in 1997. He
earned an executive MBA from Shanghai-based China
Europe International Business School in 2004 and in 2007
was named president of COFCO, today a conglomerate
with annual revenue of $71.7 billion.
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F E E D I N G A N AT I O N A N D T H E W O R L D

Given COFCO’s
remarkable creation
and evolution, could
you please explain the
company’s current
strategy and how it aligns
with China’s economic
progress?
A: With the country opening
up, COFCO has come a long way
from a traditional import-export
company. We started to look
at how we could consolidate
our business. After importexport, we started building the
industrial side of the business:
food processing, flour milling,
soybean crushing. Over the
years we expanded into property,
services, finance. We viewed
ourselves as an agriculture and
food company, but as China’s
markets developed, domestic
prices grew very high due to low
productivity. We were serving
about 20 percent of the working
population with 9 percent of the
arable land. We had to look at
ourselves and at how to grow our
business. That led to investment
in the industrial side—soybean
crushing and food processing.
Now we can see overcapacity in
that area. Compared to the ABCD
and other peers, we’re short on
global supply chain. Instead of
building a local network, we’re
building a worldwide network.
That’s why we invested in Noble
Agri and Nidera to help fulfill
our long-term growth strategy.
[On March 3, COFCO completed
its purchase of Noble Agri, with
trading and processing operations
in Australia, South America and
other regions. In 2014, COFCO
bought a majority stake in Dutch
grain giant Nidera.]

Africa has 20 percent of
the world’s land mass and
60 percent of the Earth’s
naturally irrigated and
arable land. Is Africa on
the map for COFCO in the
next 10 to 15 years?
A: Yes, definitely. Noble Agri
[now known as COFCO Agri]
and Nidera are our global foodsource originations. We want
the company to grow its global
network and footprint. Expanding
the company to serve global
markets is definitely one of our
goals. If you look at Africa today,
it’s more of an import market. In
China, we’re a big population and
have potential for future growth in
terms of agricultural production.
Everyone has been really focusing
on Africa and doing a lot of
research. Maybe we won’t see big
growth overnight, but definitely
longer term.
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“WE WERE
SERVING
ABOUT
20 PERCENT
OF THE
WORKING
POPULATION
WITH
9 PERCENT OF
THE ARABLE
LAND. WE
HAD TO
LOOK AT
OURSELVES
AND AT
HOW TO
GROW OUR
BUSINESS.”

F E E D I N G A N AT I O N A N D T H E W O R L D

As COFCO expands
interests in Ukraine
and countries around
Eastern Europe, you see
economies that have
been hurt by the drop in
commodity prices. Once
there’s a bounce in prices,
their GDPs could reach
6-8 percent growth. Is
COFCO there to assist
food supply to China or to
compete with ABCD?
A: Of course, it will better
serve the China market. But, we
keep saying that we made the
investments in both Noble and
Nidera to get a global agriculture
company. The purpose is not to
be a company only for China.
The purpose is to enhance our
global presence to become a
global agribusiness and a peer

of the ABCD competitors.
COFCO would like to be a global
agriculture company with our
origination points working in
major production areas. You
talk about Ukraine, you talk
about South America, talk about
North America, talk about Asia
Pacific, Australia; those are
definitely markets where we have
to be in order to better serve our
population and consumption in
the global market.

Are COFCO’s interests
ranging beyond grains,
oil and seeds to meat and
poultry, and all the rest
of the food goods that
could be supplied?
A: Yes, not just grain trading.
We’re also managing the dairy
business, protein business, pork

and imported beef. All of which
gives us much better insight into
where the market is going and the
trends of future growth.

Please tell us about
the sustainability of
food production and
the role of innovation
in improvement of
production.
A: In the past few years, the
government kept raising price
supports to farmers. Price
supports naturally have a positive
impact on production. If you
look around the world, the
biggest positive factor has been
innovation and technology. In
China, we don’t have much area to
expand given the current situation
on the water and on the land. An
organization may increase its scale
by increasing the amount of land,
but the overall amount of land is
limited, so you have to think more
about innovation.

If you look at food
trends and consumption,
they’re affected by
factors such as poverty
and prosperity. People
are adding meat to their
diets as well as health
products. Have these
had an impact on your
production?
A: Whether you are talking about
flour milling or oil-seed crushing,
you’re seeing mills everywhere.
With economic development
and urbanization, we’re seeing
city people consuming more in
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“THE OVERALL AMOUNT OF LAND
IS LIMITED, SO YOU HAVE TO THINK
MORE ABOUT INNOVATION.”
terms of protein in their diet and
going to restaurants more often.
And you’re seeing country people
starting to spend more money to
buy food from outside instead of
producing it by themselves and
only eating at home. Chinese
demand per capita in terms of
pork consumption, dairy, seafood,
sugar and edible oil is increasing—
even though the economy has
been slowing. And this increase
isn’t just on the coastal area and
the capital, but also in the interior.

We talked about
innovation in farming,
being able to produce
more food with fewer
plants. Can you speak
about precision farming
(optimizing crop yield
through scientific
methods) and its effect
on water usage?
A: There’s lots of discussion about
precision farming. As urbanization
takes place there will be more land
available for cultivation. Largerscale farms will appear, no doubt,
and I think in the short term.
Larger areas in the west and north
and even in the middle of the
country are becoming available
because farmers are migrating to
cities where it’s easier for them
to earn money than on a farm.
With more large-scale farming,
more investment in machinery
and better seed is possible, and

with more precise methods.
Advanced technology lets the
farmer know exactly how much
water is needed. More water will
be piped underground, making its
consumption more efficient.

How can COFCO help
to address the slowdown
in Chinese markets?
A: The slowdown concerns us
because food is very much in

demand in terms of growth.
Though demand grows, we
see a slowdown of economic
activity, fewer workers are visible.
Eventually, that will affect us.
We can see prices falling and
a squeeze on industry profit.
To sustain growth we have to
restructure, make sure we’re
focusing on our strengths,
operate efficiently and get rid
of unnecessary expenses, and
concentrate on making a return
for shareholders. Comparatively,
the downturn is bigger in

F E E D I N G A N AT I O N A N D T H E W O R L D

property and financial sectors—
but it doesn’t matter what area
you’re in, you have to look at the
long term, which forces you to get
out of certain businesses.

Does the Chinese
government support
this approach?

In order to operate in the
same league as the ABCD
companies, please tell us
what COFCO’s priorities
are for strengthening and
developing its internal
capabilities.

A: The government is very much
involved in optimizing the supply
side of the economy, where we
may have unnecessary capacity
or industries. We must make

A: You always need to have better
communication because the
world, with telecommunications
technology, is becoming so
transparent. You really have to invest
in IT, so you can coordinate from
(food) origination to consumption

sure we have stronger health
services, since the elderly are
becoming a larger percentage of
our population. You see a lot of
Chinese students going overseas,
so we may need better schools
at home. With urbanization we
may need more infrastructure,
so in terms of competitiveness of
commercial enterprises, we may
need more reform to encourage
innovation. Even with the
slowdown, the economy has a lot
of potential.

destination markets on a very
regular, daily basis. You have to
invest in human resources to get the
most experienced talent in different
commodity areas—and you’ve got
to own the assets of origination
and export terminals. We’ve got
some assets in Brazil, Argentina
and the Black Sea—it’s not enough,
certainly compared with ABCD.
But we’re just starting. We’d like
to brand ourselves differently than
ABCD. They’ve been around for
hundreds of years, have built strong
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networks and control their own
systems. As a latecomer, we partner
with others. Partnership is a major
theme for COFCO globalization.
We make sure to partner with
local players who are specialized,
good at origination and know the
local farmers very well. That’s their
advantage. COFCO’s advantage is
that it knows destination markets.
Nidera and Noble know how to
trade globally. By partnering, we
can align all the players along the
value chain. No one has to own
the whole system. This way we
can share among us and become
competitive much faster.

Has attracting talent
been difficult?
A: I’d say the most critical and
challenging part for us isn’t
money, it’s talent, finding the
managers who run the business.
When you get a good manager in
place, it saves my time and lets
me sleep better. Otherwise, when
something’s not working, you
have to spend your time talking,

analyzing, thinking of ways to
solve situations. The most efficient
method of succeeding in a new
area of business is to invest in a
pool of talent. As we globalize
through acquisition, getting a
good CEO on board as part of the
acquisition is number one. A good
CEO definitely knows where to get
talent and definitely is a major part
of our global strategy.

You’ve been with COFCO
pretty much your entire
career. You’ve gone
from the bottom to the
top, something you
don’t see much in the
West anymore. Do you
favor promoting and
developing talent within
or getting new blood
from the outside?
A: Developing talent internally
is essential. Having a system
to develop talent and let talent
benefit from the company’s
growth—to offer an equal
chance to be engaged and really
benefit—are the things managers
are looking at. Once you get into
a new area or the business gets
really big, it can be beyond a
manager’s capacity. You can adjust
with training, definitely. But when
you get into a different business it’s
critical to invest in the best talent
and expertise from the market.

How do you retain
those people?
A: With 11 listed companies, it’s
important for us to maintain
good governance by empowering

managers to make their own
decisions, to take risks and to
make decisions, to grow the
company and to create shareholder
value. You need a competitive
compensation scheme so
managers know if they’ve tried
very hard and with great effort
made the business great, and
shareholder interests are aligned
with management’s contribution,
then they will be rewarded.
COFCO has lots of [stock] option
programs. We have short-term
incentives and we’re building longterm programs as well. People
want to be able to see big potential
and benefit from strategic growth
down the road. That’s the most
critical way to maintain talent.
The other way is to create bigger
business platforms. Otherwise,
you’re watching business shrink
and no one wants to stay around
for that.

different companies, different
corporate cultures. That’s not easy
for Chinese companies. Unlike a
typical Chinese company, COFCO
has been known for our openness,
our inclusiveness and the way
our people are aligned with the
company’s strategy. Everyone is
part of the game and enjoys the
process, even though we work
very hard. I’m proud of all that.
We want to be the most reliable
food company in China and maybe
one day, with our globalization
strategy, to be the most reliable in
the global market.

Looking back over your
career, of what successes
are you most proud at
COFCO?
A: Over the years, COFCO
has merged with a number
of agricultural and trading
companies, many of them stateowned. We’ve been able to engage
people with a very clear strategy to
grow ourselves into the strongest
agriculture and food company. We
didn’t want mergers for their own
sake but because we believed in
their expertise and capacity to help
us grow and achieve our vision of
becoming a full-value food chain
organization. To make it work,
you have to be very inclusive,
because you’ve got people coming
from different backgrounds,
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How do you relax?
A: I try to get home a bit early to
enjoy a good dinner and have 45
minutes to an hour to walk with
my wife. That helps me relax a lot. 

Demystifying
China
What
the West
Misunderstands
By Karen Kane
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China
challenges the Western imagination.

It’s not just the numbers: a population of nearly 1.4
billion, an increasingly diverse and volatile $11-trillion
economy and mass migrations from the countryside
that result in explosive growth in cities like Beijing,
where the population swelled to 20 million people in
little more than a decade. On so many fronts, China
is an experience like no other.
In describing what was unexpected about moving
her husband and three children to Beijing in 2011,
Parisian Amelie Negrier said: “Everything.”
“It took me six months
to decipher the traffic
patterns in order to cross
the streets,” she recalled.
“The people, the cars,
the bikes—everyone was
moving at once and it
seemed that there were
no rules. There are rules.
It just took me time to
figure them out.”
As a partner at Lazard
Frères & Company,
Negrier went to China
to open the firm’s Beijing
office. Now the new
managing director of the
Lazard office in Chicago,
she can look back on the
successful launch of one
of the world’s premiere
financial advisory firms
in a country built on
contradictions, at least by
Western standards.
Negrier’s experience
with communism, for
example, was hardly what
Westerners imagine.
China is “hyper-competitive,” she said, marked by a focus on business, its
people driven by a fierce industriousness to become
part of the middle class. “Our housekeeper was able to
send her children to a good school; she bought a car.”
Nearly 40 years after Deng Xiaoping melded
economic liberalism with communism—lifting 300

million people out of poverty since the reforms of
1978 were put in place—Westerners are still taken by
surprise at how that cultural mix plays out, and by
the scope and stakes of the experiment.
There is so much that Westerners get wrong about
China, according to Kenneth Lieberthal, senior fellow
in foreign policy and global economy and development at the Brookings Institution.
“This place is a continent,” he noted. “People miss
the enormousness of China. It’s the same size as
the U.S. with more than four times the population.
It has a very large middle class that’s now very well
informed, and much more mobile than before.”
In a word, China is diverse. “It is lively, bursting at the
seams,” Lieberthal said. “It
is not fragile and disciplined
or even monochromatic,
which is the impression
that many have of it.”
And it is a country very
much still in transition.
Progress for any country is
never a smooth path, and
lifting so many people out
of poverty was no small
task, even for China. Like
other members of the
modern world, China is
seeking to solve its own
problems while asserting
itself in new ways. All of
which helps to explain the
tradeoffs and tensions that
define today’s China, led
since 2013 by President Xi
Jinping, who also serves
as general secretary of the
Communist Party.
Having expanded so
rapidly, China is now
dealing with such growing
pains as manufacturing
overcapacity, environmental issues and a financial system marked by stock volatility and currency
issues. At the same time, Xi is carrying out a sweeping
campaign against corruption in the party and government bureaucracies.
But the fact is that China is still on a path that
almost certainly will take it past the United States

The country’s
grOWing
pains aren’t
necessarily
bad or even
unexpected,
given President
Xi’s hugely
ambitious
program to
reposition
the economy
on a more
stable growth
trajectory for
the long term.
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“No other country but China is in
competition to have the largest GDP in
the world in the coming 15 years.”

—KENNETH LIEBERTHAL

to become the world’s leading economic power “by
the end of the 2020s,” Lieberthal said. “That’s not per
capita, and says nothing of quality and composition
of GDP, but in terms of total GDP.”
China has no rival in this race. “No other country
but China is in competition to have the largest GDP in
the world in the coming 15 years,” said Lieberthal. But
even as China achieves this milestone, there is no guarantee that it will remain as a permanent fixture atop
the list, as the United States has done for 140 years.
“There are trends in China that over a longer
period of time could slow the China economy dramatically and the U.S. could again become the largest
GDP, but that’s out several decades,” said Lieberthal.
As for China’s current growing pains, these aren’t
necessarily bad or even unexpected, Lieberthal and
other China experts noted, given President Xi’s
hugely ambitious program to reposition the economy

on a more stable growth trajectory for the long term.
Chinese GDP falling to 6.9 percent growth is not
a crisis, according to Lieberthal. What many Westerners miss “is that sustaining 10 percent or greater
growth had become destructive. The whole idea is
to get to lower growth. Xi is working to restructure
the drivers of China’s GDP from an export- and
investment-driven growth strategy to a priority on
developing innovation, higher value-added services
and a greater role for household consumption.”
Those in the West who assume that a democratic
transformation of China is inevitable may also be off
the mark. “The Chinese system has shown an ability
to adapt, extending its life for a rather long time,”
said Gady Epstein of The Economist, who reported
from China for 12 years before recently returning to
the United States. “President Xi has made it clear that
China does not intend to evolve into a Western-style

55

Demyst if y ing Chin a:

system. Rather, he has taken important steps to extend the warranty of the China model.”
China’s first leader to have been born after the
1949 Communist revolution, Xi is a student of history,
Epstein said, studying the past and tweaking the
system to avoid the failures of Soviet communism.
Of the many studies that the Chinese produced
to better understand the lessons of the Soviet failure,
and avoid the same fate, was one that Xi commissioned, according to Epstein. It traced the roots of
the Soviet collapse to Leonid Brezhnev’s era, from
the mid-1960s until the early ’80s. Unresponsive to
market reforms, Brezhnev’s regime allowed the rot of
corruption to undermine the communist system.

649 Million
Internet
Users

Yet the former Soviet leaders did not
have to contend with the Internet and the global
spread of pop culture from the West, particularly
from the United States.
Freedom in the Internet age takes a unique form in
China. With 649 million users now online, the Chi-

nese have access to much of what is available online
in the West, including games, shopping and videos.
But not to everything.
The most recent regulations for the Internet,
announced in February, require those who engage
in online publishing to “carry forward socialist core
values” and spread ideology, morality and knowledge
“that improve the quality of the nation and promote
economic development.” Chinese laws and regulations governing the Internet have been selectively
enforced in the past. But even if the new regulations
are also not strictly enforced, they will have a strong
signaling effect, according to some observers.
Meanwhile, Hollywood’s products are widely
available in China and avidly consumed, especially
by the young. The eighth season of “The Big Bang
Theory” has drawn over 45 million views on Sohu.
com. And “Furious 7,” the action film, has been one of
the most popular movies at the Chinese box office.
The power of pop culture has not been lost on Xi.
When he visited the United States last fall, Facebook’s
Mark Zuckerberg, Microsoft’s Satya Nadella and
Apple’s Tim Cook were among the business leaders
seated with Xi and President Obama at the state
dinner held in Xi’s honor at the White House. The
picture offered a pop culture feast for the Chinese
youth back home.
At the same time, Xi, who turns 63 in June, has
become the image of the new China to Americans. In

“ People m iss th e e n or mou s n ess o f C h i n a .
It’s th e sam e si ze as th e U.S. w i th mor e th a n
fou r ti m es th e popu l ation .”
—KENNETH LIEBERTHAL

Wh at the west m isu n dersta n ds

2012, while still vice president, Xi revisited Muscatine,
Iowa, the town where he spent two weeks as a youth
on an agricultural research trip. In nothing short of a
triumphant return, he had tea with the Iowans who
hosted him in 1985. Dubbed “cornfield diplomacy,” the
highly choreographed event showcased Xi’s connection to the American heartland.
In the current Kardashian era of celebrity culture,
Xi cultivates an image of sophistication, quite a
switch from the “gray man,” Hu Jintao, he replaced.
Xi is married to a popular Chinese folk singer, Peng
Liyuan, who was much better known to the public
than Xi until his political elevation.

The End
of an Era
Xi has come to the world stage at a
critical time, as China confronts the end of hyper
growth and the need for major adjustments.
China’s economy is made up of multiple sub-economies, each more than a trillion dollars in size. And
while some companies are still booming—including
Cloud Frame, which builds data centers; Tencent, a
social media company; and telecommunications giant
Huawei—others are in decline.

“China is trying to get serious about addressing
overcapacity in some industries, especially coal,
steel, aluminum,” said Lieberthal. “Shifting people
out of industries where they have built more
capacity than they could possibly use presents challenges. Work in textiles, for example, has been priced
out of the Chinese market and is moving to Vietnam
and elsewhere. There are localities in China experiencing real stress.”
Lieberthal commends Xi for investing in environmental cleanup, after many years of little action,
particularly with water and soil pollution.
The fact that China is dealing with so many
serious issues is nothing new. Nor is it surprising, in
light of the pace of its transformation.
China is “making changes that took other
cultures and countries a century or a half-century
to make,” Lieberthal said, “and compressing that
transformation into two decades.”
Everything seems to be in play at the same
time—“whether it’s urbanization or industrialization or opening the economy up to a greater foreign
presence, or globalization, or even the digital revolution,” Lieberthal noted.
As China continues to expand, it will continue
to grapple with the inevitable growing pains. But
China has already proved that it is successfully
playing the long game, which has taken it this far
this fast. 

Shenzhen, China

Doing
Business
in China:
Preparing for the Unpredictable
By Henry Morris

How are U.S. executives dealing
with economic uncertainty in
the People’s Republic?

A

Four experts weigh in

NUMBER OF YEARS AGO, I had a conversation with the
legendary “Good to Great” author Jim Collins. We were discussing
the characteristics of first-rate executives. One attribute: the ability
to prepare for the unexpected. That means, among other things,
putting the resources and personnel in place to deal with whatever
the economic cycle might throw your way.
“You have to prepare for what you can’t predict,” Collins
explained. “I don’t know what it is like in the desert, but I have to
have someone who is good in the desert.”
That just about sums up what it’s like doing business in China
in 2016: There’s no way to know how long the country’s economic
malaise will last. But you better be ready, nonetheless.
There’s a lot we don’t know. Clearly, though, China’s growth
has slowed a bit, with GDP down to 6.9 percent last year, and the coal,
steel and aluminum industries are coping with overcapacity.
Despite some handwringing, U.S. firms appear to be optimistic that
what ails the China economy is merely the result of growing pains.
And, as is often the case, those same companies are opportunistic.
The key, they say, is to adjust and take advantage of any economic
uncertainty—hopefully at the expense of competitors. As the late WalMart founder Sam Walton used to say, “Go where they ain’t.”
Explains Bill Gu, senior client partner with Korn Ferry in Shanghai:
“Business people are tightening their seat belts, but most are confident.
As a matter of fact, businesses are actively reviewing their China
strategies, aiming to catch the next wave of opportunities.”
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One

example is AIG Insurance Company, China. Eric Zheng, its
president and CEO, said AIG, in the face of decreasing consumer
demand, is de-emphasizing auto coverage—and turning its attention and
resources to insuring Chinese companies looking to do business overseas.
“When China was growing at a rapid clip, companies could afford to
focus just on market growth and worry less about their margins,” said
Ken Jarrett, president of the American
Chamber of Commerce in Shanghai,
which has more than 3,000 members.
“With the squeeze on margins, there
“When China was
is now a much sharper focus on the
growing at a rapid
allocation of resources and the smart
clip, companies could
management of operations.”
afford to focus just
That theme is even played out in speeches
by top party leaders. “We must strive to
on market growth
find ... new rice bowls,” said Chinese
and worry less about
Premier Li Keqiang. He was talking about
their margins. With
solutions for job creation. But he could
the squeeze on
have been easily doling out advice on how
executives should think strategically in the
margins, there is now
coming years.
a much sharper focus
Are there more speed bumps ahead
on the allocation of
for China? Are executives doing business
resources and the
in China worried? If so, how are they
adjusting? Are those concerns overblown?
smart management
We asked four experts to weigh in.
of operations.”
In addition to Zheng and Jarrett, we
checked in with Scott Beaumont, vice
president of Google Greater China, who
says predictions of China’s economic malaise are concerning but a
bit overwrought. He still marvels at the ability of China’s business
community to adapt. And we talked with Ross Shuster, the president of
international operations for United Technologies Corporation’s (UTC)
climate, controls and security division, who says companies need to
keep an eye on the future—but dial back a bit to adjust for short-term
bumps. (Example: asking vendors to lower their own costs.)
Whatever the future, they all appear to be headed into the desert
fully prepared.
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Scott Beaumont
Google Greater China

Don’t Believe All the Hype,
but Prepare to Adjust
“China is actually doing
better than is generally
perceived externally. As
always in China, there is
not a simple yes or no,
good or bad. True, the
government missed its
stated 7 percent GDP
growth target and there
is overcapacity in a
number of manufacturing
industries. But the
services sector is robust
and there is strong
evidence that Chinese
consumers are beginning
to engage in a meaningful
way to generate
economic growth. Given
that China’s savings rate
is one of—if not the—
highest globally, there is a
lot of potential consumer
power to unwind. As
always, it is difficult to
draw easy conclusions,
but there are plenty of
pockets in China where
it is fun to operate at the
moment: a good time

to be in tourism, a good
time to be in leisure, a
good time to be in movies
and a wonderful time to
be an entrepreneur in the
digital space. A ‘slump?’
You should be selective in
how you believe the hype.
“How are companies
adjusting? Again, it’s a
mixed bag. Generically,
those companies I
see succeeding in the
manufacturing economy
are those that were quick
to reduce their fixed-cost
base and have sustained
sales by purchasing
inventory from others’
oversupply—although
canny, that’s not a
particularly inspiring
story. But, in the service
sector, the growth areas
are in products that
speak to the greater
discretionary spend
becoming available to a
wealthier, more urbanized
population.
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“One thing you can
applaud in Chinese
business culture is the
ingenuity. If there is a
way between A and B,
then B will be reached—
though there is a valid
qualification here as
to whether the road
traveled is the best one.
Accordingly, businesses
are quick to pivot to
new opportunities. A
famous example, if a little
dated, is e-commerce
giant JD.com. It started
as a bricks-and-mortar
retailer but saw the online
opportunity and changed
its business model almost
overnight. As such, the
threat of e-commerce
to traditional retail has
called into question the
wisdom of building new
malls. And yet, the mall
operators are modifying
these malls to be more
entertainment-focused,
rather than retail first.”

Doing Business in China

Ken Jarrett
American Chamber of Commerce (Shanghai)

U.S. Firms Are Adjusting—
Now—to Economic Risks
“Our members do see
slowing growth as a
significant business risk,
with 64 percent, in our
annual survey, saying that
a drop in China’s GDP
rate will moderately or
significantly affect their
company. Moreover, 31
percent said that slower
market growth was the
No. 1 risk to business
expansion plans. That
said, the majority of U.S.
companies, 71 percent,
remained profitable, and
companies have a longterm commitment to the
China market. In fact,
81 percent plan to increase
their investment in 2016
and 80 percent have
a five-year optimistic
outlook. This is lower
than last year’s figure of
85 percent but still high.
“Overall, we are seeing
declines in the number
of companies reporting
revenue growth. This
is especially true in the
manufacturing sector. To
be sure, new investment
continues, but the scale
of new investment is
smaller. Companies are
responding by looking
at ways to strengthen

their competitive edge.
For example, in the
manufacturing sector,
we are seeing more
investment in R&D and
automation. For services
and retail, there is
greater investment in
e-commerce, digital and
the expansion of sales,
marketing and business
development teams.
“For all companies,
cost management
matters even more and
companies must continue
to innovate and tailor
products and services
to the Chinese market.
For instance, in the area
of cost management,
our survey results show
that 12 percent plan to
decrease headcount
in 2016. Looking at
headcount plans by
sector, 20 percent of
manufacturing companies
plan decreases while the
corresponding figure for
retail is only 3 percent.
In fact, 58 percent of
retail companies plan
headcount increases.
This is an example of
the differences we now
see across sectors and
industries. American
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retail companies by far
have the most bullish
perspective. For example,
both Gap and Starbucks
continue to expand.
“Companies may find
they need different skill
sets in their executives
in this new environment.
Changes that make
companies more efficient,
more responsive to
customers as they fight
for market share or more
innovative can only be
good over the long term.
One consequence is to
reinforce the need to
be more attentive to
customers. For example,
one strong trend in
recent years has been the
explosion of e-commerce
in China, especially
in the B-to-C realm.
This is an area where
Chinese companies have
swiftly developed their
businesses and have a
deep understanding of
their customers. U.S.
companies have some
catching up to do there.”

Ross Shuster
UTC

Deal With
the Short
Term, Focus
on the
Long Term

“China is becoming more
mature economically. As
is the case with every
other mature economy
in the world, there are
economic cycles. Since
we are relatively
dependent on the real
estate and construction
industries, there has
been pressure on new
orders. Additionally,
due to the economic
environment, we
have seen increased
pressure on pricing. As a
disciplined multinational
business, we have
always been focused on
cost and productivity.
But in order to achieve
that productivity while
balancing growth
pressures, our focus
and actions have had
to intensify in parts of
the business that are
impacted.
“In terms of
adjustments, the
pricing environment
has required us to work
with our suppliers to
reduce their costs. But
the environment has
also generated some
opportunities for us. The
depreciating renminbi has
had a positive impact on
exports from our China
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factories. We also find
that the slowdown has
made some merger and
acquisition opportunities
more achievable.
“For the mid- to
long term, we are still
optimistic about the
business prospects and
the overall economy.
We see the traditional
drivers, such as
urbanization, having a
continued runway for
the long term, which in
turn drives construction
and infrastructure
development.
Additionally, we
continue to see growing
demand for products with
higher energy efficiency,
which is good for our airconditioning business, as
well as higher and more
sophisticated demands
for ongoing maintenance
and support services,
which benefits all of our
businesses.
“For successful
companies in China, it
has never been about
short-term prospects.
Successful companies
invest for the future
while delivering shortterm results by dealing
with current economic
realities.”

Doing Business in China

go where the business is
“The Chinese economy
is settling into a ‘new
normal’ phase. To
succeed, it is critical to
be able to adapt to the
changing environment
and to position one’s
business to meet the
customers’ changing
needs. A slump in
one area may bring
opportunities in another.
For instance, as exports
from China taper off
due to sluggish global
demand, Chinese
contractors and other
companies are pursuing
overseas opportunities
in construction and
direct investment.
We are adjusting our
strategy by focusing
on supporting Chinese
companies venturing
overseas. In addition,
as China shifts from an
export-driven economy
to a consumption-led
economy, outbound
travel is growing rapidly,
powered by the emerging
middle class. Our

branches are located in
more affluent coastal
regions and are well
positioned to support
growth in outbound
travel.
“It is hard, of course,
not being affected by
China’s growth prospects,
whether it applies directly
to your business or not.
But if we can become
our clients’ most valued
insurer, we would be
successful whether China
grows 10, 6 or even 5
percent a year.
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Eric Zheng
AIG China

“Last year, we
adjusted our consumer
insurance strategy by
focusing on outbound
travel insurance while
de-emphasizing
automobile insurance.
It was a major shift. We
had invested heavily
in building capabilities
for auto insurance after
China had opened up
mandatory third-party
liability auto insurance
to foreign insurers. Our
decision was based on
our findings that the
domestic auto market
had become extremely
competitive and, as
a foreign insurer, and
latecomer, we might
not necessarily have a
competitive advantage
due to our limited scale
and our lack of local
knowledge.
“While China remains
a land of opportunities,
we must remain focused
on where and how we can
compete effectively—and
profitably.” 
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America’s
Leadership Is
Heading ... Where?
A satirical look at the U.S. presidential race.

A

merica is experiencing a change in the nature of
leadership. We’re getting rid of our leaders. And we’re
starting at the top. In the current race for the presidency,
a variety of people with modest accomplishments, limited
ideas, minimal charisma and acknowledged character flaws put
themselves forward for nomination. Each claimed to be capable of
leading the nation.
Nearly a score of them were taken seriously. Eight or 10 have been,
at one time or another, strong contenders in the opinion polls.
They share one trait. None of them seems presidential.
The problem is not their politics. The problem is their affect.
Survey the field and think about childhood games of follow-theleader. These are the kids we were trying to lose.
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“We’ve now learned everyone’s
dark secrets. Our leaders don’t turn
out to be likable after all.”

If

America didn’t want
a poor choice of leaders,
America wouldn’t have a
poor choice of leaders.

We’re a democratic country, free to make our own
decisions, and we have strong personal feelings about
our decision-making. That’s the problem.
“Don’t take this personally” is good advice, especially in a political system based on the rule of law and
not of persons. But selecting the president has become
increasingly personal.
We used to vote for people we admired. Admiration
is best done from afar. The expansion of mass
media in the 20th century made it hard for
the leaders to keep their distance from
the led. We, personally, knew too much
about them.
William Howard Taft was respected
for his gravitas. He had it literally. He
weighed 340 pounds.
When the Progressivism of Teddy
Roosevelt threatened to defy the laws of
political gravity we turned to the brilliance
of Woodrow Wilson. He’d been president of
a college everyone had heard of back when going to
college was an unheard of thing. Surely he was smart
enough to keep the world war a world away.
Coolidge was possessed of calm, the eye of the
Roaring Twenties storm. But pouring oil on troubled
water only works in metaphors and probably pollutes
the environment.
Hoover was a great technocrat, the engineer tending
the boiler of American economic growth.
FDR was full of innovative plans for replacement
and repair when the boiler exploded.
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On close inspection all feet are clay. The march of
leadership was tracking dirt across the national carpet.
We were personally disappointed in our leaders.
If leadership is a personal matter, it makes sense to
abandon hero worship and pick leaders on a personal
basis, because we like them. The trend is evident as far
back as Warren Harding, who was nothing if not—and
nothing other than—affable.
Franklin Roosevelt was a ruthless politician who
knew how to cozy up for fireside chats, the wolf
feigning kitten on our hearth. Don’t let on that
grandma voted for Wilkie.
Harry Truman was everybody’s poker buddy while
Thomas E. Dewey, a former prosecutor, would
have called our bluff when we bet $10 on a
pair of fours.
“I Like Ike” was the nonpareil campaign slogan. The best Adlai Stevenson
could do was “We Need Adlai Badly,”
and badly was how his campaign went.
From then until this year the more likable presidential candidate usually won.
Exceptions came only in exceptional
circumstances. He-Who-Must-Not-BeNamed Richard Nixon ran in the throes of a lost
war and then against mooncalf George McGovern.
The grating Jimmy Carter was selected from a field
of political debris left behind by Washington’s worst
political scandal.
Otherwise, Jack Kennedy’s wink defeated Tricky
Dick’s glare. Rowdy cowboy LBJ prevailed over stern,
scary Goldwater. Reagan raised a toast of good cheer
while Carter and Mondale offered pickles. Bush was a
day at the Kennebunkport beach, Dukakis was a month
of homework.
Bush invited us to a Republican Party but Clinton

B R I E F I N G S

America’s Leadership
Is Heading ... Where?

“Jack
Kennedy’s
wink
defeated
Tricky Dick’s
glare.”

held a kegger. George W.’s frat boy antics
(and friendly Supreme Court) held more
appeal than a man who, himself, joked that
the Secret Service code name for Al Gore
was “Al Gore.” John Kerry lost us when he
ordered Swiss on a Philly cheese steak. And
with Barack Obama, first the hope beat
cranky John McCain, then the change beat
the folding money of a boring old rich guy.
But amiability can be as tenuous as
admirability. Mass media made admirable leaders harder to like. Mass media’s New Media
stepchildren—24-hour cable news, the Internet, social
media—made likable leaders disappear.
We’ve now learned everyone’s dark secrets. Our
leaders don’t turn out to be likable after all.
Kennedy was a philanderer. Johnson was too, and a
monomaniac besides. Distant and chilly parent Ronald
Reagan concealed his slide into senility. Bush 41 was so
out of touch that he was astonished by the workings of
a grocery store checkout counter.
We know more about Bill Clinton’s sexual peccadilloes than we can, if we’re of a certain age, remember
about our own. W. pranked us into going to war. And
while we may still like Obama, he doesn’t like us. The
look of disappointment rarely leaves his face. When he
goes on TV, we know we’ll get scolded.
Leadership has become more personal yet. We’re not
satisfied with liking our leaders. We want the truth. We
want to know them as humans. We want our leaders to
be authentic.
And we’ve succeeded. All of our presidential candidates
are authentically human, which is to say deeply flawed.
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dmirable leaders may not display
the virtues we expected. Amiable leaders
may not be the friendly guides we sought.
But we seem intent on electing a leader we
neither look up to nor like.
Therefore we will elect someone with no means to
lead us. And we’ll have no leader at all.
Which sounds like a grim prediction. But we are a
democratic country, free to make our own decisions.
And maybe we’re worrying ourselves too much about our
political leadership—admirable, amiable or whatever.
My Irish grandfather used to tell me a story about
an Irish politician sitting in a pub. All of a sudden an
angry crowd comes marching down the street waving
placards and shouting slogans.
“What do they want and where are they marching?”
asks someone in the pub.
“I don’t know,” says the politician. “But I’d better
run out there and get to the front of the march. They
need somebody to lead them!” 
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I

N THIS ISSUE OF BRIEFINGS, we won’t
have our usual Parting Thoughts column by
editor in chief Joel Kurtzman. Joel, who fought
a long and brave battle with cancer, passed away
in April. All of us at Briefings, along with our
7,000 colleagues at Korn Ferry, have Joel and his
family in our thoughts and prayers. We know
that he fought his illness with the same passion
and commitment that he brought to the pages of
Briefings since its first issue.
It was seven years ago that we at the Korn
Ferry Institute had an idea. Through Korn Ferry,
our sister organization, we had amassed decades
of executive performance, demographic and
compensation data. We had access to top global
chief executives, board chairs, directors and
heads of human resources. We knew a great deal
about what it takes to lead and perform, motivate,
develop and engage others, as well as to make realworld decisions about business and societal issues,
which collectively determine the ultimate success
or failure of any organization.
Our idea was simple: Let’s capture this
knowledge base, share our case studies with
notable leaders and present our findings to the
world in an effort to not tell people what to think,
but rather to illuminate what they need to think
about. To do this, we would publish a world-class
quarterly magazine.
But Briefings couldn’t become a reality—a truly
first-rate editorial publication and not just another
consulting firm “also-ran” house organ and shill
for services rendered—without someone very
special at the helm. We needed an editor in chief
who was a leading journalist, who understood the
global business community and knew what true
leadership was all about. We needed someone
with a formidable Rolodex who could attract a
global stable of incredible writers, writers who
could capture the wins and losses, the science, the
stories and the people who were driving the global
business community. In other words, we needed
a thought leader who could bring to bear all that
Korn Ferry had to offer.

Fortunately, we knew a great search firm! After
an exhaustive engagement, we found our thought
leader. Indeed, he actually coined the term “thought
leader.” Joel Kurtzman had a résumé that was the
envy of his fellow journalists. He was an editor
and columnist at The New York Times. He became
editor in chief of the Harvard Business Review.
He helped Booz Allen start its own publication,
Strategy + Business, which recently celebrated its
20th anniversary as an influential business journal.
And he was a senior partner at PwC and a senior
fellow at the Milken Institute, where he helped
found the Milken Institute Review.
Needless to say, it was a successful search
for Korn Ferry. Over these years, under Joel’s
leadership, we have produced 27 issues of Briefings,
which quickly became a respected, award-winning
publication. Under his deft guidance, we have
reported on a steady flow of timely and important
subjects—from CEO successions at Novartis
and Ford to leadership insights from A.G. Lafley
at Procter & Gamble. We’ve published thoughtprovoking interviews with world leaders such as
Mexican President Vicente Fox and leadership
gurus like Warren Bennis. We’ve profiled the likes
of billionaire Carlos Slim, star quarterback Andrew
Luck and rock star Mick Fleetwood. Our writers
have provided insightful and in-depth looks at
a countless array of topics built around our core
interests in leadership and talent management.
And along the way, Joel shared his Parting
Thoughts with us on everything from the impact
of the Internet on our lives, to the importance
of happiness, to his early childhood memories of
building a strong work ethic while cleaning pools
in the summer in California’s San Fernando Valley.
As anyone in the field of thoughts and ideas
understands, it is impossible to overstate the
impact of an editor who brings this kind of insight,
experience and wisdom to a publication. In Joel, we
had a unique leader—a man who brought all those
talents to our team, along with unending grace,
kindness and compassion. He honored the pages of
Briefings with his commitment to excellence and
we intend to honor his legacy in all the issues to
come. We miss him greatly. 
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