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FROM THE CEO
BY GARY B U R NISON

Waking Up
with No Alarm

It’s

4:30 in the morning and you’re wide awake.

Maybe you’ve been jolted by the classic anxiety dream of being chased
by something villainous, but your legs refuse to move. Suddenly, startled half to
death, you pop out of bed, wide awake for the day. Or how about when you were
so excited for the day to begin, you woke up at 4:30 a.m. without the alarm clock?
Most of us can remember feeling this way when we were kids, in anticipation of a
birthday, or going camping, or maybe taking a first trip to Disneyland.
That’s the ultimate leadership challenge today: generating the kind of excitement
that gets employees up each day with enthusiasm.
One of the early founders of our firm, the late
David McClelland, published seminal
books that addressed motivation:
“The Achieving Society” (1961),
“Human Motivation” (1973)
and several others. In his
breakthrough work,
McClelland identified
the three motivators
that have the biggest
effect on behavior in the
workplace: achievement,
the desire for mastery
at the individual level;
affiliation, establishing and
maintaining relationships;
and power, having an
impact or influence.
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B

eing an effective leader starts with knowing
how to inspire people—to transform individual
self-interest to shared collective interest. This
happens most often by clearly defining the “why” of the
organization—its common purpose. I recall sitting down
with Lt. Gen. Franklin “Buster” Hagenbeck, a three-star
general (now retired) who over the course of nearly four
decades of military service, commanding thousands
of men and women, demonstrated the twin leadership
strengths of competence and compassion. While leading
a dangerous mission on the Afghanistan-Pakistan
border, the general had confidence that his commanders
could accomplish the necessary tasks, without taking
unnecessary risks with their subordinates.

to do with money. Yes, people want to be compensated
fairly, and deservedly so. But once their basic needs are
met, financial rewards rank low on the list of top reasons
why people get out of bed in the morning. Research bears
this out: In a recent Korn Ferry survey, nearly threequarters of executives said their biggest personal driver is
the belief that their work has purpose and meaning.
The more aware leaders are, the more they are able
to “read” their team members to discern their motivation. CEOs and other top leaders must also be aware
that their roles amplify the impact of their words, positive or negative.
I was reminded of this lesson during a recent
intense discussion with a senior colleague. Afterward,

Motivation has nothing to do with money...
Once basic needs are met, financial rewards rank low
on the list of top reasons why people get out of bed.
“Creating alignment starts with the top, with
senior leadership,” explained Lt. Gen. Hagenbeck,
who also served as superintendent of the United
States Military Academy at West Point. “You have to
be able, in our terms, to give mission statement and
commander’s intent. We will typically give bright
lines—right and left limits of what they can do.”
The key to creating alignment is purpose—defined
and embodied at the top of the organization, and
embraced throughout. For businesses, purpose defines
why they do what they do. It isn’t simply to make
money; that’s an outcome, not a purpose. In the same
vein, people are motivated when they are contributing
to something bigger than themselves—something with
purpose and meaning. They derive more satisfaction
knowing they belong, that they matter.
That’s why the most potent motivation has nothing

the conversation just didn’t sit right with me. On my
way home, I hadn’t driven for more than seven minutes
when it hit me: I had gone overboard without adequately acknowledging this colleague’s efforts. I pulled
the car over and called—first to apologize for any upset
I’d caused and second to affirm the sound direction the
colleague was moving in and express my gratitude for
the leadership courage being displayed. That message
couldn’t wait; I needed to say it as soon as possible.
It takes sincere and consistent effort on the part of
the leader to cast a vision of the company’s purpose
and help people see how they can contribute directly
to it. Then the leader must create the conditions in
which people do their best work. The ROI for such
efforts is measured many times over in enthusiasm
and motivation—the kind that gets people up in the
morning, with no alarm.

•
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It

is tantamount to a new normal.
When it comes to forecasting the percentage by which companies around
the globe are planning to raise salaries,
the numbers have held steady for the past four
or five years. This can be good news or bad news,
depending on your frame
of reference. In the U.S.,
for example, the average
salary increase is forecast
to be 3 percent, a figure
that has remained the
same for the past five
years. Prior to that, as the
global recession raged, the
numbers were lower. But
going farther back, into
the 1990s and the first
decade of the 2000s, more
generous raises abounded,
often 5 percent or more.
Get used to this new period of austerity; it is
common around the world, as the chart on the
following page illustrates. But there are some
unexpected surprises. Greece, a nation whose
economy has been trying to recover, reported
that about 70 percent of its companies are plan-
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ning to give salary increases in 2017.
Beyond salary increases, we focused on target
bonuses to get a sense of how companies around
the world are parceling out compensation. We
aimed our survey at three job levels: clerical,
professional and manager, and measured the
target bonus as a percentage of salary. Note
that the country with
the highest bonuses
as a percentage of
salary is India, where
base salaries tend to
be much lower than
in other geographies.
The same holds true
in other emerging
economies where there
is fast growth and high
demand for skilled
workers—demand that outstrips supply.
Finally, we asked thousands of recruiters
around the world to pick out the jobs for which
they are having the most trouble recruiting. Topping the list by a wide margin is engineering. On
average, more than 40 percent of the companies
are having trouble recruiting engineers.

Our 2017
compensation and
job forecasts will
thrill few—except
engineers.
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The Airport (and Manager)

of the Future

Get ready for
butterfly gardens
and waterfalls
on your next
layover—and a
new breed of
airport CEO
to run them.

Singapore
Changi Airport

kind of CEO to figure out how to
generate it.
Airport revenues, of course,
have come a long way over
the years. No longer content
with offering just shoeshine
stations or newsstands, many
airports around the world have
become retail extravaganzas
with health clubs, high-end
boutiques, restaurants and entertainment centers (some of which
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cal

screen IMAX movies), all housed
in spectacular architecture
where flying can seem an afterthought. Vancouver’s airport
boasts an aquarium with more
than 5,000 sea creatures; Hong
Kong’s has an adjacent nine-hole
golf course. When completed,
Singapore’s new airport will feature multilevel gardens, walking
trails and a waterfall that soars
over 100 feet.
Yet for the amount of effort to
get us to not notice our flight is
hours late, the share of revenues
that airports get from non-aviation
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t’s a mind-boggling number
when you think about it: Half a
trillion dollars on airport projects over just a few decades,
stretching from Ataturk Airport
in Istanbul to La Guardia in New
York. All of which may be good
news for holiday travelers, who will
someday get to experience selfbaggage check and self-boarding,
hike along artificial waterfalls, and
wander multilevel gardens. The
only issue: how to pay for it.
Traditionally, airport projects
have been financed either by
private investors or, as in North
America, mostly by municipal
debt. But experts say it’s going to
take a whole lot of new, steady
revenue to cover all that investment—and, apparently, a special

The Airport
Survival Guide
WHERE DO U.S. AIRPORTS
GET THEIR REVENUES?

BY PETER ZHEUTLIN

Pre-Boarding
sources hasn’t budged over the
past decade. According to the
Airports Council International,
so-called non-aeronautical revenue at U.S. airports fell slightly
as a percentage of airports’ total
revenue between 2000 and 2012,
to about 45 percent. Blame everything from e-commerce to Uber
and Lyft, which are cutting into
parking receipts.
“Parking used to account for
a quarter of all airport revenue,”
says Zack Deming, a principal

leased for timber production.
But who is going to run these
complex new airports? Deming
says these new challenges
mean the executives hired to
run airports need an entirely
different skill set than they did
a couple of decades ago. It’s no
longer just about making sure
runways are cleared of snow and
that air and ground operations
run smoothly. Airport CEOs
will need to be everything from
theme-park executive to logistics

Expecting some delays
on your next trip?
Here’s a world map
of airports with some
amazing features.
SIN

ICN

YVR

AMS

ICN

MUC

DXB

NGO
DXB
SIN

in Korn Ferry’s Logistics, Distribution and Transportation
Sector practice. “That’s been
declining every year. Airports
have to offset the reduction.”
In response, airport operators are already thinking in new
ways. The “aerotropolis”—
essentially turning the airport
property into its own city—is a
concept gaining traction at many
major airports. Next to Atlanta’s
Hartsfield-Jackson airport, for
example, carmaker Porsche has
built a test track that certain
high-end airline passengers can
try out. Denver International
and Miami International both
have oil and gas wells on the
property, while land belonging
to Jacksonville International is

guru to a big city mayor of sorts.
“In the old days the people
running airports came from aviation backgrounds,” Deming says.
“Now they’re coming from cruise
lines and even entertainment
companies.” In other words,
people who have been in the
“experience” business and who
understand consumers in general.
Sean Donohue, CEO of
Dallas/Fort Worth International
Airport, arrived in 2013 and manages a massive 1,800-employee
operation with an $800 million
annual operating budget. Though
he has spent his career in the airlines industry, he believes future
airport CEOs must be generalists
with great breadth rather than
tacticians with depth in specific

YVR

Singapore Changi
Airport (24 million
passengers per year). A
swimming pool and a butterfly
garden that is home to more
than 1,000 butterflies. Coming
in 2018, an indoor forest and a
100-foot waterfall.
Seoul Incheon
Int. Airport
(62 million passengers per year).
A golf course, an indoor
ice-skating rink, a casino and a
museum.
Dubai Int. Airport
(78 million passengers per year).
A Zen garden, a full-service spa
and health club with a swimming
pool, and Snooze Cubes with TV
and Wi-Fi.
Vancouver Int.
Airport (20 million
passengers). An aquarium

housing 850 indigenous
sea animals, and a wildlife
management team that offers
on-site programs such as raptor
training.

MUC

Munich Airport
(41 million passengers). Airbräu,
a full microbrewery that crafts
Bavarian beer.

AMS

Amsterdam
Airport Schiphol
(58 million passengers). The
famed Rijksmuseum has a
dedicated branch in the airport
featuring paintings from Dutch
Masters Rembrandt and Vermeer.

NGO

Chubu Centrair
Int. Airport, Nagoya
(15 million passengers). The
Fu No Yu bathhouse is the only
bathhouse in Japan where
passengers can observe planes
departing and landing.

areas such as engineering, operations, HR or finance—the usual
spawning ground for airport
execs. “It’s not just about building
new terminals or runways
anymore,” he said. “It’s not just
about having good relationships
with the FAA, or working with
security, or overseeing operations.
It’s the ability to manage all these
elements and more.”
The good news at least is the
job pays well: The salary for top
positions at a publicly owned
airport can run well into six
figures at both public and private
airports, and the mandates and
budgets seem about in line to
most compensation experts. Says
Deming: “Airports are no longer
just a place to catch a flight.”

•
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A Test That
Too Many People Fail
More workers are not passing drug tests.
Do companies have an answer?

A

vehicle delivery
company had hundreds of slots open
for equipment
drivers in the Southwest and
Texas. It was going to require
a lot of hiring. The firm found
plenty of good applicants and figured it was on the right track—
until the drug screening stage.
Remarkably, more than half of
the applicants didn’t pass.
Fail rates that high are very
uncommon. But the problem ap-

not using drugs,” said Dr. Barry
Sample, director of science and
technology at Quest Diagnostics,
which analyzes urine and blood
samples for a variety of reasons.
The tests themselves date back
to the Reagan administration’s
“War on Drugs” program, and
today companies routinely administer them to millions of job
applicants, often as a precaution
when the jobs involve handling
machinery or are in the medical
field. If failure rates continue

The problem raises costs
for companies, both in
retesting and finding new
pools of applicants.
parently is not, especially in certain parts of the U.S. The country
has a growing drug problem, and
it is spilling over into the workplace in ways many companies
doing large-scale hiring haven’t
anticipated.
“In different markets,
employers are finding it increasingly difficult to identify people
through their screening who are

14
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to rise, experts say, corporate
leaders may need to rethink
their strategies for finding good
applicants, whether that means
seeking out prospects from more
conservative regions or considering more older workers, who
tend to have fewer drug issues.
The latter solution isn’t foolproof, however, said Wendy Muller,
project director at Futurestep,

a Korn Ferry division. “Retirees
are failing the drug screens too,”
she said. Overall, “we’ve seen fail
rates of up to
75 percent in the South.”
Drug use in the U.S. had been
declining for years, but began
to creep back up over the past
decade. Among adults 26 years
or older, it jumped to 8.3 percent
in 2014 from 5.5 percent in 2004,
according to the latest survey
data from the Substance Abuse
and Mental Health Services
Administration. The bulk of that
increase comes from marijuana
use, although other drugs such
as heroin and prescription pain
killers are part of the story.
“If you look at 27 million
people who used an
illicit drug, you find
that 22 million of
that was marijuana,” said Arthur
Hughes, a statistician at the agency.
This trend
comes hand in glove
with the increased
legalizing or decriminalizing of recreational
pot use. Colorado, Washington, Oregon and Alaska

B Y S I M O N C O N S TA B L E

have already legalized marijuana,
with other states considering
the move on ballots this year.
Decriminalization, to one degree
or another, is already a reality in
17 more states.
“In Colorado, dispensaries
are all around,” said Muller, who
explained that the more experienced job seekers often self-screen
by not applying. “It’s one of the
first things I tell them, about the
drug screening,” she said. “They
look at me and I can tell what they
are thinking, and they leave.”
The problem certainly raises
costs for companies, both in
retesting and finding new pools
of applicants. These costs become
significant when large-scale
hiring is involved. One answer,
say some consultants, is to rely
more on referrals from existing
staff. “Current employees
spread the word about the drug
test,” said Susan De La Vega of

39%
MARIJUANA

18%
AMPHETAMINE

Hay Group. They might even
discourage acquaintances from
applying when they know the
candidate will not pass.
Using geography and demographic trends to find stronger
applicants can help too, even if
that means relocating them from
an area like the Northeast, where
failure rates tend to be lower. Still,
the loosening of laws governing
marijuana use in some parts of
the country suggests that this is a
long-term issue. And laws aside,
drug testers say there are difficulties already arising in identifying
what level of marijuana use is
acceptable for what job. “There
is no consensus for what level is
a problem,” said Sample at Quest
Diagnostics. “What constitutes
‘under the influence’? It’s not clear
that a resolution to that question
will come anytime soon.”
What is clear is that there is
still a need for workers. In addi-

12.2%
OXYCODONES

tion to hiring via employee referrals, managers might consider
bringing back recent retirees
from the same company. The
potential candidates already have
a deep skill set, and know the
company culture and also what’s
expected of them. Given the
fact that so many baby boomers
are delaying retirement, this
prospective worker pool could
prove fruitful in addressing the
drug issue. “In the Northeast and
the Southeast, more often than
not the retirees pass the tests,”
said Muller.
“What we’ve been trying to
do is to look for populations
that would likely pass such a
test,” added Muller, citing the
example of stay-at-home moms
wanting to work shifts during the
day. “We try to understand the
demographics in the region where
we recruit and understand who
would pass.”

•
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A HARD PILL TO SWALLOW
SOURCE OF DRUG TEST FAILURES AMONG
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The Toll of Being the Best
BY GLE NN RIFKIN

T

he only thing more
startling than Peter
Lynch’s run on Wall
Street may have been
his decision to walk away. It was
1990, the height of the bull run
on Wall Street, and at the age of
46, the man who had built the
most successful mutual fund in
mate, inducing one of every 100
the world decided to call it quits.
Americans to invest in Magellan.
In doing so, he made it clear that
Fidelity, for its part, saw its
success for any leader can also
fortunes soar, from assets of $4.8
have its burdens.
billion to more than $114 billion,
For those under 40, the name
as it helped convince millions of
might not ring a bell. But Lynch’s
Americans that the stock market
bespectacled, white-haired
could carve a path to retirement.
image, so prevalent
“His perforon cable business
mance was really
channels in the ’80s,
extraordinary,”
might. A fund mansaid Alan Marcus, a
ager at a time when
professor of finance
mutual funds were
at Boston College’s
not yet on the radar
Carroll School of
%
of most individual
Management. “I
investors, Lynch
doubt what he did
ANNUAL RETURN
put together one of
could be duplicated
OVER 13 YEARS
Wall Street’s most
today.”
remarkable winning
Sustained sucHE GREW THE
MAGELLAN FUND TO
streaks, turning the
cess at the top of
$14 BILLION
Magellan Fund into
the game is rare—in
a $14 billion behesports, in politics
ONE OUT OF EVERY
moth and helping
and in business.
100 AMERICANS
transform investing
What Lynch acINVESTED
IN MAGELLAN
as we know it.
complished under
During his 13the harsh glare of
year tenure, Lynch
public fascination
provided investors a staggering
and scrutiny still shocks investing
29 percent average annual
experts today, decades later. Like
return, outperforming the
star athletes who rise to hall of
Standard & Poor’s Index 11 out
fame levels, Lynch was a riskof 13 years and, by his own estitaker who didn’t flinch. According

Investment wizard
Peter Lynch’s remarkable run
only demanded more.

How
He Changed
the Game
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to Marcus, as his success grew, so
did the freedom Fidelity gave him
to be bolder and make bigger bets
inside the Magellan portfolio.
Many thought Lynch’s genius
at identifying companies whose
stock was poised to skyrocket
was all about following his gut.
In fact, his success was fueled by
a yeoman’s appetite for research
and analysis of every company
whose stock he acquired.
Still, Lynch’s decision to retire
at such a young age shocked
Fidelity and the investment community. Over time, it appears
that the pressure to maintain his
unprecedented level of success
simply grew to be overwhelming.
He told The Wall Street Journal
at the time that he needed to
spend more time with his family
and on other personal interests.
Being a winner for so long took a
physical and emotional toll.
“Since 1982, I’ve worked every
Saturday,” he told the Journal.
“The last 18 months, I’ve been
working Sunday mornings
before church.” Citing his dad’s
early death (at age 46, no less),
Lynch said he had no interest
in working himself to death so

Peter Lynch,
in front of a chart
showing his
fund’s gains.

young. He said that when his
doctor asked what he did for
regular exercise, “the only thing
I could come up with was that I
floss my teeth at night.”
To be sure, his last few years
grew exhausting. As the fund
got bigger, the burden increased
to find places to invest and
the media began to question
whether Lynch could continue
his successful run. Like the red
cape to the bull, such a challenge
only fueled Lynch to keep going,
until he couldn’t.
“The pressure became enormous,” Marcus said. “In the best
of circumstances, that is a brutal
job. Think about how many
companies the fund is holding
and how many others he had to

sift through to decide what to
hold. Add the travel schedule,
meeting with managers, reading
through financial reports. It’s
really overwhelming.” What’s
more, Marcus added, Lynch did
all this without the benefit of the
Internet, sophisticated financial
software and a tsunami of financial data at his fingertips.
What Lynch set off at Fidelity
is still being felt today, more
than 25 years after he retired.
Fidelity is the world’s fourthlargest mutual fund and financial services firm, with more
than $5 trillion in customer
assets, and serves more than 25
million individuals and nearly
20,000 businesses.
At 71, Lynch is still an active

investor, serving on Fidelity’s
board in Boston and devoting
most of his time to philanthropy.
He also mentors young Fidelity
fund managers. Looking at today’s investing world, he recently
said in an interview that the
greatest change in the industry
today is the “deluge of data
analysts must process” to run a
fund. He recalled having to wait
for the quarterly earnings report
from Nike to arrive in the mail
and peruse it to decide whether
to buy more stock. “Unless you
were a Nike shareholder, you
weren’t going to get that letter,”
Lynch said. “Now when they
report quarterly earnings, it’s
webcast all over the planet and
anyone can get a transcript.”

•
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AND GLENN RIFKIN

Corporate
chieftains
have long
paid lip
service
to the importance of
their employees while
human resources
leaders chafed on the
sidelines—overseeing
compensation, training
and development but
feeling hamstrung from
actually managing
human capital with the
attention it deserved.
Now, of course, a
relatively new HR
function—the chief
human resources officer
(CHRO)—has emerged,
and with it a whole new
art of managing staffs.
Today’s global
corporations are
reliant on knowledge
as opposed to brawn,
with a talent pool
that is younger and
more mobile, diverse
and highly trained
than ever. Enter the
CHRO, who is tasked
with ever-greater
responsibility for
eliciting results and
putting out fires. All

that talk about the
importance of people
has become real.
Human capital must
be nurtured, protected
and managed in ways
that were not part of
past conversations.
How this works in
a practical setting
means different things
in different industries.
Finding and recruiting
the kind of talent to
successfully serve
customers in a huge
financial services
company is nothing
like overseeing the
tens of thousands of
employees at a major
international airline,
or the highly skilled
scientific and technical
work force of a global
pharmaceutical giant.
But there are common
threads, as we learned
in speaking to three
CHROs, from Voya
Financial Services,
Sanofi and Lufthansa
Airlines. As Alan
Guarino, vice chairman
of Korn Ferry’s CEO and
board services practice,
puts it: CHROs “are
the CEO’s lead service
provider for the talent
agenda.”

Lufthansa Group

Bettina Volkens

W

hen Bettina Volkens became CHRO
of Lufthansa Group, the
$35 billion German airline, in 2013, the
former lawyer encountered the global
airline industry in a state it always
seems to be in: volatile. Political upheaval,
natural disasters and economic turmoil all
had a dramatic impact on the major carriers,
even top-rated airlines such as Lufthansa.
While focusing on the development of
leadership within Lufthansa’s management
and finding innovative ways to enhance
human capital at the airline, Volkens, 53, has
the additional challenge of forging
In times agreements with the airline’s powof increasing erful trade unions.
In Germany, trade unions play
volatility and an important, outsized role in both
competition, the nation’s economy and society,
fostering the and set the framework for working
needed flexibility conditions in most industries.
and agility Volkens works closely with several
trade unions, with
among our staff specialized
whom agreement is paramount in
and leadership order to establish cost structures
team ... is the that allow the airline to operate in
most difficult an economically feasible manner.
Having established agreements
task.

with the ground and cabin crew unions,
the next big union contract will be with the
pilots. The implications for Lufthansa and
its CEO, Carsten Spohr, are monumental,
making Volkens a key strategic player in
management.
“We are in the midst of a fundamental
transformation process that requires high
flexibility from both our staff and management,” Volkens said. “In the last three years,
we launched efficiency programs, customer
orientation initiatives and organizational
restructuring projects—a lot of change undertaken at the same time.”
The shifting dynamics of the global airlines business leaves no choice but to initiate
such moves in order to create a more flexible
organization. Top managers, many of whom
have had long careers at the airline, have to
embrace the changes, happily or not.
“What we want to achieve is to finally let
go of the traditional ‘silo mentality’ in business areas and our major airlines, and to collaborate more closely with colleagues across
all corporate units instead,” she explained.
In a culture built upon rigid adherence
to both safety and perfection, slow decisionmaking processes go hand in hand with
risk aversion. For years, Lufthansa did not
hire managers externally, which produced
even more corporate rigidity. “In times
of increasing volatility and competition,
fostering the needed flexibility and agility
among our staff and leadership team has
been and is the most difficult task I deal
with,” Volkens said.
To address the development of its leadership teams, Volkens has restructured the
internal training entity and renamed it the
“LH Group Campus.” Since 70 percent of
all worldwide change initiatives fail, she
said, mainly because the required change
is not supported by employees or management, HR has to focus more intensely on
human capital, foster the right talents
and change required competencies. Thus,
“from my expectation, HR will become
more analytical and strategic than ever
before,” she said.

•
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Sanofi

Roberto Pucci

IN

2015, when Olivier Brandicourt took over as CEO of
Sanofi, the $42 billion pharmaceutical giant, one of his first
meetings was with Roberto Pucci, the company’s CHRO.
Talking with the person responsible for human capital and
organizational dynamics made this a natural starting place
for Brandicourt. But soon that relationship was tested as the company
initiated a new organizational structure, shifting from a decentralized
model to a global business unit model. For a company with over 110,000
people in more than 100 countries, such a dramatic change demanded that
Brandicourt and Pucci work closely together for many months.
“Right after we designed the organization we had to staff the organization, and since he was new, Olivier was relying on me and my team to
guide him on people choices and organizational structure,” Pucci said.
“That has given us an unbelievable opportunity at a very strategic level to
make a significant contribution to the company.”
For Pucci, an outspoken 53-year-old HR veteran, the CHRO role
is a comfortable fit. Having worked in the high-tech and automotive
industries, Pucci arrived at Sanofi seven years ago with significant HR
skills but little knowledge of biotech and pharmaceuticals. Conquering
the learning curve on the technical side was a challenge and required the
humility to realize there was a lot to learn. After seven years, much of his
time on the road meeting Sanofi executives and employees, Pucci believes
there are some elemental truths.
“We have to operate in different cultures, and I’ve worked in four
different industries in four different countries in my career—Italy,
France, Switzerland and the U.S.,” he said. “And I’ve learned that people
are people. What motivates them and frustrates
them is not much different from one country to
Right after we designed the another.”
organization we had to staff the
Pucci pointed out that the dynamics of the bioorganization… That has given us an tech and pharma industries are changing rapidly as
unbelievable opportunity at a very this once heavily regulated, monopolistic environis now highly competitive. These changes
strategic level to make a significant ment
are having an impact on the people Sanofi recruits.
contribution to the company.
Rather than just technical expertise, the preferred
candidate must have a demonstrated ability to deal
with change, to understand how to penetrate markets and identify value chains. Since Sanofi finds itself up against such major global
giants as Pfizer and GlaxoSmithKline, the battle for top talent is fierce.
Working with Brandicourt, Pucci is aware that moving quickly to secure valuable
talent is key. In an industry once averse to risk due to regulations, safety concerns and
the high cost of product development, the new challenge is clear: “Can we strike the right
balance and deal with safety and regulation, but also take the opportunity to tackle the
market with new dynamics?” he said. People with that mind-set are in high demand.

•
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Voya Financial

Kevin Silva

F

or Kevin Silva, executive vice president and CHRO at Voya
Financial since 2012, there are common elements in his
role, regardless of the industry. In a job in which he must
manage both financial and human capital, “human capital
is equally important,” Silva said. Indeed, the role of the
CHRO is to connect human capital to the production of financial results in an organization.
“First, you have to pay attention to culture and the work environment,” said Silva, 63, who has worked in various human resources positions at such companies as MasterCard International, Merrill Lynch
and MBIA Insurance. “Every company has a culture. The question is
whether you have a culture of default—the last person running the
place—or one of design.”
In order to maximize human capital, Silva oversees a variety of
talent categories, from customer service to investment managers to
software specialists. For Voya, an $11 billion company with 7,000 employees dedicated to retirement planning for its 13 million customers, the focus is
on the “what” and the “how,” he pointed out. Teams are graded 50 percent on what
they accomplish—the hard financial objectives—and 50 percent on how they achieve
those objectives. In particular, Silva pays close attention to how the
company’s leaders use talent.
“Some leaders churn talent, grind it down so it must be replenEvery company
ished,” he said. “Others use it; their subordinates are cogs in a wheel.
Finally, some leaders grow talent: The people and the organization
has a culture. The
are better because of that leader.”
question is whether
Finding leaders capable of growing talent is not a simple task.
you have a culture
Voya depends on a system of continuous improvement in which the
of default—the last
teams are solving problems at the lowest levels of the organization. In
person running the
so doing, employees are urged to collectively identify problems, even
place—or one of
“celebrate” problems, and then by resolving those at the lowest levels,
there is a positive influence on customer relationships.
design.
Today’s human resources organization must continue to focus on
traditional areas of compensation, benefits, and training and development. But at the high end, the CHRO “is a coach and counselor to
the CEO on both business and human strategic roles,” Silva explained. “The strategic
CHRO acts as coach and adviser to the CEO and to the senior team.”
Since Voya spun off as a new brand in 2014 from the former ING, Silva has been
involved in creating a new culture and identity for the emerging company. Rather
than following a traditional top-down approach, which he said stifles creativity
and problem solving, Voya turned the organization upside down and, led by the
CEO, looked to use its culture as its distinguishing feature. “Financial services are
challenged to distinguish themselves, one employer from the other, and we are competing for top talent and a younger work force,” Silva said. The CHRO must take a
visible and proactive role in the endeavor.

•
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THE G LOBAL ECONOMY

The Risky Business
of Commodity Pricing

T

hough it may seem
like it, you don’t
really need a degree
from the London School
of Economics to figure
out most economic booms
and busts. Consider, for
example, the commodities business: oil, copper,
nickel—the raw materials
that are the lifeblood of so
many companies.
Prices have been low for
a few years in nearly all
categories, as corporate
leaders well know. These
low prices have been a
boon for a host of manufacturers and aerospace companies. Even the lithium
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for cell phone batteries
dropped in price for a
couple of years.
While corporate
strategizing and fantastic
marketing are nice, it was
low commodity prices
that have really helped
keep profits strong at a lot
of companies.
The problem comes
when business chiefs
start making expansion
plans based on the idea
that the prevailing price
levels will continue, or at
least stay at a reasonable
rate. One thing is certain:
These low prices won’t
last nearly as long as
many people think. When
materials prices do start
moving up, it can be a
swift and brutal event. In
a trice, capital planning
assumptions made in the
CFO’s office can be upended, turning projected
profits into huge losses.
The seeds of the next
commodity price boom
are already being sown.
“Exploration for new
resources has fallen off
the cliff,” says John Dowd,
portfolio manager of the
Fidelity Select Natural
Resources Portfolio.

And it’s no wonder.
Oil prices dropped from
around $100 a barrel in
mid-2014 to a recent low
of $26 in early 2016. The
mining business also got
squeezed, with copper
prices down about a third
in the same period. In
such an environment,
where layoffs and other
cutbacks at these firms
become widespread, who
is really thinking hard
about digging expensive
holes to find more resources? In just the span
of a year in 2014, U.S.
capital expenditure in the
mining and energy sector
plunged from a seasonally
and inflation-adjusted
annual rate of $137 billion
to $40.9 billion, according
to the latest data from the
St. Louis Federal Reserve.
“The industry has moved
from the investment
phase to the exploitation
phase,” says Jason Lejonvarn, who leads Mellon
Capital Management’s
commodity investment
strategy.
The reduction in
exploration will eventually catch up with the
resource industry and

Constable
is an author
and former
TV anchor
for The
Wall Street
Journal.

BY S I M O N
C O N S TA B L E

everyone else. It works
like this: Commodity
companies of all types
need to replenish depleted mines with new
orebodies (or dry oil
wells with new, productive ones). The current
cutbacks in spending
will dramatically reduce
future supplies of energy
and minerals in a way
that cannot be solved
quickly when prices start
to rise again. Or more
simply, when more supplies of copper, nickel
or oil are needed in the
future, it won’t be like
turning on a water hose
with instant flow. New
orebodies need to be discovered and mines built,
which of course takes
money. More important,
it takes time.
Due to lack of investment, increased demand
for materials will not be
swiftly met with more
supply. That means prices
will likely rally with
breathtaking speed. Just
look at recent history.
In June 2008, crude oil
reached an all-time peak
of around $150 a barrel,
up from $11 a decade

earlier. In 2006, nickel, a
key ingredient in stainless
steel, more than tripled in
price in just over a year to
over $50,000 a metric ton.
Perhaps the most
worrisome part of the
equation is in forecasting
price moves with any
degree of accuracy.

similar exchanges, actually tell you is today’s
price for a ton of metal
(or similar) that will be
delivered to you on a designated day in the future.
Ultra-long-term contracts, those more than a
year into the future, are
often so thinly traded

While corporate
strategizing
and fantastic
marketing are
nice, it was low
commodity prices
that have really
helped keep
profits strong.
Resource economists and
capital planning analysts
don’t have a great track
record. The joke is
that economists were
invented to make astrologers look good. The
strategy of many analysts
is to use futures prices.
That’s a mistake. What
the prices of contracts
traded on the CME, or

that it’s difficult to know
if they actually mean
anything about future
conditions. All of this
makes developing capital
planning tricky because
the raw materials prices
are vital to determining
profitability.
There is also a further
problem, high prices
might be the least of

the worry. Sometimes it
simply isn’t possible to
buy what you need at any
price. Seasoned veterans
may recall the lack of tires
for jumbo-sized earth
moving trucks about a decade ago. Even at a price
of $250,000 per tire there
simply weren’t enough
available to fill demand.
So what is a CFO to
do? Avoiding the problem
makes no sense.
Possibly the best
course of action is to
enter into true long-term
partnerships with suppliers. There needs to be
an acknowledgement by
both parties that prices
move up and down over
the business cycle and
that both the pain and
profits will be shared.
Such long-term arrangements may limit how
much prices fluctuate. At
the same time, such a deal
would guarantee supplies
to the buyer in boom
times and assure the supplier of a customer in the
bust periods. It’s a question of acknowledging
that both parties need
each other through thick
and thin.

•
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M A N A G I N G W E A LT H

In Asia, Mixing High Tech
with High Touch

S

ometimes it can
take decades for real
change to occur,
especially when a whole
continent is involved. But
that wasn’t the case when
a seemingly innocent
form of e-investing landed
on the shores of Asia a
couple of years ago.
For decades and right
through into the 21st century, the investment landscape here was dominated
by professionals advising
the middle class and
wealthy on investments,
and handling many of
the transactions. It was a
somewhat ironic state of
affairs: Online investing
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was all the buzz in the
West, but not in an area
spanning from Seoul to
Shanghai, a region that
has long been considered
a technology bastion.
A largely personalized
service ruled the day.
But that was before
Alibaba Group, the Chinese e-commerce giant,
catapulted into financial
services and its online
payment affiliate, Alipay,
gained a majority
stake of Tianhong Asset
Management Co. in February 2015. Together they
launched Yu’e Bao, which
translates as “leftover
treasure,” a reference to
converting spare cash
into money-market
fund holdings. Instead of
a phone call or chat with
an adviser, all consumers
needed was a few mouse
clicks to put money into
this fund, which offered
rates more attractive than
most state-run banks.
Eighteen days
later, some 2.5 million
customers did exactly
that—and socked $1 billion away into the fund.
And they were just getting
started; within a year,

81 million customers
poured $90 billion into the
fund—easily the fastest
growing mutual fund in
history. Only three U.S.
money-market funds were
larger—and they had been
around for years.
In some ways, Asia
has never quite looked
back. Waking up to this
disruptive technology,
asset and wealth management firms are assuming
the high-net-worth crowd
will want to get in on
the action too, so they’re
deploying a combination
of digital and humandelivered strategies.
Clients include everyone
from individual investors to sovereign wealth
fund and institutional
managers, and while it
may take time, it’s likely
to be quite a transformation—just look at how big
mobile apps and online
investing have become
for all asset classes in
Western markets. As Ryan
Stork, chairman of Asia
Pacific BlackRock, put it,
this is “a journey; some
firms are ahead of others.”
But exciting as it is, the
journey has one stumbling

Wong is
global sector
leader,
Wealth
Management,
at Korn Ferry.
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How do you find the talent that has
the skills to be both high tech and high
touch, especially when the customer base
is rich? The deciding factor is having
the right mix of talent.
block, and it’s the kind
that technology must
always wrestle with—
humans. How do you find
the talent that has the
skills to be both high tech
and high touch, especially
when the customer base is
such a rich group?
Indeed, of all businesses, this is one digital
transformation that’s
going to take a delicate
hand. Tech-savvy talent
is clearly a must. But so is
the need to understand
and advise well in the vast
world of finance—and to
know how to handhold
well-off clients. Rare is
the breed of individual
who is comfortable
with both. The ideal
candidate is someone
who is comfortable using
technology tools for risk
management, portfolio
evaluation, and asset al-

locations, as well as able
to provide best-in-class
consumer experiences,
gain new customers,
increase loyalty, and grow
market share.
In one sense, this
kind of talent challenge mirrors the same
ones many industries
face. Successful digital
transformations are not
about having the right
technology alone; rather,
the deciding factor is
having the right mix of
talent to lead and execute
the transformation. Often
that talent mix involves
some digital expertise
recruited from outside
the industry, coupled with
people within the organization who are deemed
“digitally ready”—with
eagerness to learn and
embrace new ideas. Specific traits include:

•

The ability to learn quickly
and react to the unexpected

•

Critical thinking skills and being
comfortable with complexity

•

Experimenting and dealing with the
discomfort of change

•

Scrutinizing problems and making
connections so others can
understand them

•

Work well within highly structured
financial service environments

•

Comfortable converging capabilities,
handling both investment strategies
and digital applications

Here in Asia, some
financial institutions
are already forming
teams to identify and
train graduate students.
It’s a smart move, since
students who have digital skills tend to pick
careers in technology—
not financial services.
In the end, don’t be

surprised if the most
successful financial
institutions are the ones
that kept an eye on the
human element of this
business. Indeed, in the
land of high net worth,
the best-trained teams
will be the real game
changers—as much as
any app.

•
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EMOTIONAL INTELLIGENCE

The Real Definition
of Smart

It

is an odd experiment: A group
of executives is
asked one by one to lie
in an MRI machine and
perform a variety of
mental tasks. Picture one
of these executives inside
the coffin-like apparatus, amid loud banging
sounds, while scientists
scan their brain.
Because of such work,
and a series of other
studies, the idea of pinpointing high-performance
leadership is no longer
quite the guesswork it once
was. We’ve all had bosses
in our careers who had an
uncanny ability to energize
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us, move us to the next
level. And then we got
stuck with ones who did
just the opposite. Now science can tell us why—and
document the growing
importance of emotional
intelligence.
This kind of intelligence differs from IQ,
with a different set of abilities that make or break
the best leaders. In a study
of mine of more than 100
different businesses and
other organizations, we
found that purely cognitive abilities like IQ were
merely a “threshold” competence, one you needed
to get the job. But once
you were in the game,
you were competing with
people about as smart as
you are—what’s technically known as a “floor
effect,” which makes IQ
smarts less predictive of
performance than it is in
the general population,
say, among students.
The distinguishing
abilities that related most
strongly with outstanding
job performance for each
company were far more
often in the emotional
intelligence category.

This sort of intelligence
reflects how people
handle themselves—for
example, striving toward
a goal, staying calm under
pressure—or how they
manage relationships, like
inspiring others to give
their best or working as a
team player.
Empathy, the ability to
sense the views and feelings of others, operates as
a keystone in one’s ability
to manage relationships,
ensuring that what a
leader does and says will
resonate with everyone
else in a positive way.
But beyond empathy,
many of the best leaders
have strength in a closely
related competence: They
can inspire their people
to give their best, to feel
pride and loyalty in their
organization or team, and
to love what they do. This
is no idle theory: Brain
studies suggest the power
of leadership resonance
to inspire.
As reported in the
Leadership Quarterly, a
handful of senior executives and business owners
had their brains scanned
during different mental

Goleman, a former
New York Times
writer, is author of the
international bestseller
“Emotional Intelligence”
and a noted lecturer and
expert on leadership
development.
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Empathy operates as a keystone in one’s
ability to manage relationships.
tasks. In one trial they
vividly recalled how they
felt during a specific encounter with a leader they
had developed a resonant
relationship with—for example, a time when that
leader kept them focused
on a positive goal or offered meaningful support.
In another trial they
brought to mind the opposite sort of encounter,
a toxic interaction with
a dissonant leader—the
kind who was harshly and
unfairly critical or created
needless stress.
Importantly, scientists find that what we
feel when we vividly
remember a charged
incident reflects fairly
accurately what we felt at
the time. And the scans
revealed a stark difference between the brain
circuitry activated by
resonate versus dissonant
interactions.

When recalling a
memory of the resonant
encounter, the executives’
brains reflected a pattern suggesting positive
feelings and emotional
engagement. In contrast,
recollections of the
dissonant interaction
activated areas reflective
of avoiding something
unpleasant by withdrawal
into an inward focus of
attention, along with
caring less about others—
in fact, an active disliking.
This pilot study was
done by Richard Boyatzis
of the Weatherhead
School of Management

at Case Western Reserve
University, working with
a team from the imaging
sciences unit at Cleveland Clinic.
“The quality of a
leader’s relationship with
his or her followers,” the
report notes, “affects the
follower’s job satisfaction,
organizational commitment, turnover retention,
health, effort, learning
and development—as
well as the leader’s ability
to effectively renew his
or her own energy and
motivate others.”
Likewise, at the Yale
School of Management,

research on leaders and
their teams showed this
from another angle.
When team leaders were
in a bad mood, team
members caught that
mood, and performance
dropped. When leaders
felt enthusiastic and
energized, members did
too, and performance
was high.
How can an executive
create resonance that
leads to these benefits
throughout an organization? One suggestion:
Go to scale with a
healthy dose of emotional intelligence.

•
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Primal Leadership:
Unleashing The Power
of Emotional Intelligence

What Makes A Leader:
Why Emotional
Intelligence Matters

(Harvard Business School Press)

(MoreThanSound)

Great leaders move us,
but it is not only about
strategy, vision or
powerful ideas.
The reality is that
leadership is more
primal; it works
through the
emotions.

Research shows that
when it comes to
top echelon leaders,
companies find that
80-90% of the
competencies that
distinguish star leaders
are built on emotional
intelligence.
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IT’S WHERE WE’RE GOING.
AND WE’RE GLAD YOU AGREE.
We’re proud to have been recognized as the #1
Recruitment Process Outsourcing (RPO) provider
on HRO Today’s 2016 Baker’s Dozen list.
To us, RPO is more than just outsourcing the
recruitment process. It’s about discovering and
delivering the talent that makes the greatest
impact on your business.
Get your organization to UP with Korn Ferry
Futurestep at kornferry.com/futurestep
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Welcome to
the new normal,
where workers
struggle to care
about their jobs.
What are the
costs, causes
and solutions
to what may
be the defining
corporate crisis
of today?

It’s

Sunday night in Seattle,

and Dina Vaccari’s fridge is
stocked with colorful Mason
jar salads, lined up and ready for a week of
battle. Stacked up beside her bed are inspirational books by Buddhist monks on finding
your most productive self. Her clothes dryer
is humming, fluffing the towels for her
morning swim workout. You’d have a hard
time calling Vaccari unmotivated.
The 34-year-old MBA grad lives and
breathes motivation, journaling about
career goals and attending lectures on
fine-tuning business skills. And yet, when it
came to her professional life, Vaccari sometimes had trouble finding motivation. “I
felt like I was working at a breakneck pace.”
Worse, she says that since her effort was
already maxed out, she couldn’t imagine
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The Battle for

The Battle for

how she could possibly move up within the company
without completely exhausting herself. “It left me
feeling apathetic,” she says.
That wasn’t how she pictured things going.
Raised the child of a hardworking Italian father
in Pittsburgh, Vaccari always envisioned that her
MBA would lead to a secure future, one featuring
a rising paycheck, a reliable health plan and a fat
401(k) fund waiting at the end of the line, made all
the larger by both a strong stock market and years
of corporate matches.
But instead of building the steady career of
her parents’ generation and feeling loyalty to one
company, she spent her years after grad school
job-hopping, leaving one position because of that
breakneck pace, another because of the lack of any
work-life balance and another because she felt as if
she was simply “attending meetings about making
presentations” without making a difference for the
company’s bottom line. She decided to take a break;
she got married, she traveled and she started to
wonder if she would ever encounter a work atmosphere where she brought unique value to a team
and was strongly backed by an enthused manager.
In short, this overachieving MBA grad was stressed
that she would have to settle for simply bringing
home a paycheck, instead of thriving in an environment where she was “moving the needle for business.”

It

may sound like a gimmick to ask: “What’s my
motivation?” You might remember the old Sprite commercial that mocked even pondering such a question.
But this curious search for motivation has become a very
real, and very significant, problem for some of today’s top workers,
and in turn, for today’s top companies.
As many of us know, much of the workplace has transitioned over
the past 50 years away from a paternalistic, caretaker economy and
toward an on-your-own, gig economy. Gone are the days of single
careers with one firm, replaced by a workplace setting where even top
employees are threatened by contract workers, and where benefits are
shrinking or evaporating entirely. The trend, both in the old corpo-
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rate coddling and in the new disenfranchising, is often associated
with the United States. But in fact,
global competition is threatening
to change the relationship between
workers and companies worldwide.
By itself, the workplace shift
created what many experts believe
was the first blow to motivation:
Employee loyalty dropped as every
corporation pulled back on
benefits. The second blow? The
economy. What had kept many
people going strong—and striving
for advancement—fell off the cliff
when everything from housing
booms to stock market windfalls collapsed into pieces. Now,
with interest rates low for so long
and competition stiff, many industries and markets have hit a wall
for the foreseeable future. Take
away all those booms, and paychecks simply don’t hold the same
promise that they used to.
To be sure, these twin developments can have a reverse effect,
pushing the fearful to work hard to
stay employed. Necessity can be a
form of motivation. But companies
know full well that carrots can
engage workers better, especially
if employers want employees who
are more than out-the-door-at-5
kind of team members. Only, where
are the carrots? “People have become really disaffected with their
jobs and the organizations they are
working with,” says Teresa Amabile,
professor and director of research
at Harvard Business School. She is
CONTINUED ON PAGE 36

Study: At more than eight of 10
companies, workers did not feel as
if they were making progress.
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The Battle for

To Have, To Have Not:
Engagement experts say fewer corporate benefits, combined with a slowed
economy, have hit both the professional and personal lives of workers.
Here are some of the biggest shifts since the 1960s and 1970s.

BENEFITS OF JOB

THEN

NOW

Pensions: Pension offerings were standard
among most Fortune 500 companies from the
1970s and until the 1990s.

What Pension? From 1998 to 2013, the number
of companies offering pensions dropped 86
percent, from 251 to 34.

Salary Growth: From 1965 to 1978, annual
worker compensation grew nearly 20 percent.
Companies handed out bonuses liberally—
anyone remember the “Christmas bonus”?

Shrinking Pay: From 2000 to 2013, salaries
rose only 8.7 percent for private sector,
non-supervisory roles—half the rate of the
old increases, and below inflation.

Corner Offices: The image of the exec with his
feet on the desk in a corner office with skyline
views wasn’t just in the movies; that was the
image that kept many employees motivated to
achieve one, with a secretary to boot.

Cramped CUBICLES: Welcome to “open seating”
plans where average space per worker has
shrunk to below 280 square feet. And welcome
to co-working outlets, where employees sit with
strangers from other companies.

JOB SECURITY / GROWTH

THEN

NOW

JOB FOR LIFE: Big firms like IBM, Delta and
Motorola often had policies against laying off
employees. Even the word “layoff” used to
connotate just a temporary severance.

REGULAR Layoffs: Pink slips hit a seven-year
high in the U.S. this year. Globally, the oil industry
alone has laid off 350,000 since the downturn.
Today, layoffs are part of normal business.

What’s a Freelancer? In the 1970s, they were
called “boundaryless workers”—an unfamiliar
term since there weren’t many of them.

Contingent Workers Everywhere: Today,
according to one estimate, 35 percent of the
U.S. work force are contingent workers, often
with few or any benefits.

Aiming for Advancement: Through the 1970s
and 1980s, up to 22 percent of workers said
a chance for advancement mattered most,
according to the General Social Survey
published by the University of Chicago.

LOOKING FOR ANOTHER JOB: By 2014, only
13 percent of workers said advancement
mattered most in their jobs.

ECONOMIC SPENDING POWER

THEN

NOW

Housing Boom: Even if your career wasn’t
booming, your home’s value surely was. Housing
prices shot up 465 percent from 1970 to 1990.

Housing Bust: The boom in housing prices
busted big time in 2007, set off by a subprime
mortgage crisis.

ROBUST STOCK MARKET: Who couldn’t lose putting their paycheck in the stock market? The
stock market rally from 1982 to 2000 is considered one of the broadest and most powerful.

Shaky Markets: The crash of 2008 combined
with sobering developments in both Europe
and China left few investors expecting big
stock gains from the “global economy.”

15% Savings Rate DURING PARTS OF THE 1980s:
A penny saved was a lot more than a penny
earned, with banks offering interest rates
better than 15 percent in the 1980s.

1% Savings Rate: How can workers squirrel
away those hard-earned paychecks, with CDs
offering a fraction of 1 percent interest?
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“The
importance
of all this
can’t be
understated...
It (will)
separate the
good companies
from the truly
great oneS.”

D

espite how important employee
motivation is to corporations and, in turn,
the economy, historical comparisons are
rare. The most well-known social science survey in the U.S., conducted by the National
Opinion Research Center, offers conflicting clues. It
finds that, dating back to 1973, workers generally
give job satisfaction high marks. But ask people
how they feel about their own accomplishment
or advancement in their jobs, and the charts are
heading slowly but steadily in the wrong direction.
That’s why experts like Amabile have gotten
more specific about how they talk about and help
others digest the concept of motivation. In fact,
they’ve split motivation into two more manageable
and measurable elements: intrinsic motivation and
extrinsic motivation. In short, extrinsic motivation
is a drive that comes from outside rewards or punishments; it’s what propels you to put in the extra
hours so you can be eligible for a bonus, or so that
you don’t have to get an angry 2 a.m. email from
your boss. Intrinsic motivation on the other hand is
a drive that comes from within; it’s the adrenaline
rush you get from a challenge, or the satisfaction
you get from nailing a presentation.
The data show why distinguishing these forms
of motivation matters. According to a Korn Ferry
survey, only 59 percent of global employees feel
extrinsically motivated to work hard and give their
best effort. In other words, more than 40 percent
of workers don’t feel as if their company is offering the kinds of incentives that will keep them
motivated. And though the numbers on intrinsic
motivation might look better (70 percent of global
employees feel intrinsically motivated at work to
do and deliver more), Royal points out that even
that big percentage reveals a major motivation gap.
“When you consider that a third of employees are
not engaged,” he notes, “that’s a lot of time wasted
for both those employees and their employers who
are not getting the full impact of their potential.”
He calls this wasted potential a looming “energy
crisis” for companies around the world.

the co-author of the groundbreaking book, “The
Progress Principle,” which surveyed more than
200 companies and 12,000 employees on worker
engagement. What did she find? At more than eight
out of 10 companies, workers did not feel as if they
were making progress, which in turn creates a motivation problem. “When employees have setbacks
instead of progress, they are less happy and less
intrinsically motivated,” she says. “They will be less
creative in their work, less productive and demonstrate a lower level of commitment.”
All of that can have what can only be described
as a mind-blowing cost to the bottom line. Corporations pour enormous resources into fostering
superior performances from their staffs, a goal that
has become important in today’s ruthless global
economy. By one estimate, actively disengaged
employees are costing U.S. firms $450 billion to
$550 billion in lost productivity per year. Taking the
issue from the opposite angle, Korn Ferry found
that firms that engage and enable their employees
post up to 4.5 times more revenue growth than
companies that don’t. “The importance of all
this just can’t be understated,” says Mark Royal,
senior principal at Korn Ferry Hay Group. “It’s
what’s going to separate the good companies
from the truly great ones.”

36

The Battle for

The Battle for

It’s

a crisis that Bob
McGrath never had to
deal with. McGrath is
an IBMer, a former sales
manager for IBM who retired after a 16-year career
with the company in the ’60s and ’70s. Today McGrath runs the IBM Alumni network, an informal
data bank to help IBM employees of a bygone era
connect in the digital age. He knows better than
anyone how good employees used to have it. “We
had good benefits, like free life insurance, and
we even had country club memberships if you
lived near an IBM plant. If you flew over a certain
number of hours, you flew first class …” The list
goes on for McGrath. He says that the benefits
were great, but they were enhanced by the fact
that “back then, IBM did not lay off anybody.” He
remembers that there was “very little competition
at the time,” and that today’s typical business concerns, such as worries about a company’s cash flow
or balance sheet or even whether the company will
exist tomorrow, simply didn’t come up when you
worked for IBM back then.
As a result of this warm work environment,
McGrath says he was fully motivated. “Absolutely, I
felt loyalty to the company. They paid me and I
gave them the best I could.” He says that a mix of
internal and external drivers motivated him: “IBM
put a lot of money into an individual employee,” he
says, adding that at the same time, “self-pride was
driving me to do my best.” Even after retiring from
the company, he still looks back positively on his
experience. “I still respect the company, and I still
think it is one of the finest that exists.”
But employees today might not come away
with the same dazzling praise for their employer,
and the global economy has a lot to do with that.
Companies have had to change gears since the days
when McGrath was employed, and as a result, their
relationship with their employees had to change as
well. First came the deregulation of the 1970s, and
with it a massive tidal wave that shook the foundation of big companies across American industries,
from airlines to shipping companies to telecommunications firms. Budgets started to shrink,
and soon the largess that defined McGrath’s IBM
era was a thing of the past. Just one sign of the

change reveals itself when you look at pensions
over the years; a recent study found that from 1998
to 2013, the number of Fortune 500 companies
offering traditional defined-benefit plans dropped
86 percent, from 251 companies to just 34.
Many businesses, of course, have replaced
pensions with the 401(k) as a form of retirement planning. But for a remarkable number of
workers today, that kind of benefit still remains out
of reach. The reason: the rise in contingent or contract labor, a popular method for companies to save
costs. Estimates vary on their size, but, echoing
some government data, the supply management
firm Ardent Partners found that by 2014, nearly
35 percent of the average company’s work force was
contingent or contract-based; by 2017, they predict
that number will grow to 45 percent. With nearly
half of the work force slated to become contingent
by next year, it’s easy to see how loyalty becomes
even tougher for employees to feel—or for companies to achieve—these days.
Edwin Locke is a pioneer in the study of motivation; his 1968 study on goal-setting has structured
the conversation around workplace motivation since
then. As he sees it, companies have had no choice
but to make moves that sap the very level of
employee engagement they need. “Not many companies can afford the benefit packages they used to
give because today everything is so tight,” he says.
Of all groups, millennials were the first to recognize and adapt to this corporate reality. Though
much criticized as slackers and unengaged workers,
experts say they merely realized that staying loyal to
one company might be less of a positive and more of
a liability. Millennials change jobs frequently, and
Locke notes that they “know the rapidity with which
technology and the business world changes,” and as
a result they job hop “to develop a repertoire of skills
so they can be ready for the next dramatic change.”
Rather than pushing for those skills within the umbrella of one company that they then remain loyal to
their whole career, these workers are on the move,
and they’ve got little patience for organizational
inefficiencies or barriers to getting things done.
If a company starts to frustrate them, they’re gone,
often before management even realizes there’s a
problem and looks up, shocked to see a swinging door.
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What helps?
Companies
that create
a sense of
purpose can
help drive
employee
motivatioN.

So

what can companies do
to navigate these new tough
times and keep their employees
motivated? Keeping up with a
changing global economy might demand that
companies adapt their engagement approaches,
their reward strategies or even their organizational design. But more than anything, the solution might lie in creating a change in the work
climate itself.
For some, that change begins at the top. Meet
Kurt Graves, who became the CEO of Intarcia
Therapeutics, a Boston-based start-up, after several
high-level stints at large outfits like Novartis and
Merck. He says that over his career, he’s seen companies get tripped up by their own managers, who
drive down employee motivation. “There are a lot
of mediocre companies with a lot of people who are
stuck and lost because their leadership is stuck and
lost.” Harvard professor Amabile couldn’t agree
more. She points out how her study found only one
in seven companies “where the managers paid sufficient attention to whether people in the trenches
had what they needed.”
On the other hand, she notes, one company
was experiencing a “positive spiral,” where
employee motivation led to progress that led in
turn to benefits for the company. The secret:
managers who were paying attention to giving
people clear goals, sufficient autonomy, adequate
resources and both help and time when they
needed it. In short, she says, the managers were
doing “very ordinary things you would think any
manager should know they should do.”
Graves adds that creating a sense of purpose can
help drive employee motivation as well. “Once you
can get everyone connected to a purpose in your
business and everyone is behind it, then that is the
most powerful thing you can do.” He adds, “That, I
think, is the secret sauce.”
And the secret is starting to get out. Today,
more and more companies are using social
responsibility programs to help foster a sense
of meaning, and thereby motivation, in their
employees. Much of this is driving what’s known
as the work-for-purpose movement. According to
the social responsibility movement, companies

need not make the zero-sum decision of whether
to turn a profit or increase the welfare of society;
increasingly, companies are trying to do both. And
it turns out that this commitment to social responsibility is turning into a new driver of employee
motivation. Certainly, consumers agree: Studies
repeatedly show a rising public desire for companies to make money and support good causes at the
same time. But the trick to getting the most out
of the work-for-purpose movement, and in turn,
out of employees’ motivation, might be in getting
management involved. According to a study by
the marketing firm Edelman, 55 percent of global
consumers believe that CEOs themselves should be
the ones publicly making a long-term commitment
to addressing societal issues. Allowing their employees to get invested in that vision might in turn
be the key to restoring employee motivation.
Dina Vaccari agrees. Vaccari, the highly motivated yet untapped MBA, says she was looking for
a job where what she did would “improve people’s
lives in some small way.” She eventually landed
what she feels is a very promising gig as a product
manager at a major corporation.
“The benefits are there, sure,” she says, adding
that she is relieved her partner will now benefit
from her employer’s health plan as well. But Vaccari
is also excited by the fact that she can see how her
new position will allow her to work toward making
things better for the end user. “I’m now empowered
to do what I do best; I’m empowered to shine.”

•
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WITH HIS
INDUSTRY IN FLUX,
CAN TARGET’S
FIRST OUTSIDE
CEO TRANSFORM
THE NATION’S
THIRD-LARGEST
RETAILER?

PHOTOGRAPHS BY ackerman & gruber

Q +A

BY JONATHAN DAHL
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Cornell, at Target’s Minneapolis
headquarters in 2015.

happens to be the leader of one
of America’s most recognizable
companies, a $70 billion operation with 341,000 employees,
but Brian Cornell may well be
among the most disarming CEOs
on the planet. Here at Target’s
Minneapolis headquarters, he
strolls into a nondescript conference room in a weekend buttondown shirt and denim pants and
almost immediately relaxes you
with questions about summer
vacations and family. His voice is
soft; his face, friendly. You could
almost be chitchatting with one
of Target’s accommodating
cashiers. Welcome to the new
breed of captains of industry:
alert, probing, but totally casual.

Well, yes, but Target was something of a mess when
the now 57-year-old came aboard. Store visits were
nosediving quarter after quarter. An ambitious
expansion plan in Canada was faltering. Target had
arrived late into the e-commerce game. And, oh,
don’t forget the 2013 data breach that affected 40
million customers.
Enter Cornell, a transformative leader at a time
that called for transformation. In one giant swoop,
he closed those Canada stores with a decisiveness
Target hadn’t seen in decades, then focused his
efforts on where the chain could succeed. Slicing
through its legendary bureaucracy, he brought in key
leaders from outside the company who emphasized
innovations and carefully re-energized those who
stayed. Less than a half-year into the Cornell era,
Target’s new product lines and growing digital
operations were leading to better-than-expected
holiday sales. Shareholders were happy. In fact, the
stock hit a new high in 2015.
His sophomore year, as for most CEOs, has been
a different story, with earnings softer and the stock
down earlier this year. Still, Cornell hasn’t lost his
fans. “He’s really done everything he said he would,”
says Joseph Feldman, senior managing director at the
Telsey Advisory Group. “He’s changed the mindset of
the company.”
By his own account, Cornell still has a lot of work
ahead. The big-box industry is very much in a state
of flux, with no one quite sure how massive store
chains will ultimately fit into an age of shopping by
smartphone and operating in the shadow of an everlooming Amazon. Target, for its part, had lost the
edge that made it so famous, as the savvy purveyor of
cheap chic. Which brings us back to Cornell’s outsider
background; it allows for a type of agility and fresh
perspective that’s difficult for an insider to pull off.

At Target, though, Cornell is a CEO of a different
ilk for other reasons. Before he was hired in 2014, the
retail Goliath had never in its then-52-year history
picked an outsider to run the show. And though he
had experience in retail stores, his most recent job
was CEO of a PepsiCo food division. Indeed, to some,
the choice was as curious as, say, finding organic
grapes at Target, which are right there in the food
section of some of its stores.
“Most of the leadership had done a lot of the
homework prior to my arrival,” Cornell tells you.
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Stationing his office near the company’s gleaming social media
control center, dubbed “Guest Central,” Cornell has brought a refreshing sense
of detailed analytics to the company’s decision-making. On any given day,
the company may be mentioned as many as 50,000 times across social media.
Standing in the control center, an airy double conference room with a huge wall
of blinking screens, it can feel as if every single one of those tweets or Facebook
likes has been recorded. “It eliminates a lot of guesswork,” explains a company
spokesperson, as a tour group gawks at the display.
It isn’t all science, though. Cornell also likes to rely on at least some instincts,
based on far smaller samples. In one well-recalled example, he broke with company tradition by visiting stores incognito—meeting shoppers without warning
managers. That kind of casualness applies to his dress, his manners, and to his
policy that “hour” meetings last only 45 minutes to allow for mental breathers.
From all these efforts has emerged a list of turnaround strategies, including
one centered on its youngest customer. In a move dramatic enough to make
the cover of Bloomberg Businessweek magazine, the company created a line of
cool kids’ clothing—with the idea of attracting not only them but
their tag-along parents. After all, kids today make choices our
parents made for us, from what movie to see to which
restaurant to visit. As Cornell puts it, Target needs
to be “famous for kids.”
With almost equal fanfare, the company
also teamed up with a boutique fitness
studio called SoulCycle to offer, of
all things, free spin classes. That
dovetailed nicely with a wellness
effort you might not expect from
a discount retailer. And the surprises go on, with the company
designing products that solve
“pain points” for customers
and opening up a handful
Cornell, reviewing
of “flexible format stores”
a product in 2015.
for urban customers, where
merchandise is customized
to neighborhoods.
But what else does this
inventive CEO have in mind
to get Target on target? Briefings editor-in-chief Jonathan
Dahl and Tierney Remick,
vice chairman, Board and CEO
Services at Korn Ferry, asked him
to look backward and forward at his
time at the company so far. (Questions and answers edited for clarity.)

“We can
do virtually
anything in
five or 10
stores. But,
we have to
replicate it
1,800 times.”

You arrived at a tough
time for Target. What
was your plan?
It might have been a tough
time; I also think it was
an opportune time. The
company was at a point
where we were taking
inventory—the existing
leadership team talking
to the consumer, really
understanding the business.
So I was able to take the
time to learn the business,
understand the team, and
work with our leadership to
shape some of the priorities.
We made some challenging
decisions, but the timing
worked out well.

What have you
zeroed in on?
Being more externally
focused. We’re reconnecting
with today’s consumer,
the new modern way of
shopping, and bringing
an innovative spirit back
to the company. We also
recognized we couldn’t play
defense. We had to get back
on the offensive, and that
started with understanding
the consumer.

We hear you’ve done
spur-of-the-moment
incognito visits to
the stores.
Yes, often the team members
don’t even know we are
in the store until we are
walking out. It allows me to
get a lot of feedback from
our teams in a way that isn’t
orchestrated, and firsthand

What You
Didn’t Know
About
Brian Cornell
Car Washing
As a teen,
washed trucks for
Tropicana, which
he later joined full
time and eventually
became president.
Fashionista
Was the first Target
CEO to attend New
York Fashion Week.
Going Undercover
Likes to make
unannounced visits
to Target stores.
Fitness First
Works out daily and
considers brutal
SoulCycle workouts
a great way to
spend an hour.
Go Bruins
Received his
undergrad degree
at UCLA and
attended UCLA’s
Anderson School of
Management—where
he later gave a
commencement
address.
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accounts from real shoppers,
pointing out aisle by aisle
what they like. I’ve heard
a lot of stories about the
memories they had of Target.
It gives me a sense for the
pulse of the consumer.

So you use anecdotal
evidence—but have
also pushed for more
analytics. Does that
make sense?
Analytics play a critical
role in how we lead the
business. But you also have
to get out there and see it
firsthand. The analytics can
lead us to a conclusion that
a product is going to be a
big winner, but you have
to put it out in the retail
environment where real
people get a chance to look
at it. So, for our business it’s
always the combination of
both, because what looks
great in a perfectly staged
environment doesn’t always
apply in the real world.

How else are you
using data?
We face an additional
challenge: We can do
virtually anything in five or
10 stores. But, we have to
replicate it 1,800 times. You
can get fooled by testing
something and think, “What
a great idea! Everyone loves
this! It’s working great!” But
when you have to do it 1,800
times, you find out if it’s
really sustainable. The math
is really important. It has to
be something that’s scalable.
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Target ex
pects to hit
Retailers are facing
enormous challenges
that require change.
Can you describe
your “flexible format
store” effort?
We’re positioning some
of our stores to fit fastgrowing urban centers, with
flexible formats that bring
us into New York City and
Boston. We’ve recently
opened up new locations in

Philadelphia, in Boston, in
Queens and Manhattan.

Do they sell different
things?
We’re focused on having
the right, carefully curated
assortment, tailored to the
local community. So what
we’re doing in Philadelphia
is actually different from
what we were doing in the
new store in Boston. One is
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in much more of a traditional
urban neighborhood.
The other one’s right by
Boston University, with an
assortment that appeals to
college students.

Target was slow to
e-commerce. You’re
changing that?
We’re focused on making sure
that digital application makes
it easier and more convenient

“A third of the time if you
order online and pick up
in-store, you keep shopping.
That’s a really important part
of our growth platform.”
to shop, and allows us to
build a more personalized
relationship with the shopper.
We rolled out an app several
years ago called Cartwheel,
which is our digital savings
app. I can almost guarantee if
you go into one of our stores
this afternoon, you’ll see a
cart in one hand and a phone
in another.

What else?
We’re also using that digital
connection to make it convenient for you to shop at your
desk or in your kitchen, and
come by a couple hours later
and pick up that order. There
are some evenings where it’s
just a lot easier for a working
parent, for example, to say,
“Target, you do the shopping for me. I’ll be there at 6,
and I want to just be able to
pick up my order.” And I’m
going to make sure that the
technology ensures the order
is right, it’s there when the
guest wants it and I’ve got
a team member who greets
them appropriately—the
human touch supported by
technology.

It’s working?
We find that almost a third
of the time our guests who
order online and pick up instore keep shopping. That’s
a really important part of our
growth platform.

Let’s shift to Wall
Street. What does a
CEO need to do to
keep the investment
community happy?
Of course we’re under pressure to do that. We have to be
really clear about our strategies and priorities. We had
an investor conference just
a few months ago, and when
I opened it up I reminded
them that the priorities we’re
going to talk about today are
exactly the same ones we
talked about last year. We’re
going to continue to focus on
the things that matter most to
our guests.

How does a CEO
balance the need
for strong quarterly
results with longterm plans?
The reality is we’re a publicly
traded company. We’re a big
publicly traded company.
We don’t get any time off.
It’s not as if we can say, “I’ll
see you in two years.” So
we’ve got to make sure that
we’re showing progress, that
we’re clarifying our progress
against the initiatives that
we’ve said will guide the
company going forward. But
we also need to be thinking
about what’s next and where
we want to go three to five
years from now. So it’s important to strike the balance.
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Speaking of balance,
tell us about your
views on wellness in
the workplace.
It’s what I would describe
as energy management.
How do you manage
yourself like athletes would
manage themselves? So,
in preparation for a big
meeting, how do you
make sure you have the
right combination of rest
and preparation time?
Say an employee tells me,
“Brian, I was up until 2 in
the morning working and
came back at 7.” That might
mean they’re prepared,
but do I want this person
to lead a big meeting or
make an important decision
when they are completely
fatigued?

What else helps?
I make every effort to cap
some “one-hour” meetings
at 45 minutes and encourage
my leaders to do the same.
Maybe now you can call
home to check on your child,
or take a walk and recharge,
or have a healthy snack.

I found one of those
snacks myself—at
your store here in
Minneapolis. Organic
grapes.
It’s where today’s consumer
is going, that’s what they’re
looking for. It’s one way
Target’s guests are at the
center of our transformation.

•

THE MOST CRITICAL JOB
IN PROFESSIONAL SPORTS
REQUIRES EXTENSIVE
FORMAL TRAINING.
T H E O N LY C AT C H :
F E W A R E G E T T I N G I T.

BY JED HUGHES
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GENERAL MANAGERS:
IMPORTANT, POWERFUL … TRAINED?

M

ost sports fans know about “Moneyball,” the best-selling book about
Billy Beane, the intense and innovative general manager of the Oakland
A’s. Beane, a former player, built the A’s into a winning franchise despite
the constraints of being a small-market team with a shoestring budget.
But fewer people are aware that it was Sandy Alderson, the prototype
for the modern GM, who built the foundation and mentored Beane.

When Alderson was named general manager of
the Oakland A’s in 1983 at age 35, he was not only
among the youngest to ever hold the GM position in
pro sports, but he broke an unspoken baseball tradition. Instead of the résumé of a baseball lifer, either
as a player or scout, Alderson was a Dartmouth and
Harvard Law School grad, and a Marine infantry
officer who served in Vietnam. With little baseball
background, Alderson turned conventional wisdom
on its head. He brought the concept of analytics into
baseball and spawned the long-running success of
the small-market team in Oakland that somehow,
with a miniscule payroll, managed to win pennants,
stay near the top of the league and find underpriced
but potent talent.
Alderson, now the general manager of the
New York Mets, was so far ahead of his time that it
wouldn’t be until a couple of decades later that a wave
of young, whip-smart GMs such as Theo Epstein,
John Schneider and Sam Presti began remaking
the front offices of professional sports. Instead of
former players and scouts, this new generation arrived with Ivy League degrees, little or no playing
experience and a penchant for data-driven decisionmaking. “The fact that analytics people populate
front offices these days is a significant change,” said
Stephen A. Greyser, a sports management expert
who teaches at Harvard Business School.
But there may be something even more significant
behind the egghead GM movement in pro sports. For
decades, most franchises have relied on former ath-

letes, scouts, coaches and managers to provide leadership. They’ve had a natural affinity for the work, and
the pipeline seems to have worked well enough. The
only issue? It may be all wrong. A growing number
of pro-sports experts say that the complexities of
sports management today, not to mention the billions of dollars in play, require stellar GMs who are
less “born” to the job but instead require extensive
training to master the craft. What is notable, however, is how few franchises are making that effort.
“You need an individual who really knows the
business intimately, not only in terms of how the
game is played but also knows the capabilities of the
entire player pool,” said Rick Burton, professor of
sport management at Syracuse University. “They’ve
got to be a bit of an alchemist able to produce for a
manager or coach the optimal employee pool that
can help a team win.”
A GM can’t learn this on his or her own. Burton
says the work is experiential and one’s success
depends on soaking up vast amounts of knowledge
from mentors in front offices, mentors who invest
in the education of next-generation leaders. “Can
you teach that? It’s tricky,” he said. Even more tricky:
getting teams to put the time and resources into
molding the GM of the future. “The training to
become a general manager has to be based largely
upon mentorship and practical experience,” said Bill
Polian, former general manager of the Indianapolis
Colts and an inductee in the Pro Football Hall of
Fame. “We really are falling short on both counts.”
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“You need an individual who really
knows the business intimately, not only
in terms of how the game is played
but also knows the capabilities of the
entire player pool.”
— R I C K B U R T O N , P R O F E S S O R O F S P O R T M A N AG E M E N T AT S Y R AC U S E U N I V E R S I T Y

New York Mets General Manager Sandy Alderson
and Chairman of the Board & Chief Executive Officer
Fred Wilpon talk before a game September 3, 2016.

media that job security has dropped precipitously.
In an environment where winning is inextricably
tied to the bottom line and the general manager is
spending the money of often-impatient billionaire
owners, there is no place to hide and little tolerance
for extended periods of futility.
Of the top 25 general managers in sports as
chosen by Forbes magazine in 2007, only five remain
in their jobs today. Given that professional sports is
in the midst of a financial golden era—according to a
2015 report from PricewaterhouseCoopers, combined
pro-sports revenue will reach nearly $73.5 billion
by 2019 (up from $60.5 billion in 2014), an annual
growth rate of 4.8 percent—there is an urgency for
general managers to win and build stable and profitable franchises.
A winning general manager, they say, will
create alignment. Alignment is about interweaving
philosophy, style of play, type of players, embrace of
technology and comfort with a collaboration with
ownership and head coaches. Successful general
managers understand that the job is ultimately about
creating hope for the fan base. It is not only about
generating enthusiasm and winning, but also about
creating sustainable revenue streams built upon
promising and delivering a team that has, at the very
least, a chance to win it all.
In the old days, say 30 years ago or more, general
managers were out of the spotlight, working to find
talent and sign contracts while toiling in the shadows
of successful coaches. Legends like Vince Lombardi

STAYING
POWER

C

ertainly the stakes involved in pro-sports
leadership couldn’t be higher. In the
past decade, as the four major North
American professional leagues—Major
League Baseball, the National Football
League, the National Basketball Association, and the National Hockey
League—have seen revenues and profits soar, the role
of the general manager has become more complex,
more challenging and exponentially more stressful.
Increased media attention, fueled by the relentless
24-hour news cycle of cable television, the Internet
and social media, has put general managers under
intense, unprecedented scrutiny.
The job, once an unheralded backroom post
handled in relative obscurity, is now tracked and
analyzed with such precision by fans and the sports
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of the Green Bay Packers and Red Auerbach of the
Boston Celtics served as their own general managers while building dynasties. Front office staffs
were smaller, and opportunities for aggressive and
talented young executives were at a minimum. With
the advent of free agency, massive expansion and
multibillion-dollar television deals, the general
manager’s job description changed forever.
“The general manager has to be smart,
self-confident—both publicly and privately with
owners—have an academic orientation, but also
be telegenic,” said Billy Beane. “He has to be able
to build an all-encompassing vision,” he added.
Working with Alderson was an exceptional experience, Beane said, because he wanted his management team to learn every aspect of the business.
Rather than being focused solely on baseball, Alderson
wanted “really smart, well-rounded people.”
Given the vicissitudes of sports, there remains a
significant gap between excellence and mediocrity
in this crucial position. Success often depends more
on the acquisition of a superstar athlete than on
an impressive management skillset. Navigating the
turbulent salary cap waters, making often-risky bets
on long-term contracts and free agents, and building
a potent team on and off the field humbles even the
most talented aspiring GMs.

individual disciplines rather than generalists with
broad skillsets.
“In the past, the GM needed to have played the
games, bloodied their knuckles and bloodied their
nose,” said John Schuerholz, president and former
general manager of the Atlanta Braves. “The GM job
today is much more sophisticated. It involves player
analysis, a statistical component and softer skills
such as getting a feel for the players. It’s also essential
that GMs have a lively intellect.”
When Brian Burke, president of operations for the
Calgary Flames, joined the Vancouver Canucks front
office in 1987, “the room was full exclusively of former
players.” General managers who hadn’t played the
game were rarities. Burke was one of the first when
he became GM of the now defunct Hartford Whalers
in 1992, and as he recalled, “I was about as welcome as
a porcupine in a balloon party.” The landscape is very
different today. “Everything is more sophisticated and
you, as an executive, need to be more sophisticated.”
Alderson pointed out that working closely with
people is more valuable than a curriculum or syllabus
when it comes to developing quality front office
people. “We have what we call ‘the lunch bunch,’ ”
Alderson said. “It’s not a formal staff meeting, but we
get together and we talk about such things as the first
day of a home stand, the first week of the season. It
is just about having lunch and talking about things
and having everybody there, including the interns.”
Alderson encourages collaboration throughout the
organization and involving as many people as possible in specific issues across a broad base.
R. C. Buford, the general manager of the San
Antonio Spurs, agrees. The Spurs have won four
NBA titles under Buford’s stewardship, plus one in
1999 when he was assistant GM. He is a proponent
of leading by sharing knowledge. Spurs interns are
exposed to as many front office disciplines as possible. There are myriad pieces to address: analytics,
performance training, growth, social media, player
development, salary cap management. “We can’t have
25 people all doing the same thing,” Buford said. “We
try to distribute information across platforms in our
group, whether it’s face-to-face or different forms of
distribution.”
One young general manager, who chose not to
be identified, noted that his success has been built
upon “a combination of mentorship, timing and
displaying confidence and taking responsibility.” He
noted that when he came up in baseball, front office
staffs were small compared to today, and thus he had

BLOODY
KNUCKLES

I

ronically, given the importance of the
general manager position, there remains
little formal training and preparation for the
job. The development of successful general
managers is more art than science, and every
franchise handles its front office differently.
There are individuals such as Alderson, Polian and former Green Bay Packers general manager
Ron Wolf, who took seriously the task of encouraging
and mentoring young prospects. The impact of their
efforts is evident in the number of their disciples
who emerged as general managers for professional
franchises. But remarkably few teams have embraced
this philosophy, preferring to create specialists in
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THE SEATTLE SEAHAWKS

A WINNING PLAYBOOK

Teamed with head coach Pete Carroll, Seattle Seahawks general
manager John Schneider has put together a remarkable record of five
playoff appearances, two Super Bowl trips and one Super Bowl ring
since just 2010. The X’s and O’s of the development program include:

The
Blind Side
Don’t be myopic and
pigeonhole young
front-office talent
into specific roles.
Instead, create a
learning environment for all frontoffice personnel.

Go Deep
Schneider initiated a job-sharing
environment for
personnel directors so each splits
time in the office,
interacting with
coaches and players,
and nurturing the
“general” manager
rather than an individual specialist.

All-Purpose
Yards

A Strong
Bench

Trust people
and give them
exposure to everything; bring professional staff into all
meetings, including
draft meetings.
Every set of eyes is
valuable.

Identify and
foster talent from
within the organization. “It’s going to be
just as important for
us to develop frontoffice people as it is
to develop coaches,”
Schneider said. “We
are going to put more
emphasis on it.”

In June, the Seahawks signed Schneider to a five-year contract extension
and made him one of the highest-paid GMs in the NFL. Ownership didn’t
want to fumble away its talented leader.
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an opportunity to do many different types of jobs.
“There wasn’t a lot of intellectual firepower in most
baseball front offices, so I was able to dip my hand
in a lot of things,” he said. He got firsthand lessons
in player development, administration, contracts,
the draft and many other critical tasks.
Despite the obvious, the resistance to development programs is widespread. In the National
Hockey League, for example, only one person
per team is allowed to attend the league’s general
managers’ meetings. Calgary’s Burke has advocated
for the past 15 years to be able to bring the assistant
GM to the meetings, to no avail. “I think it’s absurd,”
Burke stated. “I think we should be training the next
wave of general managers now. We have no formal
training procedures. There’s no other business in the
world that turns businesses of this size over to people
who have just gotten their learner’s permit.”
Can it be taught? For Bill Polian, who had great
success in three NFL cities, the answer is yes, but
with a caveat. It is far tougher to sustain such success and develop front office talent than it used
to be. “We gave people projects where they would
do things that were outside their area of responsibility,” Polian said. “We tried to prepare them. I
don’t think there are a lot of teams that do that.”
According to Polian, the main impediment to talent
development is a lack of longevity and the increased
pressure to win. “Everyone is fighting for their lives
week in and week out, so there is no time to formulate a plan and to evaluate people,” he said.
Though professional sports is a unique environment, leaders in every aspect of business find lessons in the travails of the general manager, a reason
sports are so popular with the corporate set. The
pressure of making quarterly numbers is at least as
stressful as reaching the playoffs. Corporate boards
are as demanding as billionaire team owners, and
despite the absence of championship trophies and
parades down Main Street, executives who successfully identify and train a company’s future leaders
are richly rewarded.
In the end, the most successful GMs recognize
that, like coaches, the job today is about leadership.
“I tell coaches ‘You’re a leader first and a coach
second,’ ” said Danny Ferry, former GM of the
Atlanta Hawks. The same thing applies to general
managers. “How do you train someone to do
that?” Ferry asked. “The first thing is to understand the challenges of leadership and choose to
be a leader. It’s a conscious decision.”

•

A new—and intriguing—science reveals

the triggers that influence us.
By David Berreby
I L L U S T R AT I O N S
B Y P E T E R H O R VAT H
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hile staying at a hotel
in Montreal recently,
Tom Dietz found a card near his sink
that urged him to use his towels more
than once. It didn’t tell him that reusing
towels was good for the environment or
that it would reduce society’s energy costs (though those are
both good reasons for guests to refold). Instead, it simply
informed him that most other people were reusing their
towels, and asked him to “join your fellow guests in helping
to save the environment.”
Dietz, a professor of sociology and environmental science and policy at Michigan State University who has long
studied environmentally related behaviors, recognized an
idea familiar from lab work and other research: You get
people to reuse towels by telling them that’s what most
people do. The study showing this had been conducted in
more than a thousand hotel rooms across the U.S. in 2003,
and it had found that telling guests they could help the environment by saving their towels had caused about a third
to comply. But telling them that most guests were already
doing so caused nearly 45 percent to go along. What struck
Dietz that evening, though, was not that he was reading
about towels in a social science lab or library. “For the first
time since I read that study,” he says, “I was staying in a
hotel where they actually used the message.”
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UNDER THE
INFLUENCE

Robert Cialdini, the
psychologist who literally
wrote the book on the
subject of influence, has
identified six drivers that
incline people to go along
with what others want.
They are:

Six Drivers
for
Persuasion

RECIPROCITY

SOCIAL PROOF

COMMITMENT
& CONSISTENCY

LIKENESS

AUTHORITY

SCARCITY

People who
feel they have
received a
gift, favor or
good treatment feel
impelled to
give back.
Handwritten
notes are effective.

Many people
are guided by
what others
do—or what
they think
others do.
For example:
Electricity bills that
compare your
neighbors’
usage.

People will
do things to
avoid feeling
they have not
kept their
word or because they’ve
done it in the
past. Remind
students
they’re supposed to be
honest and
they’ll cheat
less.

Any kind
of sense of
similarity
makes people
inclined to favor or cooperate well with
each other,
including similar names and
even similar
Social Security numbers.

People trust
authority. In a
sense we have
to. We don’t
have the time
or energy to
figure out everything from
traffic laws
to wedding
planning for
ourselves.

People will
be eager to
have what
appears hard
to obtain. If
they think
something is
rare or hard
to get, they
will chase it.

For example, thanks to the new discipline of
behavioral economics, which tracks how people
make often-irrational choices, governments are
building policies that rely on our biases and rough,
often inaccurate, rules of thumb. They’re often
known as “nudges,” the term coined for them by
the economist Richard Thaler and Cass Sunstein,
the law professor and former chief of the White
House’s Office of Information and Regulatory
Affairs. (“Nudge” policies are in place in 136 out of
the world’s 196 nations, according to a recent study
by Mark Whitehead, a geographer at Aberystwyth
University in Wales.) At the same time, businesses
have turned to similar techniques to deal with
employees and customers.
Today, as a tool for persuading people to do
things, “behavioral science is in a kind of Golden
Age,” writes Cialdini, the Regents’ Professor
Emeritus of Psychology and Marketing at Arizona
State University, in his latest book, “Pre-Suasion: A
Revolutionary Way to Influence and Persuade.”
Cialdini, who styles himself “the Godfather of
influence,” is one of the main drivers of this trend.
Like the “nudge” approach, Cialdini’s begins by
accepting that people’s decisions often are not
rational. But nudges often work outside people’s
awareness, Dietz notes: You can be nudged into
a 401(k) plan without knowing
that was what happened. His 1984
book “Influence” introduced the
idea of non-explicit persuasion
to millions. To map “the factors
that cause one person to say yes to
another person,” he says, he spent
three years shadowing “compliance professionals”, who sold the
public on everything from cars to
televisions to stock. From that, he
distilled the basic principles that
made people susceptible to pitches.
Not incidentally, it was Cialdini
and his colleagues who devised the
towel study. The towel-recycling
pitch appeals to “social proof,” one
of the six principles named in “Influence.” The fact that a lot of us
are doing something is a powerful
motivator for us to do the same.
If we were thinking about it

People around
the world are
encountering
fewer pitches
aimed at their
pocketbooks and
more aimed at
their psyches. The
persuasive magic
that once belonged
to self-made
masters is turning
into a science.
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T

he new science of

persuasion—which shows
how subtle, often unnoticed,
cues can drive people more
than facts, arguments, quantifiable carrots (like bonuses)
and sticks (like fines)—has gone mainstream. It’s
making itself felt in organizations large and small,
and in government as well.
If you have received a letter from your power
company or local water authority telling you how
your use of their product compares with your
neighbors’; or found yourself asked to commit publicly to a goal (like weight loss or quitting tobacco);
or noticed calorie information on a restaurant
menu; or just shopped for a mattress on a website
whose background image was of fluffy clouds, then
you too have felt it.
Today, says psychologist Robert Cialdini, social
scientists have figured out the workings of the mind
into which persuasive pitches fit like a key in a lock.
It is now, he argues, “possible to learn scientifically
established techniques that allow any of us to be
more influential” than we are when we use only
facts and figures. We can, he says, “front-load these
principles and motives in people, so that when they
encounter our evidence, they’re ready to see it.”
Not long ago, governments and
businesses assumed that people
were rational—or that at least they
had to treat people as if they were
rational—because they didn’t have
an alternative model. Experts at
persuasion (the top salesman, the
genius copywriter) followed their
instincts and couldn’t entirely
explain how they did it. And when
an organization assumes people
are calculating their decisions
rationally, Dietz notes, “then to get
people to change, it’ll try to change
incentives, which usually means
prices.” Today, though, people
around the world are encountering
fewer pitches aimed at their pocketbooks and more aimed at their
psyches. The persuasive magic that
once belonged to self-made masters
is turning into a science.

Apparently
insignificant or
unnoticed aspects
of a situation can
lead people to lean
toward a “yes”
before they hear
any detail of a
request.
consciously, we might express this as “if we’re all
doing that, it must be the right thing for us to do.”
But the key is that in general we don’t think about
it. The mechanism of social proof is a precursor
to thinking about it—an automatic response that,
in many circumstances, saves time and effort. As
Dietz puts it, we like to be in line with “what people
we care about are doing.” It works for towels, and
it works for many other behaviors. For example,
Dutch high school students ate 35 percent more
fruit at lunch after they were repeatedly told that
the majority of high school students make an effort
to eat fruit for their health. And in India and Indonesia, companies that were shown to be heavier
polluters than their peers have cut their emissions
by some 30 percent.
Cialdini identified six principles of persuasion
(see “Under the Influence: Six Drivers for Persuasion”). Lately, Cialdini says, he has found a seventh
principle hiding all this time in his data: shared
identity (if a persuader feels like she is “one of us,”
we’re more receptive to her message).
Cialdini has come to think that there is a second
channel of persuasion that is even harder to resist
than the influence factors he has been describing

since the 1980s. It exists before the pitch even starts,
when apparently insignificant or unnoticed aspects
of a situation can lead people to lean toward a “yes”
before they hear any detail of a request. In other
words, the seven principles don’t just operate within
pitches—they also operate before the communication
even starts. Cialdini dubs the effect “pre-suasion.”
Pre-suasion, he says, is the creation of a moment,
before the pitch, that inclines the “targets” to favor
what they are about to hear. In creating those moments, the principles apply. “The factor most likely
to determine a person’s choice in a situation is often
not the one that offers the most accurate or useful
counsel; instead, it is the one that has been elevated
to attention […] at the moment of decision.” Make
someone feel they should reciprocate in this “privileged moment,” and they’ll be inclined to do so when,
in the next, they hear your message. Make someone
worry that something is scarce, and they’ll be ready
to receive such a message. Recently, for example,
Cialdini was in a big-box store browsing for a possible television purchase but not planning on buying
anything. While eyeing a particular TV, a salesperson
told him that there was only one set left at that price,
“and a lady had just called from Scottsdale and she
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The trouble arises when conscious, logical
thought ought to be brought to bear, but people
are too hurried, sleepy, distracted (or all three) and
so rely on their built-in decision-making guides.
Many social scientists, Dietz says, have seen this
kind of tunnel vision. As a colleague of his told
him, “You get called into a room where you’re the
only social scientist, and you get asked, ‘How do we
get people to stop doing stupid things?’ And what
‘stupid things’ means is ‘not in line with the values
of the people in the room.’ ”
Because it works outside our awareness (and
because it can be made to work even better by
making people rushed, sleep deprived and scattered), the new science of persuasion is now the
subject of an ongoing and lively debate among both
scholars and practitioners. Is it ethical to nudge
people to do something they don’t know you’re
promoting? What is the difference between a legitimate tactic for setting up a privileged moment, and
creating an unfair advantage?
What if organizations decide they should take
advantage of the fact that persuasive principles work
well “under the radar”? Cialdini believes, in the long
term, such organizations only harm themselves.
Deceptive organizations’
employees have lower productivity, more turnover and
are more likely to cheat their
employers, he says. “It’s a
kind of triple tumor.”
Still, the power of
persuasive science to
work “under the radar”
means society needs some
safeguards, Dietz says.
The only assurance we can
have against abuse is for
people who are targets of
persuasion to have a role
in deciding when and how
they will be used. “To what
degree are people—who are
going to be affected—empowered to design the process?” he asks. “That’s going
to be a crucial question.”

•

The
Gentle
Artof Persuasion

was on her way over,” he says. “Ten minutes later I’m
walking out of the store with that television set. I
write books on this and it worked on me.”
Cialdini was happy with his purchase, because
the television really was a good deal. These tactics
work best when people don’t reflect, and we often
don’t notice that they’re being used. “One thing
about pre-suasion is that it almost always flies
under the radar,” Cialdini says. “People don’t recognize that they’re being influenced.”
But of course pre-suasion, and other tools from
the science of getting people to do what you want,
can also be used to steer people toward harm.
For example, marketers can create the illusion of
scarcity about a product that isn’t really scarce. Or,
like the officials at the British Department of Work
and Pensions in 2014, they can create phony social
proof. In that office, all unemployed people who had
taken a personality test were told they had traits
including “love of learning” and “curiosity” and
“originality.” People who believe they have those
traits have been shown to spend less time unemployed. But what people were told had no relation
to their real test results. (The test program was discontinued after it was revealed by The Guardian.)

“The reassignment
of people along
with capital
reallocation is what
really boosts
companies.”
— “People Before Strategy: A New Role for the CHRO”
(Harvard Business Review)

KORN FERRY CONGRATULATES

Dennis Carey
VICE CHAIRMAN AND CO-LEADER OF
KORN FERRY’S BOARD SERVICES PRACTICE

And co-authors Ram Charan, Global Adviser to CEOs & Corporate
Boards, and Dominic Barton, Global Managing Partner, McKinsey
& Company—for making HBR’s 10 Must Reads 2017: The Definitive
Management Ideas of the Year from Harvard Business Review
for their article “People Before Strategy: A New Role for the CHRO.”

E N DU R ANCE
DOWNTIME

CEOs Who Go the
Distance—Literally.
B Y PAT R I C I A C R I S A F U L L I

A

lain Villeneuve is feeling queasy. It’s Sunday, very warm
under a sunny, cloudless sky along Chicago’s lakefront.
But it’s not the weather that’s bothering him. Perhaps it’s the
fact that he’s in the middle of a 40-kilometer bike race, pedaling
with all he’s got. Or maybe it’s knowing that, after an openwater swim in Lake Michigan and the bicycle race, he still has
a 10-kilometer run ahead of him in the Chicago Triathlon.
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“There’s no faking it.
You put in what you get out.”
As he pushes himself forward, Villeneuve is indistinguishable
from the other competitors. Nobody can tell amid the sweat and
brightly colored unitard that he’s a senior executive, an equity
partner of Vedder Price specializing in intellectual property law.
Being a CEO is one of the world’s most stressful jobs, and
other C-level positions aren’t far behind. So when it comes to
downtime, one might expect them to seek
seclusion on an exotic beach. For endurance
executives like Villeneuve, however, relaxation
is found in pushing the limits in triathlons and
other endurance events.
That’s where CEO Challenges comes in, pitting top executives against each other in about
a half-dozen endurance races held from Havana
to Colorado each year. The events are open to
top leaders of companies with a minimum
of $10 million in annual revenue, with about
1,850 CEOs and other C-level leaders now
participating.
“There’s no faking it,” said Philip Newbold,
CEO of Beacon Health System, based in
South Bend, Ind., who boasts 19 finishes in
Ironman triathlons—2.4 miles of swimming,
112 miles of biking and running a full marathon.
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The 68-year-old, who was an Olympic torchbearer for the 2002 Winter Olympics, is in his
29th season of endurance sports. “What you put
in is what you get out. I like that part of it.”
Among the most grueling of CEO Challenges: a 100-mile mountain bike race in
Leadville, Colo., that starts at 10,000 feet
and goes up from there, topping out at 12,500
feet. Last year, some 20 CEOs, representing
$18 billion in combined annual revenue, joined
the field. “Very extreme and by far the most
popular among the CEOs,” said Ted Kennedy,
founder of CEO Challenges, which is owned
by Life Time Fitness.
Not surprisingly, most of the CEOs are not
in the league of world-class competitors. But
at the recent Chicago Triathlon, Greg Werner,
general manager of Mortenson Company’s

Are You Up to
the Challenge?
The
Fittest

Chicago office, ranked 53 out of 2,762 finishers,
and fifth out of 172 in the 45–49 age group; Diana
McKenzie, CIO of Workday, was the 44th female
out of 890 overall, and second out of 38 women in
the 50–54 age group.
The competitive spirit, among other motives,
drives most of the competitors. But while endurance and extreme sports are associated with
fearlessness, a study in the Journal of Health
Psychology found that facing fears actually
helps athletes manage fears in other aspects of
life—for CEOs that may apply to better risk management and to humility. “As a leader, you need
humbling,” said Villeneuve in an interview at his
Chicago office where he displays the gold medal he
won in the 2009 World Outgames in Copenhagen.
“There is always another finish line to cross,”
added Margo Selby, director of marketing for Astor
Investment Management, an asset allocation and
investment firm, who has finished four triathlons
and 12 marathons.
As for Villeneuve, he has his sights on the
Chicago Marathon. Next time, though, he won’t
repeat the mistake that led to his queasiness.
“I realized that I forgot to wash out my water
bottle,” he said. “I think I had some two-monthold Gatorade in there. Not good.”

•

Three days of
competition—
limited to 10
CEOs—who
compete
alongside
professional
triathletes as
part of the Island
House Triathlon
in the Bahamas,
seeking to earn
the title “The
Fittest CEO.”

The
Most
Extreme
The Leadville,
Colo., 100-mile
mountain bike
race at high
altitudes. The
2016 CEO
Challenge winner

was Hans-Petter
Mellerud, CEO of
Zalaris ASA of
Norway.

The Longest
Distance
Race Across
America, a
3,100-mile team
bicycle race, from
Oceanside, Calif.,
to Annapolis, Md.

The
Newest
Route
The Marabana
Cuba Marathon
opens a
new cultural
and running
experience
after Cuba’s
normalized
relations with the
United States.

Watch our video interview of a CEO competitor.
kornferry.com/institute
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The ‘Driverless’
Car of Today
BY WILLIAM J. HOLSTEIN

What Your
Car Will “See”
A new 3D mapping
technology that allows
vehicles to detect
road hazards.

I

t’s a clear day in upstate New York, and the lush Catskills frame our
view as my Cadillac CT6 zips along Interstate 87. I’m behind the wheel, but
frankly it feels as if I’m just along for the ride.
We’re on “adaptive” cruise control, which means the Cadillac will automatically
apply brakes if we get too close to anything. The lane-drift system, meanwhile,
prevents any wandering out of lanes unless the driver makes a concerted effort
to move. A 360-degree sensing system warns us about cars in blind spots, while
a rearview mirror is actually displaying video of the traffic behind us. Mind you,
we’re flying along at a pretty brisk 75 miles per hour, but we’re feeling pretty safe
and secure in our metal cocoon, knowing a collision is almost impossible.

Cadillac
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Mercedes-Benz

AUTO DRIVE

Is the world ready for a driverless car? After all,
less experience. “The vehicle can still not be left enfor today’s alpha executive, few activities waste more
tirely to its own devices in everyday traffic,” says Anja
time than driving to work with no real ability to read
Weinert, spokesperson for Mercedes-Benz Research
or write. In its well-known goal to reshape driving,
and Development in Sunnyvale, Calif.
Tesla found out the hard way about pushing the boundFor now, most automakers say such rapid techaries of going driverless, when one of its cars on an
nological advancements are in pursuit of safety, not
autopilot system crashed and killed its driver in Florida
autonomous driving. That may be one reason city and
earlier this year. Yet within months, the federal governstate governments, and the federal government, are enment would make an announcement encouraging the use
couraging a wide spectrum of experimentation. Saving
of autonomous cars in the long term, provided that new
lives is a noble purpose. Other goals include less traffic
safety rules are created and applied.
in urban areas because cars will
But while we wait for the age
be guided to parking spots, elimiof robot driving, it turns out
nating the need to keep circling
the major automakers think the
and looking for a place.
future of auto-driving is already
In the end, a key change may
Five new features
here, and for them, it’s become a
be in improving the connection
that create a
curious blend between man and
between the driver and car, which
more
“driverless”
machine that takes a lot of the
the industry is researching heavily.
experience:
work—but not all of it—out of hitOne goal is to reassure that a driver
ting the road. While Tesla, which
will be available in seconds to make
Vibrating seats
declined to return messages for
a complex judgment for the vehicle,
comment, still pursues the fully
which may include requiring that
Haptic seats that vibrate
to warn of impending danger.
autonomous approach, most other
at least one human hand remains
major carmakers argue that the
on the steering wheel, a condition
Weather alerts
sheer complexity of open road
sensors can detect. Other systems
Car-to-car communications
for weather advisories.
conditions—from kids chasing
rely on chimes that become inbasketballs onto the road to Mack
creasingly intrusive as a car detects
Rear vision
trucks slamming on brakes—is too
the need for a human driver. And
Rearview mirrors that
great for any software system to
yet others rely on cameras to watch
are video cameras.
completely and safely manage. The
a driver’s eyes to make sure that the
Sensors
answer, they say, is hybrid safety
human is not sleeping.
Rear sensors detect
systems that give distracted drivers
Perhaps the most dramatic
pedestrians crossing
a whole new cushion of safety.
move
is a “haptic” seat, meaning
the vehicle’s backup path
and apply brakes.
For its part, Mercedes-Benz is
a seat that generates physical
making a case for an “intelligent
interaction with the driver.
Cruise control
partnership” between car and driver.
Cadillac’s haptic seats, which the
Active cruise-control
It’s pouring its newest features, such
company calls Safety Alert Seats,
systems keep cars at set
distances apart.
as Drive Pilot, into its 2017 E-Class
use an internal roller that creates
vehicles. The feature can keep a
a thumping, vibrating sensation
vehicle at the correct distance from the car ahead of it at
under the driver’s hip. If the car senses a blocked road
the breathtaking speed of 125 m.p.h. It automatically apahead, the seat starts rousing the driver and bright LED
plies either brakes or the accelerator pedal to maintain a
lights erupt on the dashboard. “We’re trying to get the
set distance. That feature will be particularly useful on
driver’s attention,” says Cadillac product director Bill
Germany’s high-speed autobahns.
Mack. “The driver should be the one taking action. But
In its new E-Class, the company has moved to
if the Safety Alert Seat doesn’t work, the car will take
another frontier with car-to-car communication. The
matters into its own hands” and apply full braking.
ultimate enthusiast’s vision is that all cars will be able
Still, even with all these efforts, the quest for fully
to communicate with each other not only to avoid
driverless vehicles is not over quite yet. Tesla CEO
accidents but also to avoid traffic jams with advance
Elon Musk is resisting calls to disable the carmaker’s
warnings. For now, the new Mercedes system will be
Autopilot feature. The company has said drivers
limited to communicating and receiving notifications
should realize they must be prepared to regain control
of hazards such as accidents, fog or heavy rain. And no
of their Tesla at any time. Maybe so, but for now comone is pitching that any of these gizmos offers a driverpetitors feel it’s just not worth the risk.

AUTO PILOT

•
•
•
•

•

•
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BY L U K E L AC E Y

Why do we work? Around the holidays, with a chance to take a break,

spend time with family and reassess our lives, we look to the New Year with resolutions,
expectations and a fair amount of anxiety. We spend so many hours of our lives at a job
that once in awhile we may ask: “What’s the point?” Turns out, all of our gift buying this
time of year offers one very tangible answer. According to a Gallup Poll, spending on
holiday gifts in the U.S. reached an average of $830 per person in 2015, and 30 percent of
respondents spent more than $1,000. That figure is up 35 percent from $616 in 2008. The

What It
Takes to Earn
the Dough
JUNIOR ACCOUNTANT
ANNUAL SALARY

$58,000

E-COMMERCE PRODUCT MANAGER
ANNUAL SALARY

$87,000

SENIOR HR BUSINESS PARTNER
ANNUAL SALARY

$107,000

HEAD OF KEY ACCOUNT SALES
ANNUAL SALARY

$160,000

HEAD OF COMMUNICATIONS
ANNUAL SALARY
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DIAMOND EARRINGS
$1,200
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HOLIDAY
SPENDING
RISING
key question: How many days, hours, even minutes does it take to earn those
bits of holiday joy for friends and family?
Using an enormous database, Korn Ferry Hay Group made a rare and
detailed assessment to answer that question. With information on more than
20 million jobholders in 24,000 organizations across more than 110 countries,
the company has compiled a chart with several job titles at various salary levels
and calculated the time it took each to earn what it costs to buy a wife those
beautiful Tiffany earrings, or a husband a Fitbit sports watch, or a teenage son
a trendy Element skateboard. Obviously, one jobholder’s time frame is going
to be a lot different from another’s. So the hope is to spur some conversation
about compensation, while toasting yet another year of holiday cheer.

$830 2015
$616 2008

•
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The real focus
won’t be on the
CEO’s paycheck—
but your own.

determination is bound to create unfair discrepancies. Also, some argue that companies should be
using a weighted system for determining the ratio,
to prevent an overemphasis on a single salary.
Of course, legal challenges, or ultimately government interventions, could someday junk the whole
thing. But for now, there’s the obvious question of
what companies should do. Obvious, except that
many don’t seem to be gearing up for the reality
of facing a whole mess of disgruntled staffers, and
what that may mean to morale—and potentially the
bottom line.
Turning again to my Korn Ferry colleagues for
their thoughts, I’m told a measure of preparation
might be judicious at this stage. Handled well, the
ratio disclosure might be an ideal time to review
compensation packages with workers. As Mark puts
it, go beyond actual pay and discuss the intangible
rewards, and explain the full value proposition of
the job. This is where front-line managers can make
all the difference in the world, discussing and setting goals and explaining the ratio the staff is seeing.
In other words, don’t just let the median salary
numbers sit without comment, as if they were left
accidentally on the copy machine.
Indeed, in the end, the most important issue
that may come from this new layer of transparency
might not be the ratio or rankings themselves. We
all know deep down that openness of almost any
kind can produce more good than harm. But the
way company and corporate leaders handle this
will leave a lasting mark. Step up to these numbers,
I say—as well as the topic of compensation in general—and fewer employees will find fault with them.
In short, just tell me like it is.
And then don’t forget my raise.

Produced utilizing solar power, recycled paper and soy-based
inks, in a sustainable and environmentally responsible manner.

As of Jan. 1, companies will need to disclose the
CEO’s total compensation and the median of the
total comp of all other employees, to create a ratio
between the two. This executive pay ratio hasn’t
gotten a fancy name yet, but you can only imagine
what sensational numbers those ratios are going
to light up. (The estimates range all over the place,
but one puts the highest at more than 1,000 to
one.) Personally, I give myself all of two seconds
flat to look up my own company’s ratio. But take
a moment to consider the implications and you’ve
got a potential workplace disruption that will give
Pokemon Go a run for the money.
The intention of course is to put the spotlight on
the CEO. But common sense tells you that inside
any company, people’s real
focus isn’t going to be the
CEO’s paycheck—but
their own.
Ouch. You can hear the
bandage ripping off when
you now have something
real to compare to. Guaranteed, a sizable number
of employees who thought they were doing well
comparatively to everyone else are going to be upset
if they are near the median. This is the way of the
world. My good colleague Mark Royal, Korn Ferry’s
senior principal and expert on engagement, tells
me workers get far more upset discovering not that
a competitor is paying better, but that a colleague
of similar skills and experience—all widely subjective—is making more.
This, by the way, isn’t the only problem with the
rule. The rule allows for some exemptions, and experts say it gets tricky defining who is an employee
in this age of contingent and foreign labor, and that
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I

t’s one of those bits of news that leaves you a little puzzled. Is that right, a voice is asking you. I hope someone
thought that out.
No matter what end of the political spectrum you’re on,
you can understand how the financial calamity of 2008 begot a public upset with
Wall Street that begot a cry for reform that begot Dodd-Frank. But a Securities
and Exchange Commission rule that came out of it after years of debate, and is
about to go into effect, would seem to be a whole different matter.
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You want to see productivity increase, sales
grow, and profits climb. But you can also
count on rising complexity and competition.
At Korn Ferry, we know that the only path to up
is through your people. And that is why it’s our
mission to help you drive superior performance
by tapping into your people’s full potential.
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