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Breguet, the innovator.
Classique “Le Réveil du Tsar”

In April 1814, shortly after the allied armies had entered Paris, Tsar 

Alexander I of Russia paid a visit to Breguet and ordered several watches 

from his favorite horologer. Today, the Classique 5707 “Le Réveil du Tsar” 

equipped with an alarm-activation indicator and a dial featuring several 

hand-guilloché motifs pays tribute to one of Breguet’s most emblematic 

patrons. History is still being written ...
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What could power tomorrow’s

GLOBAL STOCK GROWTH?

U.S. household net worth is

at its all-time high

U.S. consumer spending — over 70% of GDP2 — is likely to

increase as rising employment and real estate prices further

strengthen household fi nances.3

At Fidelity, we use our global reach and research

expertise to bring you smart investing ideas.

Get our full perspective and more details now.

Fidelity.com/stockgrowth  |  800.FIDELITY

More than 2 billion people
will soon have disposable income for the fi rst time.

By 2025, 53% of the world’s population will have entered the middle class.

The majority will be in the developing world, notably Asia.1

Before investing in any mutual fund or exchange-traded fund, you should consider the investment objectives, risks, charges, and expenses. 
Contact Fidelity for a prospectus or, if available, a summary prospectus containing this information. Read it carefully.

Keep in mind that investing involves risk. The value of your investment will fl uctuate over time, and you may gain or lose money.
ETFs are subject to market fl uctuation and the risks of their underlying investments. ETFs are subject to management fees and other expenses. Unlike mutual 
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Stock markets are volatile and can decline signifi cantly in response to adverse issuer, political, regulatory, market, or economic developments. Foreign securities 
are subject to interest rate, currency exchange rate, economic, and political risks, all of which are magnifi ed in emerging markets.
1 McKinsey Institute as of June 2012.
2 The World Bank.
3 Haver Analytics as of June 2013.
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More advice on 
how to thrive at 
the top. hbr.org/
thrive

58 Manage Your Work, Manage Your Life Research shows how 
executives succeed in both realms. Boris Groysberg and Robin Abrahams

68 Mindfulness in the Age of Complexity Simply paying attention  
to what’s going on around you can reduce stress, unlock creativity,  
and boost performance. The psychologist Ellen Langer, interviewed  
by Alison Beard

74 Who’s got Those Top Jobs? How the senior executive profile  
has changed in the past decade Peter Cappelli, Monika Hamori,  
and Rocio Bonet

SpotligHt on Thriving AT The Top

Above 
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love your company the most. page 23
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My Work, My Life

I
t’s one of the great executive challenges of our time: How can I give my all  

to my job and yet live a rich, rewarding personal life?

We talk a lot about work/life balance—implying that 50/50 is the ideal  

split between our jobs and everything else. But as Harvard Business School’s 

Boris Groysberg and Robin Abrahams show in “Manage Your Work, Manage  

Your Life,” achieving such a balance is an elusive, if not impossible, goal. Instead, 

the authors suggest, leaders should make deliberate choices about the lives  

they want to lead—about which opportunities to pursue and which to decline. 

Otherwise, they’re apt to be constantly juggling priorities and rarely engaging 

fully in anything.

Having interviewed almost 4,000 executives worldwide, Groysberg and  

Abrahams present a framework for thinking about these choices. The executives, 

they write, discovered through experience that “prospering in the senior ranks 

is a matter of carefully combining work and home so as not to lose themselves, 

their loved ones, or their foothold on success.” 

The article is part of this month’s Spotlight on Thriving at the Top (page 57). 

The package also includes a lively interview with the Harvard psychologist  

Ellen Langer, who explains how leaders can apply mindfulness—a topic she has 

explored for decades—to unlock innovation in their work and their organizations. 

And Wharton’s Peter Cappelli and IE Business School’s Monika Hamori and Rocio 

Bonet present a data-rich snapshot of exactly who flls the top jobs these days 

and how the mix of leaders has changed, particularly since the 2008 recession.

Last, be sure to check out this month’s Life’s Work interview, which features 

one of my all-time heroes—the legendary comedian and actor John Cleese. In it 

(and in the extended text and audio versions online), Cleese shares his thoughts 

on creativity, corporate humor, and how the Pythons made decisions.

Adi Ignatius, Editor in Chief
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There’s a lot of smart thinking in this piece. 

The only modification that’s needed is in 

the question to be asked when moving 

innovation downstream. Instead of “What 

else can we do for customers?” companies 

should ask “What else should we do?” 

Without careful adherence to the brand 

identity (what the brand stands for and its 

defining values and attributes), companies 

might end up chasing customers and pur-

suing activities beyond their capabilities 

and the roles that customers give them 

permission to fill.

Denise Lee Yohn, author, What Great Brands Do, 
and president, Denise Lee Yohn Inc.

I totally disagree with the central idea 

of this article. The author seems to put 

marketing on a pedestal when it comes to 

companies’ ability to compete. The way  

I (and most academics, for that matter) 

see it, competitive advantage is a function 

of capabilities a company has across vari-

ous areas—one of them potentially being 

marketing. But marketing alone (in most 

cases) can never be the sole source of ad-

vantage—as this article suggests. Product 

positioning definitely is important, but the 

author is talking about it as if it were inde-

pendent of other functions in the company. 

Competitive advantage very rarely comes 

solely from downstream activities. It’s usu-

ally a combination of activities from both 

upstream and downstream.

Bogdan Neagu, account manager, Gartner

Dawar responds: I don’t think the ar-

ticle places the marketing function on a 

pedestal. It suggests that activities that 

involve customer interaction are increas-

ingly costly, increasingly account for the 

value that customers pay a premium for, 

and are increasingly the primary sources 

of competitive advantage. And I agree 

that these activities must be coordinated 

HBR article by Niraj Dawar, December 

Businesses traditionally think of competitive advan-
tage in terms of new or better products. But today the 
question of which products to make is ceding ground 
to the question “What else can we do for our custom-
ers?” Dawar writes that this shift makes downstream 
activities—branding, delivery, data collection—take  
on more strategic importance.

Competitive Advantage  
Is Moving Downstream

The Focused Leader 
HBR article by Daniel Goleman, December 

Attention is the most essential leadership 
skill, says Goleman. Great leaders focus it 
inwardly, on others, and on the world.

A number of articles in December’s 

issue of HBR reinforce the impact 

that mind-set has on professional 

performance. Yet most leadership 

development programs focus on what 

leaders and managers should know 

and do, rather than the true starting 

point, which is helping them work 

out how to see the world like a leader, 

think like a leader, and manage their 

own mind-set, assumptions, and 

paradigms. Many companies seem 

frightened by leadership development 

approaches that prioritize mental states. 

My hope is that Goleman’s work will help 

make such approaches more accept-

able in business, enabling executives to 

lead with authenticity, passion, and a 

real sense of personal integrity—in other 

words, to be leaders that people will 

actually want to follow.

Blaire Palmer, CEO, That People Thing, and 
author of What’s Wrong with Work?

Niraj Dawar is a professor 
of marketing at the Ivey 
Business School in Ontario. 
He is the author of Tilt: 
Shifting Your Strategy from 
Products to Customers 
(Harvard Business Review 
Press, 2013). 

WHEN 
MARKETING 

IS 
STRATEGY

Why you must shift your strategy downstream, 
from products to customers by Niraj Dawar
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consumer, f nding herself in a park on a hot summer 

day, gladly pays two dollars for a chilled can of Coke 

sold at the point-of-thirst through a vending machine. 

That 700% price premium is attributable not to a bet-

ter or different product but to a more convenient 

means of obtaining it. What the customer values is 

this: not having to remember to buy the 24-pack in 

advance, break out one can and f nd a place to store 

the rest, lug the can around all day, and figure out 

how to keep it chilled until she’s thirsty. 

I
t’s no secret that in many industries today, up-

stream activities—such as sourcing, production, 

and logistics—are being commoditized or out-

sourced, while downstream activities aimed at 

reducing customers’ costs and risks are emerg-

ing as the drivers of value creation and sources of 

competitive advantage. Consider a consumer’s pur-

chase of a can of Coca-Cola. In a supermarket or ware-

house club the consumer buys the drink as part of a 

24-pack. The price is about 25 cents a can. The same 

HBR.ORG
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across functional areas. The customer is 

far too important to be left to the market-

ing function alone.

This is a great piece. However, I’d argue 

that the title should have been “Why 

Branding Is Strategy” rather than “Why 

Marketing Is Strategy.” Strategy is es-

sentially about making choices, and you 

provide some powerful examples of how 

choices about brand positioning and the 

role a brand plays in the customer’s life 

define a strategic stance in the market.

Sandra Pickering, founding partner, Opento

I agree that the strategic question that 

drives business today is not “What else can 

we make?” but “What else can we do for 

our customers?” Marketers are becom-

ing the driving force of business because 

they’re better at making sense of the 

outside world. But they need to be more 

tactical and responsive than ever. Creating 

resonance with customers is individual and 

collaborative, fast and agile. It is not about 

mass-market campaigns but about inspira-

tion, ongoing support, and community. It’s 

a great time to be a marketer!

Peter Fisk, founder and CEO, 
GeniusWorks

Interact with Us

One must also consider the collective 

success of the team that the leader 

manages and the ripple effect of what 

looking inward as a leader does for the 

team dynamic. A successful team, as 

measured by cohesiveness and goals 

achieved, can be cultivated with an 

empathic approach by the leader.

Karen Wallingford, online editor,  
Digital First Media
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Great research. I keep wondering: If the 

priming techniques you describe are used 

too often—say weekly or daily—do they 

lose their effectiveness?

Kenneth R. Lauder, senior manager,  
IT, Tucker Rocky Distributing

Galinsky and Kilduff respond: That’s 

a valid concern. Studies show that if 

you engage in a technique too often, it 

may become less effective. A longitudi-

nal study led by Sonja Lyubomirsky, for 

example, found that counting one’s bless-

ings led to increased happiness when it 

was practiced once a week but not when 

done several times a week. If you do any 

priming or reflection task too often, it 

can become less fresh and meaningful 

over time. So you may want to use these 

techniques only for important meetings. 

Another way to keep the priming fresh is 

to use memories of different experiences 

(instead of returning to the same ones 

every time) to evoke feelings of happiness, 

power, or success. 

What if you conducted a separate experi

ment where the group members were 

primed only to (a) be openminded and 

(b) avoid snap judgments before a kickoff 

meeting? It would be interesting to com

pare and contrast the findings with those 

from your approachoriented research.

Ryan Hunter, chairman’s fellow, Towers Watson

Galinsky and Kilduff respond: Great 

question. But nothing that I know of looks 

at it specifically. This could certainly be a 

direction for future research.

While the choice to prime the positive 

system seems logical for both genders,  

I’m curious about differences between  

men and women. Specifically, I suspect 

that when women present with extrover

sion and dominance, they get different 

reactions to their display of confidence. 

Pandora MacLean-Hoover, cofounder and 
clinical director, Thinkdiff Institute

Galinsky and Kilduff respond: Our find-

ings suggest that priming works equally 

well for both genders. But we can’t defini-

tively say what would happen for women 

experiencing these states within a mixed-

gender group, and there is some evidence 

that women perceived as “too assertive” 

suffer a backlash. We chose to examine 

same-sex groups to better isolate the  

phenomenon we were interested 

in; however, future research  

should examine this question. 

It’s Not OK That  
Your Employees Can’t 
Afford to Eat
HBR post by Peter Cappelli, December

It used to be that compa-
nies—boards of directors, 
HR departments, and ex-
ecutives—took seriously 
the fair treatment and pay 
of their workers, if only 
out of enlightened self-
interest. Flash forward to 
the present, and that no 
longer seems to be the 
case. In a two-part post, 
Cappelli poses a provoca-
tive question: What kind 
of company allows its  
employees to go hungry?

I would add that we should be concerned 

with growing worker loyalty through  

decent wages and incentives because 

product quality and organizational sus

tainability depend on it. Workers poten

tially have more reason to be loyal than 

shareholders do.

Emily Kearns, president, Kearns Consulting

Henry Ford knew that when he raised 

salaries at his company, he would have 

not only a better workforce—more moti

vated, more productive, more loyal—but 

also more customers in the local market. 

Each dollar that you take away from your 

workforce is one dollar less in the common 

market.

Carlos Ribeiro, director of technology, Telbrax

There is also the fallacy that a corporation 

is supposed to focus only on the benefits 

to shareholders and not to stakeholders. 

Employees are usually stakeholders but 

not shareholders. 

David Mullings, CEO, RealVibez Group, 
and chairman, Keystone Augusta

HBR article by Adam D. Galinsky and  

Gavin J. Kilduff, December

Decades of social science indicate that our 
first impressions, and the group hierarchy 
that they help create, are driven by factors  
like race, gender, and age. The authors’ 
research suggests that managers can coun
teract those biases to assert themselves as 
leaders within a group. Study participants 
primed to feel happiness, powerfulness, or 
ambition—“approachbased” states—were 
more proactive in groups and achieved 
higher status. Those subjects had primed 

themselves by writing down their aspirations and recalling positive 
memories. Readers wanted to know more about how priming worked.

Biased First Impressions
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Be Seen as a Leader
MANAGING YOURSELF

A simple exercise can boost your status and infl uence. 
by Adam D. Galinsky and Gavin J. Kilduff 

Y
ou’ve been assigned to a new cross-

divisional task force, and the f rst 

meeting is today. Managers from 

across the company are gathered in a con-

ference room at headquarters; colleagues 

from international of  ces are participating 

via conference call and Skype. The CEO, 

there just to oversee the group’s kickof , 

opens with a pep talk. “So we’re asking all 

of you to help chart a new path,” he says. 

“We expect some exciting ideas to emerge 

from this group.” You look at the unfamil-

iar faces around you and imagine the other 

people listening in from afar. You’re a mix 

of men and women, with varied ages and 

titles, representing dif erent divisions and 

functional backgrounds, living in dif erent 

countries. Who among you will become 

the stars of this team?

Social scientists have spent decades 

studying how individuals achieve status 

within organizational groups—that is, 

how they gain respect, prominence, and 

inf uence in the eyes of others. We know, 

for example, that demographics matter: 

People of the historically dominant 

race and gender and a respected age 

(white men over 40 in the western 

corporate world) are typically af orded 

higher status than everyone else. Ap-

pearance also plays a role (the tall and the 

good-looking are favored over those less 

genetically blessed), as do personality 

(conf dent extroverts win out) and formal 

rank (the boss is the boss).

Thankfully, we also use more legiti-

mate measures to size up new teammates. 

December 2013 Harvard Business Review 127

20  Harvard Business Review March 2014
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How to Reinvent  
Yourself After 50
HBR post by Dorie Clark, December

Baby boomers need to 
realize that it’s never too late 
to reinvent themselves and 
their careers. It might require 
learning some new tricks, 
like social media, and getting 
used to being overqualified, 
but it’s worth it. 

The word “reinvention” sounds like a 

onetime, significant process. Perhaps it’s 

better to think about this as continuous 

improvement—a process that never stops.

Daniel Szpiro, dean of executive education,  
Jack Welch Management Institute

Here’s the other side: There are plenty of 

ways to reinvent yourself. But making a 

living at the reinvention is ever so much 

harder, I’ve found. I reinvented myself 

twice after 9/11—staying as a strategic 

marketer/communicator but entering 

health care tech (supposedly an exploding 

field) from the travel industry. Except the 

money did not follow. In short, unless you 

are a doctor, an engineer, or an airline pilot, 

too much experience is largely a nega-

tive. At 60, I’m ashamed to say, I’m out of 

energy to reinvent myself yet again. 

Donna M. 

Clark responds: One problem is that many 

industries—like the rest of society—are 

splitting sharply into the top and every-

one else. The middle is very much being 

hollowed out. How can you counter that 

when you enter a new industry? There’s 

no magic bullet, of course, but I expect it 

takes a combination of confidence, honing 

your narrative, highlighting your unique 

skills, and networking like a maniac. Often 

there’s an initial fallow period—a period 

of investment and laying the groundwork—

and then things explode. Good 

luck—I hope you’re on the verge  

of great things.

Are you searching for an Executive Education Program that

enables business leaders to forge new paths to success?

Is your goal to acquire the knowledge and vision to drive

innovation, lead change, and transform your career? Are you 

committed to recasting your thinking and writing the next 

chapter? Then this is your summer. This is your six weeks. 

This is your GPS.

STANFORD EXECUTIVE PROGRAM

June 22 – August 2, 2014

Application Deadline:

April 30, 2014

Change lives. Change organizations. Change the world.

Enroll. Re-boot. Transform: stanfordsep.com
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ust over a year ago, managers at Kraft believed 

that their Velveeta brand had only moderate 

growth prospects. With the consumer mi-

gration toward natural and organic products, sales 

of Velveeta—a processed, unrefrigerated “cheese 

food”—had languished. The customers who did 

buy it typically used it once or twice a year, usu-

ally to make a party dip. But as we began working 

with Kraft and analyzing supermarket scanner and 

consumer panel data, we found a hard-core group 

of Velveeta fans. They constituted 10% of buyers 

Make Your  
Best Customers  
Even Better
Many companies could persuade 
big spenders to buy even more. 
by Eddie Yoon, Steve Carlotti,  
and Dennis Moore
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but accounted for 30% to 40% of revenue 

and more than 50% of profits. In focus 

groups, these buyers—whom we dubbed 

superconsumers—said that they think of 

Velveeta as superior cheese. They love the 

way it melts smoothly and easily, and they 

have myriad uses for it, ones that range far 

beyond dips (one person even claimed to 

use a little when making fudge). After we 

fnished questioning the superconsumers, 

they traded recipes, e‑mails, and phone 

numbers with one another—building 

friendships around their shared passion 

for Velveeta. 

To restart Velveeta’s growth, Kraft 

decided to focus on these superconsum‑

ers, a group whose size we estimated at 

2.4 million. The product team had recently 

launched refrigerated Velveeta slices, for 

use on burgers and sandwiches. It had also 

introduced refrigerated shredded Velveeta, 

for use in casseroles. Both launches had 

been surprisingly strong, but they now 

took on much more importance in light of 

the superconsumer strategy. Some retail 

partners began moving the product to the 

refrigerated dairy aisle, where products 

have a much higher rate of sales. The strat‑

egy inspired a pipeline of innovations to 

meet new uses. Kraft also began gather‑

ing customers’ recipes and finding ways 

to circulate them among the faithful. “The 

previous thinking was that the quickest, 

easiest path to growth was to identify light 

users or lapsed users,” Greg Gallagher, the 

marketing director at Kraft Foods, recalls. 

“But when we talked to superconsumers, 

we learned that in fact they wanted to use 

Velveeta more—they were starving for it.” 

The new product launches have generated 

more than $100 million in sales. Just as  

important, managers believe they have 

found a viable growth strategy for the frst 

time in years.

Every marketer is familiar with the Pa‑

reto principle. Known colloquially as the 

80/20 rule, it suggests that one‑fifth of a 

product’s buyers are responsible for four‑

fifths of sales. A similar effect applies to 

superconsumers. Using Nielsen supermar‑

ket scanner data, we analyzed the top 124 

consumer packaged goods categories and 

found that on average, superconsumers 

represent 10% of a category’s customers 

but account for 30% to 70% of sales and an 

even higher share of profts. Most manag‑

ers take care to ofer VIP treatment to these 

big spenders in order to ensure their con‑

tinued loyalty, but few make them a focus 

of growth plans. They assume that these 

customers are already maxed out and can’t 

be persuaded to buy more—or they believe 

other myths about them. In our work with 

CPG companies, however, we routinely 

see brands that are able to grow sales by 

finding new ways to appeal to these cus‑

tomers. And the phenomenon isn’t limited 

to CPG categories: We have seen compa‑

nies successfully execute superconsumer 

strategies in industries as wide‑ranging as 

apparel, consumer durables, and fnancial 

services. 

Reaping Benefits Beyond Sales
It’s important to distinguish superconsum‑

ers from other segments of buyers. They 

aren’t quite the same as “heavy users”—a 

product’s highest‑volume buyers, in tra‑

ditional marketing terms. Heavy users are 

defined simply by the quantity of their 

purchases. Superconsumers are defined 

by both economics and attitude: They are 

a subset of heavy users who are highly en‑

gaged with a category and a brand. They 

are especially interested in innovative uses 

for the product and in new variations on 

it. They aren’t particularly price sensitive.  

Superconsumers tend to have more occa‑

sions and “jobs” for a product. Think about 

hot dogs: While many consumers view 

them primarily as a food for backyard bar‑

becues, superconsumers see them as an 

ideal fast meal or an after‑school snack.

In our experience, many managers are 

quick to dismiss the concept of supercon‑

sumers or to regard it with skepticism. But 

as companies build up their analytic capa‑

bilities, they are becoming increasingly ad‑

ept at identifying and engaging these con‑

sumers. When they do, they not only fnd 

that these shoppers have good reasons for 

buying so much, but also often discover a 

Five Myths about 

superconsuMers

They’re just heavy  
users with a new name.

Unlike traditional heavy users, 

superconsumers combine big 

spending with high engage-

ment and deep interest in new 

uses for a product.

They don’t exist  
in my business.

Our data suggest that they 

exist in most consumer pack-

aged goods categories and in 

many other markets as well.

They aren’t normal—
they’re either wealthy 
or just weird.

If you talk to superconsumers, 

you’ll learn that most have 

very logical reasons for their 

behavior. They simply find 

more meaning and benefits 

in a given category than other 

customers do. In fact, just 

about everyone is a supercon-

sumer of something.

They’re impossible  
to find.

Big data and social media  

enable you to identify them.

They already buy so 
much—they can’t  
possibly buy more.

This is the biggest myth of all. 

Superconsumers account for 

at least three times as much 

growth as other consumers. 

And they influence millions 

through social media and 

word of mouth.
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hidden appetite to buy more—even in the 

most unlikely product categories. 

Staplers are a prime example. Most 

people have just a single stapler—or maybe 

two, one at home and one in the ofce. But 

in our work with an ofce supply company, 

we identified stapler superconsumers, 

who own eight staplers each, on average. 

These consumers don’t do more stapling 

than other people. Their stapler buying is 

related to a need to be highly organized: 

They believe that the presentation of the 

papers they staple together matters as 

much as what is on the papers. So they 

want just the right stapler for each sta-

pling occasion. They keep diferent sizes 

and shapes in various places—their ofces, 

their kitchens, their purses, their cars. Ab-

sent these fndings, common sense might 

suggest that there would be little ROI in 

trying to sell someone who owns eight sta-

plers a ninth or a 10th one. But the analy-

sis proves that selling those additional 

staplers to superconsumers is a smarter 

growth strategy than simply selling re-

placements for broken or lost staplers to 

“normal” consumers.

Companies that focus on supercon-

sumers can realize benefts far beyond an 

opportunity to drive sales growth. Because 

superconsumers are already buying your 

products, it’s easy to reach them. This 

means that you can dramatically increase 

the efficiency of your advertising and 

promotions. Instead of trying to activate 

lapsed users through expensive mass-

market campaigns or paying large sums to 

deliver coupons to customers who haven’t 

bought your product in months (and  

probably won’t buy it now), you can focus 

your eforts on a narrow slice of your cus-

tomer base. Direct and digital marketing 

are often much more efective with super-

consumers than with others. That effec-

tiveness can be especially valuable to large 

CPG companies, some of which spend bil-

lions of dollars a year on advertising—and 

for which a 1% increase in the efciency of 

ad spending can therefore be worth tens of 

millions of dollars.

Many superconsumers are superb at 

offering insights that can drive product 

strategy. Because they are passionate about 

the category, they are an ideal audience 

for testing out new-product ideas—and in 

many cases, they themselves are the source 

of new ideas. Consider another Kraft brand, 

Breakstone’s sour cream. Shannon Lester, 

a Kraft brand manager, and his team dis-

covered that many of its superconsumers 

were blending it with Greek yogurt to cre-

ate something that tasted like sour cream 

Eddie Yoon is a principal, and Steve 
Carlotti is the CEo, at the Cambridge 

group. Dennis Moore is the executive vice 
president of advanced analytics at the Nielsen 
Company.

but had about half the fat and cholesterol 

and twice the protein and calcium. Break-

stone’s had once come up with a similar 

combination, but the mixture had failed 

to gain traction even inside the company. 

After Kraft embraced the superconsumer 

strategy, however, it retested the product, 

this time targeting its superconsumers, 

who loved it. Moreover, many of them of-

fered input that helped Kraft optimize the 

product, and their insights about presenta-

tion helped it gain mass appeal. Demand 

for Breakstone’s Greek Style sour cream 

grew so rapidly that the product was avail-

able in 60% of U.S. grocery stores within 

months of the retest—astonishing speed 

for the success of a new product.

The most important thing we’ve 

learned in our work with companies that 

have decided to focus on superconsumers 

is that the new strategy can become a ral-

lying cry for an organization—particularly 

one that has been marketing an old, slow-

growing product perceived as unexciting. 

Like many of the best strategies, it is simple 

to explain, it appeals to logic, and it is easy 

to back up with data. “To be honest, I was 

a nonbeliever at first,” says Cannon Koo, 

the director of analytics at Kraft Foods. “I 

thought, How are these consumers any dif-

ferent from heavy users? But as we did more 

and more research, we began uncovering 

more and more insights that were quite 

different from what we were used to see-

ing from heavy users.” Today the Velveeta 

team uses the superconsumer strategy to 

plan its media buying, trade promotions, 

and new-product lines. The brand’s general 

manager says that in his nine years at the 

company, he’s never seen a more tightly in-

tegrated brand plan. 

The superconsumer phenomenon 

points to a virtuous circle: Often compa-

nies can do well by showing more love to 

the customers who love them the most. 

HBR Reprint F1403A

One Retailer's Approach to Superconsumers

Packaged goods companies aren’t the only ones that can profit from 
added attention to superconsumers. Several years ago we worked  
with a U.S. hardware store chain (unnamed for reasons of client confi-
dentiality) whose sales were lagging. Its superconsumers were do-it-
yourselfers making low-cost home improvements, such as replacing 
light fixtures. In analyzing how to increase sales among them, manag-
ers focused on paint—a high-margin product that is part of many DIY 
projects, an easy way to spruce up a space, and a purchase for which 
customers appreciate the kind of advice and personal service that’s 
hard to get at a big-box store.

The retailer reworked its paint merchandising and marketing to be 
more inspiring. For example, it created “idea cards” and began of-
fering sample jars so that customers could try out colors at home for 
little cost. These initiatives succeeded, and not just among supercon-
sumers: Paint sales rose 14% the following year. 
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%

nti-American sentiment poses a 

challenge to companies seeking 

to export to some regions of the 

world, most notably parts of Asia and the 

Middle East. At the same time, segments 

within those regions keenly identify with 

U.S. urban youth culture—the world of hip-

hop and rap. Research I conducted among 

Chinese undergraduates suggests that this 

identification may mitigate hostility to-

ward the United States and increase peo-

ple’s willingness to buy American brands—

good news for companies interested in 

extending their global reach.

To lay the groundwork for an overseas 

study, I developed a questionnaire to mea-

sure “urban ID” and tested it on 256 under-

graduates in Los Angeles and Washington, 

DC. The students rated themselves on 30 

characteristics that are representative of 

the urban subculture, including individu-

alism, familiarity with hip-hop slang and 

fashion, trendiness, resourcefulness, ad-

venturousness, and “attitude.” Next they 

were asked to indicate the degree to which 

they considered themselves part of that 

subculture. A high correlation between 

their answers to the two parts of the exer-

cise confirmed that the questionnaire is 

an accurate tool for classifying subjects as 

either “urban identifiers” or “non–urban 

identifers.”

The students also answered questions 

about their consumer habits. Not surpris-

ingly, urban identifiers reported a much 

greater likelihood than others to get prod-

uct information from, and have purchase 

decisions influenced by, informal and 

nontraditional sources, such as movies, TV 

shows, music and music videos, and ath-

letes and other celebrities.

To determine whether the dimensions 

and efects of urban ID carry over to other 

countries, I administered the question-

naire and the single-item self-assessment 

to 110 Chinese university students in 

Hong Kong and asked them about sources 

of consumer information and influence. 

Their scores showed that the characteris-

tics of urban ID in Hong Kong track those 

in the United States quite closely. And like 

their U.S. counterparts, the Chinese urban 

identifers were likelier than the other stu-

dents to be influenced by nontraditional 

sources of product information: movies 

(11% likelier), music and music videos 

(10%), TV shows (9%), athletes and other 

celebrities (8%). 

I also asked the Chinese students ques-

tions about anti-American sentiment and 

openness to U.S. brands. The urban identi-

fers were far less likely to report animosity, 

and, presumably because of this softening 

efect, urban ID scores turned out to be a 

signifcant predictor of willingness to buy 

U.S. products: The respondents with the 

highest scores reported 11% less unwilling-

ness than did those with the lowest.

The marketing power of urban subcul-

ture associations has been amply dem-

onstrated in the United States: Sprite, 

Mountain Dew, and other soft drink com-

panies have made numerous commercials 

featuring rap artists, for example, and the 

rapper Busta Rhymes’s 2002 hit “Pass the 

Courvoisier, Part II” caused a double-digit 

spike in sales of the cognac in the following 

months. My fndings suggest that compa-

nies can capitalize on that power in other 

countries as well, by learning how to pin-

point receptive urban subcultures and then 

using certain nontraditional marketing ve-

hicles to reach them.  

hBR Reprint F1403b   

how Urban culture transcends Borders
GloBal MaRketInG by Marlene Morris Towns

Marlene Morris towns is a professor of 
marketing at georgetown’s McDonough 

School of business and the academic director of 
the georgetown Institute for Consumer research.

Chinese urban identifiers are 

A “twins study” led by Peter J. Loewen, of the University 
of Toronto, reveals that attitudes about everyday dishonest 
behavior have a large genetic component. According to the 
researchers, genes are responsible for 26% of their sub-
jects’ views on avoiding taxes and 42% of their views on 
taking unnecessary sick leave. (Twins studies are based on 
the idea that genetic factors account for greater behavioral 
similarities between identical twins, who share a genetic 
code, than between fraternal twins.)

LikeLier than non–urban 

identifiers to be infLuenCed 

by musiC videos. Il
lU

S
Tr

A
TI

o
n

: 
M

Ik
e

y
 b

U
r

To
n

The  

Lying  

gene

  



“ The inTellecTual  
challenge 
exceeded my  
expecTaTions. 
and so did  
The diversiTy.”

--  gabrielle reijnen 

Advanced Management Program 2012

“ i decided  
To improve  
myself
To move The  
company forward.”

--  otonye efebo 

General Management Program 2012

The world’s top executives often need to step outside their organizations to acquire 

the skills, knowledge, and leadership to successfully address today’s critical business 

issues. The Harvard Business School Executive Education comprehensive leadership 

programs are where they convene.  clp_info@hbs.edu |  www.exed.hbs.edu/pgm/clp/

  



Idea watch hbr.org

28  harvard business review March 2014

D
iversity is a near-universal value in 

corporate America, but the upper 

tiers of management remain stub-

bornly homogeneous. Consider Fortune 

500 CEOs: Only 23 are female, just six are 

black, and none are openly gay. Why so 

few gains at the top? We believe that one 

factor is a phenomenon sociologists call 

“covering,” whereby people downplay their 

differences from the mainstream. Some-

one with a disability might forgo her cane 

at work, say, while a gay man might avoid 

using “he” or “him” if asked about his 

partner. Such behavior is driven not just 

by self-censorship or internalized biases 

but also by pressure from managers. It 

decreases employees’ confdence and en-

gagement and, we think, holds women and 

minorities back.

We reached these conclusions after 

surveying some 3,000 employees in more 

than 20 large U.S. frms. Our subjects rep-

resented a mix of ages, genders, ethnicities, 

sexual orientations, and levels of seniority. 

Their companies spanned 10 industries, 

but all had a stated emphasis on inclusive-

ness. Yet 61% of the workers surveyed said 

they had faced overt or implicit pressure 

to cover in some way. For instance, one 

woman had been coached not to mention 

day care pickup or other family responsi-

bilities, lest she incur a “motherhood pen-

alty.” Another respondent observed that 

she made a concerted efort not to be seen 

around other African-American profes-

sionals to avoid the labels she’d seen placed 

on peers.

Of the employees who reported feel-

ing pressure to mute some aspect of their 

identities, 66% said that it significantly 

undermined their sense of self. Fifty-one 

percent said that perceived demands for 

covering from leadership affected their 

view of opportunities within the organi-

zation, and 50% indicated that they di-

minished their sense of commitment. And 

although covering was more prevalent 

among traditionally underrepresented 

groups, including gays (83%), blacks (79%), 

women (66%), Hispanics (63%), and 

Asians (61%), we found a surprising inci-

dence among straight white men, 45% of 

whom told us that they downplayed char-

acteristics such as age, physical disabilities, 

and mental health issues.

Managers striving to develop a truly 

diverse set of leaders should recognize the 

fallout of even unspoken demands to con-

form and work to eliminate them. Just as 

important, they should look for opportuni-

ties to model a more authentic, inclusive 

culture by “uncovering” themselves. 

hBR Reprint F1403C

Fear of Being different Stifles talent 
IncluSIon by Kenji Yoshino and Christie Smith

Kenji Yoshino is the Chief Justice Earl 
Warren Professor of Constitutional Law at 

NYU. christie Smith is the managing principal of 
the Deloitte University Leadership Center for 
Inclusion, Deloitte LLP.

Blending into the Crowd
The employees we surveyed had countless strategies for minimizing 
their differences, but their efforts fell into four broad categories:

AssoCiAtion

Eighteen percent  
of respondents 
limited contact with 
other members of  
a group.

“I don’t associate 
with cancer groups, 
because I don’t 
want to draw  
attention to my 
medical status.”

ADvoCACy

Fifty-seven percent 
of respondents 
avoided sticking  
up for their  
identity group. 

“Even though I am  
of Chinese descent,  
I would never  
correct people if 
they make jokes or  
comments about 
Asian stereotypes.” 

AffiliAtion

Forty percent of re-
spondents refrained 
from behavior com-
monly associated 
with a given identity,  
often to forestall 
stereotypes or neg-
ative assumptions.

“I have been careful 
not to mention my 
age or anything that 
might date me.” 

AppeArAnCe 

Twenty-nine per-
cent of respondents 
altered their attire, 
grooming, or  
mannerisms to 
make their identity 
less obvious.

“I grew up in a  
lower-middle-class 
status and wear 
nicer clothing to 
appear fashionable 
and wealthier.”

17perCentAge-
point gAp

Stat Watch
daIlY Stat  

To receive hbr’s Daily Stat by e-mail, 
sign up at hbr.org/dailystat.

Feelings of power prompt leaders to verbally dominate and 
to resist others’ ideas, according to a computer-simulated 
Everest expedition conducted by leigh plunkett tost, of 
the University of Michigan; francesca gino, of Harvard; and 
richard p. larrick, of Duke. Team performance suffers as a 
result: Teams whose leaders were asked to “think about a time 
when you had power over someone” met just 59% of their goals, 
versus 76% for other teams. Companies might counter this 
effect by reminding managers of subordinates’ importance and 
encouraging workers to question overbearing bosses. 

  



IBM, ibm.com, Let’s Build a Smarter Planet, Smarter Planet, WATSON and their logos are trademarks of IBM Corp., registered in many jurisdictions worldwide. 
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Can your doctor 
know everything
 known to medicine?
Medical data is growing at an unprecedented rate – in fact, it’s doubling every 

fi ve years. IBM Watson is a learning cognitive system that can understand 

millions of pages of data to help doctors answer some of medicine’s biggest 

questions. And now, IBM’s new Watson Group is going beyond healthcare to 

bring cognitive innovations to a wider range of data-intensive industries.

This is Watson on a Smarter Planet.

ibmwatson.com

  



Story: A full 70% of the time our subjects 

opted to receive more-painful shocks 

right away rather than wait for less painful 

shocks in the near future. We infer from 

this that dread—the anticipation of nega-

tive outcomes—is a powerful force. But 

how powerful? We were trying to measure 

dread. And we think these fndings show 

that dread is so painful that people will 

pay a signifcant price, in the form of more 

physical pain, to avoid it.

HBR: First things first. You’re jolting 

people with electricity? What kind of 

twisted lab do you run?

[Laughs.] I assure you this is very con-

trolled and quite benign—we don’t jolt peo-

ple. We used mildly painful electric shocks, 

on the back of the hand. And everyone 

who participates obviously agrees to it. It’s 

actually a common technique in research 

that looks at how to treat chronic pain.

And was the amount of pain subjects 

chose much higher than what they would 

have gotten by deferring it?

Yes. People chose up to a third to half again 

as much pain. On a typical 0-to-10 scale, 

the people with the most dread were 

choosing a shock that would be rated a 6 

right away rather than waiting for a 4 later.

So dread feels more painful than a level 6 

shock? That seems alarming.

Not quite. The idea is that dread plus 

the eventual shock equals more than a 6. 

The strange part is that opting for higher 

amounts of pain right away goes against 

the widely accepted theory of temporal 

discounting—which says we place lower 

value on future outcomes. In positive situ-

ations, this plays out as a desire to have $10 

today rather than wait for $12 a week from 

now. According to that theory, if I’m dis-

counting the value of a level 4 shock that 

happens later, there’s no way I’d choose 

a level 6 shock now. But most people do 

choose the bigger shock. Why? We believe 

it’s because they factor dread into their 

temporal discounting calculus. They’re 

not weighing a 4 shock versus a 6 shock. 

They’re weighing a 4 shock, plus fve or 

so minutes of anticipating it, against a 6 

shock that’s over in a few seconds.

But what if we said you could come  

back in a week to receive the shock? 

There must be some point at which 

we don’t dread future pain more than 

present pain.

We tested for this in a follow-up study in 

which, instead of administering shocks, 

we asked people whether they would 

choose to schedule a hypothetical painful 

dentist appointment sooner or later. We 

saw the same pattern. Now, in the frst 

study we’d made the pain inevitable. In 

the real world you’d have all kinds of 

mechanisms for avoiding the painful 

situation—you could skip the appoint-

ment or schedule it and just cancel later. 

We believe people often procrastinate in 

the hope that maybe painful events will 

just go away altogether. But if an event is 

inevitable, the pattern of wanting to get it 

over with seems to hold.

If dread is so bad, won’t anyone who 

postpones the appointment by five 

months build up an unmanageable 

amount of it?

Well, we certainly fnd that dread builds 

up the longer the wait—but not in a linear 

way, as you might imagine. A short wait in-

creases dread a lot, but prolonging the wait 

further has less of an impact. It looks to us 

as if people’s dread is much worse on the 

day before the appointment than when it’s 

a week away. It rises exponentially as an 

event nears.

Exponential dread sounds deeply 

miserable.

Anticipating Pain  
Is Worse Than Feeling It

The study: Giles Story attached electrodes that would deliver 
electric shocks to the hands of 35 subjects, inflicting minor pain 
that ranged from a slight buzz to something that felt like a strong 
insect bite. The subjects got to choose between receiving milder 
shocks after an interval as long as 15 minutes or stronger shocks 
more immediately. Most subjects opted to receive the more- 
intense stimuli right away rather than experience the dread of 
waiting for less intense ones.

The challenge: Is the expectation of pain worse than the actual 
pain itself? Should we meet the unpleasant head-on, and just get 
it over with? Dr. Story, defend your research.

Giles Story is a clinical fellow 
in behavioral economics at 
Imperial College London and 
University College London.
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Yes. As you get closer, the dread grows 

faster. By the way, we suspect the reverse 

is also true. The opposite of dread in 

psychology is called “savoring”—the 

anticipation of a positive outcome. And it 

appears that we may enjoy that more than 

the actual positive outcome itself.

That’s the Christmas afternoon effect.

Precisely.

I’ve been dreading asking this next 

question.

The sooner you ask, the sooner the pain 

will be gone.

I remember studies from the 1960s in 

which researchers yoked dogs together 

in pairs and shocked them and dis-

covered “learned helplessness.” The 

dogs just gave up resisting the shocks 

and whimpered, even if they weren’t 

shocked but their yoked partners were. 

Will enough dread lead to that kind of 

helplessness?

It very well may. We don’t have data yet, 

but there may be connections between 

the accumulation of dread and depres-

sion. Depressed people see everything as 

having a negative outcome. So you can 

imagine they’re constantly flled with 

dread. That’s very hard to deal with.

Have you measured the physiological 

markers related to dread?

No, but others have. Gregory Berns and 

his colleagues measured brain activity and 

found that people with higher anticipatory 

responses were more likely to choose to 

get pain out of the way.

Your study dealt with physical pain. Does 

this phenomenon carry over to the dread 

of emotional pain—say, the anticipation 

of a bad performance review?

There’s no data yet, but I’m sure the 

dynamics are similar. The dread expe-

rienced would probably be akin to the 

dread in the dentist study, where the 

pain was months away and subjects 

weren’t sure what it would feel like.  

People may try procrastination and 

avoidance here too, but our results 

suggest that as the review becomes 

inevitable, they’ll choose to get it over 

with—perhaps even move the date of 

the review up—rather than wait and 

endure that exponential dread curve. 

Looking at that would be a wonderful 

study!

Can anything be done to mitigate dread?

Yes, we’ve shown that in our study.  

When we described a shock level as a de-

crease from a higher level, people dreaded 

that shock less. We can also rig situations 

to reduce dread somewhat. Take a fu 

shot. You’re called in and sit in a chair 

watching the nurse prepare the needle, 

thinking all the while of the upcoming 

pain. Another way to go would be to have 

the needles prepped before you walk in—

and have the nurse stick you right away. 

A worker might make self-afrmations to 

ofset the dread of a performance review, 

or the boss might say, “It’s not going to be 

that bad.”

Unless, of course, it is. Then you might as 

well get it over with.

It’ll hurt less that way. 

 HBR Reprint F1403d

Interview by Scott Berinato

The Impact of dread
People would rather  
get a level 6 shock  
now instead of  
waiting five minutes  
for a level 4 shock.
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Vision Statement

Royal SEalS

1 2 The upper corners 
feature the seals of  
Spain, under whose royal 
patronage the company 
was established, and 
Catalonia, the company’s 
home base.

RElIGIoUS 

ICoNoGRaPHy

3 At the center is the 
patroness of Catalonia:  
the “Black Madonna” of 
Montserrat, whose statue 
is made of dark wood and 
sits in a mountaintop 
basilica near Barcelona—
thus the mountains behind 
her. Her crown may be  
of a Mexican style. Among 
the figures flanking her  
are St. Andrew, whose 
characteristic X-shaped 
cross was one of many 
symbols of the Spanish 
monarchy, and St. Rose  
of Lima, the first saint  
from the Americas. 

laNdSCaPE

4 The harbor depicted is 
Barcelona, from which the 
company’s ships sailed.

aGRICUltURal 

ICoNoGRaPHy

5 6 The Spanish 
introduced the  
cultivation of grapes  
and pomegranates to  
Latin America.

PURCHaSER

7 This certificate grants 
an interest to Francisco 
Arboli, a merchant and 
citizen of Barcelona.

MytHoloGICal 

ICoNoGRaPHy

8 9 The trident is 
linked to Neptune—a 
common allegorical 
reference. The club is  
a symbol of Hercules,  
who figures in Barcelona’s 
founding myth and is 
frequently associated with 
Spain’s Hapsburg kings. 

1

8

5

7

The stock certificate shown here 
is among the oldest in existence. 
It was issued in 1758 by the 
Real CompañÍa de Comercio de 
Barcelona, the best known of the 
Spanish royal trading companies, 
which had a monopoly on trade 
with Santo Domingo, Puerto Rico, 
and Margarita Island, off the 
Venezuelan coast. 

The venture had been capitalized in 

1755 with 4,000 shares of stock worth 250 

pesos each, or one million pesos all told. 

Only 1,785 of those shares were purchased. 

Operations began slowly—with just two 

ships and a single annual voyage. Because 

the areas the business traded with weren’t 

wealthy, it never really took off, even after 

it began bringing in African slaves to the 

three locales in a bid to build up their 

agricultural exports. In 1786 the enterprise 

was absorbed into another, more 

successful Spanish royal trading company.

This document, from Baker Library 

Historical Collections at Harvard Business 

School, looks almost like a template  

for modern stock certificates. The ornate 

design, with its engravings of religious 

and allegorical figures, lends a sense of 

ceremony to the transaction it records, 

and illustrates the company’s origins and 

mission. HBR Reprint F1403Z

The Art of Commerce

Image courtesy of Baker Library Historical 
Collections. Iconographic references courtesy of 
Adam Jasienski, a PhD candidate in the history 
of art and architecture program at Harvard 
University. Historical detail drawn from the work 
of Howard Shakespeare.
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“To reverse the trend,  
we all need to be on the 
same rampage.” 

this month’s winning caption was submitted 

by Paul Nevels of Kingwood, texas.

It’s neither new nor improved, 

but we could charge more. 

Perhaps that would be a good 

differentiator.

It’s not exactly a 

retirement plan.

Caption Contest
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The #1 heart care in the nation.  
19 years in a row.

It’s why 24,498 people traveled 

to Cleveland last year for heart care.

U.S. News & World Report 2013-14

Call 1.855.299.APPT   clevelandclinic.org/1heart

Same-day appointments available.

  



Gail McGovern is the president and 
CEO of the American Red Cross.McGovern

manitarian side that the organization was 

unwieldy. Its 720 independent chapters all 

had their own payroll systems, financial 

audits, websites, and IT departments. The 

redundancy was enormous—and on top of 

that, our messaging was at cross-purposes. 

With so many websites, we were knocking 

one another out of search results.

My team and I came up with what we 

thought was a logical restructuring and 

took it to the board, confdent that the di-

rectors would declare it a no-brainer. But 

it wasn’t that simple. Some of them pre-

dicted a mutiny. The plan had enough sup-

port to pass, but because of the passion in 

the room, I took it of the table. 

We decided it was time to change our 

process. We made it inclusive by bringing 

together 50 of our chapter executives to 

collaborate on a solution. Then we made 

it radically inclusive by sending the result-

ing plan out to the entire organization—

more than 30,000 employees and hun-

dreds of thousands of volunteers. We got 

thousands of responses and made many 

changes for the better. 

And somewhere along the line, the pro-

cess changed me. At the make-or-break 

meeting to put the final plan in front of 

the chapters, I found myself delivering a 

deeply emotional talk. I pointed to recent 

disasters, described how local chapters 

had responded, and implored the group to 

save the Red Cross. Earlier in my career, I 

would have considered that kind of speech 

sappy. But in that room I saw people’s skep-

ticism change to belief. Did my leadership 

team and I show any special rhetorical bril-

liance? No—we proved we’d been listening, 

and our amazing Red Crossers, who care 

so deeply about our humanitarian mis-

sion, were willing to accept some difcult 

changes to save this American treasure. 

We’re 10% smaller than we were when 

we started this journey, having made tough 

choices that included conducting layoffs, 

withholding merit increases, and suspend-

ing 401(k) matches. But having consoli-

dated our back-ofce systems, we’re better 

at fulflling our mission. Ninety-one cents 

of every dollar we raise directly supports 

those we serve.

And now I look back on my career in 

the private sector and realize how I should 

have been leading all along. Nonprofits 

don’t have a monopoly on meaning. When I 

was with AT&T, we didn’t just provide long-

distance telecommunications—we con-

nected people to information they needed 

and people they loved. At Fidelity Invest-

ments we didn’t just manage money—we 

helped people fulfill their dreams for col-

lege or retirement. 

Your job as a leader is to tap into the 

power of that higher purpose—and you 

can’t do it by retreating to the analytical. If 

you want to lead, have the courage to do it 

from the heart. 

HBR Reprint F1403E

Lead from the Heart
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W
hen an executive comes from 

the private sector to a non-

profit, the usual understand-

ing is that he or she is there to inject some 

business discipline. When I arrived at the 

American Red Cross, there were certainly 

problems to be tackled. The books were 

closed on FY08 just six days after I started, 

with a $209 million operating defcit. The 

organization had been running deficits 

for some years, borrowing just to provide 

working capital, and we were more than 

$600 million in debt. Frankly, we were not 

very good at fundraising. Yes, we had a ter-

rifc brand—the second best-known in the 

world—but even that needed refreshing.

It didn’t take very much business savvy 

to see the way forward—we had to simplify 

the organizational structure. The American 

Red Cross has two parts: humanitarian ser-

vices and blood services. It was on the hu-

I delivered a deeply 
emotional talk 
and saw people’s 
skepticism change  
to belief.
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Don Tapscott is the executive director of the Global Solution 
Networks program at the University of Toronto’s Rotman School of 
Management and a coauthor of Macrowikinomics (Portfolio, 2010). Tapscott

We no longer need govern-
ment officials to convene  
for the rest of us to align  
our goals and efforts.

I
f you are the leader of a large organi-

zation (or only of yourself) who cares 

about improving the world, here’s a 

question you should consider: How will 

you participate in the global solution net-

works that are increasingly managing to 

address the world’s problems?

A global solution network is a group of 

independent parties that have coalesced 

around a global problem or task they all 

perceive as important but that none can 

handle on its own. They become a network 

when they begin communicating about 

and coordinating their activities to make 

progress, rather than working unilaterally 

and competitively (as, for example, an in-

dustry does in a market economy). 

Cooperative efforts to solve shared 

problems have of course arisen in the past. 

In business the great examples have been 

standards networks. But the world’s big-

gest social and economic ills have been ad-

dressed by gatherings of nation-states. The 

model for global cooperation was forged 

after World War II, when representatives 

of 44 countries met at Bretton Woods, New 

Hampshire; the work they did there led 

to the International Monetary Fund, the 

World Bank, the United Nations, the G8, 

the World Trade Organization, and more. 

Once state-based institutions like these 

had taken hold, it became hard to imagine 

other ways to address territory-spanning 

social challenges—the human problems 

that, in the words of Kof Annan, the former 

UN secretary-general, “do not come per-

manently attached to national passports.” 

But over time it has also become clear that 

these institutions aren’t equal to the task. 

Progress on many fronts is stalled.

Two major developments in recent de-

cades have provided the basis for a new 

model. First, the internet has created the 

means for participants of all sizes, down to 

individuals, to communicate, contribute 

resources, and coordinate action. We no 

longer need government officials to con-

vene for the rest of us to align our goals and 

eforts. Second, businesses have gained the 

ability, by virtue of their international scale 

and their growing eagerness to be forces for 

good, to play an important role in global co-

operative eforts. No businesses were at the 

table at Bretton Woods, but today corpora-

tions routinely engage with other sectors 

to address issues of sustainability, social 

justice, and public well-being. 

Global solution networks lead to coop-

eration, governance, and problem solving—

and make faster, stronger progress than 

state-based institutions ever could. If you 

doubt it, look at how the two models are 

dealing with climate change. State-based 

institutions have mobilized by meeting in 

Cancún, in Copenhagen, in Rio…and have 

so far failed to align on a plan for even a 

6% reduction in carbon emissions. Mean-

while, some 20 million people have joined 

the Climate Reality Project and other self-

organizing networks and are already taking 

action. Which is providing better leadership 

to save the planet? 

As global solution networks proliferate 

(research at Rotman has already identifed 

10 types), business is ideally positioned to 

play an integral role. The challenge is clear: 

You now need to think strategically about 

which you will participate in and how. Will 

your organization act in isolation, taking on 

only problems that it can single-handedly 

solve? Or will you join the good fghts tak-

ing place on a global scale, and leave the 

world meaningfully better? 

HBR Reprint F1403F

A Bretton Woods  
for the 21st Century 
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BlackRock Strategic Income 

Opportunities Fund (BSIIX) 

Outperformed traditional bond funds with less 

sensitivity to rising interest rates.**

Talk to your fi nancial advisor about how BlackRock and 

iShares® can help you or visit BlackRock.com/bonds

Nearly 90% of the traditional bond funds you once considered safe investments 

actually lost money last year.* And if the bond markets remain volatile, your once 

low-risk bond investments could lose even more ground. That’s why it’s time for a fund 

that can adapt as markets change and move freely in search of the best returns, while 

seeking to protect against rising interest rates.

Past performance is no guarantee of future results. *Source: Morningstar. During 2013 (1/02/13 to 12/31/13), over 87.60% of “traditional bond fund” (as defi ned by all

share classes of funds in the Morningstar Intermediate Term Bond category) produced a negative return. **Source: Morningstar 12/31/13. The BlackRock Strategic 

Income Opportunities Fund, which lies in the Nontraditional Bond category, had a higher average annualized total return than the Morningstar Intermediate Term Bond 

category (traditional bond funds) average and lower interest rate risk (as measured by effective duration) over the 1 year, 5 year and since inception periods. Duration 

is a measure of a bond fund’s sensitivity to interest rates. For every year of duration, a 1% change in interest rates will lead to a 1% change in the opposite direction of a bond fund’s 

value. Institutional shares are offered to participants in certain wrap fee programs and other sponsored arrangements at various minimums. Institutional shares are not available to all

investors and may have certain restrictions and limitations. Fixed income risks include interest rate and credit risk. Typically, when interest rates rise, there is a corresponding decline

in bond values. Credit risk refers to the possibility that the bond issuer will not be able to make principal and interest payments.

Call 1-855-BLK-8880 for more information. Visit BlackRock.com or contact your fi nancial professional for a prospectus or summary 
prospectus, which includes investment objectives, risks, charges, expenses and other information that you should read and consider 
carefully before investing. Investing involves risk, including possible loss of principal. Prepared by BlackRock Investments, LLC. ©2014 BlackRock, Inc.

All rights reserved. BLACKROCK, SO WHAT DO I DO WITH MY MONEY, INVESTING FOR A NEW WORLD, and iSHARES are registered trademarks of BlackRock, Inc. or its 

subsidiaries in the United States and elsewhere. Usr-3298.

ONCE THOUGHT SAFE. 
NOW RISKY?
RETHINK YOUR BONDS.

“SO WHAT 
DO I DO 
WITH MY
MONEY?”

®
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EDF IS MAKING ADVANCES IN TIDAL POWER 
We’re showing our commitment to the future of energy by building a tidal 

demonstration farm at Paimpol-Bréhat, off the coast of Brittany. The project, 

which uses tidal currents to generate clean energy, is supported by the region 

of Brittany, the French Environment and Energy Management Agency 

(ADEME) and the European Regional Development Fund (ERDF).

pulse.edf.com
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I
n 2003 my father asked me to dinner at 

his favorite restaurant in Paris, where 

we both live. He was the chairman of 

Artemis—the family holding company 

that controls PPR, the conglomerate he’d 

founded in 1963, and a variety of other 

businesses, including Christie’s, the auc-

tion house. I had graduated from HEC busi-

ness school in 1985, had been working at 

the company since 1987, and had turned 

40 a few months earlier. Over dinner my 

father told me he wanted to step down and 

make me chairman and CEO of Artemis. I 

was surprised by the timing and told him 

so. “What are you going to do if you stop 

working?” I asked him. But my father was 

67 and had recently seen a friend die unex-

pectedly without having prepared for suc-

cession at his family-run business, so he 

felt it was time. 

The dinner took place on a Thursday. 

When I walked into our headquarters the 

following Monday, I found entirely new 

furniture in my office—and my father sit-

ting at the desk. “You don’t work here any-

more—you work there,” he said, pointing 

When Pinault’s team buys a new 

luxury brand, it drives organic 

growth by helping the brand 

with product development, 

logistics, and retail stores and 

by pairing creative designers 

with strong business executives.
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by François-Henri Pinault
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to the corner ofce that had been his. He’d 

had everything moved over the weekend.

In 1992 my father had organized eight 

experienced businesspeople into a group 

called the Pinault Trustees. Their job was 

to assess over time whether I was capable 

of doing his job. Every year I had one-on-

one lunches with each of them and they 

came to a big dinner at my father’s house. 

They were amazing people, and I was lucky 

to get to know them—but I disliked being 

under the microscope. By 2001 they had 

decided that I was a suitable successor, so 

the group disbanded. 

Two years after taking over the reins 

at Artemis, I also became the chairman 

and CEO of PPR and faced a key question: 

Should I leave things the way they’d been 

under my father, or should I take them in 

a new direction? PPR (renamed Kering in 

June 2013) owned an eclectic set of busi-

nesses. We manufactured building prod-

ucts. We owned retail stores and mail-order 

businesses in Western Europe and America. 

We’d acquired Gucci Group, the luxury 

goods company, in a series of transactions 

beginning in 1999. I was concerned that our 

assets were too closely tied to Western Eu-

rope, and to France in particular. The com-

pany needed to become more international, 

more growth oriented, more proftable. So 

I focused on our luxury segment—apparel 

and accessories—which had strong poten-

tial for long-term growth. A few years later, 

in 2007, we acquired a controlling interest 

in Puma and decided to build a second stra-

tegic pillar in sports and lifestyle around 

that brand. 

During the past decade we’ve sold off 

the other components of the original com-

pany and made a series of acquisitions to 

strengthen our position in the global lux-

ury market. Today, in addition to Gucci, we 

own 14 luxury brands, including Alexander 

McQueen, Brioni, Saint Laurent, Stella Mc-

Cartney, and Bottega Veneta. One key to 

this expansion has been our ability to help 

the brands we acquire find ways to scale. 

People tend to focus on the deal making, 

but how we help our brands grow organi-

cally and beneft from their collective expe-

rience is the most important aspect of what 

we do. When we partner with a brand such 

as Stella McCartney or Christopher Kane, 

we give it access to systems for developing 

products more efciently. We help it locate 

and open fagship stores. We help it recruit 

the right talent. 

The transformation of our business has 

made us a much smaller but far more fo-

cused and more proftable company. Since 

2003 our sales have declined by more than 

half, from €24.4 billion to €9.7 billion, but 

our profits have gone up by about 40%. 

We have also become a much more global 

enterprise. Since 2007 the proportion of 

our revenue that comes from France has 

dropped from 41% to 4%. 

Narrowing Down in a  
Global Economy
I had worked in many of the B2B businesses 

my father had put together as I came up 

through the company. I had run a division 

that made windows. I had headed our Af-

rican unit, which imported and distributed 

vehicles in 30 countries. Before we bought 

Gucci, I had no experience in luxury goods, 

but then I began serving on the Gucci board 

and learning about the industry.

When I became the CEO of PPR and 

started reviewing our strategy, I focused 

on whether our conglomerate made sense 

in a global economy. That’s been the big 

change over the past 15 years. Until the late 

1990s expanding overseas was complicated, 

and companies like ours preferred to diver-

sify across product lines not far from their 

home markets. U.S. companies have access 

to a huge domestic market, but France has 

a relatively small one. PPR had ended up as 

a conglomerate not because of some grand 

design but because my father kept acquir-

ing businesses in order to fuel its growth. 

By the time I became CEO, the company 

was doing very well but reaching the limits 

of this model. That’s why I decided to fo-

cus on building a group of global brands in 

luxury and sport.

When I talk about our brands, I avoid 

using the words “portfolio” and “collec-

tion,” because they make our approach 

sound slightly random when in fact it has 

A Focus on luxury

Acquires 42% of  
Gucci Group 

Acquires Yves Saint Laurent

Acquires 70% of  
Sergio Rossi

Acquires Boucheron 

Acquires Alexander McQueen 

raises its stake in  
Gucci Group to 53.2% 

Acquires Bottega Veneta 

launches Stella McCartney in 
a joint venture with Mccartney

Acquires Balenciaga

raises its stake in  
Gucci Group to 67.6%

Pinault has streamlined 

the conglomerate he  

took over in 2003 to  

concentrate on luxury and 

sport brands. 
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been quite strategic. From the start we’ve 

had a very clear idea of what we wanted 

to achieve. One of our key assumptions is 

that a brand cannot cover all segments in 

terms of price or style. In theory we could 

have tried to expand Gucci to cover many 

more segments rather than acquiring other 

brands, but we think that would have 

been at the expense of what makes Gucci 

unique—what we call its DNA. We chose 

to allow multiple brands to complement, 

rather than compete with, one another. 

Today when we think about an acquisition, 

we try to make sure the brand fulflls a clear 

mission within our group and matches a 

distinct segment of the market.

An important way we grow the brands 

we acquire is by helping them develop a 

retail strategy. As luxury apparel brands 

mature, they generally stop being driven by 

wholesale (selling primarily to department 

stores and specialized independent retail-

ers) and begin creating their own retail 

store networks. Flagship stores in markets 

such as New York and Milan can attract a 

diferent kind of customer, and they serve 

as advertisements as well. Getting the 

right location on the right terms and at the 

right moment is the key to success. When 

a young brand joins Kering, it gains access 

to a worldwide real estate team: We have 

people who know the stand-alone store lo-

cations as well as the malls of every big city 

in the world. We have relationships with 

Raises its stake in  
Gucci Group to 99.4% 

Acquires remaining 30% of 
Sergio Rossi

Acquires a 23% stake in  
Sowind (Girard-Perregaux 
and JeanRichard) 

Raises its stake in Sowind  

to 50.1% 

Acquires Brioni

Launches a joint venture  
with YOOX dedicated  
to e-commerce 

Acquires a majority stake  
in Qeelin 

Acquires 51% of  
Christopher Kane 

Acquires a majority stake  
in Pomellato 

Acquires a minority stake  
in Altuzarra 

landlords. We know the fair price for rent. If 

you’re a small brand in London, opening a 

store in Berlin or Hong Kong can be daunt-

ing. Once your brand is part of Kering, our 

experts will help you get it done.

But the growth of a retail network has 

to align with the capabilities of the brand, 

and that’s an area in which many luxury 

brands, including some of ours, have 

made errors. We didn’t always know how 

to help our newer brands grow. Some-

times brand managers think they can open 

stores sooner than they should. If you 

don’t have the product assortment to fll a 

3,000-square-foot store and you’ve signed 

a fve- or 10-year lease, you may be facing 

a disaster. Ten years ago at YSL, we devel-

oped the store network too quickly, and 

some of the stores were too large. We had 

to close or shrink several and stop opening 

new ones for fve years; we resumed store 

expansion when we deemed the brand was 

ready for it. Sometimes it’s the other way 

around: Brand CEOs are too conservative, 

and we challenge them to move to the next 

stage faster than they think they can. 

A good example of how we are able to 

grow brands within the group is the suc-

cess of Bottega Veneta. In 2001, when 

we acquired this Italian maker of leather 

goods, it had sales of €56 million, only 30% 

of which it did in the 39 stores it operated 

directly. In 12 years its sales have multiplied 

by 17, and it now controls more than 80% 

of its distribution through a worldwide net-

work of 196 stores. In 2012 Bottega Veneta’s 

operating income reached €300 million. 

This is an incredible accomplishment that 

the brand couldn’t have achieved on its 

own. It was made possible by the resources 

of the group, interaction with Gucci and 

our other brands, and our approach to tal-

ent management, which we think is fairly 

unusual in the industry.

Talent and Operational 
Synergies
Since we bought Gucci, we’ve reached 

some conclusions about the best way to 

manage talent for a luxury brand. First, we 

give the creative people a high degree of 

control. A brand’s creative director doesn’t 

just design the product; he or she controls 

the brand image, the store concepts, and 

the advertising, with a 360-degree vision. 

Second, we’re convinced that the creative 

director must be matched with a strong and 

complementary CEO. Getting that duo right 

keeps the strategic vision and the creative 

vision aligned. As a brand grows, execution 

becomes really important—and we enable 

the creative team to fourish by pairing it 

with business partners. 

Being part of a bigger company creates 

major operational synergies. We know all 

the suppliers for all types of fabrics and 

leather, so we can help our brands find 

whatever they need. Obviously, our brands P
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have varying requirements: For example, 

Gucci and Bottega Veneta use completely 

diferent types of leather. But coordinating 

sourcing still generates economies of scale, 

enables us to fnd new suppliers around the 

globe, and enriches our expertise.

We have two product development 

centers, one for ready-to-wear (near Milan)  

and one for leather goods (near Florence). 

These centers help speed the process of 

turning a designer’s initial concept into 

something that can be manufactured for 

sale in stores. People tend to associate 

luxury brands with Fashion Week, which 

showcases design, but the reality is that to 

succeed, a company needs a logistics sys-

tem that can deliver finished products to 

stores anywhere in the world very quickly. 

After Fashion Week, buyers place orders 

for collections, and we start the production 

process. After the spring-summer fashion 

shows in September, we have from October 

until early February to make our frst deliv-

eries. These are not T-shirts—the process 

is complicated, and the products have a 

life cycle. If a delivery is late, you can’t re-

cover—and if you can deliver a week early 

to start the season, that means extra sales 

and extra proft. 

To become a global company, we’ve had 

to transform our culture. In 2008 only one 

of the 150 people working at our headquar-

ters was not French. By the end of 2012 we 

had 18 nationalities there. We have more 

Italians than French now. Today our aver-

age employee tenure is four years—much 

shorter than in the past. At the same time, 

we try to move cautiously and remain 

aware of our roots: Many of the practices 

we follow, notably our decentralized ap-

proach to the management of each brand, 

were already in place. 

Taking Luxury Online
The way we acquired Christopher Kane, a 

London-based women’s apparel brand, is 

a good example of how we approach deals. 

We announced the acquisition in January 

2013, but we’d been watching the company 

for several years. We saw it as having a very 

promising brand and a strong creative vi-

sion that complemented what we were 

doing. I met with Christopher early in the 

process—more than a year before the deal 

was announced. I went to his studio and 

saw his collection. He and his sister, who’d 

built the company together, weren’t look-

ing to sell, so I explained to him how we 

operate. “If you ever need a partner, we 

are very flexible,” I told him. In the end 

we didn’t buy 100% of the business—we 

bought majority control, and Christopher 

remains a shareholder. 

After the deal was signed, we sent in 

a small integration team, which works 

mostly to create a reporting system so 

that we can track fnancial results. We also 

worked with Christopher to fnd a CEO. We 

had explained to him that we think it’s 

important for creative directors to be able 

to focus on creative tasks. We’re prepar-

ing to open a flagship store in London in 

2014. Without Kering, Christopher Kane 

wouldn’t have had the means to do that. 

We’re still looking to build our group of 

brands. We view luxury goods as ready-

to-wear, accessories (primarily leather), 

and jewelry and watches. Until a couple 

of years ago, we owned only one jewelry 

brand, Boucheron, which is very high-

end, and the only watches we sold were 

Gucci’s. Since then we’ve bought Girard-

Perregaux and JeanRichard, two presti-

gious Swiss watchmakers; Qeelin, a maker 

of fne jewelry and our frst Chinese brand; 

and Pomellato, a midrange luxury jewelry 

company. But we’re still a work in progress 

in watches. We’ll be much stronger in that 

category in 10 years. 

We’ll also grow stronger in e-commerce; 

our goal is to create a platform across all our 

brands. We’ve entered into a joint venture 

with an Italian company called YOOX that 

specializes in luxury e-commerce sites. 

E-commerce is especially challenging for 

luxury, because it’s difficult to re-create 

the quality of the in-store experience on-

line. Websites are about photos and shop-

ping carts and checking out, and it’s hard 

to distinguish mainstream from luxury on 

them. We think we can differentiate the 

experience by developing completely new 

services that won’t be accessible by main-

stream brands. For instance, in ready-to-

wear today, people can order two or three 

sizes or two or three colors, try them on at 

home, and return what they don’t want. 

But what if we could send one of our store 

tailors by appointment to your house to 

make alterations? That’s the kind of thing  

I have in mind for the online customer’s 

experience of a luxury brand. It will be a 

high priority over the next decade. 

HBR Reprint R1403A

Revenue (in € millions)

RecuRRing OpeRaTing 
incOme

Source KeRing

Kering Facts & Financials 

Founded 1963  

(as etablissements Pinault) 

Headquarters Paris

Employees 29,378

Number of Brands 22

Since 2003 Kering’s sales have declined 

by more than half, but its profits have 

gone up by about 40%.
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François-Henri pinault is the chairman 
and CeO of Kering.
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See for yourself at 

www.knotice.com

Only Knotice closes the loop for end-to-end customer  

lifecycle management across channels, devices and silos.

“
“

The Forrester Wave™:  

Data Management Platforms, Q3 2013

“Knotice aside, most DMPs insist 

that their role is to deal only with 

anonymous user data.… But it 

doesn’t solve the marketer’s need 

for end-to-end customer life-cycle 

management across the spectrums 

of acquisition to retention and 

anonymous to known.”  
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Robert Simons is the Charles 
M. Williams Professor of 
Business Administration at 
Harvard Business School. He 
is the author of Seven Strategy 
Questions: A Simple Approach 
for Better Execution (Harvard 
Business Review Press, 2010).

Choosing 
 the right 
Customer
 The First Step in 
 a Winning Strategy
by Robert Simons 

All companies claim that their strategies 
are customer driven. But the term  
 “customer” is among the most elastic in 
management theory. A working definition 
might be that your customers are the 
people or entities that buy your products 
and services and supply your revenue. 
That includes any number of actors in a
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company’s value chain: consumers, whole salers, re-

tailers, purchasing departments, and so forth. Some 

companies go as far as to label internal units as cus-

tomers: Manufacturing is a customer of R&D, for in-

stance, and both are customers of HR.

Other defnitions don’t even require that a cus-

tomer supply revenue. Pharma giant Merck’s most 

important customers are not the patients who use 

its drugs or the physicians who prescribe them. In-

stead, Merck has chosen research scientists in labs 

and universities around 

the world as its primary 

customer. Accordingly, 

its business model re-

lies on encouraging 

its own world-class 

researchers to act like 

university scientists 

by conducting basic 

research, publishing 

papers, and presenting 

results at conferences, 

all with the intent of 

discovering ground-

breaking compounds 

that can then be com-

mercialized by Merck’s 

marketing and sales 

group. The business is 

even configured like a 

research university—

a simple functional 

structure in which a 

powerful, centralized 

R&D unit receives the 

bulk of organizational 

resources. 

Unsurprisingly, per-

haps, many executives 

are reluctant to define 

their customers as narrowly as Merck has. By not 

singling out any group as the primary customer, ex-

ecutives can sidestep difcult choices that might turn 

out badly—a temptation that’s particularly strong in 

new, rapidly evolving markets. What’s more, many 

business leaders believe that treating all value chain 

partners as customers improves internal coordina-

tion and responsiveness. 

But by not identifying one primary customer, 

companies that consider themselves “customer 

focused” soon become anything but. Consider the 

contrasting fortunes of Yahoo and Google. Yahoo 

began as a broad-based internet portal supported 

by proprietary editorial content. To attract users, it 

hired journalists to write entertainment stories and 

created utilities such as Yahoo fnance, Yahoo mov-

ies, and Yahoo sports. Over time, Yahoo executives 

began to spread resources among many additional 

initiatives, including social networks, products, 

media, and advertising. As a result, they under-

invested in search, and the website became messy 

and confusing. 

Then Google entered the feld. From the outset, 

Google focused on users who appreciated technology 

and its ability to unlock new opportunities and appli-

cations. Like Merck, Google allocated the lion’s share 

of its resources (and prestige) to its technologists and 

engineers, who were given freedom to innovate. The 

aim throughout the business was to build the best 

technology in the world—whether in search, Android, 

or maps. With that sharply focused value proposi-

tion and business model, Google quickly leapfrogged  

Yahoo in the competitive marketplace. 

The bottom line is this: The strategic choice of 

primary customer—with special emphasis on “pri-

mary”—defnes the business. This is certainly true 

at Amazon, which serves four very diferent types of 

customer: consumers, sellers, enterprises, and con-

tent providers. You might think that it considers all 

four customer groups to be equally important. But 

the company’s choice of primary customer is re-

fected clearly in its well-known mission “to be the 

world’s most consumer-centric company.” Amazon 

devotes maximum resources to pleasing consum-

ers, even if that means sellers or content providers 

sometimes feel shortchanged (sellers whose store-

fronts are hosted on the Amazon platform have been 

known to sue Amazon for more resources). This un-

wavering focus on consumers has created innova-

tions such as prime free shipping, detailed product 

reviews (including negative ones), look-inside-this-

book, and the listing of lower-priced products from 

of-site competitors. These practices have often been 

criticized as inherently unproftable or injurious to 

Amazon’s other constituents. But the main results of 

the company’s choice are the ones that count most: 

unparalleled customer loyalty and stratospheric 

stock valuations.

In the following pages I’ll present a truly cus-

tomer-driven framework that can help executives 

build winning business models for their companies. 

The framework lays out four steps: identifying the 

Amazon devotes its resources 
to pleasing consumers,  
even if that means sellers or 
content providers sometimes  
feel shortchanged.
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best primary customer for your business, creating 

processes to learn what that customer values, allo-

cating resources accordingly, and building an inter-

active control process to monitor the assumptions 

that underlie your choice. 

Step 1  
Identify Your 
Primary 
Customer
As the cases of Merck, Google, and Amazon illus-

trate, your most important customers are not those 

that generate the most revenue but those that can 

unlock the most value in your business. For some 

businesses, the primary customer will be the end 

user or consumer of the product or service. For oth-

ers, an intermediary (such as a reseller or a broker) 

will be the critical customer to which organizational 

resources should be devoted. 

But how can executives be confdent that they’re 

making the right choice? Identifying the best pri-

mary customer for your firm involves assessing 

each group of customers along three dimensions: 

perspective, capabilities, and proft potential. Let’s 

look briefy at each.

Perspective refers to the culture, mission, and 

folklore of a business, often revealed in stories about 

important events or people in the company’s history. 

It is the lens through which executives consider op-

portunities and strategic direction. Steve Jobs’s ob-

session with perfection in product design created a 

legacy that frames the opportunities Apple manag-

ers will (and will not) consider. Walmart’s Sam Wal-

ton was famously frugal in his own life. And Amazon 

founder Jef Bezos is a zealot about delivering a su-

perior experience to shoppers. “When [executives of 

other companies] are in the shower in the morning, 

they’re thinking about how they’re going to get ahead 

of one of their top competitors,” he told Fortune 

in 2012. “Here in the shower, we’re thinking about 

how we are going to invent something on behalf of 

a customer.” Clearly, the choice of primary customer 

must refect a company’s perspective; otherwise the 

company will be unable to leverage the energy and 

creativity of its people in service to the customer. 

Capabilities refers to the embedded resources 

of the frm. Some frms excel at technology (Apple, 

Google, Airbus), some at logistics (Walmart, Ama-

zon, Dell). Others provide superior brand market-

ing (Ralph Lauren, Nestlé, P&G) or have industry- 

specific capabilities (original content production 

at HBO and Netflix, mining at BPH Billiton). Such 

capabilities, which are built up over time and are of-

ten difcult to copy, position a business to serve the 

needs of certain customers better than others. Dell 

in its early years built a formidable low-cost logistics 

operation to support its direct-to-consumer sales 

model. Today, the company is attempting to change 

its primary customer by refocusing on CIOs of large 

enterprises. This pivot has proved difcult for Dell 

because CIOs look for a set of capabilities—inte-

grated hardware, software, and services solutions—

very diferent from what end consumers need. 

Proft potential refers to a customer’s ability to 

deliver profts. Techniques such as Michael Porter’s 

fve forces analysis can provide insight into the rela-

tive profitability of various customer types—and 

help weed out those that would be a poor choice 

for primary customer. Consider HBO. Cable opera-

tors that purchase HBO’s content might seem to be 

the obvious choice. But cable operators have low 

switching costs—they can easily buy content from 

Idea in Brief

The problem

It isn’t always obvious who your 

most important customer is. In 

fact, for some companies, the 

most important customers 

actually supply little or no rev-

enue. Many companies, there-

fore, try to hedge their bets 

and treat all their stakeholders 

as customers. 

how iT works

When companies shy away 

from choosing a primary 

customer, they may survive 

for a while. But they risk being 

pushed aside sooner or later 

by competitors who clearly 

identify a primary customer 

and create a business model 

designed to satisfy that cus-

tomer ahead of all others.

The soluTion

Adopt a customer-driven strat-

egy that involves four steps:

1 Identify the customer group 

that best fits your company’s 

culture and traditions, most 

closely matches your existing 

capabilities, and offers the 

greatest direct and indirect 

profit potential. 

2 Understand what that 

primary customer values 

most by tracking purchases 

and preferences and studying 

behavior. 

3 Adopt the business model 

that best allows you to satisfy 

your primary customer’s 

needs and preferences. 

4 Finally, make sure you have 

good systems in place to 

identify and respond to shifts 

in those needs. 
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a variety of producers. Thus HBO would have little 

market power and would be unable to extract high 

margins from cable operators. But by targeting flm-

makers as the primary customer and devoting sig-

nifcant resources to their needs, HBO can create the 

unique products that viewers demand, allowing it 

to charge premium prices that cable operators can-

not negotiate. Of course, proft potential isn’t always 

about customers who can pay premium prices; be-

coming the preferred destination for cost-conscious 

customers can deliver substantial profts through 

volume, as Walmart has demonstrated. 

LinkedIn is one successful company whose pri-

mary customer clearly fts all three dimensions. For 

more on how it settled on individuals (rather than 

job recruiters or advertisers), see the exhibit “How 

LinkedIn Chose Its Primary Customer.”

Step 2 
Understand 
What Your 
Primary 
Customer 
Values
Once you’ve determined who your primary customer 

is, the next step is to identify which product and ser-

vice attributes the customer values. Within the same 

market and industry, different primary customers 

may value diferent things: Some demand the low-

est possible price, others want a dedicated service 

relationship, and still others are looking for the best 

technology or brand or other specifc attribute. To 

complicate matters, customers often don’t know ex-

actly what it is they value. Uncovering the full truth 

about their needs requires systematic research at 

multiple levels.

Let’s take the easy part first. Assume you have 

already chosen the best primary customer and have 

a good working idea of what the customer wants. 

There’s still plenty of room for improvement. You can 

refne your understanding by leveraging today’s easy 

and cheap access to data on customer buying habits, 

preferences, and search activities. Data analytics is 

an important tool in uncovering and rapidly respond-

ing to changing customer needs. At Google, separate 

analytics teams for display, search, and maps spend 

untold hours in their labs with customers studying 

eye movement and other variables to gauge their 

reactions to subtle product modifications such as 

changes in color. Nestlé has a war room where ana-

lysts monitor social media to track chatter that relates 

to or afects the acceptance of its products. The ana-

lysts use the intelligence to inform product research 

and marketing decisions and to evaluate in real time 

how well their value propositions are meeting the 

needs of the primary customer. 

Such data can help you fne-tune a product or a 

website’s functionality to better meet your custom-

er’s known needs. They’re unlikely, though, to help 

you identify what your customers want but aren’t 

getting. For that, you need to actually ask them. 

Smart companies set up systematic dialogues with 

their primary customers. Managers at FedEx, for ex-

ample, hold twice-yearly summits where they bring 

Customers often don’t know 
exactly what it is they value.  
Uncovering the full truth 
about their needs requires 
systematic research at 
multiple levels. 
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in a sampling of business customers (the frm’s pri-

mary customer) to ask them where FedEx is doing 

a good job of meeting their needs and where com-

petitors are doing better. At Germany’s Henkel, the 

world’s leader in adhesives, CEO Kasper Rorsted 

has created a “tops to tops” program in which all 

executives are required to meet regularly with their 

counterparts at major customers to ensure that their 

needs are understood and the company is respond-

ing appropriately. Other companies, especially those 

with rapid product cycles, manage the dialogue 

through new-product testing. Google’s Gmail, for 

example, was released after fve years of beta testing 

by more than 1,000 technology opinion leaders. 

Finally, you should set up processes for identi-

fying products or services that customers may not 

know they need. This can be challenging—and ex-

pensive. Smart companies typically rely on ethno-

graphic methods. At P&G, for instance, where con-

sumers are the primary customer, executives ask 

their managers and market researchers to spend days 

at a time accompanying consumers on shopping trips 

and sitting at the family dinner table to more fully un-

derstand the extent to which various products meet 

consumer needs. CEO A.G. Lafley recounts in his 

book The Game Changer how the experiences of P&G 

executives living with lower-middle-class families in 

Mexico City produced Downy Single Rinse, a fabric 

softener that is simpler to use for markets where wa-

ter is in short supply. 

Most companies assume that their products and 

services meet the needs of their customers. But sur-

prisingly few actually test this assumption. So ask 

yourself, What are the processes we use to make sure 

that we truly understand what our customers value 

and that we can deliver value better than our com-

petitors do?

Step 3 
Allocate 
Resources  
to Win
As we saw with Merck and Amazon, your choice of 

primary customer and your understanding of what 

the customer values provide all the information you 

need to make the critically important decision of 

how to organize your company’s resources—in other 

words, what kind of business model to adopt. There 

are fve basic confgurations you can choose from. 

Low price. If your primary customer is looking 

for the lowest possible price, centralized operating 

functions (such as merchandising and distribution) 

should receive the bulk of organizational resources, 

in order to create economies of scale and scope. 

Customer-facing units, such as stores or restaurants, 

should receive relatively few resources. This is the 

confguration used by Walmart.

Local value creation. If your customer values 

products and services that are customized to local 

tastes, preferences, and regulations, you should or-

ganize like Nestlé. It pushes resources out to regions 

so that local managers can customize product ofer-

ings, while operating core functions are limited to 

corporate-level support activities. 

How LinkedIn Chose Its Primary Customer

Identifying your primary customer involves assessing each group of 

customers along three dimensions: perspective (your company’s culture, 

mission, and folklore), capabilities (distinctive embedded resources), and 

profit potential (the customer’s ability to deliver profits). The group that best 

satisfies all three conditions should be the primary customer.

Consider LinkedIn. In deciding where to focus, executives had to choose 

among three kinds of customers that all had the potential to generate 

substantial revenue: job recruiters, advertisers, and individual members.

PersPective 

LinkedIn’s founding mission, 
to “connect the world’s 

professionals to make 
them more productive and 
successful,” speaks to job 

recruiters but is most strongly 
aligned with the needs of its 

individual members.

Profit Potential 

Despite the fact that 
recruiters provide 54% of 
revenues and advertisers 
26%, LinkedIn’s 250 million 
members offer the most 
profit potential: They are 
what makes the network 
so attractive to the other 
paying customers. 

caPabilities 

LinkedIn excels at 
creating a superior 

experience for individual 
users. Its site is a less 
efficient platform for 

recruiters or third-party 
service providers.

IndIvIduaL 
members

hbr.org
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Global standard of excellence. If your cus-

tomers are looking for the best possible technol-

ogy or brand no matter where they are located, you 

should organize resources around global business 

units that are defned by product lines. This confgu-

ration allows focus and leverage in R&D, brand mar-

keting, and distribution. Microsoft, for example, has 

separate business units for Windows, servers, MSN, 

mobile, and Xbox. Each unit has full revenue and 

proft responsibility and its own R&D. (Note: Micro-

soft has recently announced that it intends to change 

its structure to more of an expert knowledge organi-

zation—described below—to emulate Google.)

Dedicated service relationship. If your cus-

tomer is looking for an ongoing, deeply embedded 

service relationship, you should organize like IBM. 

Customer teams in industry-based “verticals” mar-

shal and coordinate product and service delivery 

from centralized, product-based “horizontal” units. 

Expert knowledge. Finally, if your primary 

customer is looking for expert technical knowledge, 

you should follow the example of Google and Merck, 

where R&D sits prominently on top of product or-

ganizations that receive the lion’s share of the com-

pany’s attention and resources, with other functions 

playing a supporting role. These R&D-led product 

units, which may be distributed in centers around 

the world, have no revenue responsibility: They are 

focused entirely on product development and on 

creating breakthrough technology. All sales revenue 

is routed through a centralized, stand-alone sales di-

vision that is confgured as a distinct function. 

Of course, various permutations and combina-

tions of these fve basic confgurations are possible. 

Many companies will want to leverage the advan-

tages of several models at once. Some companies 

experiment with matrix structures that can simulta-

neously emphasize, say, geography and function or 

business unit and region. This “split the diference” 

approach can be appealing if, for example, you are an 

engineering company like ABB and your primary cus-

tomer is government purchasers that demand both 

the best technical features (global standard of excel-

lence) and customized content (local value creation). 

But it should be noted that matrix organizations are 

notoriously difcult to manage; all too often, a matrix 

structure refects an inherent confusion about who 

the primary customer is rather than an efective re-

sponse to the customer’s needs and preferences. 

As a general proposition, when a business fnds 

that it has more than one primary customer, it 

should be split into separate units and adopt for 

each the confguration that best allows it to focus re-

sources on the needs of its primary customer (“the 

rule of one”). At Nestlé, for example, although most 

of the business is structured using a local value con-

fguration, the company’s strategy difers for two of 

its brands: Nespresso and Mövenpick. Customers 

want a consistent, premium experience from those 

brands regardless of location. Accordingly, those 

businesses are managed using a global standard of 

excellence confguration in which resources are cen-

tralized and managed globally.

In reviewing a business model, the key ques-

tion executives should ask is this: Do the choices we 

have made about the company’s structure reflect 

our choice of primary customer? If the answer is no, 

competitors whose business models are consistent 

with their chosen primary customer will almost cer-

tainly be outplaying you. 

Step 4  
Make the 
Control 
Process 
Interactive
As good as your business model may be today, it can-

not and will not survive forever. Customer tastes will 

change, new technologies will replace old, unfore-

seen competitors will enter the market, and regula-

tions and population demographics will evolve over 

time. That means you must constantly gather infor-

mation on shifts in your competitive environment, 

especially those that might affect the behavior of 

your primary customer. You must be alert to emerg-

ing threats and opportunities that will redefne what 

your customer values and that customer’s proft po-

tential. If the changes are dramatic, you may need to 

fundamentally reorient your business model—and 

even, in the most radical situations, select a diferent 

primary customer.

The best way to get the information you need is 

to make sure that your company’s control systems 

are interactive. Everyone in the organization should 

be using the same performance measures as the 
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basis for learning and debate. Monitoring changes 

in customer behavior and the competitive environ-

ment, in particular, is not a function to be delegated 

to a special department. As a technology executive 

recently told me, “Companies that get it wrong are 

those that build departments with ‘innovation’ in 

their titles. We need to have everyone in the busi-

ness innovating.” 

Depending on your business strategy and indus-

try, you can choose to use any of your current man-

agement systems interactively—your proft planning 

system, your brand revenue system, your orders-

on-book or new deal system. At HBO, for example, 

executives constantly track the company’s success 

rate in bidding for new shows from flmmakers and 

use that measure to prompt a discussion among 

managers throughout the business about changes in 

the competitive marketplace that could afect their 

strategy. Amazon’s category managers use their 

Monday morning meetings as a forum to study data 

about product assortment choices, revenue growth, 

customer orders, and inventory turnover. Refecting 

the firm’s leadership principles (customer obses-

sion; bias for action; earn trust of others; dive deep; 

and have backbone, disagree, and commit), these 

meetings are highly interactive as managers from 

a diverse array of functions work together to inter-

pret the data and come up with action plans. Some 

of these actions may, over time, plant the seeds of a 

new strategy. 

Systems that work well interactively—like those 

at HBO and Amazon—share three essential charac-

teristics: They deliver information about uncertain-

ties that could undermine the assumptions of a cur-

rent strategy and require attention from the highest 

levels of management; they are widely used in the 

organization, receiving frequent and regular atten-

tion from operating managers at all levels; and they 

involve face-to-face meetings that focus on emerg-

ing data, assumptions, and action plans. There is 

no substitute for the energy and creativity that fow 

from open debate when participants leave their ti-

tles at the door.

In using interactive control processes, manag-

ers should continually ask three questions: What 

has changed? Why? and, most important, What are 

we going to do about it? If you identify changes in 

your customers’ proft potential, for instance, you 

might want to rethink your choice of your primary 

customer. Changes in tastes, regulations, technology, 

or competition may alter what it is that your primary 

customer values—resulting in a need to reallocate 

resources or redesign your business structure.

If you have signifcant frst-mover advantage thanks 

to a new technology—or if competitors are evolving 

and struggling to fnd their way—you may be able to 

duck making a choice of primary customer, opting 

instead to stay fuid and focus on experimentation. 

But the entrepreneurial landscape is littered with the 

carcasses of companies that tried to be everything to 

everyone. Like Yahoo, they muddled along until they 

were overtaken by crisis, often bringing in a new 

leader in a last-ditch efort to impose discipline and 

focus on a failing business. It is, I believe, ultimately 

less risky to be proactive and make the key strategic 

bet of choosing a primary customer. Companies that 

hedge their bets usually fnd themselves looking at 

the taillights of their more decisive and committed 

competitors.   hBR Reprint R1403B

Companies that hedge their bets 
usually find themselves  
looking at the taillights of  
their more decisive competitors. 
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Work/life balance is at best an elusive ideal and 

at worst a complete myth, today’s senior execu-

tives will tell you. But by making deliberate choices 

about which opportunities they’ll pursue and which 

they’ll decline, rather than simply reacting to emer-

gencies, leaders can and do engage meaningfully 

with work, family, and community. They’ve discov-

ered through hard experience that prospering in the 

senior ranks is a matter of carefully combining work 

and home so as not to lose themselves, their loved 

ones, or their foothold on success. Those who do 

this most efectively involve their families in work 

decisions and activities. They also vigilantly manage 

their own human capital, endeavoring to give both 

work and home their due—over a period of years, 

not weeks or days. 

That’s how the 21st-century business leaders in 

our research said they reconcile their professional 

and personal lives. In this article we draw on five 

years’ worth of interviews with almost 4,000 execu-

tives worldwide, conducted by students at Harvard 

Business School, and a survey of 82 executives in an 

HBS leadership course. 

Deliberate choices don’t guarantee complete 

control. Life sometimes takes over, whether it’s a 

parent’s dementia or a teenager’s car accident. But 

many of the executives we’ve studied—men and 

women alike—have sustained their momentum 

during such challenges while staying connected to 

their families. Their stories and advice refect fve 

main themes: defning success for yourself, manag-

ing technology, building support networks at work 

and at home, traveling or relocating selectively, and 

collaborating with your partner. 

Defining success for Yourself 
When you are leading a major project, you determine 

early on what a win should look like. The same prin-

ciple applies to leading a deliberate life: You have to 

defne what success means to you—understanding, 

of course, that your defnition will evolve over time. 

Executives’ definitions of professional and per-

sonal success run a gamut from the tactical to the 

conceptual (see the exhibit “How Leaders Define 

Work/Life ‘Wins’”). For one leader, it means be-

ing home at least four nights a week. For another, it 

means understanding what’s going on in the lives of 

family members. For a third, it’s about having emo-

tional energy at both work and home. 

Some intriguing gender diferences emerged in 

our survey data: In defining professional success, 

women place more value than men do on individual 

achievement, having passion for their work, receiv-

ing respect, and making a diference, but less value 

on organizational achievement and ongoing learn-

ing and development. A lower percentage of women 

than of men list fnancial achievement as an aspect 

of personal or professional success. Rewarding re-

lationships are by far the most common element of 

personal success for both sexes, but men list merely 

having a family as an indicator of success, whereas 

women describe what a good family life looks like to 

them. Women are also more likely to mention the im-

portance of friends and community as well as family. 

How 
Leaders 
Define 
Work/Life 
“Wins” 

In their definitions of professional 
and personal success, executives 
highlight these elements: 
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The survey responses consisted of short phrases 

and lists, but in the interviews executives often de-

fned personal success by telling a story or describing 

an ideal self or moment in time. Such narratives and 

self-concepts serve as motivational goalposts, help-

ing people prioritize activities and make sense of con-

ficts and inconsistencies. 

When work and family responsibilities collide, 

for example, men may lay claim to the cultural nar-

rative of the good provider. Several male executives 

who admitted to spending inadequate time with 

their families consider absence an acceptable price 

for providing their children with opportunities they 

themselves never had. One of these men, poor dur-

ing his childhood, said that his fnancial success both 

protects his children and validates his parents’ strug-

gles. Another even put a positive spin on the breakup 

of his family: “Looking back, I would have still made 

a similar decision to focus on work, as I was able to 

provide for my family and become a leader in my 

Idea in Brief

The Problem

Senior executives in this gen-

eration feel they can’t achieve 

“balance” through constant 

juggling, which prevents them 

from engaging meaningfully 

either at work or at home.

The soluTion

They find that they’re more 

focused—and effective—when 

they make deliberate choices 

about which opportunities to 

pursue in both realms.

The ouTcome

Leaders who carefully manage 

their own human capital in this 

way maintain a higher degree 

of satisfaction professionally 

and personally.

area, and these things were important to me. Now  

I focus on my kids’ education…and spend a lot more 

time with them over weekends.” 

Even the men who pride themselves on having 

achieved some degree of balance between work 

and other realms of their lives measure themselves 

against a traditional male ideal. “The 10 minutes 

I give my kids at night is one million times greater 

than spending that 10 minutes at work,” one inter-

viewee said. It’s difcult to imagine a woman con-

gratulating herself for spending 10 minutes a day 

with her children, but a man may consider the same 

behavior exemplary. 

Indeed, women rarely view themselves as work-

ing for their families the way men do. Men still think 

of their family responsibilities in terms of breadwin-

ning, whereas women often see theirs as role model-

ing for their children. Women emphasize (far more 

than men do) how important it is for their kids—par-

ticularly their daughters—to see them as competent 

managE your work, managE your lIFE hbr.org
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professionals. One said, “I think that work is such a 

big part of who I am. I want my kids to understand 

what I do. I am a whole being.” 

Many women said that the most difcult aspect 

of managing work and family is contending with cul-

tural expectations about mothering. One admitted 

that she stopped working at home after her daughter 

referred to the Bloomberg network as “Mommy’s 

channel.” Another commented, “When you are paid 

well, you can get all the [practical] help you need. 

What is the most difcult thing, though—what I see 

my women friends leave their careers for—is the real 

emotional guilt of not spending enough time with 

their children. The guilt of missing out.” 

Both men and women expressed versions of this 

guilt and associated personal success with not hav-

ing regrets. They often cope by assigning special sig-

nifcance to a particular metric, such as never miss-

ing a Little League game or checking in once a day no 

matter what. “I just prioritize dinner with my family 

as if it was a 6 pm meeting with my most important 

client,” said one interviewee. Another offered this 

suggestion: “Design your house right—have a table 

in the kitchen where your kids can do homework 

while your husband cooks and you drink a glass of 

red wine.” Though expressed as advice, this is clearly 

her very personal, concrete image of what success at 

home looks like. 

Managing Technology
Nearly all the interviewees talked about how critical 

it is to corral their e-mails, text messages, voice mails, 

and other communications. Deciding when, where, 

and how to be accessible for work is an ongoing 

challenge, particularly for executives with families. 

Many of them cautioned against using communica-

tions technology to be in two places at once, insisting 

on the value of undivided attention. “When I’m at 

home, I really am at home,” said one. “I force myself 

to not check my e-mail, take calls, et cetera. I want 

to give my kids 100% of my attention. But this also 

works the other way around, because when I’m at 

work I really want to focus on work. I believe that 

mixing these spheres too much leads to confusion 

and mistakes.” 

That last point is a common concern: Always be-

ing plugged in can erode performance. One leader 

observed that “certain cognitive processes happen 

when you step away from the frenetic responding to 

e-mails.” (The history of science, after all, is marked 

by insights that occurred not in the laboratory but 

while the scientist was engaged in a mundane task—

or even asleep.) Another executive pointed out that 

24-hour availability can actually hamper initiative in 

an organization: “If you have weak people who must 

ask your advice all the time, you feel important. But 

there is a diference between being truly important 

and just not letting anyone around you do anything 

without you.”

Strikingly, some people at the top are starting to 

use communications technology less often while 

they’re working. Several invoked the saying “You 

can’t raise a kid by phone”—and pointed out that it’s 

not the best way to manage a team, either. Often, if 

What 

Partners 

Contribute 
Executives say that their partners and 
spouses share their vision of success, 
bring complementary skills, and provide 
the following types of support:

EMoTional 
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it’s logistically possible, you’re better off commu-

nicating in person. How do you know when that’s 

the case? One interviewee made an important dis-

tinction between broadcasting information and 

exchanging and analyzing ideas: “Speaking [on the 

phone] is easy, but careful, thoughtful listening 

becomes very challenging. For the most important 

conversations, I see a real trend moving back to face-

to-face. When you’re evaluating multibillion-dollar 

deals…you have to build a bridge to the people.”

Absent a primary caregiver who stays at home, they 

see paid help or assistance from extended family as 

a necessity. The women in our sample are adamant 

about this. One said, “We hire people to do the more 

tactical things—groceries, cooking, helping the chil-

dren dress—so that we can be there for the most im-

portant things.” Even interviewees without children 

said they needed support at home when they be-

came responsible for aging parents or sufered their 

own health problems. 

Deciding when, where, and how to be accessible 
for work is an ongoing challenge, particularly for 
executives with families.

When it comes to technology in the home, more 

than a third of the surveyed executives view it as 

an invader, and about a quarter see it as a liberator. 

(The rest are neutral or have mixed feelings.) Some 

of them resent the smartphone’s infringement on 

family time: “When your phone buzzes,” one rue-

fully noted, it’s difcult to “keep your eyes on that 

soccer field.” Others appreciate the flexibility that 

technology afords them: “I will probably leave here 

around 4 pm to wrangle my kids,” said one partici-

pant, “but I will be back and locked into my network 

and e-mails by 8 pm.” Another participant reported, 

“Sometimes my kids give me a hard time about being 

on my BlackBerry at the dinner table, but I tell them 

that my BlackBerry is what enables me to be home 

with them.” 

Both camps—those who hate being plugged in 

and those who love it—acknowledged that execu-

tives must learn to manage communications tech-

nology wisely. Overall, they view it as a good servant 

but a bad master. Their advice in this area is quite 

consistent: Make yourself available but not too avail-

able to your team; be honest with yourself about 

how much you can multitask; build relationships 

and trust through face time; and keep your in-box 

under control. 

Building Support Networks
Across the board, senior executives insisted that 

managing family and professional life requires a 

strong network of behind-the-scenes supporters. 

Emotional support is equally essential. Like 

anyone else, executives occasionally need to vent 

when they’re dealing with something crazy or ir-

ritating at work, and friends and family are a safer 

audience than colleagues. Sometimes leaders also 

turn to their personal networks for a fresh perspec-

tive on a problem or a decision, because members 

of their teams don’t always have the distance to be 

objective. 

Support at work matters too. Trusted colleagues 

serve as valuable sounding boards. And many lead-

ers reported that health crises—their own or fam-

ily members’—might have derailed their careers if 

not for compassionate bosses and coworkers. The 

unexpected can waylay even the most carefully 

planned career. 

“When you’re young, you think you can control 

everything,” one interviewee said, “but you can’t.” 

Executives told stories about heart attacks, can-

cer, and parents in need of care. One talked about 

a psychotic reaction to medication. In those situa-

tions, mentors and team members helped leaders 

weather difficult times and eventually return to 

business as usual. 

What about mixing personal and professional 

networks, since executives must draw on both 

anyway? That’s up for discussion. The men we sur-

veyed tend to prefer separate networks, and the 

women are pretty evenly split. Interviewees who 

favor integration said it’s a relief to be “the same 

person” in all contexts and natural to form friend-

About the  
Spotlight Artist
Each month we illustrate 
our Spotlight package 
with a series of works 
from an accomplished 
artist. The lively and 
cerebral creations of these 
photographers, painters, 
and installation artists are 
meant to infuse our pages 
with additional energy and 
intelligence to amplify what 
are often complex and 
abstract concepts.

This month we showcase 
the installations of Liliana 
Porter, a New York–based 
artist who was born in 
Argentina. She incorporates 
objects, toys, and figurines 
she has found at flea mar-
kets and in antique stores 
to create what she calls 

“theatrical vignettes” that 
“speak of the human condi-
tion.” See more of her work 
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ships at work, where they spend most of their time. 

Those who separate their work lives from their pri-

vate lives have many reasons for doing so. Some seek 

novelty and a counterbalance to work. “If all of your 

socializing centers around your work life, you tend 

to experience an ever-decreasing circle of infuence 

and ideas,” one pointed out. Others want to protect 

their personal relationships from the churn of the 

workplace. 

Many women keep their networks separate for 

fear of harming their image. Some never mention 

their families at work because they don’t want to 

appear unprofessional. A few female executives 

won’t discuss their careers—or even mention that 

they have jobs—in conversations outside work. But 

again, not all women reported such confict between 

their professional and personal “selves,” and several 

suggested that the tide is turning. One pointed out, 

“The more women have come into the workplace, the 

more I talk about my children.” 

Traveling or Relocating Selectively 
Discussions about work/life balance usually focus on 

managing time. But it’s also critical to manage your 

location—and, more broadly, your role in the global 

they had refused to relocate when their children 

were adolescents. “When children are very young, 

they are more mobile,” one explained. “But once they 

are 12 or 13, they want to be in one place.” 

Female executives are less likely than men to be 

ofered or accept international assignments, in part 

because of family responsibilities but also because of 

the restrictive gender roles in certain cultures or per-

ceptions that they are unwilling to relocate. Our sur-

vey results—from a well-traveled sample—jibe with 

student interviewers’ qualitative findings. Almost 

none of the men surveyed (less than 1%, compared 

with 13% of the women) had turned down an interna-

tional assignment because of cultural concerns. But 

for female executives, not all travel is created equal: 

Gender norms, employment laws, health-care access, 

and views on work/life balance vary from country to 

country. One American woman said it requires extra 

efort in Europe to make sure she doesn’t “come of 

as being intimidating,” a concern she attributes in 

part to being tall. Another woman said that in the 

Middle East she has had to bring male colleagues to 

meetings to prove her credibility. 

Though women in particular have such difcul-

ties, international assignments are not easy for any-

one, and they may simply not be worth it for many 

executives. Members of both sexes have built gratify-

ing careers while grounding themselves in a particu-

lar country or even city. However, if travel is undesir-

able, ambitious young executives should decide so 

early on. That way they can avoid getting trapped in 

an industry that doesn’t mesh with their geographic 

preferences and give themselves time to fnd ways 

other than travel to signal open-mindedness, sophis-

tication, skill diversity, and willingness to go above 

and beyond. (Several executives noted that interna-

tional experience is often viewed as a sign of those 

personal attributes.) “International experience can 

be helpful,” one executive observed, “but it’s just as 

important to have had exposure across the business 

lines. Both allow you to understand that not every-

body thinks as you do.” Some executives even ques-

tion the future of globe-hopping, noting that carbon 

costs, fuel costs, and security concerns may tighten 

future travel budgets. 

Collaborating with Your Partner 
Managing yourself, technology, networks, travel—it’s 

a tall order. Leaders with strong family lives spoke 

again and again of needing a shared vision of suc-

cess for everyone at home—not just for themselves. 

Many leaders believe in acquiring 
global experience and racking  
up travel miles while they’re young 
and unencumbered.

economy. When leaders decide whether to travel or 

relocate (internationally or domestically), their home 

lives play a huge part. That’s why many of them be-

lieve in acquiring global experience and racking up 

travel miles while they’re young and unencumbered. 

Of those surveyed, 32% said they had turned down 

an international assignment because they did not 

want to relocate their families, and 28% said they had 

done so to protect their marriages. 

Several executives told stories about getting side-

tracked or derailed in their careers because a part-

ner or spouse needed to relocate. Of course, travel 

becomes even trickier with children. Many women 

reported cutting back on business trips after having 

children, and several executives of both sexes said 
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Most of the executives in our sample have partners 

or spouses, and common goals hold those couples 

together. Their relationships ofer both partners op-

portunities—for uninterrupted (or less interrupted) 

work, for adventurous travel, for intensive parenting, 

for political or community impact—that they might 

not otherwise have had. 

Leaders also emphasized the importance of com-

plementary relationships. Many said how much they 

value their partners’ emotional intelligence, task 

focus, big-picture thinking, detail orientation—in 

short, whatever cognitive or behavioral skills bal-

ance out their own tendencies. And many of those 

we surveyed consider emotional support the big-

gest contribution their partners have made to their 

careers. Both men and women often mentioned that 

their partners believe in them or have urged them to 

take business risks or pursue job opportunities that 

were not immediately rewarding but led to longer-

term satisfaction. They also look to their partners to 

be sounding boards and honest critics. One executive 

said that her partner asks “probing questions to chal-

lenge my thinking so I can be better prepared for an 

opposing viewpoint.” 

A partner’s support may come in many forms, but 

what it almost always boils down to is making sure 

the executive manages his or her own human capital 

effectively. The pressures and demands on execu-

tives are intense, multidirectional, and unceasing. 

Partners can help them keep their eyes on what mat-

ters, budget their time and energy, live healthfully, 

and make deliberate choices—sometimes tough 

ones—about work, travel, household management, 

and community involvement. 

Men, however, appear to be getting more spousal 

support overall. Male interviewees—many of whom 

have stay-at-home wives—often spoke of their 

spouses’ willingness to take care of children, tolerate 

long work hours, and even relocate, sometimes as a 

way of life. But by and large, they no longer seem to 

expect the classic 1950s “corporate wife,” who hosted 

dinners for the boss and cocktail parties for clients. 

(Exceptions exist in some countries and industries. 

One male executive who works in oil fields said, 

“When you are living and working in those camp en-

vironments, it is indispensable to have your wife talk 

with other spouses.”) Men frequently noted that their 

partners won’t allow them to neglect their families, 

health, or social lives. For example: “My wife is mili-

tant about family dinner, and I am home every night 

for dinner even if I have to work afterward.” 

Women, by contrast, slightly more often men-

tioned their partners’ willingness to free them from 

traditional roles at home. One explained, in a typical 

comment, “He understands the demands of my role 

and does not put pressure on me when work takes 

more time than I would like.” In other words, male 

executives tend to praise their partners for mak-

ing positive contributions to their careers, whereas 

women praise theirs for not interfering. 

When we look at the survey data, we see other 

striking differences between the sexes. Fully 88% 

of the men are married, compared with 70% of the 

women. And 60% of the men have spouses who 

don’t work full-time outside the home, compared 

with only 10% of the women. The men have an aver-

age of 2.22 children; the women, 1.67. 

What Tomorrow’s Leaders Think
The fact that the interviewees all agreed to take time 

from their hectic schedules to share their insights 

with students might introduce a selection effect. 

Busy leaders who choose to help students presum-

ably value interpersonal relationships. Because 

they’re inclined to refect on work and life, they’re 

probably also making deliberate choices in both 

Since 2008 more than 600 students in Harvard Business 
School’s second-year Managing Human Capital course have 
interviewed 3,850 C-suite executives and leaders (of whom 
655 were CEOs, presidents, or board members) at companies 
and nonprofits around the world. 

The goaL? To gain greater insight into how today’s top leaders make 

choices in their professional and personal lives. This project has been a true 

partnership between the students and the executives. Everyone involved 

wanted to deeply explore what it means for leaders to manage their human 

capital in the 21st century—and more specifically, in the wake of the recent 

global recession.

The executives were a diverse group (44% female, 56% male) and repre-

sented a wide range of industries, including finance, retail, energy, health care, 

and technology. They came from 51 countries, and 45% of them had worked in 

countries other than the United States. 

The interviews were semistructured: As long as students related their ques-

tions to topics covered in Managing Human Capital, they were allowed consid-

erable leeway in what to ask and how far to go in following up on responses. 

That way they could dig into the issues they found most compelling. 

To supplement the interviews, we surveyed 82 senior executives who were 

attending a 2012 leadership course at HBS. We asked them about their experi-

ences managing their careers and families. The sample consisted of 58 men 

and 24 women from 33 countries in Africa, Europe, Asia, the Middle East, and 

North and South America. Statistics in the article come from the survey data, 

and quotations come from the field data. 
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realms—and they certainly have enough money to 

pay for support at home. All that may explain why 

many interviewees reported being basically happy 

despite their struggles and why few mentioned  

serious damage to their marriages or families due 

to career pressures. This sample is an elite group of 

people better positioned than most to achieve work/

life balance. That they nevertheless consider it an 

impossible task suggests a sobering reality for the 

rest of us.

Our student interviewers say, almost universally, 

that the leaders they spoke with dispensed valuable 

advice about how to maintain both a career and a 

family. One interviewer reported, “All acknowl-

edged making sacrifices and concessions at times 

but emphasized the important role that supportive 

spouses and families played.” Still, many students 

are alarmed at how much leaders sacrifce at home 

and how little headway the business world has made 

in adapting to families’ needs.

Male executives admitted that they don’t pri-

oritize their families enough. And women are more 

likely than men to have forgone kids or marriage 

Students also resist leaders’ commonly held be-

lief that you can’t compete in the global marketplace 

while leading a “balanced” life. When one executive 

argued that it’s impossible to have “a great family 

life, hobbies, and an amazing career” all at the same 

time, the student interviewing him initially thought, 

“That’s his perspective.” But after more conversations 

with leaders? “Every single executive confrmed this 

view in one way or another, and I came to believe 

that it is the reality of today’s business world.” It re-

mains to be seen whether, and how, that reality can 

be changed for tomorrow. 

We can’t predict what the workplace or the family 

will look like later in this century, or how the two 

institutions will coexist. But we can assert three 

simple truths:

Life happens. Even the most dedicated execu-

tive may suddenly have his or her priorities upended 

by a personal crisis—a heart attack, for instance, or 

a death in the family. As one pointed out, people 

tend to ignore work/life balance until “something 

is wrong.” But that kind of disregard is a choice, and 

not a wise one. Since when do smart executives as-

sume that everything will work out just fne? If that 

approach makes no sense in the boardroom or on the 

factory foor, it makes no sense in one’s personal life.

There are multiple routes to success. Some 

people plan their careers in detail; others grab 

whatever opportunity presents itself. Some stick 

with one company, building political capital and a 

deep knowledge of the organization’s culture and 

resources; others change employers frequently, re-

lying on external contacts and a fresh perspective 

to achieve success. Similarly, at home diferent so-

lutions work for diferent individuals and families. 

Some executives have a stay-at-home partner; oth-

ers make trade-ofs to enable both partners to work. 

The questions of child care, international postings, 

and smartphones at the dinner table don’t have 

“right” answers. But the questions need to be asked.

No one can do it alone. Of the many paths to 

success, none can be walked alone. A support net-

work is crucial both at and outside work—and mem-

bers of that network must get their needs met too.  In 

pursuit of rich professional and personal lives, men 

and women will surely continue to face tough deci-

sions about where to concentrate their eforts. Our 

research suggests that earnestly trying to focus is 

what will see them through.  

HBr reprint R1403C

Executives of both sexes consider 
the tension between work and 
family to be primarily a women’s 
problem.

to avoid the pressures of combining work and fam-

ily. One said, “Because I’m not a mother, I haven’t 

experienced the major driver of inequality: having 

children.” She added, “People assume that if you 

don’t have kids, then you either can’t have kids or 

else you’re a hard-driving bitch. So I haven’t had 

any negative career repercussions, but I’ve probably 

been judged personally.” 

Executives of both sexes consider the tension 

between work and family to be primarily a women’s 

problem, and the students find that discouraging. 

“Given that leadership positions in corporations 

around the world are still dominated by men,” one 

explained, “I fear that it will take many organizations 

much longer than it should to make accommoda-

tions for women to…efectively manage their careers 

and personal lives.”
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What if a merger could transform the way we all connect, setting a new course  
for your company, now and into the future? At Barclays, our experts can help you  
navigate the myriad of challenges that arise when two companies become one.  
After all, ambitious plans raise complex questions. Our comprehensive strategic  
advisory and financing solutions can enable you to emerge stronger today and  
better positioned to succeed tomorrow. It’s what can happen when your ambition  
meets our drive to help you realize it. Get macroeconomic insights daily at  
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Mindfulness in the 
Age of Complexity

Spotlight: Interview with Ellen Langer

Over nearly fOur decades, Ellen Langer’s research on 

mindfulness has greatly influenced thinking across a 

range of fields, from behavioral economics to positive 

psychology. It reveals that by paying attention to what’s 

going on around us, instead of operating on auto- 

pilot, we can reduce stress, unlock creativity, and boost 

performance. Her “counterclockwise” experiments,  

for example, demonstrated that elderly men could  

improve their health by simply acting as if it were 20 

years earlier. In this interview with senior editor Alison 

Beard, Langer applies her thinking to leadership and 

management in an age of increasing chaos. 

HBr: Let’s start with the basics. What, exactly,  

is mindfulness? How do you define it? 

langer: Mindfulness is the process of actively notic-

ing new things. When you do that, it puts you in the 

present. It makes you more sensitive to context and 

perspective. It’s the essence of engagement. And it’s 

energy-begetting, not energy-consuming. The mis-

take most people make is to assume it’s stressful and 

exhausting—all this thinking. But what’s stressful is 

all the mindless negative evaluations we make and 

the worry that we’ll fnd problems and not be able 

to solve them. 

We all seek stability. We want to hold things still, 

thinking that if we do, we can control them. But 

since everything is always changing, that doesn’t 

work. Actually, it causes you to lose control. 

Take work processes. When people say, “This is 

the way to do it,” that’s not true. There are always 

many ways, and the way you choose should depend 

on the current context. You can’t solve today’s prob-

lems with yesterday’s solutions. So when someone 

says, “Learn this so it’s second nature,” let a bell go 

of in your head, because that means mindlessness. 

The rules you were given were the rules that worked 

for the person who created them, and the more  P
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diferent you are from that person, the worse they’re 

going to work for you. When you’re mindful, rules, 

routines, and goals guide you; they don’t govern you. 

What are some of the specific benefits of being 

more mindful, according to your research? 

Better performance, for one. We did a study with 

symphony musicians, who, it turns out, are bored to 

death. They’re playing the same pieces over and over 

again, and yet it’s a high-status job that they can’t 

easily walk away from. So we had groups of them 

perform. Some were told to replicate a previous per-

formance they’d liked—that is, to play pretty mind-

lessly. Others were told to make their individual 

performance new in subtle ways—to play mindfully. 

ate this product or pursue this strategy, why would 

you regret it? 

I’ve been studying this for nearly 40 years, and 

for almost any measure, we fnd that mindfulness 

generates a more positive result. That makes sense 

when you realize it’s a superordinate variable. No 

matter what you’re doing—eating a sandwich, doing 

an interview, working on some gizmo, writing a re-

port—you’re doing it mindfully or mindlessly. When 

it’s the former, it leaves an imprint on what you do. 

At the very highest levels of any feld—Fortune 50 

CEOs, the most impressive artists and musicians, 

the top athletes, the best teachers and mechanics—

you’ll fnd mindful people, because that’s the only 

way to get there. 

“ I also tell people about work/life integration, not balance. 
‘Balance’ suggests that the two are opposite and have 
nothing in common. But that’s not true.”

Remember: This wasn’t jazz, so the changes were 

very subtle indeed. But when we played recordings 

of the symphonies for people who knew nothing 

about the study, they overwhelmingly preferred 

the mindfully played pieces. So here we had a group 

performance where everybody was doing their own 

thing, and it was better. There’s this view that if you 

let everyone do their own thing, chaos will reign. 

When people are doing their own thing in a rebel-

lious way, yes, it might. But if everyone is working 

in the same context and is fully present, there’s no 

reason why you shouldn’t get a superior coordinated 

performance. 

There are many other advantages to mindfulness. 

It’s easier to pay attention. You remember more of 

what you’ve done. You’re more creative. You’re 

able to take advantage of opportunities when they 

present themselves. You avert the danger not yet 

arisen. You like people better, and people like you 

better, because you’re less evaluative. You’re more 

charismatic. 

The idea of procrastination and regret can go 

away, because if you know why you’re doing some-

thing, you don’t take yourself to task for not doing 

something else. If you’re fully present when you de-

cide to prioritize this task or work at this frm or cre-

How have you shown a link between mindfulness 

and innovation? 

With Gabriel Hammond, a graduate student, I ran a 

study where we asked participants to come up with 

new uses for products that had failed. We primed 

one group for mindlessness by telling them how 

the product had fallen short of its original intended 

use—to cite a famous example from 3M, a failed glue. 

We primed the other for mindfulness by simply de-

scribing the product’s properties—a substance that 

adheres for only a short amount of time. Of course, 

the most creative ideas for new uses came from the 

second group. 

I’m an artist as well as a researcher, writer, and 

consultant—each activity informs the others for me—

and I got the idea to study mindfulness and mistakes 

when I was painting. I looked up and saw I was using 

ocher when I’d meant to use magenta, so I started 

trying to fx it. But then I realized I’d made the de-

cision to use magenta only seconds before. People 

do this all the time. You start with uncertainty, you 

make a decision, and if you make a mistake, it’s a ca-

lamity. But the path you were following was just a 

decision. You can change it at any time, and maybe 

an alternative will turn out better. When you’re 

mindful, mistakes become friends.
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How does being mindful make someone more 

charismatic?

We’ve shown this in a few studies. An early one was 

with magazine salespeople: The mindful ones sold 

more and were rated as more likable by buyers. More 

recently, we’ve looked at the bind that women ex-

ecutives face: If they act in strong, stereotypically 

masculine ways, they’re seen as bitchy, but if they 

act feminine, they’re seen as weak and not leader-

ship material. So we asked two groups of women 

to give persuasive speeches. One group was told to 

act masculine, the other to act feminine. Then half 

of each group was instructed to give their speech 

mindfully, and we found that audiences preferred 

the mindful speakers, regardless of what gender role 

they were playing out. 

And mindfulness also makes you less judgmental 

about others?

Yes. We all have a tendency to mindlessly pigeon-

hole people: He’s rigid. She’s impulsive. But when 

you freeze someone in that way, you don’t get the 

chance to enjoy a relationship with them or use their 

talents. Mindfulness helps you to appreciate why 

people behave the way they do. It makes sense to 

them at the time, or else they wouldn’t do it.

We did a study in which we asked people to rate 

their own character traits—the things they would 

most like to change and the things they most valued 

about themselves—and we found a big irony. The 

traits that people valued tended to be positive ver-

sions of the ones they wanted to change. So the rea-

son I personally can’t stop being impulsive is that I 

value being spontaneous. That means if you want 

to change my behavior, you’ll have to persuade me 

not to like spontaneity. But chances are that when 

you see me from this proper perspective—sponta-

neous rather than impulsive—you won’t want to 

change me. 

Mindful Management
What else can managers do to be more mindful? 

One tactic is to imagine that your thoughts are totally 

transparent. If they were, you wouldn’t think awful 

things about other people. You’d fnd a way to under-

stand their perspective. 

And when you’re upset about something—maybe 

someone turned in an assignment late, or didn’t do it 

the way you wanted—ask yourself, “Is it a tragedy or 

an inconvenience?” It’s probably the latter. Most of 

the things that get us upset are. 

I also tell people to think about work/life integra-

tion, not balance. “Balance” suggests that the two 

are opposite and have nothing in common. But that’s 

not true. They’re both mostly about people. There 

are stresses in both. There are schedules to be met. If 

you keep them separate, you don’t learn to transfer 

what you do successfully in one domain to the other. 

When we’re mindful, we realize that categories are 

person-constructed and don’t limit us.

Remember, too, that stress is not a function of 

events; it’s a function of the view you take of events. 

You think a particular thing is going to happen and 

that when it does, it’s going to be awful. But predic-

tion is an illusion. We can’t know what’s going to 

happen. So give yourself fve reasons you won’t lose 

the job. Then think of fve reasons why, if you did, 

it would be an advantage—new opportunities, more 

time with family, et cetera. Now you’ve gone from 

thinking it’s defnitely going to happen to thinking 

maybe it will and even if it does, you’ll be OK.

If you feel overwhelmed by your responsibili-

ties, use the same approach. Question the belief that 

you’re the only one who can do it, that there’s only 

one way to do it, and that the company will collapse 

if you don’t do it. When you open your views to be 

mindful, the stress just dissipates. 

Mindfulness helps you realize that there are no 

positive or negative outcomes. There’s A, B, C, D, and 

more, each with its challenges and opportunities. 

Give me some scenarios, and I’ll explain how 

mindfulness helps. 

I’m the leader of a team in dissent. People are 

arguing vehemently for different strategies, and  

I have to decide on one.

There’s an old story about two people coming before 

a judge. One guy tells his side of the story, and the 

judge says, “That’s right.” The other guy tells his side 

of the story, and the judge says, “That’s right.” They 

say, “We can’t both be right.” And the judge says, 

“That’s right.” We have this mindless notion to settle 

disputes with a choice between this way or that way, 

or a compromise. But win-win solutions can almost 

always be sought. Instead of letting people lock into 

their positions, go back and open it up. Have oppo-

nents play the debate from the other side so that they 

realize there are good arguments either way. Then 

fnd a way for both of them to be right. 

I’m an executive with lots of commitments who’s 

facing a personal crisis. 
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If I couldn’t do this interview because I was having a 

problem at home, I would say, “Alison, I hope you’ll 

forgive me, but my mind is elsewhere right now be-

cause I’m having this crisis. And you might say, “Oh, 

no, I had a crisis last week. It’s OK. I understand.” 

And then, when the crisis was over, we could come 

back to what we were doing, but with a whole new 

relationship, which would set us up for all sorts of 

good things in the future. 

I’m a boss giving a review to an underperforming 

employee. 

Make clear that the evaluation is your perspective, 

not a universal one, which opens up the dialogue. 

Let’s say a student or a worker adds one and one 

and gets one. The teacher or employer can just say 

“Wrong,” or he can try to fgure out how the person 

got to one. Then the worker says, “If you add one 

wad of chewing gum to another wad, one plus one 

equals one.” Now the boss has learned something. 

As a leader, you can walk around as if you’re God 

and get everybody to quiver. But then you’re not go-

ing to learn anything, because they’re not going to 

tell you, and you’re going to be lonely and unhappy. 

It doesn’t have to be lonely at the top. You can be 

there and be open. 

How do you create a more mindful organization? 

When I’m doing consulting work with companies, 

I usually start by showing everyone how mindless 

they are, and what they’re missing as a result. You 

can be mindless only if two conditions are met: You 

found the very best way of doing things, and noth-

ing changes. Of course, those conditions can’t be met. 

So if you’re going to work, you should be there and 

notice things. Then I explain that there are alterna-

tive ways of getting anywhere, and in fact, you can’t 

even be sure that the destination you’ve chosen is 

ultimately where you’ll want to be. Everything looks 

diferent from diferent perspectives. 

I tell leaders they should make not knowing 

OK—I don’t know, you don’t know, nobody knows—

rather than acting like they know, so everyone else 

pretends they know, which leads to all sorts of dis-

comfort and anxiety. Eliminate zero-accident poli-

cies. If you have a zero-accident policy, you’re go-

ing to have a maximum-lying policy. Get people to 

ask, “Why? What are the benefts of doing it this way 

versus another way?” When you do that, everyone 

relaxes a little, and you’re all better able to see and 

take advantage of opportunities. 

I was working with a nursing home years ago, 

and a nurse walked in, complaining that one of the 

residents didn’t want to go to the dining room. She 

wanted to stay in her room and eat peanut butter. So 

I butted in and said, “What’s wrong with that?” Her 

answer was “What if everybody wants to do it?” And 

I said, “Well, if everybody did it, you’d save a lot of 

money on food. But, more seriously, it would tell you 

something about how the food is being prepared or 

served. If it’s only one person occasionally, what’s 

the big deal? If it happens all the time, there’s an op-

portunity here.” 

I imagine you don’t like checklists? 

The first time you go through a checklist, it’s fine. 

But after that, most people tend to do it mindlessly. 

So in aviation you have faps up, throttle open, anti-

ice of. But if snow is coming and the anti-ice is of, 

the plane crashes. 

Checklists aren’t bad if they require qualitative 

information to be obtained in that moment. For ex-

ample, “Please note the weather conditions. Based 

on these conditions, should the anti-ice be on or of?” 

or “How is the patient’s skin color diferent from yes-

terday?” If you ask questions that encourage mind-

fulness, you bring people into the present and you’re 

more likely to avoid an accident. 

Mindful, qualitative comments help in interper-

sonal relationships, too, by the way. If you’re giving 

a compliment, “You look great” is not nearly as ef-

fective as something like “Your eyes are sparkling 

today.” To say that, you have to be there, and people 

will recognize and appreciate it. 

Mindfulness and Focus
The business environment has changed a lot since 

you began studying mindfulness. It’s more com-

plex and uncertain. We have new data and analysis 

coming at us all the time. So mindfulness becomes 

more important for navigating the chaos—but the 

chaos makes it a lot harder to be mindful.

I think chaos is a perception. People say that there’s 

too much information, and I would say that there’s 

no more information now than there was before. The 

diference is that people believe they have to know 

it—that the more information they have, the better 

the product is going to be and the more money the 

company is going to make. I don’t think it depends 

as much on the amount of information someone 

has as on the way it’s taken in. And that needs to be 

mindfully. 
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How has technology changed our ability to be 

mindful? Is it a help or a hindrance? 

Again, one can bring mindfulness to anything. We’ve 

studied multitasking and found that if you’re open 

and keep the boundaries loose, it can be an advan-

tage. The information from one thing can help you 

with another. I think what we should do is learn from 

the way technology is fun and compelling and build 

that into our work. 

HBR recently published an article on the impor-

tance of focus in which the author, Daniel Goleman, 

talks about the need for both exploration and 

exploitation. How do you balance mindfulness—

constantly looking for the new—with the ability to 

buckle down and get things done? 

Vigilance, or very focused attention, is probably 

mindless. If I’m racing through the woods on horse-

back, watching the branches so that I don’t get hit 

in the face, I might miss the boulder on the ground, 

so then my horse stumbles and I’m thrown of. But 

I don’t think that’s what Dan means by focus. What 

you want is a soft openness—to be attentive to the 

things you’re doing but not single-minded, because 

then you’re missing other opportunities.

We hear the management community talking more 

about mindfulness now. When did you realize that 

the ideas you’ve been studying for decades had 

become mainstream? 

I was at a party, and two diferent people came up to 

me and said, “Your mindfulness is everywhere.” Of 

course, I just saw a new flm that starts with some-

one going around Harvard Square asking people 

what mindfulness is, and nobody knows. So there’s 

still a lot of work to do. 

What are you working on next? 

The Langer Mindfulness Institute works in three 

arenas: health, aging, and the workplace. In health 

we want to see just how far we can push the mind-

body notion. Years ago we did studies on chamber-

maids (who lost weight after being told their work 

was exercise) and vision (where people did better on 

eye tests that had them work up from large letters 

at the bottom to small ones at the top, creating the 

expectation that they would be able to read them). 

Now we’re trying a mindfulness cure on many dis-

eases that people think are uncontrollable to see if 

we can at least ameliorate the symptoms. We’re also 

doing counterclockwise retreats around the world, 

starting in San Miguel de Allende, Mexico, using 

research-proven techniques to help people live 

boldly. And we’re doing conferences and consulting 

on work/life integration, mindful leadership and 

strategy processes, stress reduction, and innovation, 

with companies such as Thorlo and Santander and 

NGOs such as CARE and Vermont’s Energy Action 

Network. 

I’m told that I drive my students crazy because 

I’m always coming up with new ideas. I’m thinking 

about maybe a mindfulness camp for children. One 

exercise might be to take a group of 20 kids and keep 

dividing them into subsets—male/female, younger/

older, dark hair/light hair, wearing black/not wear-

ing black—until they realize that everyone is unique. 

As I’ve said for 30 years, the best way to decrease 

prejudice is to increase discrimination. We would 

also play games and midway through mix up the 

teams. Or maybe we’d give each child a chance to 

rewrite the rules of the game, so it becomes clear 

that performance is only a refection of one’s abil-

ity under certain circumstances. You know, if they 

allowed three serves in tennis, I would be a much 

better player. 

What’s the one thing about mindfulness you’d like 

every executive to remember?

It’s going to sound corny, but I believe it fully: Life 

consists only of moments, nothing more than that. 

So if you make the moment matter, it all matters. 

You can be mindful, you can be mindless. You can 

win, you can lose. The worst case is to be mindless 

and lose. So when you’re doing anything, be mindful, 

notice new things, make it meaningful to you, and 

you’ll prosper.  HBR Reprint R1403D

“ What you want is a sof openness—to be attentive to the 
things you’re doing but not single-minded, because then 
you’re missing other opportunities.”

Mindfulness in tHe Age of CoMplexity hbR.oRg
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Executive profiles and career paths continue to evolve. 
by Peter Cappelli, Monika Hamori, and Rocio Bonet

Each Era has its own senior-executive profile.  

A century ago many of the largest, most powerful 

corporations were led by entrepreneurs—Henry 

Ford, for example, who had founded his automaker, 

and Alfred P. Sloan, whose company had been ac-

quired by General Motors. By the 1920s professional 

managers were hopping from company to company 

to fll high-level management positions. By the 1950s 

lifelong employees of corporations were working 

their way up the ladder to claim the top jobs. 

The executive profile continues to evolve. In 

“The New Road to the Top” (HBR January 2005), two 

of us (Cappelli and Hamori) compared leaders in the 

top 10 roles at each of the Fortune 100 companies in 

1980 with those in 2001, noting a sharp decline in the 

“lifer” model and a corresponding uptick in rapidly 

advancing young executives who spent less time 

with any one employer. Here we have extended our 

analysis to 2011. 

Perhaps the most noteworthy changes are de-

mographic. Since our previous study, the percent-

age of executive women has risen quite a bit, as 

has the percentage of leaders educated outside the 

United States. 

Other interesting developments stem from the 

global recession in 2008. Because the economic 

crisis roiled fnancial institutions the most, causing 

them to restructure, long-established corporations 

such as AIG, Bank of America, and Freddie Mac are 

bringing in more senior executives from the out-

side than they did a decade ago. Companies such 

as Caterpillar, Procter & Gamble, and UPS, whose 

businesses are more stable, have been promoting 

leaders from within. Executives’ age and length of 

tenure are both on the rise—trends that we wouldn’t 

have predicted before the crisis but that seem per-

fectly logical in its wake: In such uncertain times, 

leaders have understandably been hesitant to leave 

their organizations for new opportunities. Compa-

nies, too, have exercised caution, sometimes hold-

ing on to even underperforming executives to main-

tain stability. 

Attributes at the top also reflect some broader 

trends within the Fortune 100 over the past three 

decades, such as a decrease in heavy industry and 

energy companies, which have fewer women at all 

levels of management, and a proliferation of health 

care and retail companies, which have more women. 

Our most striking fndings have emerged in four ar-

eas: career trajectory, education, diversity, and hi-

erarchy within the senior ranks. We’ll explore each 

in turn.

Who’s Got 
Those Top Jobs? 

Peter cappelli is the George W. Taylor 
Professor of Management at the University 
of Pennsylvania’s Wharton School and the 
director of its Center for Human Resources. 
Monika hamori is a professor of human 
resource management, and rocio Bonet is 
an assistant professor of human resource 
management, at the IE Business School,  
in Madrid. 

aBout thE 
rEsEarch
We examined the biogra-
phies of leaders in the top 
10 roles at each Fortune 

100 company. In many 
cases the 10th executive 
was one of several with the 
same title, so we included 
everyone with that title. 
Because 1980 immediately 
preceded a watershed 
recession, we chose that 
as our baseline year. We 
wanted to test the conven-
tional wisdom that execu-
tive careers have undergone 
a significant change since 
the early 1980s—and we 
concluded that they have. 
When we did our first study, 
a decade ago, we used 
2001 data for comparison 
because they were the most 
recent reliable data. Now 
we’ve extended our analysis 
to 2011 to see which trends 
held despite the global 
recession in 2008. 
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The latest recession and 

the prolonged recovery have 

constrained career growth. The 

2011 executives took longer than 

the 2001 group to get to the top, 

mainly because they had ad-

vanced more slowly throughout 

their careers. On average, they 

had spent almost a year longer 

in each role than their counter-

parts from a decade earlier— 

although a small number had 

been stuck in the same jobs a 

disproportionately long time, 

and those at the very top had 

advanced faster than others. 

The 2011 executives had 

been with their current 

employers longer than the 

2001 group—a development 

that holds true at all levels 

of management in the United 

States. Data from the U.S. 

Bureau of Labor Statistics 

show that managers in 2012 

had been with their employers 

about 12% longer, on aver-

age, than managers a decade 

earlier. (That’s about the same 

tenure increase we found in our 

research on senior executives.) 

Indeed, turnover among chief 

executives has dropped since 

2001, according to Booz & 

Company’s annual study on 

CEO succession. And as a 

CareerXroads survey shows, 

since 2008 large U.S. corpora-

tions have been more inclined 

than they were back in 2001  

to fill vacancies from within.

All that said, we see no 

reason to think that these 

recession- related develop-

ments will continue as the 

economy improves. And the 

numbers vary considerably by 

company in any case. Lead-

ers shot to the top fastest at 

Google, where their time from 

entry level to the executive 

suite averaged 14 years. At 

the other end of the spectrum, 

Hewlett-Packard and Conoco-

Phillips leaders took about  

32 years to work their way up.

As one would expect, time 

to the top correlates with 

age. Members of HP’s 2011 

executive team—among the 

six oldest in the Fortune 

100—were over 58, on average. 

Google’s executives, at 46, 

were the youngest. In fact, Jill 

Hazelbaker, Google’s head of 

corporate communications, is 

the youngest executive in our 

data set and the one whose 

path to the executive suite 

was fastest. In 2011, at the 

age of 30, she moved directly 

into that role from the world 

of electoral politics, where she 

had been campaign spokes-

person and then national 

communications director 

for John McCain’s 2008 U.S. 

presidential run and served as 

one of his closest advisers. It’s 

hard to imagine any corporate 

career advancing so rapidly, 

even at Google, but political 

organizations—less structured 

than companies—offer unusual 

opportunities for leaders with 

ability and drive.

Differences in tenure by 

company are even more dra-

matic. In 2011 Sears executives 

had been with their employer 

only three years, on average, 

and Chevron executives, 33 

years. The 20 companies that 

have been in the Fortune 100 

since 1980—the most firmly 

established of the great corpo-

rations—still had at least one 

foot in the Organization Man 

era even in 2011. Almost half 

their senior executives were 

lifers. At Chevron and UPS, that 

was true of 90% of top-team 

members. David Abney, for ex-

ample, began his career at UPS 

Airlines in 1974, as a part-time 

Shift in LiferS from 1980 to 2011
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Career Trajectory

The decline of lifelong employees is remarkably steep. Despite the 
prevalence of sophisticated executive development and succession 
planning programs, less than a third of the 2011 Fortune 100 leaders 
had started their careers with their current employers. That’s down 
from 45% in 2001 and more than 50% in 1980. The decrease has 
accelerated in recent years, even though length of tenure is moving 
in the opposite direction. Why the discrepancy? Because two global 
recessions made people less likely to change companies. 
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in 1980, 60% of 
General motors’ senior 
executives were lifers. 
By 2011 that figure had 
dropped 40 percent-
age points, to 20%.
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Over the past 30 years we’ve seen executives’ educa-
tion levels rise. About 65% of the leaders in 2011 held 
graduate degrees, compared with 62% in 2001 and 
46% in 1980. Companies with the most MBAs in their 
senior ranks included Sears (75%), Sunoco (70%), 
and Disney (63%). Leaders at AT&T, Merck, and  
Freddie Mac were the most highly educated, with  
19 years of schooling, on average.

Education

The two most common 
measures of a business 
school’s prestige are 
whether it’s an Ivy League 
institution and how it fares 
in the landmark Business-
week MBA rankings. We 
used the 1988 Business-
week list because most of 
the executives with MBAs 
in our sample had earned 
their degrees around 
that time. On that list the 
top 10 schools, in rank 
order, were: Northwestern 
(Kellogg), Harvard, Dart-
mouth (Tuck), Pennsyl-

vania (Wharton), Cornell 
(Johnson), Michigan (Ross), 
Virginia (Darden), North 
Carolina (Kenan-Flagler), 
Stanford, and Duke (Fuqua). 

Of the executives we 
studied, 28% had received 
their MBAs from one of 
those schools. We then 
expanded our definition of 

“elite” to include the next 
10 schools on the 1988 list: 
Chicago (Booth), Indiana 
(Kelley), Carnegie Mellon 
(Tepper), Columbia, MIT 
(Sloan), UCLA (Anderson), 
UC-Berkeley (Haas), NYU 

(Stern), Yale, and Rochester 
(Simon). 

We found that more than 
40% of the 2011 executives’ 
MBAs came from the 20 
schools. But this alternative 
measure did not change our 
main conclusions: Leaders 
in top-tier positions tend to 
have more elite MBAs than 
those in other tiers, and the 
proportion of elite MBAs is 
higher among outside hires 
than among executives 
promoted from within. 

2001
Bachelor’s

10%

42%

48%

2011
Bachelor’s

10%

35%

55%

2011
MBa

24%

43%

33%

1980
Bachelor’s

14%
Ivy League

54%
PrIvate  

NoN-Ivy  

League

32%
PubLIc  

uNIversIty

Where did the senior Fortune 100 exec-
utives attend college? The proportion with 
an Ivy League bachelor’s degree dropped 
from 14% in 1980 to 10% in 2001 but then 
held steady. In 2011 Merck had the highest 
percentage of Ivy baccalaureates, at 50%, 
with Freddie Mac, Microsoft, and Amazon 
tied for second place at 44%. 

As the charts below show, those hold-
ing bachelor’s degrees from private non-
Ivies (and, to a lesser extent, from Ivies) 
lost considerable ground to graduates of 
public universities in filling the top jobs 

over the past three decades. That may 
be because most of the 2011 executives 
attended college in the 1970s, when the 
resources and status of state schools were 
near their peak. 

At the graduate level, however, the Ivy 
League more than held its own: Almost  
a quarter of the executives holding MBAs 
had graduated from business school at 
Columbia, Cornell, Dartmouth, Harvard, 
Pennsylvania, or Yale. Among C-suite 
executives the proportion was 36%.
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with current employer

15.2
16.9

20.6

AverAge yeArs  
to current job

24.1
26.1

28.4

AverAge yeArs 
in eAch job

4.3 4.94.0

1980 2001 2011

45%53% 30.5%

lifers

TiMe spenT Moving up  
and sTaying puT

The MBa analysis

package loader. He advanced 

through various operational 

roles to become president of 

the SonicAir subsidiary in 1999. 

From there he was promoted to 

president of UPS International in 

2003 and to COO in 2007. Mary 

Barra, who led global product 

development at General Motors 

when we collected data (she’s 

now the CEO), has spent her 

entire 33-year career at GM.

Of course, not all leaders at 

those 20 corporations fit that 

pattern. The exhibit “Shift in 

Lifers from 1980 to 2011” shows 

considerable variation. Ford 

and Caterpillar, for example, 

had even more lifers at the top 

in 2011 than in 1980. But other 

companies have seen sharp 

decreases. At Honeywell the 

proportion of lifers fell by 80 

percentage points. Thirteen 

of the Fortune 100 companies, 

including PepsiCo and Bank of 

America, had no top executives 

in 2011 who had begun their 

careers there. 

HBR.ORG
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Women are slightly more 
likely to work in the financial 
services, health care, and retail 
industries than elsewhere. 
They’re prominent in the 
executive ranks of consumer 
products and, surprisingly, 
aerospace companies. At the 
corporations that have the 
most female executives—Target, 
Lockheed Martin, and PepsiCo—
women hold half the senior 
management jobs. 

The substantial increase 
in female executives has not 
played out equally across orga-
nizations, however. The exhibit 
below shows the full range of 
change. Seventeen of the For-
tune 100 still have no women in 
their top 10 roles. 

In the 2011 data set, more 
women than men had graduate 
degrees, but the difference 
wasn’t statistically significant, 
even by type of degree. For 
example, 31% of men and 32% 
of women held MBAs; 8.48% 
and 8.52%, respectively, held 
PhDs. Slightly more women 

than men had other master’s 
degrees and JDs. 

The greatest gender divide 
was in undergraduate Ivy 
League degrees: Almost twice 
as many men as women had 
bachelor’s degrees from Ivy 
schools (11% versus 6%). 
Things evened out at the gradu-
ate level, though: The percent-
age of Ivy MBAs was about the 
same for both sexes. 

Women in the 2011 group 
had secured their executive 
positions about three years 
earlier in their careers than 
the men—but few of them had 
risen to the very top, as was 
true for the 2001 group. Only 
5% had made it to the highest-
level positions, compared with 
17% of the men. 

Women in top-tier positions 
had taken an average of 28 
years to get there, compared 
with 29 years for men. Those in 
middle-tier positions had taken 
23 years to get there, compared 
with 26 years for men. They 
had been promoted sooner in 

each previous job—after an av-
erage of four years, compared 
with five years for men. This 
was true in 2001 as well. (See 

“Three Tiers, Three Profiles.”)
Why? We think the women 

ascended faster because they 
were riding a different elevator. 
Middle-tier female executives, 
for example, had held primarily 
function-specific roles, such as 
chief legal officer, general coun-
sel, or SVP of human resources. 
Their male colleagues had held 
more of the general manage-
ment positions that typically 
feed the very top executive jobs. 

Average tenure in 2011 was 
about the same for men and 
women within tiers, as was the 
percentage of those who had 
begun their careers with their 
current employers (28% of 
women and 31% of men). But 
the percentage of male lifers 
dropped sharply from 2001 to 
2011; for women, the decline 
was much subtler because 
fewer female lifers existed  
to begin with. 

Diversity

2001 2011

Background  
By gender

As noted, diversity among senior executives has increased. 
Leaders in 2011 were much likelier to be women or to be 
educated outside the United States than leaders in previous 
years, although both groups are still far from achieving  
parity with U.S. men.
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The other sign of greater 
diversity is the rise of foreign 
executives, from 2% in 1980 to 
11% in 2011. Years of schooling, 
the proportion of MBA holders, 
and the proportion of Ivy MBAs 
didn’t differ much for foreign 
versus U.S. executives. But 
the former tended to work 
in larger, more established 
companies. 

That makes sense, be-
cause those companies have 
more-extensive multinational 
operations than their smaller 
counterparts do and, there-
fore, more non-U.S. country 
managers to feed the pipeline 
to the executive suite. At Philip 
Morris, for example, Louis C. 
Camilleri, who was born in 
Egypt and educated in Switzer-
land, was the CEO in 2011 (he’s 
now chairman of the board). 
Camilleri joined the company 
in 1978 as a business develop-
ment analyst for Philip Morris 
Europe. From there he rose 
to president and CEO of Kraft 
Foods in 1995 and then SVP 
and CFO of Philip Morris before 
assuming the CEO role. 

Companies with foreign 
executives at the top are 
disproportionately based on 
the East and West Coasts of 
the United States. At PepsiCo 
(New York), Ingram Micro 
(California), and Philip Morris 
(Virginia), for instance, 56% 
of senior managers were 
educated outside the U.S. In 
contrast, AT&T (Texas), Delta 
Air Lines (Georgia), and Abbott 
Laboratories (Illinois) have no 
foreign-educated executives. 

More Foreign 
executives

How did the Fortune 100’s senior leaders advance to where they are in their 
organizations? Those in the very top tier (CEOs and chairs) have a differ-
ent story to tell than those in the middle (functional and divisional heads) 
and those at the bottom (VPs). And it’s not just a matter of how much time 
they’ve invested in their careers.
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In fact, the executives began 
making their way into their respec-
tive tiers before they’d even arrived 
at their first jobs. Leaders at the 
very top are five times as likely 
as those at the bottom to have 
earned an Ivy League undergradu-
ate degree and three times as 
likely to have earned an Ivy MBA. 
Interestingly, top executives with 
Ivy League degrees are likelier to 
be hired from outside than pro-
moted from within: In the former  
category, 38% have an Ivy under-

graduate degree and 64% have an 
Ivy MBA; in the latter, 16% have 
an Ivy undergraduate degree and 
28% have an Ivy MBA. If the Ivy 
League confers “gold collar” status, 
it appears to do so mainly through 
outside hiring. 

It’s not surprising that execu-
tives at the very top have taken 
considerably longer to “arrive” 
than those in the other two tiers. 
Although they’ve been on a faster 
track from the beginning, they’ve 
also held more jobs along the way, 

gaining the exposure and groom-
ing needed for general manage-
ment roles. What’s more, they 
tend to have exercised operating 
authority on their way up. Those 
in the middle or bottom tier are 
likelier to have come of age in 
functional silos.

Though executives take many 
paths to senior management,  
the road to the highest level is  
the most clearly defined—and  
it’s established early on. 

 hBr reprint r1403E
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An Anthropologist 

WAlks into A BAr...
To undersTand whaT makes your cusTomers Tick, 

you have To observe Them in Their naTural habiTaTs.  

by Christian Madsbjerg and Mikkel b. rasMussen
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consultancy ReD Associates, and Mikkel B. 
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of Clarity: Using the Human Sciences to Solve 
Your Toughest Business Problems (Harvard 
Business Review Press, 2014), from which this 
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I
n 2006 a major European brewing company 
we’ll call BeerCo was faced with falling bar 
and pub sales and, despite muscular market 

research and competitive analysis, couldn’t 
figure out why. Customers liked its core product, 
a standard lager, and store sales were up. But 
something wasn’t clicking in bars, and aggressive 
promotions weren’t helping. What was wrong? 

Having exhausted conventional research ap-

proaches, BeerCo commissioned a team of social an-

thropologists to visit a dozen bars in the UK and Fin-

land to fnd out. The anthropologists approached the 

project as if they were studying an unfamiliar tribe in 

Borneo. They immersed themselves in the life of the 

bars, simply observing the owners, staf, and regu-

lars without any hypothesis about what they might 

fnd. They returned with 150 hours of ethnographic 

video, several thousand still photographs, and hun-

dreds of pages of feld notes. Over the ensuing weeks 

a team of managers from BeerCo sifted through the 

raw data together with the anthropologists, search-

ing for themes. 

In time, patterns emerged. Although BeerCo had 

thought that bar owners valued its promotional ma-

terials—coasters, stickers, T-shirts, and so on—in 

fact those items were at best underused, at worst 

treated with derision (in one bar, a researcher found 

them crammed inside a cupboard and labeled “box 

of crap”). The team also discovered that female 

servers felt trapped in their jobs and resented hav-

ing to be firtatious, an experience they referred to 

as being “hot pantsed.” What’s more, they knew 

very little about BeerCo’s products and didn’t want 

to know any more—and yet they were a primary 

channel for sales.

These findings and others led to a sharp shift 

in how BeerCo approached pubs and bars. Instead 

of bombarding them with one-size-fits-all promo-

tional materials, it began customizing items for dif-

ferent types of bars and bar owners. It trained its 

salespeople to understand each bar owner better 

and invented a tool to help owners organize sales 

campaigns. It created in-workplace “academies” to 

train waitstaf about its brands and won over female 

servers by providing taxi service for employees who 

worked late. After two years BeerCo’s pub and bar 

sales rebounded, and both sales and market share 

continue to grow.
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driven by motives that are opaque even to them-

selves. Yet most marketers cling to assumptions 

about their customers’ behavior that have been 

shaped by their organizational culture, the biases of 

the frm’s managers, and, increasingly, the vast but 

imperfect data stream fowing in. 

The human sciences approach is a radically dif-

ferent way to understand customers. It starts by ex-

amining the roots of their behaviors—the complex 

interplay between their interior lives and their so-

cial, cultural, and physical worlds. It digs deep for 

insights that elude more-traditional business tools. 

This nonlinear process, which we call sensemaking, 

reveals the often subtle and unconscious motiva-

tions informing consumer behavior and can lead 

to insights that enable transformations in product 

development, organizational culture, and even cor-

porate strategy. As we will see, sensemaking and the 

tools of human science are at their most powerful 

when helping businesses address novel problems, 

or “big unknowns,” in unfamiliar social or cultural 

contexts, such as new geographical markets or 

new generations of consumers. They can also be 

highly revealing in cases where current markets 

or consumers have begun behaving in unexpected 

ways. (See the sidebar “How to Identify the Big 

Unknowns.”)

Sensemaking in Action
At the core of sensemaking lies the practice of phe-

nomenology: the study of how people experience 

life. Management science can tell Starbucks, for ex-

ample, how many cups of cofee its customers will 

drink in a day; phenomenology reveals how those 

customers perceive the cofee experience. Starbucks 

has famously leveraged its understanding of the 

phenomenology of cofee, profting from customers’ 

willingness to pay a premium for the often subtle 

and complex Starbucks experience—the hip baristas, 

the community of telecommuters, the crafted play-

lists—as distinct from the cofee itself.

Consider how the Lego Group used phenom-

enology to understand its customers’ deepest mo-

MoSt people in business associate the human sci-

ences—anthropology, sociology, political science, 

and philosophy—with academia, and for good rea-

son. The work of scholars in these fields is notori-

ously difcult to understand, and the insights they 

ofer often seem to have little practical relevance in 

business. 

But that is changing rapidly. An emerging method 

is dramatically shaping how businesses can apply 

the human sciences. This new approach is finding 

its way into the labs of technology companies such 

as Intel, IBM, and Samsung; the marketing depart-

ments of large consumer-product companies such 

as Adidas, Lego, and Procter & Gamble; global health 

care companies such as Novo Nordisk and Pfzer; and 

the thinking and writing of business leaders and new 

breeds of consultancy that, like our own, merge hard 

and soft sciences. 

According to a recent global study of 1,500 CEOs 

conducted by IBM, the biggest challenge those CEOs 

face is the so-called complexity gap. Eight out of 10 

expect the business environment to grow in com-

plexity, but fewer than half feel prepared for the 

change. The research also reveals that CEOs see a 

lack of customer insight as their biggest deficit in 

managing complexity. They prioritize gaining cus-

tomer insight far above other decision-related tasks 

and rank “customer obsession” as the most critical 

leadership trait.

Accordingly, many companies are turning to 

customer research that is powered by big data and 

analytics. Although that approach can provide as-

tonishingly detailed pictures of some aspects of their 

markets, the pictures are far from complete and are 

often misleading. It may be possible to predict a cus-

tomer’s next mouse click or purchase, but no amount 

of quantitative data can tell you why she made that 

click or purchase. Without that insight, companies 

cannot close the complexity gap.

In the rush to reduce consumers to strings of ones 

and zeros, marketers and strategists are losing sight 

of the human element. Consumers are people, after 

all. They’re often irrational, and they’re sometimes 

Lego’s anthropoLogists Learned that 

chiLdren pLay to escape their overLy 

orchestrated Lives and to hone a skiLL.
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tivations. Eight years ago Lego had lost touch with 

its core customers and was bleeding cash; today 

it’s one of the largest and most respected toy 

makers in the world, the result of a remarkable 

turnaround driven in part by its commitment to 

sensemaking.

The company’s downward spiral was propelled 

by its determination to leverage the brand and move 

into new markets rather than to understand what 

its customers—young builders and their parents—

really wanted from play with its products. Acting on  

mistaken assumptions, Lego branched into action  

fgures and video games, believing that kids, in- 

creasingly scheduled and often distracted by 

faster-paced electronic games, no longer had 

the time or patience for its old-fashioned plas-

tic bricks. So Lego products got a lot cooler and 

more aggressive looking, but they also required  

less time and creativity from the kids playing with 

them. Meanwhile, parents’ nostalgia for the old 

Legos began to dissipate, and with it their impulse 

to buy the bricks.

CEO Jørgen Vig Knudstorp understood that cus-

tomers had lost their connection with the brand 

and that new product lines weren’t the solution. He 

realized that Lego needed to better understand the 

phenomenon of play. What is children’s experience 

when they play, what do they desire from it, and 

how could Lego serve that need?

To fnd out, the company embedded researchers 

with families in the United States and Germany. The 

researchers spent months collecting data, interview-

ing parents and children, creating photo and video 

diaries, shopping with families, and studying toy 

shops—in short, amassing a vast store of informa-

tion. As the Lego team methodically sifted through 

the data, key insights began to emerge. Among them 

was that children play to escape their overly orches-

trated lives and to hone a skill. This insight exposed 

Idea in Brief

The Problem

Companies crave insights 

about customers and increas-

ingly rely on big data and 

analytics to provide them. But 

big data and standard market 

research tools can’t reveal 

customers’ true motivations.

The SoluTion

The human sciences—anthro-

pology, sociology, political 

science, and philosophy—can. 

The authors show how apply-

ing a human-sciences-based 

process called sensemaking 

illuminates the customer expe-

rience. The resulting insights 

can transform product devel-

opment, organizational culture, 

and corporate strategy.

An exAmPle

Lego was in a free fall. Using 

a sensemaking approach, the 

firm examined how customers 

experience play and discov-

ered that its product strategy 

failed to deliver what they 

sought. This insight helped 

Lego redesign its strategy and 

products, recapture its core 

customers, and execute a 

dramatic turnaround.

the false assumption that kids were too busy to en-

gage with Legos. In fact, it emerged, a subset of chil-

dren have both the time and the desire to commit to 

the bricks and want to achieve mastery. 

As Paal Smith-Meyer, then the head of Lego’s 

new-business group, explains, “Now we are making 

products that are proud of being Legos. If you look at 

a box, you know it’s Lego. You can’t force someone 

to play with the bricks. The research allowed us to 

make a decision about whom we wanted to reach. It 

was a decision that grew into a mantra: We’re going 

to start making Legos for people who like Legos for 

what Legos are.”

This was a game-changing insight that conven-

tional strategy processes—market data analytics, 

conjoint analysis, surveys, focus groups, and so on—

had missed and probably could never have provided.
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The Sensemaking Process
To illustrate the stages of sensemaking, we’ll turn 

to a very diferent sort of company—a Danish medi-

cal technology frm. Coloplast was launched in 1954 

when a nurse named Elise Sørensen watched her 

sister recover from an ostomy, a operation often per-

formed on patients with cancer of the stomach or the 

colon. Although the procedure was a lifesaver, it left 

Sørensen’s sister ashamed of and socially isolated by 

the resulting stoma—a hole in the stomach for the 

discharge of waste. She dreaded leaving the house 

for fear that her homemade stoma bag—all that was 

available at the time—would leak. Sørensen devised 

an ostomy bag with an adhesive ring to hold it in 

place, and a business was born. 

Five decades later Coloplast was a market leader 

in health care products in Europe and had been 

rated by patients as the world’s most patient-centric 

health care company. But by 2008 its biggest divi-

sion, the ostomy division, was stagnating, even 

though the company was investing heavily in inno-

vation and sales.

Coloplast was known for sophisticated R&D, and 

it had done everything fashionable in the innova-

tion playbook: lead-user studies, user co-creation, 

design-thinking workshops, NPV calculations, and 

so on. The product pipeline was full, but product 

launches weren’t getting any traction. It was myste-

rious. Focus groups and large quantitative surveys 

had uncovered numerous annoyances encountered 

by ostomy patients, and scores of product ideas 

had been advanced to address them: better locking 

mechanisms for attaching bags, new adhesives, new 

filters, new materials. Yet none of this innovation 

was driving growth. 

Coloplast’s leaders realized that something must 

be wrong with their fundamental assumptions about 

the ostomy market—beliefs that had guided them 

successfully for years. The company faced a big un-

known: How could it find new sources of growth? 

The five-step sensemaking process provided the 

answer.

1. Reframe the Problem 
Sensemaking starts with learning to think of a prob-

lem as a phenomenon—that is, to see it in terms of 

human experience. This conceptual shift requires 

companies to stop looking at the market, the prod-

uct, and the customer from their own perspective 

and examine the customer’s perspective instead. 

(See the sidebar “How to Reframe a Problem as a 

Phenomenon.”)

Thus, Coloplast recast the question “How do we 

capture new sources of growth?” as “What is the 

experience of living with ostomy?” Its managers 

knew a lot about customer metrics—who bought 

how much of which products when, and so forth. 

But they realized they knew less about their custom-

“Human scientists” base their 

research questions on phe-

nomenology—the study of how 

people experience life. The 

goal is to understand the com-

plex, subtle, often unconscious 

ways in which people interact 

with their surroundings. 

Consider how a chef inter-

acts with a kitchen, his fellow 

cooks, the waiters, the food, 

the guests, and myriad other 

aspects of his environment. 

Most of his interactions are 

below the level of conscious-

ness. He opens the fridge 

with his right hand, yells in 

a certain tone to the waiters, 

and uses another tone with the 

cooks. He doesn’t measure the 

amount of pepper he puts on 

the meat, but he knows exactly 

how much is right. He tastes 

the sauce with his little finger 

and instantly knows just what 

it needs. He would be unable 

to accurately report on these 

moment-to-moment behaviors. 

To see patterns in them, you’d 

have to observe him closely. 

If you’re in the restaurant 

equipment business and sales 

are inexplicably down, you 

probably won’t learn much 

by asking the chef if he likes 

this or that product. But if you 

frame the problem as a phe-

nomenon—what is the chef’s 

experience of cooking?—you’ll 

have a better chance of uncov-

ering his true needs.

How to Reframe a Problem as a Phenomenon 

The sensemaking approach can be inspiring for 

business leaders used To Thinking of cusTomers 

as absTracTions—as segmenTs, need sTaTes, or 

consumpTion occasions.

An AnThRoPologiST WAlkS inTo A BAR...
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ers’ worlds. What was it like to be an ostomy patient? 

How did it afect your self-image? Your social life? 

What was a good day, or a bad day? 

The company’s product development and mar-

keting strategies had been driven by two assump-

tions about customers and their needs: that within 

two years of leaving the hospital, people had their 

ostomy care under control and were living essen-

tially normal lives; and that product innovation 

should focus largely on improving the various fea-

tures of an ostomy bag, one by one. 

Clearly something was amiss with these assump-

tions. But what?

2. Collect the Data
Because data collection in the sensemaking process 

is explicitly designed to challenge assumptions, it 

difers fundamentally from conventional analytics 

and research approaches. Rather than administer a 

hypothesis-driven survey, run big numbers, or con-

duct carefully scripted focus groups, researchers 

engage in the lives of their subjects. Crucially, they 

approach the research without hypotheses, gather-

ing large quantities of information in an open-ended 

way, with no preconceptions about what they will 

find. Only through such unprejudiced data gath-

ering is it possible to divine the customer’s true 

experience.

The resulting data set is raw, personal, and frst-

hand—not the distorted version of reality that most 

market research tools produce. This eye-opening 

feed can be tremendously inspiring for business 

leaders used to thinking about their customers as 

abstractions—as segments, need states, or consump-

tion occasions.

Under the direction of Kristian Villumsen, Colo-

plast’s senior vice president of marketing at the 

time, social science researchers were dispatched 

all over the world to spend two days with ostomy 

Almost any business prob-

lem can be framed as a phe-

nomenon. The trick is to shift 

your perspective from inside 

out (how the business per-

ceives the problem) to outside 

in (how customers perceive it). 

For example: 

Business proBlem

How can our bank 
reduce churn? 
 

phenomenon

How do our customers 
experience banking, and 
why are they leaving?

Business proBlem

How can we create a 
premium offering in 
coffee?

phenomenon

What is a good coffee 
experience?

Business proBlem

What should be our  
go-to-market approach 
for toys in China?

phenomenon

What is the role of  
play in China? 

patients, observing them with their friends and 

families, on the street, and, perhaps most impor-

tant, when trapped at home because of anxiety or 

embarrassment about their condition. In addition, 

the researchers spent a day with stoma-care nurses 

in order to understand the way they choose prod-

ucts for their patients, how they prepare patients for 

discharge, and their concerns about patients’ ability 

to manage at home. The raw data were delivered to 

Coloplast in the form of carefully organized videos, 

diaries, photographs, feld notes, and artifacts such 

as brochures and packaging. 

Although this open-ended data collection casts a 

very wide net, it is a disciplined and structured pro-

cess that needs to be overseen by human scientists 

skilled in research design. Essentially, it requires 

identifying key themes underlying the phenomenon 
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(that is, the experience being examined) and divid-

ing each one into a series of questions.

The phenomenon of how people experience liv-

ing with ostomy can be broken down into themes 

including:

• How does a stoma impact everyday life?

• How do patients plan their everyday lives?

• How do patients, nurses, and doctors variously 

perceive quality care?

• What are patients’ and caregivers’ aspirations 

for care?

• What are patients’ care routines?

• What are patients’ crucial needs and challenges?

• What are the key decision processes when 

choosing products and accessories?

With a set of guiding questions established, it’s 

fairly straightforward to determine the most efec-

tive methods of gathering relevant data: direct obser-

vation, participation in subjects’ activities, in-depth 

interviews, group interviews, video recording, and 

so on. As with any analytical process, data gathering 

and structuring must aim at making the information 

in each stream easy to compare. Data also must be 

organized and stored to facilitate simple searching 

and sharing—for instance, by coding information ac-

cording to media types, geographies, and even indi-

vidual study subjects.

3. Look for Patterns
At the end of the collection phase, the Coloplast team 

had a database consisting of 2,000 photos, hundreds 

of pages of feld notes and interview transcripts, and 

two gigabytes of video. But without analysis, of 

course, data collection is just plain reporting. 

The team therefore structured the data so that it 

could do deep dives into the life of every subject and 

also resurface to consider broader themes and the 

“families” within them (such as strategies to avoid 

accidents, or hygiene at home, at work, and during 

recreation). This allowed it to connect dots and re-

veal patterns.

The key to uncovering patterns is to find root 

causes—in this case, the fundamental explanations 

for patients’ and nurses’ behavior. The process is 

like peeling an onion. The outer layer contains di-

rectly observable facts, such as how often patients 

change their bags and what inconveniences they 

experience while doing so. The next layer contains 

the habits and practices informing patients’ behavior 

and choices. And fnally there is the center—the un-

derlying causes of those habits and practices. 

Insights embedded in the inner layers are not 

directly obtainable; they emerge as patterns are 

discerned in the observations. To get to this deeper 

level of analysis, the Coloplast team applied a range 

of social science theories about how a chronic dis-

ability afects identity, how social stigma builds up, 

and the roles of hygiene, sexuality, and trust. This 

helped it see the data from various angles: Could so-

cial stigma explain why patients avoid going out? Do 

patients have diferent standards of hygiene at home 

and elsewhere? How are patients’ sex lives afected? 

What happens to a person’s identity when she comes 

home from the hospital as a chronic patient? 

Along with trained researchers, Villumsen and his 

colleagues steeped themselves in the data sets and 

in their subjects’ lives. They saw that some patients 

were frustrated, whereas others spoke of shame or 

embarrassment or of awkwardness with a romantic 

partner. Many mentioned that horrifying moment—

at a wedding, at a business meeting, in class—when 

they realized they had a leak.

As it repeatedly returned to the phenomenon—

what is the experience of living with a stoma?—Colo-

plast started to understand the efects of diferences 

between care in a clinical setting and care at home. It 

had known that when patients were in the hospital, 

they were often lying down, they were surrounded 

by experts, they might be below their normal weight 

because of their cancer, and they were focused al-

most entirely on stoma care. But the company had 

never realized the implications. When patients went 

home, they were usually without expert assistance. 

They had to contend with challenges related to how 

their bodies had changed: Some had scars, some had 

sagging skin from lost weight, some had regained 

weight so rapidly that they were now obese, and 

many had hernias developed after coming home. 

The solutions and routines established in a hospi-

tal setting made less and less sense as time went on. 

The products chosen with the nurse in the hospital 

ft less well, the treatment regimen was more com-

plicated, and issues around leaks started to crop up. 

Indeed, Coloplast realized that the problem it 

believed it had largely solved—leakage—in fact re-

mained a formidable, life-altering challenge. The 

company had misinterpreted the fndings of its con-

ventional research, concluding that because patients 

generally stopped complaining about leakage after a 

while, the problem no longer existed. The pattern-

recognition process revealed that the complaints 

had dropped of not because the problem was solved 

An AnthroPoLogist WALks into A BAr...
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Many business problems are technically complex, but managers fully understand them, know what 
data they need to address them, and have a well-defined process for moving forward. Big unknowns, 
in contrast, are highly unfamiliar business problems. The less familiar you are with a given type 
of problem, the market, and the customers, the less relevant the conventional research toolbox 
becomes and the more relevant human science and sensemaking become. 

Sensemaking has particular value when you want to understand unfamiliar social or cultural 
contexts—new geographical markets, for example, or new generations of consumers—or when your 
assumptions about your current customers seem to be misguiding you.

The diagnostic below, which sorts business problems into three categories, can help you 
determine what type of problem you are facing—and, therefore, whether sensemaking might apply. 
Managers commonly mistake level-three problems (big unknowns) for level-two ones (hypotheticals) 
and consequently often fail to use sensemaking tools when they’re needed.

How to Identify the Big Unknowns

LeveL 1

Knowns
•  You have a high degree of familiarity 

with the customers and the market.

•  You have a clear view of the future. 

•  You know exactly what the business 

problem is.

•  Conventional data and analytics can 

help you solve it. 

exampLe 

Holiday sales of our product are 

below target because of weather-

related low customer volume in 

stores. If we boost TV advertising 

by X and discount by Y, sales will 

rebound.

LeveL 2

Hypotheticals
•  You are moderately familiar with the 

customers and the market.

•  You can envision a range of possible 

outcomes.

•  You have a feel for the problem and 

have seen something like it before. 

•  You can frame a set of hypotheses 

to test. 

•  You are familiar with the sources of 

data and the analytical model you 

need to find a solution. 

exampLe 

Our per-store sales are down even 

though we have invested in more 

salespeople. There are several 

possible explanations, and we can 

come up with ways to test them. 

LeveL 3

Big Unknowns 
•  You are highly unfamiliar with the 

customers and the market. 

•  You have little sense of likely 

outcomes.

•  You have not seen this type of 

problem before.

•  You have no hypotheses to test. 

•  Your usual sources of data and 

analytics will not clearly help you 

find a solution.

exampLe 

Our innovation pipeline is  

full, but our launches are not 

creating growth.

but because people had radically adapted their life-

styles to avoid the risk of accidents, accepting that 

their new lives were, in the words of one patient, 

“probably as good as it gets.” 

In reality, the sad, recurring pattern looked like 

this: After the initial shock of surgery, returning to 

everyday life was hard, but patients tried to resume 

their social lives—going out for dinner, going to the 

movies, seeing friends. After the frst leak in public, 

however, they started to map their environments 

for private places where they could address acci-

dents. Soon they stopped exploring, limiting them-

selves to environments they knew well. After a few 

more leaks, they limited their lives even further: no 

more restaurants or other high-risk places. Within 

two years many stopped going out altogether. So 

although patients had, in this way, achieved some 

measure of control over the issue—and hence no lon-

ger complained about it—they had lost the richness 

of their lives in the process.

4. Create the Key Insights
Only when Coloplast’s managers discovered that 

leakage persisted and had such profound efects on 

quality of life did they begin to seriously question 

their core business assumption—that the company’s 

innovation focus on polymer and adhesive technol-

ogy had largely solved the customers’ main problem.
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Returning to the data with a new lens, the team 

asked, “What are we missing?” It looked for gaps 

between the industry’s assumptions and patients’ 

experiences. This time, too, as it sifted through the 

data, a theme began to emerge. In interviews and 

videos, many nurses observed, “There is no perfect 

product, because there is no perfect patient” and 

“It’s a good product, but it’s not right for everyone.” 

In parallel were comments from patients about the 

struggles they sometimes experienced securing 

their bags. No matter how high-tech the polymers 

and adhesives, many patients just couldn’t get a reli-

able ft. They tried all sorts of homemade solutions, 

experimenting with accessories such as rings, paste, 

special glues, and creams to protect the skin from 

leakage.

As the team went back through the data, a game-

changing insight emerged: Stoma patients’ bodies 

are all so diferent that no single solution exists. The 

main challenge wasn’t the type of stoma a patient 

had—it was the type of body a patient had. That 

might seem an obvious point, but Coloplast’s inno-

vation process had blinded management and R&D 

engineers alike to the possibility. Just as individuals 

can sufer from confrmation bias (a refexive seek-

ing of only information that supports an existing po-

sition), so can entire organizations.

Coloplast’s adhesive worked perfectly well on 

a perfectly ft and uniform body. But the manifold 

changes in patients’ bodies—whether scars and 

bumps from surgery or weight shifts from cancer—

badly compromised ft. 

This was a major problem—and, incredibly, no 

one in the billion-dollar industry had addressed it. It 

immediately became clear that Coloplast needed to 

categorize body types and create products designed 

specifically for each one. Nothing in its pipeline—

nothing in anyone’s pipeline—came even close to 

accomplishing this. The business potential was huge.

5. Build the Business Impact
Insights, of course, must be translated into initia-

tives. While steps one through four introduce ex-

ecutives to the sensemaking process and therefore 

are typically new, the final step calls for business 

leaders to do something familiar: build innovation 

strategies.

Coloplast invited thousands of customers to sub-

mit photos of their bodies in various positions and 

used the photos to identify four basic body types. 

The “Fit to Real Bodies” study had direct implica-

tions for all the company’s business divisions. R&D 

needed to invent new technologies; manufacturing 

had to develop new tools; marketing needed to cre-

ate a compelling story; sales had to sell a new type of 

product; and customer service had to build a patient-

support system. 

The BodyFit product line, introduced in 2010, 

has been a resounding success, both as a solution for 

patients and as a business. The two product families 

within it to date have met their commercial targets, 

and further innovations are being launched in 2014. 

Coloplast’s ostomy business is now growing faster 

than the overall market for ostomy products. 

The BodyFit project, along with similar initia-

tives in other divisions, has also energized the com-

pany culture. Employees from R&D to sales have a 

renewed sense of purpose and a more innovative 

spirit, animated by the shift from a technology- to a 

customer-driven focus and the demonstrable impact 

of the new product lines on customers’ lives and the 

company’s fortunes. 

CompanIes have long used ethnographic tools in 

market research. The innovation in sensemaking 

is less about the research technique than about the 

human-sciences-based analysis. A growing number 

of organizations globally have begun to apply sense-

making, having recognized that it can help solve 

some of the toughest business problems, such as 

fnding new growth, winning in new markets, and 

capitalizing on cultural change. Sensemaking re-

veals answers that conventional tools can’t, and it 

enables business leaders to think creatively about 

what business they are really in. 

hBR Reprint R1403F

Just as individuals can suffer from 
confirmation bias (a reflexive seeking 
of only information that supports an 
existing position), so can organizations.
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Mar. 19 2014 – Mar. 21 2014

Apr. 7 2014 – Apr. 10 2014

Apr. 13 2014 – Apr. 17 2014

May 4 2014 – May 7 2014

May 4 2014 – May 9 2014

Jun. 11 2014 – Jun. 13 2014

Jun. 15 2014 – July 3 2014

Oct. 2014 –      Apr. 2015
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How nonstrategic 
suppliers can help 
customers solve 
important problems

 C
ustomers in B2B markets are becoming 

increasingly sophisticated about purchas-

ing. Recognizing that most products and 

services they buy are not strategic to their 

businesses, they begin by simply seeking 

suppliers that will meet their basic specif-

cations at a competitive price. Then, after 

they’ve winnowed down the contenders, 

they often ask the fnalists to ofer “some-

thing more.”

Many suppliers misunderstand this 

request. They’ll respond with the well-

worn tactic of stressing features their  

by James C. Anderson,  

James A. Narus,  

and Marc Wouters
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oferings have but competitors’ lack, and when that 

doesn’t work, they propose price concessions. But it 

turns out that customers are looking for neither of 

those things.

During a three-year research project, we discov-

ered that when purchasing managers ask for some-

thing more, they are actually looking for what we 

call the justifer: an element of an ofering that would 

make a noteworthy difference to their company’s 

business. A justifer’s value to the customer is self-

evident and provides a clear-cut reason for select-

ing one supplier over others, 

effectively breaking the 

tie among the final con-

tenders. A car-leasing 

company, for instance,  

might give custom-

ers the option to can- 

cel a certain number 

of contracts prema-

turely without pen-

alty. A construction 

company might of-

fer to assign a client a 

senior project manager 

with whom it’s had a suc-

cessful experience, so the cli-

ent would feel assured that the work 

wouldn’t need to be audited and would 

be done on time and safely. A distributor 

of standard technical parts might put labels with the 

customer’s own part numbers on packaging, elimi-

nating the hassle and cost of translating the distribu-

tor’s numbers to the customer’s inventory system. 

The justifier, or tiebreaker, helps the purchas-

ing manager demonstrate to senior leadership that 

he or she is making a contribution to the business. 

That is no small thing. People responsible for non-

strategic purchases have difcult, often thankless, 

jobs. They’re under pressure to complete these 

transactions as quickly and efciently as possible. 

Whenever anything goes wrong with what they’ve 

bought, they get blamed. But their diligence and 

understanding of the business typically get little 

recognition. 

To put it simply: Helping purchasing managers 

break out of this rut by giving them a visible “win” 

is how suppliers win. They gain a larger share of 

customers’ business—and, potentially, the ability to 

price their oferings at or near the upper end of each 

customer’s acceptable range. 

Why Suppliers Misunderstand 
Customers
Strategic purchases are those that a business has 

decided contribute significantly to differentiat-

ing its offerings. Most purchases are not strategic. 

Nonetheless, nonstrategic purchases can be con-

sequential, considering the large amount spent on 

them. Because companies need to make so many 

of them, the process for nonstrategic deals tends to 

be relatively simple, and the criteria for evaluating 

each decision are cursory: that it didn’t consume too 

many resources and that there are no complaints or 

problems with the item selected. 

We found that suppliers of nonstrategic products 

and services don’t fully appreciate this purchasing 

task. So when they try to land a deal, they make two 

common mistakes. 

They focus doggedly on Their offerings’ 

disTincTive feaTures even when cusTomers 

don’T wanT or need Them. The hope is that fea-

tures that go beyond the specifcations will win over 

the customer and get him or her to pay a premium. 

But trying to persuade a skeptical customer that 

such extras will add value is no easy task, as a story 

we heard from the director of supply management at 

a U.S. teaching hospital shows. She related to us how 

the salesperson for a supplier that had developed an 

antimicrobial coating for its sutures always pitched 

her that premium-priced product, even though or-

dinary sutures are fne for most surgical applications.

They offer price concessions ThaT cusTom-

ers don’T wanT. During initial requests for quotes 

for nonstrategic oferings, purchasing managers vet 

potential suppliers on basic requirements and price. 

As long as suppliers meet the former and their price 

quotes fall within a reasonable range—plus or minus 

3% to 5% of the other fnalists’ prices is common—

the purchasers let them stay in the competition and 

then ask them what else they can ofer. Many suppli-

ers’ refex reaction is to lower the price. 

But this move can actually create more work for 

purchasing managers. They often have to go back 

to the other fnalists and ofer them a chance to cut 

their prices too, to get the prices back within an ac-

ceptable range of one another. And after happily 

taking any price reductions, the purchasing man-

ager again raises the request for “something more,” 

which isn’t surprising. If the only goal was to obtain 

the lowest possible price, why would the business 

need the purchasing manager? Reverse electronic 

auctions could perform the job. P
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We discovered that even when the other final-

ist suppliers won’t reduce their prices, purchasing 

managers frequently are still reluctant to choose the 

lowest bid, fearing that it’s too good to be true. An ex-

ecutive in the construction industry told us that he 

worries such suppliers are trying to buy the business 

or do not fully understand their cost structures. In ei-

ther case, they may do one of two things if they win 

the deal: try to recoup the concession further down 

the road by charging stif penalties for any changes, 

or cut corners and compromise on quality. 

Why do suppliers fall back on these inefective 

practices rather than proposing justifiers? Many 

myopically conclude that since their basic oferings 

are more or less the same as those of competitors, it 

doesn’t pay to invest resources in selling them, and 

it’s better to focus on managing costs. That mentality 

leads suppliers to pressure their salespeople to get 

what business they can without delay, causing them 

to cut short the time they spend with most custom-

ers. As a result, salespeople sometimes ignore direct 

customer requests that can easily lead to justifers. 

At times the purchasing manager will prefer to 

do business with one of the fnalists and, rather than 

sharing a concern with all of them, will relate it just 

to that one frm. If the salesperson takes the time to 

listen and devise a solution, the purchasing manager 

has his or her justifer and can then make the deal 

and move on to other business.

This was the situation with the food safety divi-

sion of a leading pest-prevention company, which 

equipped its technicians with PC tablets that helped 

them follow service protocols and generate invoices. 

The company was looking to replace the devices, 

which were on several different leases. A thorny 

issue was that during the transition period, as old 

leases were phased out and a new one went into ef-

fect, the division would have to make double lease 

payments, which would adversely afect its bottom 

line for three months and, as a result, operations 

managers’ bonuses. 

The purchasing manager was leaning toward one 

of the equipment leasing companies on his shortlist, 

which had an especially good business relationship 

with the equipment provider. So he asked its sales 

rep: “What can we do to get rid of this overlap and 

the double lease payments?” The supplier ofered 

to defer payment on the new leases for the replace-

ment tablets for three months by consolidating the 

36 monthly payments into 33. While the company 

would actually pay the same total amount for the 

tablets, it wouldn’t get hit with two sets of bills at 

once, and the operations managers would get their 

bonuses. The purchasing manager told us that if this 

leasing company had not ofered such a solution, he 

would have taken a harder look at the other fnalists. 

How to Discover Justifiers
We studied 46 companies located in the United 

States and Europe, which operated in a variety of 

industries, including beverages, construction ma-

terials, facilities maintenance, health care, logistics 

and transportation, power generation, and stafng 

services. To get the customer perspective, we inter-

viewed the top executives, supply chain directors, 

and purchasing managers at 31 companies, and to 

get the supplier perspective, the top managers, sales-

people, and marketing and business- development 

executives at 15 companies.

From this research we learned that exceptional 

suppliers—or tiebreaking sellers—invest resources 

in a process for fnding, vetting, and developing jus-

tifers. They investigate three potential sources of 

ideas for justifers: 

How customers actually use tHe offering. 

Tiebreaking sellers coach their salespeople to ex-

plore this topic with customers and engage them in a 

conversation about their concerns. Consider Gerdau 

Idea in Brief

The Problem

In B2B markets, suppliers of nonstrategic 

products and services assume they have 

only two options for landing sales: stress-

ing features their offerings have but com-

petitors’ lack and competing on price.

The research 

A study of 46 companies found that this 

approach is ineffective, because customers 

often don’t care much about the features 

touted and aren’t seeking price conces-

sions. Once they have narrowed the com-

petition down to finalists that meet basic 

specifications and are within an acceptable 

price range, customers instead are looking 

for “something more.” 

The soluTion

Taking the time to understand the cus-

tomer’s business and priorities in order to 

identify the tiebreaking justifier—a note-

worthy extra whose value is self-evident 

and will enhance the standing of purchas-

ing managers in their organizations—will 

seal the deal more effectively.
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Long Steel North America, a leading supplier of re-

bar, the steel rods used to reinforce concrete. Rebar 

might seem like the ultimate commodity product—

one that’s difcult to diferentiate and can be sold 

only on the basis of price. But Gerdau has found that 

this is not the case.

Rebar is cut into 60-foot lengths, put into bun-

dles of one to fve tons, and strapped together at four 

or fve diferent points. If the rebar rods lie fat when 

the bundles are opened, it’s easier to feed them into 

a shearer or bender, where they’re cut to specifed 

lengths and fabricated into concrete reinforcements. 

But often the rods arrive intertwined, so a worker 

has to shake each one to get it to lie fat, which slows 

processing and adds to customers’ costs.

Gerdau learned of this issue in a quarterly busi-

ness review with one of its large customers. Many 

customers rate their suppliers and share the ratings 

with them at such reviews. At Gerdau the salesper-

son and regional sales manager usually conduct this 

meeting with the customer, but depending on the 

agenda, Gerdau senior management or experts in 

domains like metallurgy, logistics, and operations 

also may participate.

Gerdau’s salespeople have been taught to use the 

reviews to start a dialogue: Which ratings would the 

customer most want Gerdau to improve? What ex-

actly is meant by particular ratings such as “ease of 

doing business”? How could Gerdau raise its ratings? 

The sales personnel also make it a point to ask 

an open-ended question at the end of each review: 

“How can we be a better supplier to you?” That en-

courages the customer’s managers to respond in 

an expansive fashion and bring up something they 

might otherwise neglect. It was this question, in fact, 

that prompted the large customer to mention rebar 

intertwining. 

That concern was relayed to senior sales manage-

ment at Gerdau’s monthly sales meetings, where po- 

tential fxes for one-of issues are discussed and im-

plemented. It was then taken up at Gerdau’s monthly 

improvement meeting, where senior management 

and domain experts examine more-complex issues 

and investigate new ways to deliver value to custom- 

ers. Soon Gerdau fgured out the cause of the inter- 

twining: After a rod was cut to length, it would fall 

two to four feet, which imparted mechanical energy 

to it and created a whipsaw effect. The company  

then revamped its production process to pre- 

vent this from happening.

The lie-fat rods lower the cost of fabricating and 

placing rebar by around 25%, Gerdau determined. 

The competitive advantage is intuitive to custom-

ers, but by sharing these savings estimates Gerdau 

enables purchasing managers to better show their 

senior managers that they are helping reduce costs.

Randstad, a provider of temporary stafng and 

other HR services, takes a different approach to 

exploring how customers use its oferings. In addi-

tion to having its account managers probe custom-

ers’ purchasing and human resources departments, 

Randstad sends its process managers, who are  

experts in staffing practices and industry and re-

gional trends, to talk with operations managers at 

customers’ sites. The process managers use a ques-

tionnaire that starts broadly with queries about 

what kind of lead times and flexibility the cus-

tomer’s customers expect. Next, it zooms in on the  

customer’s own operations and delves into details 

such as which activities require flexible staffing 

and what skills are needed to perform those ac-

tivities. That helps the process managers identify a 

likely justifer for each customer, like assistance in 

determining how workers could be shared across 

departments. 

OppOrtunities tO integrate Offerings with 

thOse Of Other cOmpanies. Suppliers should ex-

plore how their products and services relate to other 

purchases the customer is making and how they 

might be combined to provide added value. This 

was an approach taken by a supplier of GPS devices 

to the pest-prevention outft mentioned earlier. The 

GPS company often found itself in deals that in-

volved purchases from complementary suppliers 

and took the initiative in reaching out to them. 

It won the pest-prevention firm’s business by 

proposing that it integrate its data on driver behavior  

(for example, on accelerating or braking too fast and 

excessive idling) with the data of the companies 

that maintained the pest-prevention firm’s 

fleet and supplied the payment cards the 

drivers used to buy fuel. The resulting re-

ports allowed the pest-prevention frm 

to better manage its vehicle 

maintenance costs and 
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to determine when fuel purchased on its cards was 

being pumped into unauthorized vehicles. 

The cusTomers’ business prioriTies. The top 

yearly goals of a customer’s senior management can  

be a great source of ideas for justifers. By visiting  

a customer’s website or perusing its annual 

report, a supplier can learn about initiatives 

aimed at improving safety in specific areas,  

reducing waste, and the like. Yet purchasing 

managers told us that salespeople rarely conduct 

such rudimentary background research or put in the 

time to learn about their customers’ objectives.

That’s an oversight, because a little exploration 

can go a long way. A packaging company that sells 

to Bayer CropScience, a provider of seeds, crop pro-

tection, and nonagricultural pest control, asked two 

questions at the end of the Bayer purchasing man-

ager’s quarterly review of its performance: “What’s 

important to you?” and “What do your customers 

need?” The aim of the frst was to identify the cor-

porate objectives that mattered most to the pur-

chasing manager. The aim of the second was to un-

derstand the goals that Bayer was trying to help its 

customers achieve. The packaging company learned 

that Bayer had made lowering all inventory- and 

logistics- related costs a priority and that a number 

of its customers were trying to make progress on sus-

tainability. So when the purchasing manager asked 

for “something more,” the vendor came back with 

an ofer to share its design and engineering capabili-

ties to help Bayer revamp its packaging—something 

Bayer lacked the expertise to do on its own.

The new packaging was lighter and required less 

secondary packaging, which aligned Bayer with its 

customers’ sustainability initiatives. It also let Bayer 

put more products on a pallet, allowing it to ft more 

products in each truck and stack them higher in 

warehouses. It provided a win for the purchasing 

manager, who was being evaluated on the logistics 

savings he could help generate. 

Creating New Businesses
Sometimes the search for a justifer can lead to a new 

source of revenue and proft. A service that North 

Carolina–based TLC Van/Pickup Upftters ofers il-

lustrates how. 

With value selling, suppliers build a case to prove that their offerings provide greater worth 
to customers than competitors’ do. But when purchases aren’t strategic, that approach is 
ineffective, and suppliers need something extra whose value is self-evident to win the sale.

Customer’s view of the 
purChase

Customer’s willingness  
to extensively evaluate the 
offering’s value

Deal winner

supplier’s goal

supplier’s Core offering

strategiC

The purchase significantly contributes to 

differentiating the customer’s offerings

high

QuantifieD value of offering 

The offering provides quantifiably  

higher value than that of competing 

offerings, which more than  

compensates for its higher price

a signifiCant priCe premium 

(>5%)

highly DifferentiateD

The product or service has unique 

features that customers appreciate

value selling

not strategiC

The purchase is not critical to 

differentiating the customer’s offerings

low

a “justifier”

The supplier offers an extra that the 

customer finds valuable without 

analysis and that shows the purchasing 

manager’s contribution to the business

a slight priCe premium

(3%–5%)

unDifferentiateD

The customers want only their basic 

specs met at a competitive price

tiebreaker selling

Value Selling vs. Tiebreaker Selling
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The company designs and installs shelving, 

equipment racks, and other functional items in com-

mercial vans. Most of its competitors consider their 

job done once they have completed an installation. 

Not TLC. After an installation, it will inspect custom-

ers’ vans twice a year at their locations at no charge. 

If the customer desires, TLC will then do whatever 

maintenance is needed—tighten loose bolts, fix 

shelving that is coming of the walls, repair drawers 

that aren’t working—at a reasonable price. 

This can save customers lots of money: If not ad-

dressed early on, a minor problem that TLC would 

charge $30 to fix can become a $1,000 repair and 

take a van out of service. In addition to saving feet 

managers time and hassle, TLC provides them with 

a win: It gives them concrete examples of the cost 

savings that timely repairs deliver, which the feet 

managers can pass along to their senior managers.

TLC spotted this justifer a few years ago, when 

it helped a large customer solve a problem with lad-

der racks. It learned that many technicians driving 

the vans didn’t believe it was their responsibility to 

maintain the fttings and often didn’t tell feet man-

agers about emerging maintenance issues. 

Performing the inspections has allowed TLC 

to position itself as a preferred supplier and earn 

more of its customers’ business. And the preventive 

maintenance service has become an integral part 

of the company’s oferings: Three years after it was 

launched, it accounted for 15% of TLC’s revenues.

Identifying Fresh Justifiers
By their nature, successful justifers have a limited 

life span. Customers’ priorities and concerns change, 

and competitors catch on and match your moves. 

This means that a supplier has to be on the continual 

lookout for fresh justifers. 

The exemplary suppliers we studied approach 

that task with a structured process. Take UPS. Under-

standing the ongoing need to fnd segment- specifc 

justifers, the logistics and transportation-services 

frm has reorganized its marketing and selling eforts 

around targeted industry segments such as health 

care, retail, and professional services, as well as U.S. 

regions with strong growth potential. Each segment 

and region has its own marketing and sales manag-

ers who reside in the feld.

In the past, ideas for new services and justifers 

came mainly from UPS’s new-product development 

unit in Atlanta and often took a long time to imple-

ment. Today, UPS encourages its segment and re-

gional marketing and sales managers to ofer ideas 

at periodic meetings. In addition to an annual meet-

ing in Atlanta, which they all attend, UPS holds two 

monthly teleconferences, one at the regional level 

and a second at the national level. Both conference 

calls have lots of structured brainstorming. The calls 

begin with postmortems of recent deals that UPS 

either won or lost. Participants then bring up new 

business challenges customers face and explore 

gaps between UPS’s current oferings and emerging 

customer requirements, as well as any competitor 

eforts to address the gaps. The meetings conclude 

by proposing new services and justifers that might 

efectively and proftably plug the gaps.

One new justifier that emerged from the meet-

ings was Customized Express Envelopes. During a 

regional conference call, a marketing manager noted 

that while a key requirement of professional services 

is brand building, few small and midsize frms have 

enough resources to do it. He then made a break-

through observation: Those frms used a lot of over-

night express envelopes, and those envelopes were 

largely blank. He proposed that UPS print the cus-

tomer’s logo or advertisement on them. During that 

call and the subsequent national one, participants 

fne-tuned the idea and examined its costs. Several 

account representatives then pitched it to customers 

informally and found that it resonated. After a pilot 

test yielded a reasonable increase in sales and profts, 

UPS introduced Customized Express Envelopes. UPS 

managers report that the envelopes have enabled 

them to win signifcant new business in the small to 

midsize company segment. 

Most suppliers of nonstrategic products and ser-

vices think they have few options other than selling 

on price or pushing distinctive features that don’t 

really matter to customers. In the vast majority of 

cases, these suppliers are wasting their time and 

resources. The justifier approach is an attractive 

alternative. 

But like any major change, it won’t come easily. 

It requires investments in new structures and pro-

cesses. And more often than not, it means suppli-

ers will have to change the established mind-set of 

their executives and salespeople. But the successes 

with the approach that we discovered demonstrate 

that with enough determination, even a supplier of 

a nonstrategic ofering can persuade its customers’ 

purchasing managers and leadership that it is some-

thing special.   HBr reprint R1403G
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The Boardroom’s Quiet Revolution 
Forward-looking boards have been discreetly transforming themselves. 
by Richard D. Parsons and Marc A. Feigen
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In 
the past 10 years—under pressure from 

shareholders, stock exchanges, and 

state and federal governments—cor-

porate boards have changed dramatically. A director 

returning to his or her boardroom after a 10-year sab-

batical might recognize little more than the paneling 

on the wall. 

Today regulations require that a majority of di-

rectors be independent, a practice that was previ-

ously optional. If the chairman is also the CEO, most 

boards (97% of the S&P 500) appoint a lead or presid-

ing independent director, who has much more infu-

ence in and out of the boardroom than before. The 

independent directors regularly meet in executive 

session without the CEO in the room—a relatively 

new practice. Shareholders are permitted to review 

decisions by the compensation committee, and au-

dit committee members have signifcantly expanded 

responsibility and accountability. Individual direc-

tors are required to attend meetings more often, to 

spend more time with management, and to be more 

knowledgeable about the companies they direct. 

Unfortunately, however, externally driven re-

forms have proved rather inefectual when it comes 

to improving boards’ managerial oversight. As Marty 

Lipton, a leading governance lawyer, has noted, the 

reforms sufer from a “one size fts all” problem. Im-

proving oversight involves something more than  
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imposing a structure, or requiring attendance at 

board meetings, or installing independent, suppos-

edly impartial people. “We can quote board best 

practices like catechism,” says Don Gogel, the CEO of  

the private equity frm Clayton, Dubilier & Rice, who 

sits on many boards, “but the best boards have a cer- 

tain magic.” In other words, they can pull together to 

achieve extraordinary results. Estée Lauder, for ex-

ample, hired Fabrizio Freda from outside to run the 

company and charged him with transforming the en-

trepreneurial family-run operation into a profession-

ally managed one, creating more than $19 billion in 

shareholder value. The board supported him every 

step of the way. Notable for its diversity (out of 15 

members, seven are women, two are African-Amer-

ican, and one is a Chinese national), Estée Lauder’s 

board has an unusual ability, in part because of its 

family heritage, to plan 10 or 20 years into the future 

while ensuring that it has the management capabil-

ity and the strategic vision to deliver. (Disclosure: 

Richard D. Parsons sits on the Estée Lauder board.)

To understand how such magic occurs, we in-

terviewed two dozen directors from the boards 

we most admire and coupled their insights with 

our own broad experience leading, serving on, and 

counseling boards and CEOs. We’ve observed a pro-

cess of quiet yet dramatic self-reform and continu-

ous improvement. Because the emerging practices 

take place largely behind closed doors, they are not 

widely known or discussed. Their impact on the 

quality of board governance, however, appears to be 

greater than the impact of changes that come from 

outside the boardroom (the dismissal of directors, 

the introduction of policies) and that are often high-

lighted in the fnancial press. 

In the following pages we present some strik-

ing innovations in board practice in four main cat-

egories: strategy and talent oversight, board com-

position, the quality of board discussions, and the 

board’s relationship with the CEO. These innova-

tions can help boards dramatically improve the gov-

ernance of their enterprises.

Overseeing Strategy and Talent
In the past, a typical board’s approach to under-

standing the company’s strategy often consisted of 

listening to one manager after another give formal, 

highly rehearsed, and lengthy presentations. One di-

rector we know calls presentations like these “death 

by slide.” 

Today a good board understands that directors 

must engage in a process of continual two-way learn-

ing about strategy and talent. Raj Gupta, a director at 

Delphi Automotive, HP, Tyco, and Vanguard, notes, 

“Traditionally, directors sat in the boardroom. Today 

they are out visiting the businesses.” The former 

Honeywell chairman Larry Bossidy recalls that his 

directors knew “our growth prospects by business, 

where to invest, where to divest, and where to grow.” 

The agenda for boards has also changed. The chair-

man of the Vodafone board, Gerard Kleisterlee, in-

sists that his board spend little time scrutinizing the 

previous quarter’s results. “I want to move to strate-

gic topics and people,” he says. 

Increasingly directors are learning more about 

the business and are applying their insights and un-

derstanding. For instance, Irv Hockaday, a former 

lead director at Ford, told us that more software 

 “We can quote board best 
practices like catechism,  
but the best boards  
have a certain magic.”
Don Gogel, the CEO of Clayton, Dubilier & Rice
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now goes into the Ford Focus than went into the frst 

space shuttle. Accordingly, Ford’s board is deeply 

engaged in learning to run a technology-driven com-

pany. Fabrizio Freda spends hours with his directors 

to be sure they understand Estée Lauder’s deeply 

researched 10-year “compass.” This goes far beyond 

the horizon of the typical (though signifcant) three-

year plan. 

Board leadership is especially important on is-

sues of corporate social responsibility. As Lipton re-

cently wrote, “Boards are expected to establish the 

appropriate [tone] to actively cultivate a corporate 

culture that gives high priority to ethical standards.” 

It is increasingly up to the board to ensure that the 

company is attuned to the needs of customers, sup-

pliers, communities, government, and the public. At 

Time Warner, for example, the question of what kind 

of music is appropriate for children and young adults 

became a board matter, and properly so. Ultimately, 

with the board’s concurrence, management decided 

to sell one of the company’s music labels because its 

standards were not aligned with Time Warner’s.

Another key role of efective boards is to review 

their companies’ top talent and discuss succession 

plans to maintain a deep bench. Aetna’s manage-

ment team, for instance, shares with the board the 

key development needs of each of the company’s 

top 200 executives. Ron Williams, a former chair-

man and CEO of Aetna, says, “It is important that 

the board understand the talent management pro-

cess and the data on each of the top executives. This 

is even more important than meeting executives, 

which is open to subjective interpretation in a rar-

efed environment and, frankly, the luck of the draw. 

It shouldn’t be about just seating executives next to 

directors at the dinner table, useful as that can be.” 

This growing understanding of companies’ tal-

ent is showing up in the statistics around CEO suc-

cession. According to an annual study of CEO succes-

sion at 2,500 public companies conducted by Booz & 

Company, over the past four years from 70% to 80% 

of CEOs have been promoted from inside, suggesting 

that more boards are identifying and readying inter-

nal talent for the top job.

Getting Board Composition Right 
Many directors serving on U.S. boards today are 

people of great business judgment and long and 

valuable experience. But they serve only part-time 

as directors and often lack industry expertise, mak-

ing it difcult to apply all their talents. 

That is in part a consequence of the push for inde-

pendent directors; it is challenging to fnd someone 

with deep industry knowledge who isn’t associated 

with a competitor or a related business. The result, 

as the Harvard Business School professor Jay Lorsch 

points out, is that many directors today are general-

ists. That can be problematic. “Directors who don’t 

know my business,” says the former CEO of a global 

Fortune 50 company, “are often off base. We have 

to humor them and manage them, but in truth they 

don’t add much.” 

Various approaches have been recommended  

to get around the problem. In “The Case for Profes- 

Idea in Brief

The Problem

Externally driven reforms 

have made corporate boards 

better at preventing fraud and 

protecting stakeholders’ rights 

but have had little effect on 

board performance in set-

ting strategy and supervising 

management.

The SoluTion

The authors’ study of success-

ful boards suggests that many 

of them are regulating them-

selves and developing best 

practices in four key areas:

Strategy and talent oversight. 

Good boards learn about the 

business and take an active 

role in succession planning.

board composition. More ex-

ecutives from other companies 

are recruited, performance is 

more closely monitored, and 

diversity gets more emphasis.

Quality of discussion. Direc-

tors are better prepared and 

more likely to actually visit 

operations. They consult inde-

pendent advisers more often. 

relationship with the Ceo. 

Good boards encourage the 

CEO to draw on their collective 

expertise. They also protect 

their independence by having 

 a strong lead director or non-

executive chairman. 

 “The board [needs to] understand the 
talent management process and the 
data on each of the top executives.…
It shouldn’t be about just seating 
executives next to directors at the 
dinner table, useful as that can be.”
Ron Williams, a former chairman and CEO of Aetna
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sional Boards” (HBR December 2010), Robert Pozen 

argues for a new class of “professional director,” to 

be recruited largely from the ranks of retired execu-

tives. Although that solution is somewhat extreme, 

more and more boards are looking for relevant expe-

rience. According to the global executive search frm 

Spencer Stuart, of all S&P 500 directors, the propor-

tion who are leaders of major business divisions and 

functions in other companies has risen to 22% from 

just 7% a decade ago, and the percentage of CFOs, 

treasurers, and other fnancial executives who chair 

audit committees has soared to fully a third, up from 

a mere 4% in 2002.

Boards are also more actively monitoring the con-

tributions of individual members. At one Fortune 50 

company each director is asked annually to nomi-

nate fve other directors whom he or she would wish 

to keep on the board. A director who makes no one’s 

list is asked to leave. The CEO says, “It impacts other 

directors if you tolerate a weak board member. It’s 

hard, but you have to step up to the plate.”

More and more boards value independent direc-

tors who can actually contribute. We know of one 

who resigned from the Sprint board because he be-

lieved he lacked the technology savvy that the com-

pany’s strategy required. We also met three directors 

at a Fortune 100 company who have a private deal: If 

one of them learns that the other two—or the board 

as a whole—are disappointed in him or her, that di-

rector will change or resign. Certainly an efective 

board knows that directors should be able to take 

meaningful part in discussions about strategy and 

that the judgment of independent directors must be 

informed by facts, knowledge, experience, and ex-

pertise. Gut instinct is not enough. 

The push for more-relevant experience should 

not come at the price of diversity. Like-minded in-

dividuals are susceptible to groupthink, and variety 

in age, gender, and ethnicity as well as in experience 

and training is needed to guard against the self-

confrming biases—and too easily reached consen-

sus—that often endanger businesses. Again, the 

statistics are moving in the right direction: Today 

17% of S&P 500 directors are women, up from 12% in 

2002, according to Spencer Stuart. 

Managing the Quality of the 
Conversation
One director complained to us that discussions be-

tween the management and the board of his Fortune 

50 company took place in “the land of the perfect 

question.” “Unless you posed the exactly right ques-

tion,” he said, “management could respond without 

getting to the real concern being expressed.” Good 

directors are also aware that when meeting with 

the board, even well-intentioned managers may 

succumb to a normal human tendency to overstate 

opportunity, understate risk, or sugarcoat prob-

lems. Both points reflect the shortcomings of the 

discourse in many boardrooms, and conscientious 

directors work hard to get below the surface to the 

key issues. 

 “[Some board meetings took 
place in] the land of the perfect 
question. Unless you posed 
the exactly right question, 
management could respond 
without getting to the real 
concern being expressed.”
A Fortune 50 board member
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therefore make sure to respect the boundaries. The 

Citigroup board, for example, has its own regulatory 

and fduciary counsel but is careful to limit their ad-

vice to its role as a board. 

As good as some boards are becoming, they can 

do more to enrich the quality of boardroom discus-

sions. We would like to see them cooperate with 

management on crisis simulation. No one knows 

how a board will react in a crisis until one occurs. Hu-

man nature—in terms of creativity, responsiveness, 

and leadership—is unpredictable in group situations 

where people are put under pressure. Few compa-

nies escape crises altogether; rehearsal, unusual as 

that tactic may be, might help boards better prepare 

for them. 

Engaging with the CEO
Smart CEOs know the value of good communication 

with the board and invest a lot of time in keeping 

We see individual board members spending 

more time with management in preparation for 

board meetings, and directors at some companies 

take tutorials to deepen their understanding of criti-

cal areas of the business. Kleisterlee explains, “That 

way, you can roll straight away through every board 

meeting to the critical issues we face.” The practice 

often triggers positive behaviors. When P&G direc-

tors report their fndings after a personal feld trip, 

they’re in friendly competition to be insightful and 

informed. 

Fact-fnding is not about substituting the board’s 

judgment or authority for management’s. “You 

don’t want to crowd your CEO’s real estate,” warns 

Ron Sugar, a board member at Apple, Chevron, and 

Amgen and a former chairman and CEO of Northrop 

Grumman. “You have to let your CEO and manage-

ment do their jobs.” 

Great boards get out of the boardroom as a group. 

Directors today often travel together and hold a 

meeting yearly or every other year in the feld. Most 

boards conduct annual strategic offsites at which 

issues are aired and discussion is detailed. For ex-

ample, The Hartford’s chair and CEO, Liam McGee, 

holds a two-day ofsite each year with his directors 

and management team at which the most challeng-

ing business issues are discussed. In the three years 

The Hartford has held these and similar sessions, the 

board has developed a deep understanding of the 

performance opportunities the company faces and 

has supported management in making tough deci-

sions that have driven strong results.

Finally, a growing tendency to engage outside 

experts has improved the quality of board decision 

making in recent years. Good boards now bring in 

governance experts to review their practices and 

provide clear feedback—and, of course, they rou-

tinely engage consultants when they are putting to-

gether compensation packages for the CEO and other 

top executives. 

Experts are especially helpful when there’s a risk 

that the interests of management and of the com-

pany diverge—as with decisions about compensa-

tion. When both the board and management have 

advisers on the same subject, the two sides can dis-

cuss the quality of each other’s advisers and work 

together to ensure that even if they don’t agree, they 

understand the issues at stake.

When the board engages expert advisers, how-

ever, it may be tempted to get involved in the day-

to-day management of the business. Good boards 

 “You don’t want to crowd your 
CEO’s real estate. You have to  
let your CEO and management 
do their jobs.”
Ron Sugar, a board member at Apple, Chevron, and Amgen  

and a former chairman and CEO of Northrop Grumman
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close to their board members. McGee views his board 

as a team. “Because I joined The Hartford from the 

outside,” he says, “the board and I took the time we 

needed to build trust. As a result, when we have to 

face tough challenges, we face them together. What 

makes this work is total transparency and very fre-

quent discussion.”

Bossidy is another CEO who took the trouble to 

engage with his board. “The more you educate the 

board, the less concerned you are,” he says. “They 

know what to expect. I tell the board everything. If 

you think a storm is coming, tell them.” Trevor Fet-

ter, the CEO of Tenet Healthcare, agrees. “Keep the 

conversation in the room,” he says. Ivan Seiden-

berg, a former chairman of Verizon Communica-

tions, grounded his board in the idea of growth: “I 

[wanted] them to think about building our busi-

ness for the next 100 years before thinking about 

the quarter or the equity value.” With this orienta-

tion, the board approved a $10 billion capital project 

to revolutionize Verizon’s digital capabilities—es-

sentially betting the company. A smart bet, as it 

turned out.

When Ed Breen took over at Tyco, it was on the 

edge of bankruptcy after a major scandal. While 

Breen focused aggressively on saving the company, 

he also beefed up and invested in a world-class in-

ternal audit function and sent his directors (Tyco had 

an entirely new board) into the feld to hold risk dis-

cussions with each business unit leader. 

The chairman and CEO of Frontier Communi-

cations, Maggie Wilderotter, assigns each senior 

manager a director who acts as a coach, benefting 

both the manager and the director—who, by being 

a teacher, becomes even closer to the business and 

the team. Ron Williams would travel to the home 

or ofce of each Aetna director every year to further 

board conversations, opening additional lines of 

communication and ensuring that all points of view 

were properly heard.

Close CEO engagement of this type is valuable. 

But boards must also retain their independence 

from the CEO, because it is all too easy to be cap-

tivated by a charismatic and powerful leader, es-

pecially when he or she is also in the chairman 

role. How boards support, challenge, and evaluate 

their CEOs can be a bellwether of board efective-

ness. The growing practice of executive sessions in 

which the independent directors meet alone is, ac-

cording to the governance expert Ram Charan, “the 

single most important innovation in governance to 

date.” We agree. Executive sessions enable direc-

tors to discuss concerns in a candid manner with-

out fear of offending or alienating management. 

When they work well, everyone gains—especially 

the CEO, who gets additional developmental 

support. 

At Tenet Healthcare each board meeting includes 

two executive sessions, one before the main meet-

ing and one after. Fetter says, “It is imperative that 

[these] be scheduled. This avoids an awkward mo-

ment, present in some boardrooms today, when the 

chairman or lead director at the close of the meeting 

looks around the room—with the CEO present—and 

asks, ‘Does anyone see the need for an executive 

session?’” Fetter insists that executive sessions be 

held, without him, even if it appears that they are 

unneeded. 

The key challenge at companies that hold execu-

tive sessions is how best to communicate unwel-

come conclusions to the CEO. The lead independent 

director must be effective in providing feedback. 

The best boards will often invite the CEO to return to 

the room after every executive session to hear about 

their discussions and concerns, and will wrap up the 

meeting with an agreement on next steps. It may be 

useful to put the feedback in writing, giving the CEO 

an opportunity to correct the written record before 

responding.

The pracTices we’ve described add up to a quiet rev-

olution in how boards behave, the work they take on, 

the decisions they make, and the manner in which 

directors interact with one another and with man-

agement. Viewing themselves as direct contributors 

to corporate performance, many U.S. boards have 

worked to improve the governance of their enter-

prises. As a result, they are rewarding their share-

holders and driving long-term value for employees, 

customers, and communities. 

 hBr reprint R1403H

 “I [wanted] them to think about 
building our business for the next 
100 years before thinking about  
the quarter or the equity value.”
Ivan Seidenberg, a former chairman of Verizon Communications
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Why China Can’t 
Innovate
And What It’s Doing About It

by Regina M. Abrami, William C. Kirby,  
and F. Warren McFarlan 

The Globe

T
he Chinese invented gunpowder, 

the compass, the waterwheel, pa-

per money, long-distance banking, 

the civil service, and merit promotion. Un-

til the early 19th century, China’s economy 

was more open and market driven than the 

economies of Europe. Today, though, many 

believe that the West is home to creative 

business thinkers and innovators, and that 

China is largely a land of rule-bound rote 

learners—a place where R&D is diligently 

pursued but breakthroughs are rare.

When we ask why, the answers vary. 

Some people blame the engineers. “Most 

Chinese start-ups are not founded by de-

signers or artists, but by engineers who 

don’t have the creativity to think of new 

ideas or designs,” argues Jason Lim, an edi-

tor at the website TechNode. 

Others blame the government for the 

unprecedented scale of its failure to pro-

tect intellectual property rights. Apple’s 

products have been pirated the world over, 

they point out, but only China has opened P
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ing sectors,” among them biotechnology, 

energy-efficient technologies, equipment 

manufacturing, information technology, 

and advanced materials. To that end, the 

Chinese government introduced export sub-

sidies for Chinese frms and a policy requir-

ing government ministries and state-owned 

businesses to procure goods, when feasible, 

from Chinese-owned companies. Despite 

objections that those moves violate the 

terms of China’s membership in the World 

Trade Organization, few international frms 

have left, instead resigning themselves to 

supporting innovation within China.

In fact, whereas in 2004 there were 

some 600 foreign R&D centers in China, by 

2010 that number had more than doubled, 

and their scale and strategic importance 

had increased. Pfzer moved its Asia head-

quarters to Shanghai that year. In 2011 

Microsoft opened its Asia Pacifc R&D cen-

ter in Beijing, and General Motors opened 

an Advanced Technical Center compris-

ing several engineering and design labs. 

Merck’s Asia R&D headquarters in Beijing 

is scheduled to become operational in 2014. 

There is perhaps no more potent dem-

onstration of China’s ability to set, and of-

ten realize, ambitious goals than the gov-

ernment’s backing of high-speed rail and 

eforts to put humans on the moon, both 

massive projects that require funding on a 

scale seemingly impossible in the West and 

an ability to invent and adapt numerous 

technologies. We believe such ambitions 

could jump-start innovation in much the 

same way that government-funded pro-

grams did in the United States in the sec-

ond half of the 20th century. 

Innovation from the Bottom Up 
There are limits, though, to what even so 

muscular and motivated a government as 

China’s can mandate when it comes to in-

novation. Against the government’s inten-

tions and national resources run powerful 

currents that originate in China’s Commu-

nist system and ancient culture. 

Consider how those forces can constrain 

the entrepreneurial creativity bubbling up 

in China. In the early 1990s Edward Tian 

entirely fake Apple stores filled with em-

ployees who think they work for the U.S. 

company. 

Still others blame the Chinese educa-

tion system, with its modernized version 

of what the Japanese scholar Ichisada 

Miyazaki calls “China’s examination hell.” 

How can students so completely focused 

on test scores possibly be innovators? 

From our decades of field experience 

and research in China, and the dozens of 

case studies we have collectively produced, 

we see some merit in all those views (but 

we must point out that many of the most 

innovative Western frms were founded by 

engineers). Those criticisms don’t tell the 

entire story, however. China has no lack 

of entrepreneurs or market demand. And 

given the government’s enormous wealth 

and political will, China has the potential to 

set the kind of economic policies and build 

the kind of education and research institu-

tions that propelled the U.S. to technologi-

cal dominance. But will that potential be 

realized? We see considerable challenges.

A look at how innovation is happening 

in China—from the top down, from the bot-

tom up, through acquisition, and through 

education—sheds light on the complexities 

of the issue, highlighting the promise and 

the problems China faces in its quest to be-

come the world’s innovation leader.

Innovation from the Top Down
In its 2006 “Medium- to Long-Term Plan 

for the Development of Science and Tech-

nology” (MLP), the Chinese government 

declared its intention to transform China 

into “an innovative society” by 2020 and a 

world leader in science and technology by 

2050. That was not empty talk. Beijing has 

a solid track record of setting policies and 

incentives, and then watching citizens and 

local government officials, right down to 

the village level, fall in line with them.

For nearly 40 years, in fact, the Chinese 

government has been using its wealth of 

funds and political will to stimulate inno-

vation from the top. In the 1980s and 1990s, 

China created the National Natural Science 

Foundation and the State Key Laboratory 

program, and revamped its Soviet-style 

Chinese Academy of Sciences to fund pre-

commercial university research on a peer-

reviewed (rather than a political) basis, in 

much the same way that the National Sci-

ence Foundation does in the United States. 

At the same time, the state, with support 

from regional governments, fnanced the 

development of high-tech zones to further 

innovation commercialization. Since 1985, 

when the first such zone was developed, 

in Shenzhen, they have proliferated to the 

point where they are a common stop on of-

fcial tours of any major Chinese city.

The power of the government to shape 

nascent innovative industries can be seen 

in the effects of its policies on the wind 

turbine industry. In 2002 the government 

launched an open bidding process for wind 

farm projects to encourage competition 

among turbine makers. Foreign imports 

soon fooded China’s fedgling market. In 

a pattern that it would repeat in other in-

dustries, the government then required 

state-owned enterprises to source 70% of 

their components from domestic firms. 

Foreign frms continued to invest directly 

in China, but by 2009 six of the top 10 wind 

turbine firms were Chinese. This capped 

of a remarkable growth spurt in domestic 

frms’ share of total sales, from 51% in 2006 

to 93% in 2010. 

The aim of the 2006 MLP was to reduce 

China’s reliance on imported technology 

to no more than 30% within a few years, 

to increase domestic R&D funding, and 

to leapfrog foreign rivals in what the gov-

ernment identified as “strategic emerg-

Fewer than 30

600
More than

1,200

2004
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2010

ForeIgn r&D CenTers  
Blossom In ChIna

SourceS Beijing Review, AsiA Times, PeoPle’s Daily online

108  Harvard Business Review march 2014

The gloBe

  



Brain Gain  
and drain

(Tian Suning), a U.S.-educated entrepre-

neur, founded the telecom start-up AsiaInfo 

(now AsiaInfo-Linkage), which within three 

years grew into a thriving company of 320 

people with revenue of $45 million. 

In 1996, frustrated with the slow pace of 

technological change in China’s telecom-

munications industry, then–vice premier 

Zhu Rongji convinced Tian that it was his 

duty to leave AsiaInfo in order to lead a 

new company, China Netcom, as it set out 

to build a fber-optic network linking some 

300 cities. When one of us (McFarlan) vis-

ited the company, in 2001, it was an inno-

vative frm with an open, creative culture, 

despite the fact that it was jointly owned by 

four government agencies.

In 2002, when the telecommunications 

giant China Telecom was broken apart by 

the government, its 10 northern provincial 

markets were integrated into China Net-

com. Overnight, Tian became responsible 

for an organization of 230,000. 

The culture clash between the two orga-

nizations was extraordinary. Tian was seen 

by many China Telecom employees as an 

American outsider trying to reform a state-

owned enterprise in unacceptable ways. 

Six months after the merger, McFarlan 

presented our case study on China Netcom 

to 70 senior Chinese executives, including 

20 from the telecom industry. Rather than 

draw lessons from the case about the rela-

tionship between organizational change 

and business success, the group attacked 

Tian for his “un-Chinese” ways of man-

aging—and then charged McFarlan with 

incompetence for presenting Silicon Val-

ley culture in China in such a positive light. 

Tian soon stepped down from his CEO role 

and later from the China Netcom board. 

To outsiders, China Netcom eventually 

looked like a modern telecom firm, with 

Consider the B2B portal Alibaba, which 

in 2001 was so shaky that we feared it would 

go bankrupt. But by creatively adapting for-

eign technologies to the needs of develop-

ing markets, Alibaba now serves 80 million 

customers in nearly 250 countries. The suc-

cess of its auction website, Taobao, eventu-

ally forced eBay out of China. Or take Baidu, 

the Chinese search engine leader, which 

has grown massively in its home market 

with an ofering that breaks no technologi-

cal ground and does not challenge politi-

cal orthodoxy. Having tailored its product, 

organization, and processes to the needs 

of China’s patchwork of regional markets, 

Baidu now has an 80% share of what has 

become the world’s largest search market. 

Just as Japan caught up with the United 

States technologically in many industries 

during the three decades after World War II, 

China is now doing the same through incre-

mental innovations. Adapting technology 

has become a standard and highly lucrative 

practice. Getting that technology through 

acquisitions, though, is an important new 

trend.

innovation by acquisition 
Much has been written about the current 

wave of Chinese overseas direct invest-

ment, most of which has focused on com-

modity resources, particularly in Africa and 

Latin America. The turn toward the United 

States and Europe for technology, however, 

is no less signifcant. Tired of paying licens-

ing fees and royalties, Chinese frms have 

increasingly, and with their government’s 

the governance structures needed to be 

listed on international stock exchanges. 

But it remained at heart a state-owned en-

terprise. When we teach our current case 

on China Netcom, we ask MBA students to 

scour the company’s board for the real boss. 

Where, we ask, is the party secretary? The 

Communist Party requires a representative 

to be present in every company with more 

than 50 employees. Every frm with more 

than 100 employees must have a party cell, 

whose leader reports directly to the party 

in the municipality or province. These re-

quirements compromise the proprietary 

nature of a firm’s strategic direction, op-

erations, and competitive advantage, thus 

constraining normal competitive behavior, 

not to mention the incentives that drive 

founders to grow their own businesses. 

But even if the government were to dis-

band party cells and instead redouble its 

eforts to encourage breakthrough innova-

tion, there remains an even stronger disin-

centive: the economic realities of the mar-

kets in which Chinese companies operate. 

Why go to the trouble to pioneer innovative 

offerings when the rewards and growth 

prospects for incremental improvements 

are so vast, both at home and abroad?
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encouragement, sought to buy, rather than 

rent (or steal), breakthrough innovation 

capabilities through acquisitions of both 

technology and talent.

Take the case of Huawei. William Plum-

mer, the company’s Washington, DC–based 

vice president for external afairs and a for-

mer U.S. diplomat, once portrayed the tele-

com powerhouse as “the biggest company 

you’ve never heard of,” a claim few would 

make today, especially given its 16 R&D 

centers around the world and the contro-

versies regarding its acquisition attempts 

in the United States. 

Haier, a leading Chinese appliance and 

consumer electronics manufacturer, has 

a similarly wide network of global design 

and R&D centers in the United States, Japan, 

Korea, Italy, the Netherlands, and Germany. 

For Chinese auto manufacturers, Turin, 

Italy, is the place to be, with JAC, FAW, and 

Chang’an operating R&D centers there. 

Anti-Western cultural currents may be 

strong at home, but private Chinese frms 

operating overseas have embraced local se-

nior talent. Plummer, for example, is hardly 

the only high-ranking Westerner who has 

worked at Huawei. In 2010 the company re-

cruited John Roese, the former chief tech-

nology officer of Nortel, to lead the com-

pany’s North American R&D efforts, and 

a year earlier former British Telecom CTO 

Matt Bross was brought in to oversee Hua-

wei’s entire $2.5 billion R&D budget and op-

erations. Both had reported directly to Hua-

wei’s founder and chairman, Ren Zhengfei, 

a former Chinese military ofcer. Similarly, 

turbine manufacturer Goldwind recruited 

American Tim Rosenzweig, an established 

fgure in the clean-energy feld, to serve as 

the first CEO of its U.S. operations. He in 

turn brought in executives with records 

distinguished by cross-cultural experience 

and industrial expertise.

Machinery manufacturer Sany, whose 

main international competitors include 

Caterpillar and Komatsu, initially at-

tempted to succeed in the European and 

U.S. markets by relying on homegrown 

talent and technology. But a few missteps 

encouraged the frm to establish R&D cen-

ters closely tied to its European and U.S. 

regional headquarters and to staff them 

with professionals from those countries. 

And Sany’s 2012 acquisition of Putzmeister, 

Germany’s leading cement pump maker, 

gave the company access to a onetime com-

petitor’s technology. 

In short, we see Chinese frms making 

a concerted—and effective—effort to fill 

major gaps in their innovation capacity 

through increasingly widespread foreign 

acquisitions and partnerships. 

Still, to become a leading force for inno-

vation in the 21st century, the Chinese need 

to be nurturing the innovators of the future. 

That is the job of Chinese universities.

Innovation Through the  
Next Generation
In the frst half of the 20th century, China 

developed strong state-run institutions 

(Peking University, Jiao Tong University, 

National Central University, and, at the 

apogee of research, the Academia Sinica). 

These were accompanied by a creative 

set of private colleges and universities 

(Yenching University, St. John’s University, 

and Peking Union Medical College, to name 

but a few). All were Sovietized in the 1950s 

and destroyed in the political turmoil of the 

Cultural Revolution.

Now Chinese universities are back. 

Take Tsinghua University. It was founded 

in 1911 with American-returned funds from 

the Boxer Indemnity as a two-year liberal 

arts college to prepare students for study in 

the United States. It became a comprehen-

sive university in Nationalist times (John 

Fairbank, the founder of modern Chinese 

studies in the United States, learned his 

Chinese history there in the 1930s) and a 

Soviet-style polytechnic university in the 

1950s. It is now reclaiming its place as a 

great comprehensive university—more 

difficult to get into than Harvard or Yale. 

In 2016 Tsinghua will open its first truly 

international college—Schwarzman Col-

lege, named for the U.S. donor Stephen A. 

Schwarzman—to 200 postgraduate stu-

dents annually from around the world. The 

Schwarzman Scholars who reside there 

will, Tsinghua believes, be the Rhodes 

Scholars of the 21st century. 

Simply in terms of the number of stu-

dents educated, the recent changes in 

China’s postsecondary education system 

are more dramatic than even the great 

postwar expansion of higher education in 

the United States or the growth of mass-

enrollment universities in Europe in the 

1970s and 1980s. After a decade in which 

most were shuttered, in 1978 Chinese uni-

versities opened their doors to fewer than 

1 million students. By 1998 enrollment 

had reached 3.4 million, far short of the 

14.5 million attending in the United States 

The Chinese have come to 

believe the mantra of many 

American colleges that the 

best leaders are those with 

the broadest education in 

the liberal arts. The goal of a 

liberal education is not to train 

specialists but to educate the 

whole person to be curious, 

thoughtful, and skeptical. 

Today all Peking University 

students, even in its Guanghua 

School of Management, take 

multiple courses in the liberal 

arts, including literature, 

philosophy, and history. The 

university also boasts an elite 

liberal arts curriculum in the 

Yuanpei Program, named for 

Peking University’s famous 

German-educated chancel-

lor of the early 20th century, 

the philosopher Cai Yuanpei. 

Across the street, Tsinghua’s 

School of Economics and 

Management has implemented 

what is perhaps the most 

imaginative program in liberal 

arts and general education in 

any Chinese university.

The most important revolu-

tion in Chinese higher educa-

tion today may not be its size 

and scope but the fact that 

even under the leadership of 

engineers, top institutions 

have come to understand that 

an education in the absence of 

the humanities is incomplete. 

Perhaps this is because educa-

tion leaders in China know 

better than anyone what can 

happen when a society loses 

its cultural foundations. This is 

an education revolution within 

a revolution, the outcome of 

which is not yet clear.

Creating Leaders Through the Liberal Arts 
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at the time. In 2012 23.9 million students 

attended institutions of higher learning in 

China—some 4 million more than the en-

rollment at U.S. colleges and universities. 

Private colleges and universities now ac-

count for more than a quarter of all higher 

education institutions in China, and they 

are growing at a faster rate than public ones. 

Large companies are also getting involved. 

Alibaba’s Taobao unit, for instance, has es-

tablished Taobao University, initially to train 

e-business owners, managers, and sales-

people. In time it will ofer business educa-

tion to more than a million online students. 

China will soon turn out more PhDs 

each year than any other country in the 

world, as Chinese universities aim to be 

cradles of high-level, creative research and 

forces capable of transforming research 

and innovation into higher productivity. 

The Chinese government and many other 

sources are pumping enormous revenues 

into the leading institutions. Within 10 

years, the research budgets of China’s elite 

universities will approach those of their U.S. 

and European peers. And in engineering 

and science, Chinese universities will be 

among the world’s leaders.

Will Chinese universities set global 

standards in the 21st century? It is pos-

sible (even though none currently ranks 

in the global top 50) simply because of the 

resources they are likely to have. But the 

more important question is whether China 

has a good institutional framework for 

innovation.

Our answer at present is no. The gov-

ernance structures of China’s state-owned 

universities still leave too many decisions 

to too few, too self-important, people. 

Chinese universities, like state-owned 

enterprises, are plagued with party com-

mittees, and the university party secretary 

normally outranks the president. While 

a few extraordinary party secretaries are 

central to their universities’ success, as a 

rule this system of parallel governance lim-

its rather than enhances the fow of ideas. 

The freedom to pursue ideas wherever 

they may lead is a precondition for innova-

tion in universities. But by any comparative 

gence of what Schumpeter called the true 

spirit of entrepreneurship? On this we have 

our doubts.

The problem, we think, is not the in-

novative or intellectual capacity of the 

Chinese people, which is boundless, but 

the political world in which their schools, 

universities, and businesses need to oper-

ate, which is very much bounded. 

HBR Reprint R1403J

measure, faculty members in Chinese insti-

tutions have little or no role in governance. 

Indeed, it was not a good sign when China’s 

then–vice president (now president), Xi 

Jinping, visited China’s leading universi-

ties in June 2012 to call for increased party 

supervision of higher education.

PeRHaPs aBsolute innovation, like abso-

lute leadership and power, is overvalued. 

In industry, as in education, China can en-

joy for some time what Joseph Schumpeter 

called the latecomer’s advantage: the abil-

ity to learn from and improve on the work 

of one’s immediate predecessors. 

Certainly, China has shown innovation 

through creative adaptation in recent de-

cades, and it now has the capacity to do 

much more. But can China lead? Will the 

Chinese state have the wisdom to lighten 

up and the patience to allow the full emer-
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Who Can You Trust?
Before putting faith in others, consider 
these four principles. by David DeSteno

Managing Yourself

I
magine that you’re negotiating a multiyear deal to 

provide outsourcing services to a large company. The 

client tells you that her frm wants to sign on for a 

certain level of services, but she’d like you to be willing to 

deliver more on the fy, trusting that you’ll be able to work 

out terms for the additional resources as the need arises. 

Should you agree?

Or imagine that a potential business partner wants to 

buy $12 million worth of services from you but can spend 

only $10 million because of temporary budget constraints. 

He dangles the prospect of long-term revenue opportuni-

ties in exchange for the discount but says he can’t commit 

to anything yet. Should you give him the deal? 

Situations such as these present dilemmas for any man-

ager. The answers aren’t obvious. If you choose to trust new 

clients, contractors, or collaborators, you make yourself 

vulnerable: Your outcomes, fnancial and otherwise, now 
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depend on their fdelity. But if you insist 

on verifying each claim and accounting for 

every detail before a deal is signed, you’ll 

slow the process and increase costs, po-

tentially putting yourself at a disadvantage. 

The two scenarios above come from a 

friend of mine—let’s call him Rob—who is 

a partner at one of the world’s largest con-

sulting frms. (Since we’re talking about 

trust, we’ve used a pseudonym to protect 

his anonymity as well as his frm’s and his 

clients’.) Although he agreed to both cli-

ents’ proposals, the decisions to trust led 

to very diferent outcomes. The frst client 

took Rob’s assent as confrmation that she 

and her very large frm held the power in 

the relationship and could therefore dic-

tate terms for future work; as time went on, 

she made it clear that if the increasingly 

unreasonable demands of the frm weren’t 

met, it would simply move on to another, 

more willing provider. The second client, 

by contrast, proved trustworthy, and the 

long-term revenue it generated for Rob’s 

company more than compensated for the 

discount granted in the initial agreement. 

Success in business unquestionably 

requires some willingness to cooperate 

with and have faith in others. The ques-

tion is, how much faith and in whom? 

Decades of scientifc research show that 

people’s accuracy in deciding if another 

can be trusted tends to be only slightly 

better than chance. But this isn’t because 

trustworthiness is completely unpredict-

able. It’s because the guidelines most of us 

use to make such predictions are fawed. 

We place too much emphasis on reputa-

tion and perceived confdence, ignoring 

the fact that human behavior is always 

sensitive to context and can often be bet-

ter assessed by our own intuition. 

So when your company’s money and 

resources are on the line, how can you do a 

better job of gauging trustworthiness and 

thereby improve your likelihood of suc-

cess? This article draws on emerging re-

search to show how trustworthiness works 

and ofers four points to keep in mind the 

next time you’re deciding whether or not 

to do business with a new partner.

Integrity Can Vary
Most people use reputation as a proxy for 

integrity. Has the company been reliable 

in the past? Would previous customers 

endorse it as a good business partner? 

Answers to such questions are some of the 

most sought after in the world of com-

merce. Dozens of websites and resources, 

from Angie’s List to Stack Overfow, have 

sprung up to meet the demand. But there’s 

a problem with such strategies. Contrary 

to common belief, integrity isn’t a stable 

trait: Someone who has been fair and hon-

est in the past won’t necessarily be fair and 

honest in the future. 

To understand why, we need to 

abandon the notion that people wrestle 

with “good” and “evil” impulses. Except 

in cases of serious psychopathology, the 

mind doesn’t work that way. Rather, it 

focuses on two types of gains: short-term 

and long-term. And it’s the trade-of 

between them that typically dictates 

integrity at any given moment. Individu-

als who break a trust—by promising work 

they won’t or can’t deliver, for instance—

may reap an immediate reward, but they 

reduce the likelihood of accumulating 

greater benefts from exchange and 

cooperation with the same partner (and 

perhaps others) in the future. Which out-

come is better? It depends on the situation 

and the parties involved. 

Take cheating. Claremont McKenna 

psychologist Piercarlo Valdesolo and I 

have conducted many experiments on the 

topic, and one surprising (if dishearten-

ing) result we have found, time and again, 

is that 90% of people—most of whom 

identify themselves as morally upstand-

ing—will act dishonestly to beneft them-

selves if they believe they won’t get caught. 

Why? Anonymity means no long-term 

cost will be exacted. Even more startling 

is the fact that most of those who cheat 

also refuse to characterize their actions 

as untrustworthy; they rationalize their 

behavior even while condemning the 

same in others. 

The upshot is clear. Trustworthiness 

depends on circumstances. If a contractor 

guaranteeing work is under signifcant 

pressure to cut costs to meet end-of-year 

targets, her focus might shift to short-term 

concerns, causing her integrity to slip. 

Similarly, if a salesperson is about to close 

a big deal but plans to leave his frm within 

a short time, the calculus becomes quite 

simple: Agree to the prospect’s demands, 

and damn the consequences. So remem-

ber, a reputation earned doing business 

with one customer with one set of costs 

and benefts can’t be relied on to hold up 

when trade-ofs or accountability change.

Power Does Corrupt 
Which man do you expect to be more 

honest: the one wearing an Armani suit or 

the one wearing a sport coat from Men’s 

Wearhouse? Although clothes might seem 

irrelevant, research by Paul Pif, a social 

psychologist at Berkeley, suggests that 

indicators of socioeconomic status can 

predict trustworthiness. It turns out that 

increasing status and power go hand in 

hand with decreasing honesty and reli-

ability. In one experiment, for example, 

Pif and colleagues asked participants to 

play the part of a job recruiter. The partici-

pants were told about an open temporary 

position that would last for no longer than 

six months, and about a well-qualifed 

applicant who was interested only in a 

long-term role. When asked to prepare 

their pitches to woo this applicant, those 

recruiters with a higher socioeconomic 

status not only neglected to tell the ap-

plicant that the job was temporary but also 

told the study’s leaders that they would lie 

about the job’s duration if asked. 

From this and other fndings, you 

might think that the rich are simply less 

trustworthy than the poor, but that’s 

not exactly the case. A person’s honesty 

depends on his or her relative feelings 

of power—or vulnerability—not on how 

much he or she has in the bank. Work by 

University of Cologne psychologist Joris 

Lammers proves the point. Lammers 

randomly assigned people to be a “boss” 

or a “follower” in an ofce simulation 

and found that most people temporarily 
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elevated to more-senior roles displayed 

a higher degree of hypocritical behav-

ior—they were quick to condemn others 

for unethical, self-interested behavior but 

judged their own similar actions to  

be acceptable. 

When someone has a higher status 

than you, or even just thinks he does, his 

mind tells him that you need him more 

than he needs you. Consequently, he’s 

more likely to satisfy short-term desires 

and worry less about the long-term 

consequences of being untrustworthy. So 

when deciding whom to trust, you have to 

consider power diferences, including new 

and temporary ones. If a potential collabo-

rator has just been promoted or has landed 

a big deal, he might regard some relation-

ships as less important. And although top 

frms often have great reputations, that 

doesn’t mean they treat their small clients 

as well as their larger ones. 

Confidence Often Masks 
Incompetence
Of course, integrity isn’t everything. 

Competence counts, too: Honorable inten-

tions don’t matter if a person’s capabilities 

aren’t up to the task. Our minds recognize 

this fact from a surprisingly early age. For 

example, children as young as four are 

more apt to seek and believe information 

from instructors whom they perceive to 

be more competent, according to research 

by Harvard professor Paul Harris. 

Confdence is so alluring that we’re of-

ten willing to trust anyone who expresses 

it, especially when money or other re-

sources are at stake. For example, people 

are more willing to trust and use informa-

tion ofered by confdent-looking others 

when working on problems for which they 

could earn a proft, as work by University 

of British Columbia psychologists Jason 

Martens and Jessica Tracy demonstrates. 

Similarly, in my own research with Lisa 

Williams, of the University of New South 

Wales, we found that people expressing 

pride in newly formed working groups 

were the ones who quickly rose to posi-

tions of leadership, even though the abili-

ties that their pride stemmed from were 

not relevant to the task at hand. 

But too often we mistake people’s self-

confdence for true ability. If someone can 

back up his or her bravado with consistent 

performance, there’s no harm done. If 

you fall for empty (or deluded) posturing, 

however, it’s a problem. 

What’s the best way to assess com-

petence? Do your homework. Although 

reputation isn’t always a good indicator  

of integrity, it is a solid predictor of com-

petence. That’s because capabilities are 

relatively stable regardless of trade-ofs  

in rewards and thus aren’t subject to a 

moral calculus. So when you perceive 

confdence in a company’s leaders, talk  

to current and previous employees, 

 suppliers, and customers to verify that  

it is warranted.

It’s OK to Trust Your Gut
Researchers in the academic, business, 

and military communities have spent 

years trying to uncover a few simple meth-

ods for detecting trustworthiness but, de-

spite their best eforts, continue to come 

up short. All those books promising to 

teach you how to spot liars through body 

language? None has empirical support. 

And, as a recent report by the Government 

Accounting Ofce revealed, even the tac-

tics Homeland Security and TSA agents are 

trained to use don’t work reliably. 

The temptation, of course, is to look 

for one “tell” that indicates someone can’t 

be trusted. Is it a false smile? Shifty eyes? 

The reality, though, is that any single cue 

is ambiguous. If someone touches her face, 

she might subconsciously be trying to hide 

something—or she might have an itch. To 

accurately infer another’s intentions, you 

need to look for a set of cues—gestures 

that together can more accurately predict 

or reveal motivation. The good news is 

that most of us do this instinctively.

In a recent experiment with colleagues 

at Cornell and MIT, we flmed people hav-

ing a brief “get to know you” conversation 

either face-to-face or via online chat just 

before they played an economic game that 

Contrary to popular wisdom, there’s no 

single “tell” that will help you detect 

untrustworthiness. Rather, you need to 

look for these four clues together to more 

accurately predict whether someone is 

worth trusting—or not. 

Four Signals That 
Someone Can’t Be Trusted

CrOssInG arMs

LeanInG awaY 
frOM a parTner

Hand TOuCHInG

faCe TOuCHInG

eXperIenCe

114  Harvard Business Review March 2014

  



pitted self-interest against cooperation. 

Although the average level of cooperation 

was equal in both groups, people’s predic-

tions for how fairly their partners would 

act when making monetary exchanges 

were signifcantly more accurate when 

they had previously interacted face-to-

face. This meant that a trust-relevant 

signal had to exist.

To fnd out what it was, we compared 

sets of nonverbal cues we had collected 

from the recordings to see which of them 

predicted untrustworthy behavior. We 

found that four—leaning away from a part-

ner, crossing one’s arms, hand touching, 

and face touching—were reliable indica-

tors when occurring together. The more 

frequently an individual expressed all four 

cues, the more self-interest she showed 

by refusing to share profts with a partner. 

And the more times a partner saw her 

display those cues, the more the partner 

expected her to cheat. Most interesting of 

all, the face-to-face participants had no 

awareness that they were using the cues 

to make inferences about trustworthiness; 

they had developed more-accurate intu-

itions without being able to say why. 

We then repeated the experiment, 

with one important change: Participants 

conversed not with another human but 

with a humanoid robot that had been pro-

grammed to express either the four target 

cues or neutral ones. The robot provided 

David DeSteno is a professor of  
psychology at Northeastern University  

and the author of The Truth About Trust:  
How It Determines Success in Life, Love, 
Learning, and More (Hudson Street Press, 2014).

from the multitude of nonverbal cues 

unimpeded by analytical interference.

Of course, you shouldn’t blindly trust 

your intuition. But you should use it as 

a valuable piece of information. Know-

ing the right cues to look for will also 

increase your accuracy, since you’ll be less 

infuenced by common misperceptions 

about trust. Remember, though, that body 

language gives insight into a partner’s cur-

rent intentions only. Even greater accuracy 

comes from considering the changes in 

circumstance that may lie ahead.

IS It better to trust than not? If you 

know nothing about potential partners’ 

situations and can’t interact with them 

face-to-face, the answer is probably yes. 

Most accepted models suggest that a  

bias toward trusting is better when you 

have no information to go on, as the  

gains from long-standing relationships 

tend to outweigh one-time losses. But 

when you do have a sense of your 

counterpart’s situation and can connect 

face-to-face, you should dispel your 

notions about how trust works and 

remember these four rules.  

Hbr reprint R1403K

exacting control: It could repeat the target 

gestures with a precision that no human 

actor could achieve, meaning that we 

could ascertain the power of the four cues. 

And the results were what we’d predicted: 

When people saw the robot express the 

target cues, they reported trusting it less 

and expected it to cheat them more.

These fndings demonstrate that our 

minds come with built-in trust detec-

tors. They also reinforce how valuable 

intuitions, or gut feelings, can be. The 

problem is that managers and negotiators 

often suppress their intuitive machinery 

by either (a) ignoring it in favor of what 

they believe to be more rational predictors 

for trustworthiness, such as reputation or 

status, or (b) mistakenly looking for the 

wrong nonverbal “tells.” 

I suggest allowing your mind to arrive 

undisturbed at a judgment. Recent re-

search led by Marc-André Reinhard of the 

University of Mannheim confrms the ef-

cacy of this approach. The researchers had 

participants watch videos of honest and 

deceptive people. Immediately afterward, 

half the participants were encouraged to 

deliberate on who was trustworthy, while 

the others were told to distract themselves 

with a diferent task. The latter group 

proved to be signifcantly more accurate in 

subsequently identifying who was trust-

worthy. Why? Distraction allowed their 

nonconscious minds to extract meaning 

How to Prompt 
Trustworthiness 
in Others

be Generous 

Feelings of gratitude foster trust-
worthy behavior. 

In recent studies, my team and 
I asked participants to tackle a dif-
ficult problem and then introduced 
a “benefactor” to help them solve it. 
In subsequent tasks, participants 
who had expressed more gratitude 
to their benefactors were not only 
more likely to work harder to assist 
and protect them but also split 
profits more evenly with them. 

Lesson: Giving new partners a 
reason to feel grateful to you is a 
win-win: They benefit in the short 
term from your generosity and you 
reap the rewards of their loyalty.

emphasize Similarity

We instinctively make assess-
ments about which partners are 
worth the risk of trusting using a 
very simple shortcut: similarity. 

In a recent study, Piercarlo 
Valdesolo and I manipulated 
subjects’ perceptions of themselves 
vis-à-vis others in subtle ways— 
for example, by having them 
wear the same color wristbands 
as strangers. Those assigned to 
be “linked” felt more compassion 
toward their partners and more 
frequently came to their aid, even 
at a cost to themselves. 

Lesson: Emphasizing common 
ground increases the likelihood  
that your counterpart will see  
you as someone with whom it’s 
possible to build a lasting and 
beneficial relationship.

Don’t Punish

threats of punishment can pre-
vent untrustworthy behavior in 
the moment, but such strategies 
can become counterproductive. 

For example, in a recent Leiden 
University study, participants 
playing a “public goods” game who 
were told at the outset that they 
would be sanctioned for siphoning 
profits from the group to benefit 
themselves showed less faith in one 
another and were less cooperative 
than those who hadn’t been given 
that warning.

Lesson: Because threats and sanc-
tions reduce the belief that every-
one is intrinsically motivated to be 
honest, they make new partners 
less likely to take risks to support 
one another.
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Charlene Thompson reached for her 

phone on the nightstand. It was 

still before 6:00 am, so the iPhone’s 

glow was the only light in the room. Her 

husband, James, turned over and groaned.

“That’s a horrible habit,” he said. “You 

should always have cofee before checking 

your in-box.”

“This is important, honey,” she whis-

pered. “I need to see what’s happening 

with the contest.”

Charlene was the head of public rela-

tions for Canadian Jet. Yesterday, with the 

help of the company’s PR frm, Wrigley & 

Walters, the airline had launched its 

frst Twitter contest: The person who 

posted the most creative tweet using the 

hashtag #CanJetLuxury would win two 

round-trip tickets to any of the company’s 

destinations.

For Charlene, who had led the 

airline’s communications for 15 years, 

this campaign was critical. Six months 

before, a third of Canadian Jet’s feet had 

been grounded for a week owing to some 

engine safety concerns, causing a slew of 

cancellations and delays. There had also 

been some negative press about the air-

line’s approach to labor relations following 

a threatened strike by the ground crews. 

The team at Wrigley & Walters had de-

signed the campaign to restore Canadian 

Jet’s image as a preferred carrier. 

“Shoot. This isn’t good,” Charlene said 

as she scrolled through an endless string 

of tweets. 

“What? It’s not catching on?” James 

asked groggily.

“Just the opposite. But not in a good 

way.” She read a few of the tweets: “‘Get-

ting to my destination without the engine 

catching fre #CanJetLuxury’; ‘Being 

stranded 3,000 miles from my family for 

two days straight #CanJetLuxury’;  ‘#Can-
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JetLuxury is getting away with not paying 

employees fairly.’”

“Ouch,” James said.

This is completely backfring, Charlene 

thought as she got out of bed. 

“Where are you going?” he asked. 

“I need to call Jerry.”

7:30 am 
Jerry Schneider, Canadian Jet’s CEO, was 

tapping his fngers on his desk while 

he and Charlene waited for the others 

to arrive. He hadn’t said much yet, but 

Charlene could tell that he was feeling the 

stress, too. 

Tim Powell, Charlene’s director of so-

cial media, showed up with Andrea Kemp, 

the company’s account manager from 

Wrigley & Walters. Both looked fustered.

“Sorry,” Tim said. “We had trouble get-

ting Andrea’s pass.”

Andrea shook Jerry’s hand and started 

speaking before she sat down. 

“OK, so we knew this was a risk going 

in, right? People love to complain on the 

internet, especially when they can essen-

tially be anonymous like this.” Charlene 

knew Andrea’s fast talking wasn’t a sign 

of nerves. She was the sort of person who 

was energized by a crisis. And she was 

right—throughout the planning process, 

she’d reminded Charlene and her team 

that critics could use social media cam-

paigns like this one to bash the company. 

JPMorgan Chase had been a recent victim 

of hashtag backlash after launching a 

Twitter Q&A, she had told them, and she 

had sent around a Forbes.com article 

about how one of McDonald’s campaigns 

had resulted in a “bashtag.” She reminded 

them now of those cases. 

“Knowing we’re in good company isn’t 

much comfort,” Jerry said. He asked Tim 

for an update.

“They’re still coming in: 200 more 

tweets with the CanJetLuxury hashtag 

since 6:00 am. The majority are fne—

good, even—but there are some doozies.”

Jerry rolled his eyes. “I don’t even want 

to hear any more.”

“And we’ve started trending, which 

isn’t great, given the circumstances,”  

said Tim.

“How do we stop trending?” Jerry asked. 

The CEO was three decades removed 

from the millennials, and although he did 

his best to keep up with social media, he 

wasn’t as savvy as Tim or Charlene.

“We could change the hashtag and get 

people to start using a new one,” Tim sug-

gested. “Other companies have done that.”

“And it’s worked,” Andrea noted. “By 

focusing people on the new hashtag, you 

draw attention away from the one that 

was causing problems, and people are 

less inclined to throw in their own witty 

insults. It could take a few days for the old 

hashtag to peter out, though.” 

“So we could save the contest and let 

this whole mess blow over?” Jerry asked.

“Or we could just end the contest alto-

gether,” Charlene ofered. 

“Yes, you might remember that’s what 

JPMorgan did,” Andrea said. “When peo-

ple hijacked the hashtag to tweet about 

‘capitalist pigs,’ they canceled the Q&A.” 

“And they came of looking like the ar-

rogant jerks everyone was claiming them 

to be,” Tim said. 

Andrea nodded. “Let’s not jump the 

gun here. Most of these tweets are posi-

tive. They say some lovely things about 

customers’ experiences with Canadian Jet. 

If you cancel, you may alienate the people 

who sent in genuine entries and are hop-

ing for those round-trip tickets. It may be 

better to ignore the bashes and focus on 

the good publicity you’re getting.” 

“And when the press starts calling?” 

Charlene asked. She worried it was just a 

matter of time before she would have to 

start felding questions.

“You take the high road and say how 

pleased you are with the positive re-

sponses,” Andrea suggested.

“So far I’m not loving any of these op-

tions,” Jerry said.

Tim cleared his throat. “We could 

apologize. It’s worked for us in the past.” 

Three years back, one of the operations 

VPs had come up with the idea to make 

buttons with “We’re sorry” in big black let-

ters and have fight attendants, pilots, and 

airport staf wear them whenever a fight 

was delayed or canceled, even if it wasn’t 

the airline’s fault. Customer response 

to the tactic had been overwhelmingly 

positive. The buttons had even helped win 

the airline an industry customer service 

award.

“But what exactly are you apologiz-

ing for here?” Andrea asked. “You just 

launched a contest. You didn’t exploit po-

litical events like Kenneth Cole did or pull 

a Home Depot and send out a picture that 

people thought was racist. It makes sense 

that those companies said they were sorry, 

but you haven’t done anything wrong.”

“That’s not what these people think,” 

Charlene said, pointing to her iPad. She 

read a few of the latest tweets. “‘Arriving a 

day late to your daughter’s wedding #Can-

JetLuxury’; ‘Screwing your workforce 

#CanJetLuxury.’”

“Enough,” groaned Jerry, holding his 

head in his hands. The room was silent. 

“I’m willing to take a stab at an apology,” 

Charlene said. “I’m not sure exactly what 

it’s going to say, but give me an hour.” 

8:30 am
Charlene stared at the blank Word docu-

ment on her screen. She typed: On behalf 

of Canadian Jet, I’d like to apologize for the 

feelings that this contest brought up. She 

hit Delete. We at Canadian Jet are sorry 

for disappointing our customers. We’re 

committed to— “That doesn’t work, either,” 

she said out loud to her computer, press-

ing the backspace key. She tried a more 

direct approach: We’re sorry that our 

“ If you cancel,  
you may alienate 
the people who 
sent in genuine 
entries.”
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planes sometimes break, that you think we 

treat our employees unfairly, and that you 

don’t like our contest.

Her assistant poked her head in the 

door. “I’ve got Carrie Schultz on the line.” 

This ought to be fun, Charlene thought as 

she picked up the phone.

Carrie, a blogger for PR News, ex-

plained that she was working on a piece 

about social media gafes and wondered if 

Charlene wanted to comment on the crisis 

in progress.

“I wouldn’t call it a ‘crisis.’ A handful of 

people poking fun at your business doesn’t 

constitute a crisis.”

“Are you willing to explain on the record 

why you’re ignoring the responses? You 

keep sending out tweets as if everything is 

going smoothly.”

Charlene quickly pulled up the airline’s 

Twitter feed and saw that a tweet had 

gone out at 8:00 am: “Keep the responses 

coming. At this rate, it’s going to take years 

to judge this contest!” She put her phone 

on mute and yelled to her assistant to get 

Tim. 

She could hear him running down the 

hallway. He looked ashen reading the 

tweet on her screen. She pointed to the 

receiver and mouthed, “Carrie Schultz.”

She took the phone of mute. “We’re 

not ready to comment just yet, Carrie.”

“You’d better get ready,” she responded. 

“You’re trending, you know.”

9:00 am

“Never mind arrogant. We look completely 

tone-deaf at this point,” said Jerry, his  

face red.

Tim was about to say something when 

Andrea cut in. “I’m sorry. This is our agen-

cy’s fault. We wrote the tweets yesterday 

and scheduled them to go out throughout 

the day. We were trying to save some time.”

“Jerry, we’ve turned of the automatic 

tweets,” Charlene assured him. “But still—

we’ve got to fgure out what we’re doing. 

And fast.” 

“What about the apology?” Tim asked. 

“Andrea was right,” Charlene sighed. 

“It’s hard to know exactly what we’re 

apologizing for. The only thing I can think 

to say is, ‘Sorry we’ve disappointed you in 

various ways over the past 10 years.’”

“What’s wrong with that?” Tim asked. 

Charlene looked over at him to see if he 

was joking. He wasn’t smiling. 

“We look like chumps, that’s what,” 

Jerry said, his voice rising.

“So, are we pulling it?” Tim asked. They 

all looked at Jerry. 

“What else have we got for this year?”

“This is our biggest social media cam-

paign,” Charlene replied. “We’ve planned 

a few other things, but nothing on this 

scale.” She tried not to look at Andrea. 

Her agency was as much on the line as 

Canadian Jet.

“This is not a lost cause,” Andrea said, 

still utterly composed. “It’s been less than 

24 hours. I’m telling you, this thing may 

die down as quickly as it heated up.” 

HBR.ORG  
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“I understand why you want to save this, 

Andrea. But we need to be cautious here,” 

Charlene said. “Canadian Jet can’t sufer 

another PR problem.”

Jerry sat down heavily in his chair. “I 

know we normally take your frm’s advice 

on these things, Andrea. You’re the 

experts here, but you’re also the ones who 

got us into this mess.” He turned to Char-

lene. “As our spokesperson, I’d like you to 

make the call.”

hBr.orG

  



Charlene and her team need to end the 

contest gracefully before doing any ad-

ditional damage to the Canadian Jet brand. 

They should honor their promise and select 

a winner from the many genuine entries—

but with little fanfare. Sure, some people 

might be upset that the contest has ended 

early, but given the tenor of the online 

discussion, there is likely to be more harm 

if the campaign continues. 

It’s not just their customers they need to 

worry about. The media is already catching 

wind of what’s happening. Once the team 

pulls any promotional dollars it has put 

behind the hashtag, the number of com-

ments should decrease. But more reporters 

may pick up the story. Charlene and her 

team need to demonstrate that they’re in 

control of the situation and try to be sure 

that Canadian Jet’s response to the nega-

tive consumer reaction is included in every 

piece. They should provide a statement to 

any media outlet that expresses interest, 

focusing on the positive tweets and per-

haps giving an example or two of someone 

who used the hashtag in the way Canadian 

Jet wanted. The statement could also 

acknowledge that the contest is drawing to 

a close and that the company is still learn-

ing how best to connect with customers 

through social media and will take to heart 

the lessons from this experience. 

Charlene and her team must act quickly, 

because the number of people seeing 

the brand-damaging tweets could grow 

exponentially in a very short time. We had 

a crisis at KitchenAid just over a year ago, 

when a member of our social media team 

inadvertently tweeted from the KitchenAid 

account rather than from a personal one. 

We removed the tweet a minute later, but 

it had already been screen-captured and 

shared. We found that the sooner you 

respond, the more credible you are with 

consumers and the media. 

It sounds like Charlene, with the help of 

the company’s PR agency, tried to assess 

the risk involved in the hashtag contest but 

fell short. First, they should have tested 

the Twitter waters. Using social media 

monitoring tools that look at the volume 

and general sentiment of comments 

posted about a brand, Charlene and her 

team would easily have been able to gauge 

the “net sentiment” about Canadian Jet 

and predict whether jokes and complaints 

would outweigh positive comments. Sec-

ond, they should have thought twice about 

whether a Twitter contest was the right 

vehicle for rehabilitating the company’s im-

age. The best way to connect with custom-

ers on social media is to provide something 

of value. Contests and sweepstakes are 

valuable only to the winner and the brand. 

The team might have used Twitter instead 

to provide better online service or to tweet 

timely travel tips. These actions may not be 

as flashy as a giveaway, but if they provide 

true value to Canadian Jet’s customers, 

they will be more effective at building 

brand equity and loyalty.

I can understand why Charlene is strug-

gling with the wording of the apology. In 

our situation at KitchenAid, we had made a 

mistake and needed to acknowledge it. But 

Canadian Jet hasn’t done anything wrong 

by launching the contest. Rather, critics 

hijacked the hashtag. Instead of dwelling 

on what’s gone wrong, the company needs 

to move on.

Cynthia Soledad is the senior director of 
the KitchenAid brand and shared marketing 
services at Whirlpool Corporation.

The company should 
have thought twice 
about using a 
Twitter campaign to 
rehabilitate its image. 
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Quitting noW would be 

the kiss of death. The CeO 

needs to show that he’s 

willing to fly even if the 

weather is bumpy (or the 

tweets are negative). The 

company should use the 

contest to build relation-

ships with customers, not 

manage its image. 

Tanvi Gautam, founder, 

Global People Tree

internet trollS are 

bullies and, as with all 

bullies, should be hit 

back. Acknowledge the 

haters. Then start a new 

promotion, with a hashtag 

like #ImproveCJ, that re-

wards the customer who 

posts the best recommen-

dation for improving the 

airline. 

arben Pema, sales 

executive, BlackLine 

Systems

theY Should give out 

two prizes: one for the 

best positive tweet and 

another for the best 

negative tweet. The CeO 

should then invite the 

winners to headquarters 

to thank them personally. 

you can bet they’ll tweet 

about their experience. 

Maurizio Morselli,  

human resources 

executive, Banca IFIS

don’t be defensive, and 

don’t take yourself so seri-

ously that you’re not open 

to criticism. And next 

time you put together a 

social media campaign, 

consider structuring it 

differently (perhaps “The 

best tweet about the top 

reasons to fly Canadian 

Jet”) to encourage posi-

tive feedback. 

Kathleen Booth, CEO, 

Quintain Marketing

The Experts Respond
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At this point, it doesn’t make sense to 

pull the contest. Yes, some people are 

saying bad things about Canadian Jet. And 

yes, others are reading their tweets. But 

ending the campaign won’t silence the crit-

ics. Instead, Charlene and her team need 

to focus on the positive tweets and take 

action to let the good outshine the bad. 

Andrea is right to point out that the 

majority of the tweets are supportive, but 

the team needs specific data to back that 

up internally and with the press. What 

percentage are positive? And how does 

that compare with other forms of cus-

tomer feedback? If 10% of the tweets are 

negative (versus, say, an 80% complaint 

rate in calls to the company’s service 

center), that may not be so bad. Concrete 

information like that will help Canadian 

Jet see the big picture and respond to 

media questions. 

When you run an airline, not everyone’s 

going to be happy with you 100% of the 

time. That is true for almost any big com-

pany. At McDonald’s, we know millions love 

our food, but we’re also a target. When 

I work with my teams on social media 

campaigns, we don’t let the haters distract 

us from engaging with and serving our 

devoted customers. 

We faced a situation like Canadian Jet’s 

one day in 2012, when we promoted the 

hashtag McDStories, hoping that custom-

ers would tweet about positive experiences 

with our company. After just a few hours, 

we saw that the conversation was going 

more negative than we were comfort-

able with. So we changed the hashtag to 

MeettheFarmers, which had been success-

ful earlier that day in soliciting positive 

posts, and we stopped promoting the 

troublesome one. Within 15 minutes, the 

disparaging tweets were down to zero. 

Overall that day, there were 72,000 tweets 

about McDonald’s, and only 2,000 were 

negative.

Charlene and her team can do some-

thing similar. They can stop using #Can-

JetLuxury and instead promote something 

more fun and more focused on the contest, 

like #WinYourDreamTrip. She would lose 

the branding, but a hashtag isn’t the only 

way to get your identity across. 

I’m not faulting Charlene or Jerry for 

thinking about ending the contest. When 

you’re seeing 100 or 1,000 tweets going 

by every hour, it’s easy to focus on the 

bashes. But tactically speaking, they would 

be better off engaging with the customers 

who are making positive comments. They 

should send thank-yous to those people, 

retweet their tweets, and even pay to pro-

mote some of the best posts. 

In the future, Charlene and her team can 

prepare for problems like this by adopting 

a tactic we use at McDonald’s. Our team 

holds “hater sessions,” where we ask our-

selves, “If we said X, how would someone 

who doesn’t like us respond?” That way, 

when people take shots at the company 

on social media, we’re not surprised. In 

fact, we expect it, so we’re able to ignore 

the negative comments more easily and 

prepare senior leaders for all potential 

scenarios. 

As much as we try to keep our brands 

tidy and spotless, there is no brand that’s 

perfect or universally beloved. Jerry, Char-

lene, and other leaders at Canadian Jet 

need to be OK with that. Instead of backing 

off a smart idea, they need to be confident 

that they’re doing something fun for their 

customers and see the contest through. 
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Rick Wion is the director of 
social media at McDonald’s.

Ending the campaign won’t silence  
the critics. The company needs to focus  
on the positive tweets. 
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T
here comes a point in every tale 

of disaster—from Jon Krakauer’s 

1997 Everest chronicle, Into Thin 

Air, to last year’s blockbuster space movie, 

Gravity—when you think, Could it get any 

worse?

Of course, it always does. And as read-

ers or viewers, we can’t get enough.

Why are these books and movies so 

compelling? Are we simply fascinated by 

others’ misfortune? The worse their luck, 

the greater our thrill? Or is it a need for 

catharsis—for acknowledgment of, and 

release from, all our repressed anxieties 

about the things that could harm us?

Perhaps both, to some degree. But  

I think another reason we love these tales 

is the deep examination of moral choices 

they often ofer.

What decisions did the climbers or 

astronauts or sailors or hikers or airplane 

passengers make in the most dire of 

circumstances? And how would we behave 

in similar emergencies? As Pulitzer Prize 

winner Sheri Fink writes in Five Days at 

Memorial, her eloquent book about a hos-

pital’s response to Hurricane Katrina, “It is 

Why We 
Love 
Disaster 
Stories
The best ones  
present uncomfortable  
moral dilemmas.  
by Andrew O’Connell
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hard for any of us to know how we would 

act under such terrible pressure.”

When you read her story and others in 

this genre, you can’t help wondering how 

your own carefully constructed but mostly 

untested moral reasoning would hold up 

in a catastrophic situation. Would your 

behavior be guided by selfessness, self-

interest, or something else?

Five Days at Memorial is a fascinating 

story on several levels, but the issue of 

moral choice comes to dominate the tale. 

At one point Fink draws a comparison be-

tween what went on at Memorial Medical 

Center and events at nearby Charity Hospi-

tal in the desperate days after the hur-

ricane hit New Orleans. Memorial fooded 

and lost power. With supplies running low 

and rescue uncertain, the medical staf 

gave several patients morphine injections 

that allegedly caused their deaths. Some 

of those patients had been designated 

do-not-resuscitate; one was considered 

too obese for airlifting; they were sufer-

ing. Compassion, not just expediency, 

appeared to motivate the health care work-

ers. Indeed, after an attending physician, 

Anna Pou, was arrested on second-degree 

murder charges, there was a groundswell 

of support for her, and in the end, a grand 

jury declined to indict her.

Over at Charity Hospital, things were 

very diferent. The staf continued to pro-

vide care to patients, despite conditions 

that were possibly even worse than those 

at Memorial. Leaders never categorized 

patients as too ill to rescue. In that light, 

the decisions made by Pou and her 

colleagues seem less defensible. 

Crisis settings by defnition present 

extraordinary challenges. Yet as Harvard’s 

Lachlan Forrow, an expert in medical eth-

ics and palliative care, wrote in response to 

the euthanasia charges leveled at Memo-

rial stafers: “We should almost always see 

exceptional moral situations as opportuni-

ties for us to show exceptionally deep com-

mitment to our deepest moral values.”

The best disaster narratives ofer up 

those types of character tests—none black-

and-white, all colored in shades of gray. If 

you had been responsible for patients in 

a hospital with no power and little food, 

what would you have done? If you had 

been a guide on Mount Everest in blizzard 

conditions, would you have left climb-

ers behind while you descended from 

the summit? If you had been on United 

Airlines Flight 93 on 9/11, would you have 

risked your life by storming the terrorists? 

Sometimes the absence of moral 

choices can make a disaster story seem 

strangely empty. For all its thrills and 

breathtaking 3-D efects, Gravity was 

mostly devoid of character decisions, 

except whether Sandra Bullock’s astronaut 

should give up or go on. Trapped Under 

the Sea, a new book from journalist Neil 

Swidey about a disaster that left a group 

of workers stranded in a 10-mile-long 

tunnel beneath Boston Harbor in 1999, has 

a similar problem. It’s a vivid story, well 

told, but once calamity strikes, the only di-

lemma facing the trapped men is whether 

to try to recover colleagues’ bodies. The 

moral choices that truly mattered get scant 

probing; they were made earlier by the 

supervising engineer who implemented 

the workers’ faulty breathing system and 

pushed ahead despite warning signs.

Harvard Business School’s Amy 

Edmondson, in numerous case studies 

and articles, has analyzed both the fawed 

decision making that leads to disasters and 

the tough choices people must make as 

a consequence. Her work has showcased 

leadership failures (at NASA, for example, 

in the run-up to the Challenger explosion) 

as well as triumphs, such as the willingness 

of the head of the 2010 Chilean mine res-

cue operation to try an innovative drilling 

idea suggested by a 24-year-old engineer. 

That open-mindedness took some moral 

courage—a leader more concerned about 

protecting entrenched hierarchies might 

have ignored advice from someone so 

young and inexperienced.

In good times and bad, before crises 

and after, leadership quality often rests 

on the strength of leaders’ intuitive moral 

sense. If that sense is powerful, the lead-

ers will probably do the right thing when 

disaster strikes (or prevent trouble from 

happening at all). If their commitment to 

ethics isn’t “exceptionally deep,” to borrow 

Lachlan Forrow’s words, they might fnd 

themselves cutting corners and thus court-

ing catastrophe, or, in the midst of a crisis, 

pushing people aside to save themselves. 

We look at the central fgures in disaster 

scenarios and ask, “Is that a portrait of 

me? However unselfsh I may be, would 

my moral compass go haywire under 

pressure?” Most of us probably imagine 

ourselves putting aside fear and personal 

needs to lead others through a crisis. But 

would we be that heroic? Could we be? 

Since the storm, [doctors 
and nurses] had barely 
slept....Languishing 
patients were receiving 
little medical care.
Sheri Fink, Five Days at Memorial

Andrew O’Connell is a senior associate 
editor at HBR and the author of Stats and 

Curiosities: From Harvard Business Review. 
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Crown, 2014 

HBR.ORG We don’t review our own books, 
but check out our latest releases—and the 
management classics—at hbr.org/books. 

HBR.oRg

March 2014 Harvard Business Review 123

  



AVAILABLE IN HARDCOVER AND EBOOK FORMAT WHEREVER BOOKS ARE SOLD

hbr.org/books

Straight from the pages of 

Harvard Business Review, 

How I Did It: Lessons from the 

Front Lines of Business highlights 

your favorite fi rst-person accounts 

by some of today’s best-known 

leaders. From Jeff  Immelt at GE 

and Anne Mulcahy at Xerox to 

Patrizio Bertelli at Prada and Eric 

Schmidt at Google, learn how these 

leaders tackle big problems—and 

take inspiration from the lessons 
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Can we give our all to our careers and 
still live full lives? Here’s how successful 
leaders got to the top of their industries 
and manage to flourish.

Artwork DetAil liliana Porter, To Draw 
a Circle (man in pink shirt), 2011, figurine 
on cube and graphite on wall, 10" x 8" 
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Senior executives have discovered 
through hard experience that 
prospering at their level is a matter 
of carefully combining work and 
home so as not to lose themselves, 
their loved ones, or their foothold 
on success. To learn how they 
reconcile their professional and 
personal lives, the authors drew 
on five years’ worth of interviews 
with almost 4,000 executives 
worldwide, conducted by students 
at Harvard Business School, and a 
survey of 82 executives in an HBS 
leadership course. The stories and 
advice of these leaders reflect five 
main themes: defining success 
for yourself, managing technology, 
building support networks at work 
and at home, traveling or relocating 
selectively, and collaborating with 
your partner.

Some intriguing gender differ-
ences emerged in the survey data. 
For example, men still think of their 
family responsibilities in terms of 
breadwinning, whereas women 
often see theirs as role modeling for 
their children. And male execu-
tives tend to praise their partners 
for making positive contributions 
to their careers, whereas women 
praise theirs for not interfering. Ex-
ecutives of both sexes consider the 
tension between work and family 
to be primarily a woman’s problem, 
and most of them believe that one 
can’t compete in the global mar-
ketplace while leading a “balanced” 
life. “Earnestly trying to focus,” the 
authors conclude, “is what will see 
them through.”

HBR Reprint R1403C

For nearly four decades, Langer’s 
research on mindfulness has influ-
enced thinking across a range of 
fields, from behavioral economics 
to positive psychology. It demon-
strates that by paying attention to 
what’s going on around us, instead 
of operating on autopilot, we can 
reduce stress, unlock creativity, and 
boost performance. “Mindfulness is 
the essence of engagement,” Langer 
says. “And it’s energy-begetting, 
not energy-consuming.” It enables 
people to recognize and take ad-
vantage of opportunities when they 
arise and to avert risk. Furthermore, 
Langer says, “You like people better, 
and people like you better, because 
you’re less evaluative. You’re more 
charismatic.”

In this interview she discusses 
the link between mindfulness and 
innovation, what managers can 
do to become more mindful, why 
mindfulness makes one less judg-
mental about others, and more.

HBR Reprint R1403D

In an HBR article in January 2005, 
Cappelli and Hamori compared 
leaders in the top 10 roles at each 
of the Fortune 100 companies in 
1980 with those in 2001. Among 
their findings were a sharp decline 
in the number of senior executives 
who had spent their entire careers 
with one company and a corre-
sponding uptick in rapidly advanc-
ing young executives who spent less 
time with any one employer. In this 
article they and Bonet extend that 
analysis to 2011.

Perhaps the most noteworthy 
changes they’ve found are demo-
graphic. For example, the percent-
age of executive women has risen 
quite a bit. But the 2008 recession 
caused some interesting develop-
ments: Financial institutions are 
bringing in more senior executives 
from outside than they did a decade 
ago; leaders have been hesitant to 
leave their organizations for new 
opportunities; and companies have 
held on to even underperforming 
executives to maintain stability.

Generously illustrated with 
graphics, this article profiles to-
day’s leaders in four areas—career 
trajectory, education, diversity, and 
hierarchy within the senior ranks.

HBR Reprint R1403E

Self-management

manage Your Work, 
manage Your life
Boris Groysberg and Robin 
Abrahams | page 58

ORganizatiOn & cultuRe

mindfulness in the age  
of complexity 
The psychologist Ellen Langer, 
interviewed by Alison Beard 
page 68

leadeRSHip

Who’s got those  
top Jobs?
Peter Cappelli, Monika Hamori, 
and Rocio Bonet | page 74

SpOtligHt on THRIvInG AT THE ToP

Ambition to work their way into the most senior 
levels of management is almost a given among 
business executives. What does achieving that 
goal mean for their personal livesÑand how have 
the characteristics of those who reach the top 
changed in recent years?
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All companies claim that their 
strategies are customer driven. 
But when “customer” means any 
number of entities in a company’s 
value chain—consumers, suppliers, 
retailers, even internal units like 
R&D—managers tend to lose focus, 
and their firms become vulnerable 
to competitors who have clearly 
defined who they serve and how. 

In this article, Robert Simons 
of the Harvard Business School 
presents a framework that can help 
companies develop strategies that 
are truly customer-centric. The 
framework lays out four steps: 

• First, identify the best primary 
customer for your business. This 
choice determines what resources 
and capabilities you invest in and 
how you organize your business. 
Amazon serves four very different 
types of customer (consumers, 
sellers, enterprises, and content 
providers), but it devotes the lion’s 
share of its resources to pleasing 
consumers, even if that means sell-
ers or content providers sometimes 
feel shortchanged. 

• Second, create processes to 
learn what your primary cus-
tomer values are. Data analytics, 
ethnographic research, and other 
methods can reveal needs and pref-
erences that customers themselves 
may not be aware of. 

• Third, allocate resources ac-
cordingly, using one or more of the 
five business-model configurations: 
low price (Walmart), local value 
creation (Nestlé), global standard 
of excellence (Microsoft), dedicated 
service relationship (IBM), or expert 
knowledge (Merck). 

• Finally, build an interactive 
control process to monitor shifts in 
the assumptions that underlie your 
choices and prepare an action plan 
to respond.

HBr reprint R1403B

strategy & comPetition

choosing the right 
customer 
Robert Simons | page 48

When “BeerCo” found its pub 
sales falling, market research and 
competitive analysis provided no 
help. So it sent out a team of social 
anthropologists to investigate. 
The resulting data, including field 
notes, photographs, and videos, 
yielded insights that prompted 
the company to revamp its 
promotional materials and training 
methods. Sales rebounded within 
two years and are still growing.

BeerCo’s story shows how the 
emerging approach of “sensemak-
ing” can illuminate customers’ true 
needs and facilitate successful 
transformations of product devel-
opment, organizational culture, and 
corporate strategy. Rooted in the 
human sciences—anthropology, 
sociology, political science, and phi-
losophy—sensemaking is a five-step 
process. Companies must:

• reframe the problem, focusing 
on the customer’s experience of the 
product and the market

• collect raw, firsthand data
• find patterns in the data
• generate new insights
• translate those insights into 

initiatives
Sensemaking can help solve 

some of the toughest business 
problems and enables leaders to 
think creatively about what busi-
ness they’re really in.

HBr reprint R1403F

In B2B markets, suppliers of 
nonstrategic products and services 
tend to assume they have only two 
options for landing sales: stressing 
their offerings’ unique character-
istics and competing on price. The 
problem is, the features touted 
often don’t matter to purchasing 
managers, and neither do price 
concessions. How, then, do you 
win their business? The authors’ 
research with 46 companies points 
to a solution: After meeting the 
customer’s basic specs within an 
acceptable price range, give the 
purchasing manager “a justifier”—
an extra that provides obvious 
value to the business. A car-leasing 
company, for instance, might offer 
the option to cancel a number of 
contracts without penalty, or a de-
livery service might print customers’ 
logos on their envelopes. The justi-
fier provides a clear-cut reason to 
select one supplier over others and 
breaks the tie among the finalists on 
the short list.

To uncover justifiers, you should 
explore how customers use your 
offerings, learn about their priorities 
and those of their customers, and 
look at ways to integrate your offer-
ings with other suppliers’. The right 
justifier can win you more business—
and even help you launch a new one. 

HBr reprint R1403G

In the past 10 years, under pressure 
from shareholders, stock exchanges, 
and state and federal govern-
ments, corporate boards have 
changed dramatically. For example, 
regulations require that a majority 
of directors be independent; inde-
pendent directors regularly meet in 
executive sessions without the CEO; 
shareholders can review decisions 
by the compensation committee; 
and directors are required to attend 
meetings more often. But externally 
driven reforms have proved rather 
ineffectual when it comes to 
improving boards’ managerial over-
sight. The authors interviewed two 
dozen directors from the boards 
they most admire and coupled the 
directors’ insights with their own 
broad experience leading, serving 
on, and counseling boards. They 
present some striking innovations in 
four main categories: strategy and 
talent oversight, board composition, 
the quality of board discussions, 
and the board’s relationship with 
the CEO. These innovations can 
help boards dramatically improve 
the governance of their enterprises. 

HBr reprint R1403H

marketing

an anthropologist Walks 
into a Bar... 
Christian Madsbjerg and Mikkel B. 
Rasmussen | page 80

sales

tiebreaker selling 
James C. Anderson, James A. 
Narus, and Marc Wouters 
page 90

governance

the Boardroom’s Quiet 
revolution 
Richard D. Parsons and Marc A. 
Feigen | page 98

The human 
sciences 
approach reveals 
answers that 
conventional 
tools can’t.

tHe Big idea

eXecutive summaries
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CEOs. And it 
introduced 
operational 
synergies, 
coordinat-
ing sourcing 
and creating 
two product 
development 
centers. The 

transformation of the business 
has made the company much 
smaller but far more focused. 
Since 2003, its profits have risen 
by about 40%.

hbR Reprint R1403A

How I Did It Managing Yourself

China has no lack of entre-
preneurs, market demand, 
or wealth, but can the 
country succeed in its quest 
to become the world’s inno-
vation leader? For nearly 40 
years, the government has 
been establishing research 
programs and high-tech 
zones, encouraging domes-

tic firms to boost their innovation capacity, and 
helping colleges and universities flourish. Re-
cently it declared its intention to transform China 
into “an innovative society” by 2020 and a world 
leader in science and technology by 2050. 

But against the government’s intentions and 
resources run some powerful currents. Com-
munist Party representatives must be present 
in companies with more than 50 employees—a 
requirement that constrains competitive and 
entrepreneurial behavior. And many Chinese 
companies have found that the rewards for in-
cremental improvements are so vast that there’s 
little incentive to pursue breakthroughs. 

Certainly, China has shown a potential for in-
novation and has the capacity to do much more. 
But will the state have the wisdom to lighten up? 

hbR Reprint R1403J

Why China Can’t Innovate 
Regina M. Abrami, William C. Kirby, and 
F. Warren McFarlan | page 107

When Pinault stepped into the 
top job at Kering (formerly PPR), 
in 2003, he faced a key ques-
tion: Should he leave things as 
they had been under his father, 
who had built a conglomerate 
of eclectic businesses, or take 
them in a new direction? He felt 
that the company should be-
come more international, more 
growth oriented, and more prof-
itable—and that it should build 
on its ownership of Gucci Group 
to create a strong position in 
the global luxury market. 

Kering began a series of 
acquisitions that included Alex-
ander McQueen, Saint Laurent, 
and Bottega Veneta, and helped 
its brands develop their own re-
tail store networks. It set out to 
pair creative directors—who re-
tained a high degree of control—
with strong and complementary 

leadeRshIp

Kering’s Ceo on Finding the elusive Formula  
for Growing acquired brands
François-Henri Pinault | page 43

Success in business unquestion-
ably requires some willingness to 
cooperate through having faith in 
others. The question is how much 
faith and in whom? 

Decades of scientific research 
show that people’s accuracy 
in deciding if another can be 
trusted tends to be only slightly 
better than chance. But this 
isn’t because trustworthiness is 
completely unpredictable. It’s 
because the guidelines most of 
us use to make these predictions 
are flawed. We place too much 
emphasis on reputation and 
perceived confidence, ignoring 
the fact that human behavior is 
always sensitive to context and 
can often be better assessed by 
our own intuition. 

So when your company’s 
money and resources are on the 
line, how can you do a better job 

of gauging 
trustworthi-
ness and 
thereby 
improve your 
likelihood 
of success? 
This article 
draws on 
emerging 

research to show how trustwor-
thiness works and offers four 
points to keep in mind the next 
time you’re deciding whether or 
not to do business with a new 
partner: Integrity can vary, power 
does corrupt, confidence often 
masks incompetence, and it’s OK 
to trust your gut.

hbR Reprint R1403K

Who Can You Trust?
David DeSteno | page 112
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For Cleese’s views on 
fans and legacy, go to 
hbr.org/cleese.

Life’s Work

HBR: How did the Python team manage itself? 

Cleese: It was democracy run riot. There was no 

senior person, no pecking order, no hierarchy. When 

you’re dealing with humor, it’s very simple: Is it 

funny or not?

Do you work better alone or with partners?

It depends on the subject matter. I’m writing my  

autobiography now, and I don’t think there’s any 

point in doing that with anyone else. But I do believe 

that when you collaborate on something that is 

fundamentally creative, you get to places that you 

would never get to on your own. The way that an 

idea builds as it careens back and forth between 

good writers is so unpredictable. Sometimes it de-

pends on people misunderstanding each other, and 

that’s why I think there’s no such thing as a mistake 

in the creative process. You never know where it 

might lead.

Do you see yourself as a perfectionist? 

Every night when I go onstage, I know it’s not going 

to be a perfect performance. At some point I will 

mistime something, I will fuf a line, I will miss a 

laugh. But I make it as good as I can, and afterward 

I quickly review it and think about what to change 

the next night, and then I go have a drink. Of course, 

if you look at the great artists, they’re obsessional 

about what they do. Picasso was not stopping at 3:00 

in the afternoon to play tennis. 

In your years of business-training work, did you 

come up with any basic lessons for leaders?

In Life and How to Survive It, the book I developed 

with Robin Skynner, we decided that the ideal leader 

was the one trying to make himself dispensable. He 

was helping the people around him acquire as many 

of his skills as possible so that he could let everyone 

else do the work and just keep an eye on things.  

Should businesses try to be funny?

I’ve always advocated humor in advertising. People 

who make a product think that it’s their life, their 

mortgage, their children’s education. But that’s not 

how customers look at it, so you need to create a 

warm and humorous atmosphere around a product 

to make it attractive. In America, though, a straight, 

hard sell is more acceptable than in most of Europe.

Are there jokes you’ve made that you regret?

Yes, one or two. David Hemmings is a very decent guy, 

but at Python we thought his acting was a bit wooden, 

and we used to put at the end of the credit sequence 

“David Hemmings appeared by permission of the 

National Forestry Commission.”

How would you like your epitaph to read?

“My friends thought that I was kind.” I love that I’ve 

made people laugh, but the important thing, ulti-

mately, is a small number of close relationships. 

HBR Reprint r1403m

John Cleese  
became a comedy icon in the 1970s 
for his work on Monty Python’s Flying 
Circus and Fawlty Towers. Later, while 
continuing to act, he ventured into 
corporate training, producing videos 
that mixed management wisdom with 
dry British wit. He’s now working on 
a memoir, doing stand-up shows to 
pay his alimony bills, and preparing 
for a much-anticipated Python reunion. 
Interviewed by Adi Ignatius
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THE ONLY THING 

MORE POWERFUL 

THAN A BIG IDEA 

IS THE TEAM 

THAT CAN SEE 

IT THROUGH.
Every few seconds a big idea is born. And a few seconds later, it disappears. Yet every now and 

again, somebody makes one of those big ideas happen. What’s their secret? They get help. They get 

more somebodies. And those somebodies add more ideas to the big idea. Before you know it, that 

big idea is a great big reality. Windstream supports big ideas and the people who have them. We 

create teams with our clients and partners that keep your business in a perpetual state of winning.

windstreambusiness.com
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