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OPENERs
Are you all on the same page? Is the whole team on the bus? Is the
entire company moving in one direction, toward one goal, like a well-oiled machine? Well,
that’s your problem, right there: the Stepford organization.
It’s both a cliché and a truism that no one wants to be surrounded by yes men. What
we want, instead, is to be surrounded by vocal skeptics . . . who just happen to say yes
to everything.
Sure, conformity makes things easier. A CEO who adheres to a particular consulting
matrix will grumble less if everyone enthusiastically falls in line. Compiling teams of
compatible personalities makes everything smoother. Any manager will have an easier time
handling a group of people who are, more or less, in her own image. And even with equalopportunity programs and goals in place, it’s only natural to hire people who fit a narrow,
familiar profile—that of the person doing the hiring.
The danger is, of course, groupthink, in which people not only float along on the prevailing winds, so as to be on the winning side of an argument, but actively root out those
hesitant to go with the flow. In coining the term sixty years ago, William H. Whyte defined
groupthink as “a rationalized conformity—an open, articulate philosophy which holds that
group values are not only expedient but right and good as well.” In today’s volatile business
environment, marching in lockstep can have fatal consequences: failure to recognize emerging markets or potentially disruptive competitors, missing unconventional opportunities,
not challenging obviously bad ideas that originate in the C-suite. Unexpected, out-of-leftfield, serendipitous facts and opinions are at the root of both fostering innovation and
avoiding icebergs.
How to avoid groupthink? Start by bringing aboard people who aren’t naturally part of
the group. In this issue, John Buchanan’s “Think Different?” clearly distinguishes between
traditional diversity and diversity of thought—that is, between people who look different and people who, well, think different. This doesn’t necessarily mean giving free rein to
would-be whistleblowers (though, as Ann Kraemer argued in these pages last year, it’s not a
bad idea). But it does mean being more tolerant—in your heart, not just in stated policy—of
dissent, of stated reservations, of people who express ideas and concerns in a different style
than you might.
There’s another essential element to independent organizational thinking—broadening
your own horizons. This requires a conscious effort: As the world expands, what appears on
our own PC and tablet and smartphone screens is ever narrower, with news and opinions
customized to match our own; social media promises a wide range of views but basically
confirms that most of our friends and colleagues agree on pretty much everything.
So: Along with working to diversify the voices and views around you at the office by
encouraging different types of thinking, try to diversify what you read and hear at home
and on the train. Avoiding groupthink begins with what’s in your own head.

matthew budman
Editor-in-Chief
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Untruthfulness =
Untrustworthiness
By Erika Andersen

■ E rika Andersen
is founding partner
of New York-based
consultancy Proteus
International and
a blogger at Forbes.
com. From Leading
So Others Will
Follow (JosseyBass). All rights
reserved. ©2012

I’ve only “fired” a handful of clients in my life as a consultant. Once or twice, it was because they
simply saw the world and people’s motivations so profoundly differently than I that I couldn’t
imagine how we could be helpful to them. Every other time, it’s been a matter of trust.
There’s one instance that stands out to me in particular; this happened almost fifteen years
ago. I was talking with the CEO of a small entertainment company about the possibility of having
me coach one of his executives. He seemed reasonably clear about this woman’s strengths and
weaknesses, and the conversation was going fairly well. I was explaining to him the pre-coaching
process we use, in which we interview six or eight people who work closely with the coachee, to
get a sense of how they’re perceived, and so that we can share that perception with him or her.
We hold the specific remarks in confidence; the coachee gets a summary report that focuses on
key strengths and weaknesses noted by the majority of the interviewees.
The CEO said, “Well, you can tell her you’re going to talk to people, but I only want you to talk to
me, and I want you to write the report based on what I say.” I was speechless for a few moments,
and my face must have reflected my shock.
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“Here’s the deal,” he went on. “She’s pretty good, but
she’s not as good as she thinks she is, and other people
will just confuse the issue. I want this report to take her
down a peg.”
It was untrustworthy on so many levels that I couldn’t
even begin to respond. More importantly, I didn’t want to.
I told him I didn’t think our approach would be a good fit
for him and got out of there as quickly as possible. I felt
slightly grubby for the rest of the day.
For most of us, our non-truth-telling is less black-andwhite and less manipulative. We tell one person that we’re
going to pursue his idea, and then tell the next person—
with a completely different idea—that her idea is great and
that we’re going to pursue it. Even when we know we can’t
do both things, or that the ideas are in fact contradictory,
we tell ourselves that it’s OK to act this way: We weren’t
sure which way to go, we don’t want to disappoint either
employee, we don’t want to cut off our options prematurely, etc. Unfortunately, when we finally decide which way to
go, the person whose idea we’re not using feels lied to.
Or perhaps—this is another really common leadership
situation—Person A comes into our office to complain about

Person B. We more or less agree: “Yeah, B definitely tends
to get a little carried away; it’s irritating.” But then, when B
comes in to complain, in turn, about A, we agree with that
assessment too: “Yeah, I know he’s hard to read, and can be
a stick in the mud. It gets in the way of progress.” We might
think we’re just being understanding or keeping the peace.
But if the two people compare notes, they’ll conclude that
you’re saying things you don’t really believe to one of them
(or perhaps both).
Sometimes, as leaders, we can convince ourselves
that these untruths, half-truths, or misstatements will
somehow be invisible, or that people won’t notice or won’t
check in with each other. It’s simply not true. As a friend of
mine used to say, “You know we can see you, right?” When
you’re the leader, people are generally hyper-aware of
your behavior. They want to know whether or not it will be
safe and productive to “sign up” to follow you, and they’re
especially looking for signs of your trustworthiness (or
the lack thereof). Assume that if you shade the truth, or
misrepresent some checkable fact, or say one thing to one
person and something different to someone else, it will be
seen, commented on, and judged.

What Have We Learned?
By ERIC RIES

A

s an entrepreneur, nothing plagued me more than
the question of whether my company was making
progress toward creating a successful business.
As an engineer and later as a manager, I was
accustomed to measuring progress by making sure our work
proceeded according to plan, was high-quality, and cost about
what we had projected.
After many years as an entrepreneur, I started to worry
about measuring progress in this way. What if we found ourselves building something that nobody wanted? In that case,
what did it matter if we did it on time and on budget? When
I went home at the end of a day’s work, the only thing I knew
for sure was that I kept people
busy and spent money that day.
I hoped that my team’s efforts
took us closer to our goal. If we
wound up taking a wrong turn,
I’d have to take comfort in the
fact that at least we’d learned
something important.
Unfortunately, “learning” is
the oldest excuse in the book for
a failure of execution.
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It’s what managers fall back on when they fail to achieve the
results they promised. Entrepreneurs, under pressure to succeed, are wildly creative when it comes to demonstrating what
they have learned. We can all tell a good story when our job,
career, or reputation depends on it.
However, learning is cold comfort to the employees who are
following an entrepreneur into the unknown. It is cold comfort to the investors who allocate precious money, time, and
energy to entrepreneurial teams. It is cold comfort to the
organizations—large and small—that depend on entrepreneurial innovation to survive. You can’t take learning to the
bank; you can’t spend it or invest it. You cannot give it to
customers and cannot return it to
limited partners. Is it any wonder
that learning has a bad name in
entrepreneurial and managerial circles?
 RIC RIES is author of the entrepreneur■ E
ship blog Startup Lessons Learned.
From The Lean Startup:
How Today’s Entrepreneurs Use
Continuous Innovation to Create
Radically Successful Businesses (Crown
Business). ©2011

Brilliant
Mistakes

By Frans Johansson
When we think of how large companies become successful, we
think of what Bill Gates and Steve Ballmer did. They looked
at their strengths and weaknesses; they assessed their
opportunities and threats; and then they made a logical
call: Go for the kill if you can, or team up if you can’t. And
in that context, it made perfect sense for Microsoft to
partner with IBM to create OS/2.
But great strategies are not based on what makes
sense. Rather, they are based on what sets you apart
and what you can reasonably defend. Those types of
insights are almost never the result of a logical calculation. Instead, small, fortuitous observations can tip
the balance. Consider how YouTube developed its main
strategy. Today it is the single largest site for uploading
and watching videos, and it has been since its inception.
In retrospect, the idea seems dead simple and incredibly
obvious, almost unbelievably so. There were any number
of people in Silicon Valley beating their heads against the
wall because they had not figured it out.
But not even the founders of YouTube were clever
enough to figure out what YouTube was all about at first.
In fact, their company started out as an online dating
site called Tune In Hook Up. People would post videos of
themselves on the site, and prospective dates could vote
on them. The idea didn’t work out, but it laid the technical
foundation for another, more potent idea. After two of the

founders, Chad Hurley and Steve Chen, were unable to
email a video of a dinner party they’d attended, and after
the third founder, Jawed Karim, could not find a video of
Janet Jackson’s Super Bowl “wardrobe malfunction,” the
three made a momentary connection: What if there was
a site on which you could upload videos and anyone could
see them? The domain name youtube.com launched on
February 14, 2005, and took off like a three-stage rocket.
Google bought the company eighteen months later for
$1.65 billion.
When we hear stories like these, they surprise us
because we tend to believe that a great company must
have started with a great idea. We want to think that the
minds behind the idea were acting in a carefully calculated and deliberate way. Having a plan in place would mean
that we could imitate their approach. But in this case,
following YouTube’s approach would mean launching
a crappy dating site. That seems like a mistake, one that
some careful, logical thinking would allow us to avoid.
But launching something—even a crappy dating site—
is exactly what we should do as long as we are open for
click moments that can change our trajectory.
■ F rans Johansson is CEO of the strategy consultancy The Medici
Group. From The Click Moment: Seizing Opportunity in an Unpredictable
World (Portfolio/Penguin). ©2012
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Who Wants
This Job?
By R.J. Morris

E

arly in my career, I took a turn doing light industrial
contract recruiting. Temp work for lots of warehouse
workers, forklift drivers, mechanics, etc. Physically
demanding, low wages—these were tough gigs, and
recruiting for them was a bear.
It was, though, great training. Boiler-room environment,
fast pace, demanding clients, low margins, high tempers.
“Hey, R.J., we need a third-shift warehouse tech, three-week
assignment, starting tonight at 11 p.m. Go get ’em.”
All of the jobs were hard to successfully recruit for, but by
far the worst job we worked on was to place folks at a foodcolor company. The company’s model was to bring temporary
employees in before offering them full-time roles, and their
first job was in the color mixing area. It was appropriately
nicknamed the “Blender.”
Imagine fifteen workers, mixing powdered and liquid colors
in huge vats with long oar-like paddles, twelve-hour shifts at
a time. The powdered color floated through the air everywhere. At the end of the shift, the guys (all were guys) had
semi-permanent tie-dye tattoos. These were industrialstrength food dyes, used to make, for example, the different
colors of Skittles.
Apparently, when you worked with them for twelve-hour
days, they also dyed skin. It took a guy thirty minutes of
scrubbing with Lava Soap to get the stains off. Remember
Lava Soap? These dudes bought it by the case.
What can a crappy job teach you about recruiting? This
is where I first learned the concept of a “value proposition.”
I did not learn the formal definition until later in my career,
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but after having five guys in a row start the job and quit
after three days, we all started asking questions: Why would
anyone want to work in this job? What’s the benefit to the
employee? What types of people will respond to that offering
and where can we find them? We spent time at the company,
interviewing new and tenured employees.
For the company running the Blender, their value proposition was this: Come in, get along, work hard, don’t whine, and
you’ll get rewarded. If you complained too much or did not get
along with your Blender Buddies, you were out. If you lasted
six months, the company offered you a full-time role, including benefits and a decent raise. Most importantly, employees
rotated out of the Blender after one year. No more blue arms
and orange ears. We just found the value proposition.
Voluntary attrition in the first three months was over
55 percent. In the next three months, it dropped to about
12 percent. After one year, it went somewhere south of 5 percent.
Make the cut, and you’ll likely stay long-term. For industrial
plant workers in the late 1990s, that was a valuable offer. In
many regards, these were good jobs—dirty but good—and
I was grateful we helped some people earn a salary.
I’m not trying to fool anyone: Recruiting for the job sucked.
All I’m saying is that we had zero success until we really dug
into what types of people were successful. We failed until we
could consistently articulate the value an employee received
in exchange for a year of needing Lava Soap massages.
■ R.J. Morris is a talent acquisition/staffing director with McCarthy
Building Cos. From the Fistful of Talent blog.

It’s Not in the Manual
By Frank J. Barrett
Organizations tend to forget how much improvisation,
bricolage, and retrospective sense-making managers need to
complete daily tasks. In an effort to control outcomes and
deskill tasks, managers often attempt to break down
complex jobs into formal descriptions of work procedures that people can follow automatically. In a perfectly
rational world, such strategy makes perfect sense, but
that’s rarely the way work actually gets done. Many,
perhaps most, tasks in organizations are indeterminate,
undertaken by people with limited foresight. To meet
their duties, employees frequently need to apply their
own resourcefulness, cleverness, and pragmatism. They
play with various possibilities, recombining and reorganizing, to find solutions by relating the dilemma they face
to the familiar context that preceded it.
Consider the study of Xerox’s training for service
technician representatives. In an effort to down-skill the
task of machine repair, the trainers attempted to document every imaginable breakdown in copiers so
that when technicians arrived to repair a
machine, they could simply look it up in
the manual and follow a predetermined
decision tree to perform a series
of tests that dictated a repair
procedure. The premise
was that they could devise
a diagnostic sequence to
respond to the machine’s
predictable problems.
However, the study revealed
that no amount of documentation
could include enough contextual
information to understand every
problem.
In a 1990 essay, Xerox business
anthropologist Julian Orr relates the story of
a technical rep confronting a machine with error
codes and malfunctions that were not congruent
with the diagnostic blueprint. Nothing similar had
been documented or covered in his training, and both the
original rep and the technical specialist he called in to
help were baffled. To simply give up the repair effort and
replace the machine would have been a solution, but this
would have meant loss of face with the customer—
an unacceptable course of action. After exhausting the

approaches suggested by the diagnostic, they attempted
to make sense of this anomaly by connecting it to previous experiences and stories they had heard others relate.
Finally, after a five-hour session of trials and errors,
they came upon a solution.
So it is with many jobs in organizations. They require
bricolage—fumbling around, experimenting, and
patching together an understanding of problems from
bits and pieces of experience, improvising with the
materials at hand. Few problems provide their own
definitive solutions.
■ F rank J. Barrett is an associate professor at the U.S. Navy’s
Graduate School of Business and Public Policy. From Yes to the Mess:
Surprising Leadership Lessons From Jazz (Harvard Business Review
Press). ©2012
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Reverse-Engineering
Leadership

H

Let’s go back to his role as the answer man. Did
By
ave you ever had a boss that clearly
he
get that (genuine) ability just from being smart,
had his (or her, of course) act togethJim Stroup
or perhaps from technical reading, or from his own
er? He seemed to have all the answers,
personal experience?
could grasp the core issue of a problem
Or did he get it from seeking out and listening to
and resolve it on the fly, and understood every aspect
everyone’s perspective—employees, vendors, customers, even
of the business from everyone’s perspective—employees,
prospects. In fact, listening attentively and fully, not placing
vendors, customers, even prospects.
himself—and his pet projects, personal biases, or professional
This all made him the focal point of everyone’s attention.
prejudices—between him and what his informants were sayEverything emanated from him, and everything that was
ing to him about his business and their relationship with it?
sought but not found could be asked of him. This is all pretty
That’s how first-class bosses come to obtain the set of
heady leadership material, isn’t it?
qualities from which MLM experts erroneously try to reverseBut wait, there’s more:
engineer “leaders.” Real managers such as these get it from
In spite of these superlative abilities, he wasn’t the least bit
the work, and from everything and everyone related to the
arrogant. Not only did his attitude seem refreshingly humble—
work. And the only way they can do that is by subordinating
he had an almost Zen-like self-effacement about him. And
themselves to the work and to those who can help them make
when you spoke with him, he turned and gave you his full
it succeed.
attention, as if he was about to learn something important
That “leadership” they’re radiating is really you reflecting
from you, that listening to what you had to say was absolutely
back on you, because they have enough sense to know that—
the most valuable use of his time at that moment.
unlike the arguments of the MLM community—it’s not about
Wow! Now that’s a real leader, isn’t it? Intelligence, technithem. It’s not about their personal qualities. It’s about the
cal ability, focus, drive, humility, people skills, all adding up
business, how it’s perceived by everyone connected with it,
to a magnetically charismatic personality. The whole package.
and how that knowledge can be obtained, harnessed, and
All the things the Modern Leadership Movement’s (MLM)
employed to make it more successful. That process, of course,
experts say are what make a leader.
is a classic description of management.
In fact, those experts say that those are precisely what
If you are all about attaining these specific personal qualimake him a leader, and what can make you one, as well, if you
ties MLM-style, then you are doomed to failure. Seeking the
only purchase their products and follow their prescriptions.
cynically marketed magical aura of leadership will undermine
So, now, let’s consider that for a moment. Do you think
both the work at hand and you as well.
that’s what your boss did? Do you think he learned to be a
On the other hand, if you are about the work, you may find
“leader” as we’ve observed him to be from a seminar or a
that you are beginning to be perceived as that mythical creabook? For example, when he was listening so attentively to
ture: a leader. But don’t fall for your own PR—the moment
you, do you think he was truly focused on the import of your
you do is when it all begins slipping away.
message, or was he silently reminding himself that this was
You just keep working on how to be a better manager for
the perfect opportunity for putting that leadership attribute
your business. You’ll learn how from the effort itself, as well
on display?
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Put down the
leadership books.
Get out of the office.
Observe. Pay attention.
Ask questions. Forget
about yourself long
enough to listen
to and absorb the
answers.
as from the unique nature of your industry and your place in
your company. Put down the leadership books. Get out of the
office. Observe. Pay attention. Ask questions. Forget about
yourself long enough to listen to and absorb the answers.
The qualities often associated with leadership aren’t its
building blocks—rather, to the extent they exist at all, they’re
wholly incidental consequences of the focus on their duties
invested by dedicated managers. They’re likely not even actually the personal qualities of the person with whom they’re
associated but, rather, are those of a diverse cadre of people
and experiences from which that person draws them.
■ Jim Stroup is a management consultant specializing in organizational leadership. From Managing Leadership, at http://managing
leadership.com/blog.

When to
Defy Orders
By LOUIS FERRANTE
Philadelphia don “Little Nicky” Scarfo wanted to
whack mobster Salvatore Testa. Scarfo had one of
his capos give the contract to Testa’s best friend, Joe
Pungitore. Pungitore was unhappy with the job,
but business was business; he had to do it or
he’d be killed himself. He agreed to lure Testa to
his death but refused to pull the trigger.
When Scarfo was told of Pungitore’s response,
he laughed and said, “What the fuck’s the difference?” Scarfo understood that participation
in a murder was the same as personally killing
someone.
Big corporations don’t put contracts out on
their employees, but they can perpetuate evil just
as effectively as the Mob.
Unlike a member of the Mafia, who must follow
orders or be killed, as an employee of a company, you can say no to an unethical demand or
assignment. You don’t have to deny treatment to
an ill person who has no health insurance. You
don’t have to pick up the phone and harass an
old woman drowning in credit-card debt. You can
say no. No is such a powerful word that Gandhi,
a small man dressed in rags, brought the mighty
British Empire to its knees by saying it.
If you’re aware of shady business practices
and either look the other way or
say to yourself, “I’m just following orders,” tell me, “What the
fuck’s the difference?” You’re as
guilty as the people you work for.
 OUIS FERRANTE is a former Mafia
■ L
associate and heist expert. From Mob
Rules: What the Mafia Can Teach the
Legitimate Businessman (Portfolio/
Penguin). ©2011
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Why Are We All Here?
By Rodger Dean Duncan

I

n virtually every organization on the planet, people
are doing fake work. I’m not talking about the laggards
who deliberately invest more energy in getting out of
work than in performing meaningful service. I’m talking about earnest and honest people who work very hard at
well-intended things that don’t really contribute to strategic
purpose. This includes a lot of the meetings, reports, briefings, procedures, and other activities that consume people’s
time on the job.
One of the most common causes of fake work is the unchallenged assumption. Here are two examples.
A major public utility company held a bi-weekly “leadership
council” meeting of key managers. I was invited to observe
one of the meetings. It was a sweltering summer day, and the
meeting was in a windowless room with little ventilation.
About thirty people crowded around a huge table. An ancient
projector was at the end of the table, its fan throwing off
enough heat to melt a glacier.
Over a three-hour period, we endured several death-byPowerPoint presentations. Only six or eight of the people in
the room ever uttered a word. The folks in the room—none
of whom looked ready to do a Bowflex infomercial, if you
know what I mean—mostly seemed determined to sip their
Diet Cokes and shift in their chairs in an effort to stay awake.
At the end of this marathon, I asked the senior executive,
“What’s the purpose of this meeting?” It was apparently

a question he hadn’t considered. “Oh, uh, to keep people
informed?” he responded, with a question mark of his own.
I asked what he meant by that, and he said the idea was for
the meeting attendees to take what they learned back to their
people so everyone would “be on the same page.”
I told him my observation was that the meeting has no such
effect at all. In fact, in my interviews with many people in the
company, I’d received basically two responses when I asked
what goes on in that bi-weekly leadership-council meeting:
(1) “I don’t have any idea, but my boss is gone for three hours
and that’s a good thing,” or (2) “I don’t have any idea, but my
boss is gone for three hours and we really need him here with us.”
Thirty managers times three hours each times twice a
month for many years. You do the math. With no specific strategic purpose for the meeting, with no measures of desired
outcomes, with no real protocols for follow-up, it was nothing
but trust-busting fake work.
In another example of fake work, one of my Canadian
clients proudly produced what was called the QBR, for Quarterly Business Review. The expressed purpose of this massive
report (several hundred pages of charts and graphs and meticulous descriptions of operating results) was to “keep people
informed” and, you guessed it, “on the same page.” I did some
digging, and here’s what I found. No fewer than thirty-five
people worked virtually full-time gathering information from
disparate sources and stitching it all together into a patch
quilt of mind-numbing data. The report was distributed to
several dozen people, but only six of them—six—told me they
ever even looked at the report. And all six of those readers
said they looked at only a small portion of the report—which
contained information they could easily access elsewhere.
When I reported this Canadian version of the Abilene
Paradox to senior management, they were incredulous.
The QBR had been produced for years, and nobody had ever
complained (certainly not the thirty-five editors who were
gainfully employed doing fake work). Only after further
interviews and verification did the senior management team
agree to disband the QBR in favor of a much simpler and more
useful reporting system.
Again, most fake work is the result of unchallenged
assumptions, not the deliberate behavior of someone who
merely pretends to be busy. Most fake work is done by honest
people who simply have not connected the dots between the
work they do and the strategic goals of the causes they serve.
■ Rodger Dean Duncan is an author, consultant, executive coach,
trainer, and founder of Duncan Worldwide. From Change-Friendly
Leadership: How to Transform Good Intentions Into Great Performance
(Maxwell Stone). ©2012
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Leadership Development Conference
Accelerating the Development of Leaders in India

Leela Palace Hotel – Bangalore, India
Conference: January 23-24, 2013
Pre-Conference Workshop: January 22, 2013
Presentations by thought leaders on:
• Leadership Learning Journeys
• Major Leadership Development Challenges
Facing Human Capital Executives

• Global Leadership
• Attracting, Onboarding and Retaining Leaders

• Preparing for Future Leadership Requirements
• Leaders Who Foster Employee Engagement
• Developing and Building a Sustainable Leadership
Pipeline

• Technology based Talent and Leadership Management

• Strategies to Accelerate Leadership Development
For further information contact: denise.sinuk@conference-board.org
Or Visit: www.conference-board.org/IndiaConference
RESERVE YOUR SEAT NOW!
Presented with assistance from
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 ATTHEW BUDMAN is editor-in-chief of TCB Review. Throughout the 1980s, he purchased most of his stereo and video equipment at Circuit City.
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You retired from the Circuit City board just as things
were beginning to go wrong. You must have known
it would be painful to revisit
those last years. Why did you
decide to do it?
First of all, I wanted to understand what happened. I
thought I understood a lot
about the company from
its beginnings in 1949;
I was still a kid in high
school, but I was interested in what
my father was

E

c

o
LL
A
P

When a company is cruising along, earnings and share price high,
every move seems like the right one, inexorably leading to success, as though it were planned that way. On a downward trajectory, every strategic shift looks disastrous—in retrospect,
obviously so.
Circuit City enjoyed a run as a good company before becoming a great
company, one worthy of a Jim Collins profile in his 2001 bestseller Good to
Great. And then, after fifty years in business, everything went to hell. The
reason wasn’t a hostile takeover, an accounting scandal, a class-action lawsuit, or an act of God—it was, simply, that the consumer landscape shifted
and Circuit City failed to keep pace, leaving room for Best Buy to become
the default place for people to buy TVs and audio cables and DVD players
and videogames.
Alan L. Wurtzel was a protagonist in the Circuit City saga from the beginning, as the son of company founder Sam Wurtzel, before being named inhouse counsel, CEO for a dozen years, and finally chairman for another fifteen.
He retired in 2001, at a turbulent time for the company, for consumer technology,
and for the global economy. Less than eight years later, a bankruptcy judge ordered
Circuit City to close its 567 stores and liquidate its assets.
Now 79, Wurtzel wanted to find out where it all went wrong as well as why it all went
right for so long, and the result is Good to Great to Gone: The 60 Year Rise and Fall of Circuit
City (Diversion), a sometimes brutally candid look at top personnel moves, strategic plans
and execution, and how decisions were made about everything from store locations to
sales incentives to stock-repurchase plans.
He spoke via Skype from his Washington, D.C., home office.
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doing and had a pretty good understanding of what was
going on. And of course, I was deeply involved for the term
I worked for Circuit City and stayed on the board. But after
2001, I pretty much severed my ties with the company; I was
not an investor and was not privy to what was happening.
So I wanted to learn more.
I’ve always been interested in business history, particularly business strategy. And in Circuit City, here’s a company
that survived over sixty years in probably the most turbulent and exciting segment of consumer marketing that this
country’s ever seen. When my father started, we sold radios
and then tiny, black-and-white TVs, and today we’re Skyping! I thought it would be interesting to study the business
strategies that the company pursued over that sixty years
as the products changed, the economy changed, the market
changed, and the competition changed.
And the last reason is that I’m still concerned about the
tens of thousands of people at Circuit City who lost their
jobs through no fault of their own. I thought they’d like
to know what happened to their company. They should be
proud of most of what was accomplished.

In studying the history of Circuit City, was it frustrating to see moves that you and the company should have
made and didn’t? to identify questions that you should
have asked?
Of course. Clearly I should have challenged my father more
in the early days, when we were making a lot of helter-skelter
acquisitions. Later, when I was on the board, I should have
challenged CEO Rick Sharp more when Best Buy was starting to eat our lunch. I certainly should have built a stronger
infrastructure and a stronger team so that staying on as CEO
would have seemed more appealing than retiring at an early
age. But I did the best I could, and I have no regrets. Hindsight is twenty-twenty.

How did it feel to revisit all those years of business
history—annual reports, strategic plans, real-estate
deals, executives hired and fired?
It was exciting! I went back and read annual reports from
my father’s day, my day, and after that. I found it interesting, challenging, and enjoyable.

Your father co-founded Wards Co., which eventually
became Circuit City. What’s it like to run a company
with which you literally grew up?
I don’t have any experience running a company with which
I didn’t grow up, so it’s hard to make a comparison. I can
say that a family business—and this was certainly a family
business as long as my dad was alive—has both benefits
and challenges. The benefits are loyalty and a sense of common purpose. The minuses are disagreements that become
more difficult when family dynamics get in the way of business decisions.
And to be perfectly honest, I’m not sure I would have
become the CEO of a multimillion-dollar company if it
hadn’t been started by my dad. Obviously, I had a leg up:
I became CEO at a relatively young age because he had
confidence in me. We were friends when we started and
friends when we ended.

Better than your ending up estranged.
That’s happened in more than one business.
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Speaking of hindsight: Is it fair to others—and to you—to
be so critical of decisions made then?
If this were a private company, I might have a different answer. But Circuit City was a public company. I, and the other
CEOs of Circuit City, are subject to analysis, and if that analysis leads to criticism, so be it. My purpose was not to criticize
for the purpose of being critical or to aggrandize myself or
delegitimize them—it was to understand, in the context of
the time, what were the appropriate strategic decisions and
what were the inappropriate decisions. I didn’t deal with
personal peccadilloes of any of the people who were involved,
though if I’d wanted to I could have found a few.

Did you draft any sections that settled personal
scores and then go back in and delete them?
There were a few lines here and there that, on rereading, I
thought, “You know, that’s not really appropriate or necessary.” I guess I could have put in more scandal—not big scandals, but a few little ones.
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Companies can begin to lose relevance or market share or
importance for a number of years, while still reporting good
earnings. But they may be losing position. The most Circuit
City ever made was 2000, the year that Sharp retired. Underneath, we had lost the battle to Best Buy, but that wasn’t obvious if you looked only at sales and earnings.

Maybe in the second edition.

How does Sharp feel today about his legacy as CEO?

No, I don’t think so!

I suspect he thinks that what happened to Circuit City was
pretty much inevitable, that the world had changed and that
its time in the sun was over. I think he feels that he did as
good a job as he could and that there probably wasn’t a magic
bullet to turn it around. One thing I can say is that Rick is an
entrepreneur at heart, and he is much more fascinated with
building emerging businesses than with running existing,
traditional, old-line businesses.

You started planning to step down as CEO when you
were only 48. Do you ever feel, even for a minute, as
though you left the company on the right track and
others derailed it?
I think the tracks a company runs on are constantly changing. No company can be set up and run down the track for ten,
twenty, thirty years. The economy is changing; the market
is changing; the competition is changing; the customers are
changing. So I don’t think anybody derailed it. In fact, I would
say that the track on which I left the company in 1986 led to its
peak success, and Rick Sharp did a terrific job of managing the
company from ’86 to the mid-’90s. He did, in my judgment, a
better job than I would have done if I had remained the CEO.
But the tracks shifted; things changed in the economy and in
the marketplace. And the mistake Rick made was to keep pursuing the same strategy that he inherited and he enhanced and
improved when that strategy was no longer as relevant in 1995
as it was in 1985. He didn’t change with the times.

By Wall Street’s standards, Sharp’s fourteen-year
tenure was a success at the time. Earnings rose by a
factor of fifteen and market cap by a factor of nine.
Absolutely. As in any major enterprise, the changes aren’t always visible in either the top line or the bottom line.

The book’s most striking section looks at Circuit City’s
three-year strategic plans in the 1990s, in which management refused to acknowledge the rise of Best Buy,
failed to ask key questions about how customers were
changing, and moved the goalposts on what constituted success.
I was surprised, as I looked back, by how many clues we
failed to act on. And that may be the best lesson: When you
think you have all the answers and aren’t ready and willing
to challenge yourself and your assumptions, that’s when you
fall into trouble. There were a few board members that challenged management, but most of the board went along. And,
of course, I was on the board for most of it, so I share some
responsibility.

You write that, “A number of senior and middle managers recognized early on that Best Buy was a serious
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threat” but also that “Circuit City was stuck in its
own belief system. It clearly understood that the
world had changed, but it could not bring itself to
act on that reality.” Did top people truly understand
what was happening and how Circuit City fit into the
changed environment?
Some people did. Of the three top people, two of them left the
company because they felt a little frustrated that Circuit City
was no longer on the right track. In any company, when the
CEO and two or three of his top associates agree that something is the right strategy, it’s hard for a board member and
particularly for another member of the management team to
be the squeaky wheel. You can squeak for a while, but you get
drowned out. When you leave, they find another wheel.

You were chairman of Circuit City throughout the ’90s,
and you describe the directors as being independent
but not all that effective. Why not?
First of all, the times were different. Today, the big pension
plans are much more critical of directors and much more focused on governance than they were in the ’90s or even five
years ago. I’ve been a director of public companies since I retired from Circuit City, and the scrutiny is a lot more intense.
Second, there are a lot of perks to being a director. When
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you’re a director of a $10 billion company, that’s a feather in
your cap at your country club, in your business club, in your
business. There are financial perks of $50,000 or $100,000
a year, and even for relatively successful people, that’s a very
noticeable piece of change. And in cases, camaraderie builds
among directors. They enjoy each other’s company; it’s fun
to be at a board meeting and joke with other peers and meet
challenges together.
So board members have always been reluctant to challenge
the CEO and rock the boat. That’s inherent in the system, and
I don’t think that’s likely to change.

What about proposals for more direct shareholder
participation in nominating directors?
I’m not sure that’s the answer. But the current system is
self-perpetuating and makes it difficult for even the most
conscientious director to be a squeaky wheel. I was on the
board of one respectable public company, and I raised provoking questions—in what I thought was an objective and decent
way—that management didn’t want to confront. When I said,
“This company needs to do long-range planning,” it fell on
unfertile ground. And after a year and a half, I was asked to
step off the board. Public companies don’t welcome outsiders
raising hard questions.

With Circuit City, though, you were very much an
insider. You characterize Rick Sharp as basically
dismissing input from the board. Was your only
option, then, to exercise your “one clear function”
and fire him?
Or quit the board. I believe that’s right.

How much do you blame the Circuit City board—including
yourself—for not preventing the company’s eventual
failure?
For the fourteen years that I was a board member and
not the CEO, I blame the board for not challenging Sharp
strongly enough. Of course, the board isn’t capable of developing a new strategy—only the management can do
that—and some of us pushed for a revision of the strategy,
but maybe we didn’t push hard enough. I’d give the board a
C-minus.
But the board that succeeded Sharp? I’d give them an F.
That was the board that missed the signals when they were
much more obvious. It was the board that spent a billion
dollars on repurchasing stock. It was the board that passed
up opportunities to sell the company at $17 a share when it
ended up, obviously, being worth zero. It was the board that
failed to consider going private, when a lot of the messiness
of closing stores and firing people and reorganizing strategy
are much more feasible in a private company than they are in
a public company. So the board from 2000 to 2009 missed all
of those signals, all of those opportunities. And they handled
the transitions poorly: I don’t think they spent enough time
thinking about who should replace Rick Sharp or Alan McCollough. They did a terrible job.
What killed Circuit City, as much as anything, was that
decision to buy back a billion dollars’ worth of stock. When
the financial tsunami of 2007 hit, they had no resources with
which to fight back. If they’d had a billion dollars in the bank
in 2007, they would have gotten through that period, and
there’d still be a Circuit City today. And maybe the next management team would have figured out a strategy to make the
company more relevant. The reason it died is because they
stripped themselves, financially, of any self-defense against
any unexpected adverse set of events.

You spoke with many former Circuit City executives and
directors, many of whom agreed to go on the record
and allow their names to appear in the book. Did they
generally agree with your assessments?
Generally, yes. Universally, absolutely not. And to be fair, I
probably interviewed a higher percentage of longtime Circuit
City people than more newly hired people whom I didn’t know
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as well and, if I had gotten their names and called, wouldn’t
have spoken as candidly. I’m sure there are people who would
defend the last two CEOs in ways that the majority of people
I spoke to wouldn’t. But I tried to factor that in and tried to
be objective and to listen for opinions less than for information, and to evaluate and analyze everything myself.

You’re pretty harsh when assessing the company’s
execution of its 2001 strategic plan: “nothing of
substance was achieved.” And you note: “To the best of
my knowledge, Circuit City never seriously faced the
brutal reality of its existential plight.” Do you think
top management—if not the board—recognized the
long-term trouble the company was in?
The management that succeeded Sharp in 2000 wrote a
thoughtful, intelligent, and somewhat alarmist three-year
plan, laying out a number of things that needed to be done. It
was a good road map. But none of it was accomplished. They
understood that Best Buy was the enemy and that customers
preferred Best Buy’s marketing strategy to Circuit City’s marketing strategy, and yet they failed to implement the changes
that might have given the company a better chance of success.
Later on, I think, management began deceiving the board
with unrealistic projections for sales and earnings.

As late as 2006, from the outside, things still looked OK:
The company posted earnings of $151 million, and
investors pushed the stock price up over $31 a share,
the highest in six years. Was Wall Street just wrong
about Circuit City?
The company had a year of very good sales and earnings,
but it was a bubble—the flatscreen-TV bubble. That was
the year that flatscreen TVs dropped from $2,000 to under
$1,000, and there was a huge run of demand. And I give Phil
Schoonover—the last Circuit City CEO with any significant tenure—credit for seeing that coming and positioning
the company; he made a lot of hay being able to meet the
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“Remember that complacency is the enemy.”
flatscreen demand. And that was reflected in increased sales,
earnings, and enthusiasm on Wall Street. What Wall Street
missed was that it was a bubble and not a perpetual change
in Circuit City strategy or fortunes.

How could analysts miss that? Isn’t that their job—
to identify bubbles and take them into account?
Well, I don’t know that no one saw it. But the market as a
whole missed it.

And as you write, the company aimed to tell Wall
Street what it wanted to hear.
After I departed, management gradually became more interested in what investors thought than in what the customer
thought. That is a critical failing—and one that many U.S.
companies engage in. The policy of quarterly earnings, the
Street’s fetish about how every quarter has to be better than
every previous quarter, continuous improvement without
interruption or variation, is nonsense. It’s not possible in
the real world. When you couch your strategies to meet the
demands of Wall Street for continuously improving earnings,
you start doing things that don’t make long-term business
sense. Sometimes companies need to step back, make investments, make changes, and realign themselves in certain ways
that hurt the bottom line in the short run but that position
the company to be a lot more effective in the long run.

Throughout the book, you discuss the importance of
long-range planning. But the business environment
changes so rapidly now that long-range planning
seems increasingly difficult. How far ahead should
businesses be looking?
“Long range” varies with the industry. The retail industry is
relatively quick on its feet, certainly with buying inventory:
If you make a big blunder and buy a lot of the wrong dress or
the wrong TV, you can flush it out of the system in three, six,
twelve months, and that mistake is behind you. If you go into
the wrong city or buy the wrong building, it takes two, three,
four, five years to recognize you made a mistake, and the
building can be sold or repurposed. So long-range planning
in retail, as far as I’m concerned, is three years, and at Circuit
City we did a new three-year plan every other year. If you do
it every year, it becomes mechanical and thoughtless.
On the other hand, if you’re in the steel industry or if you
have to build an automobile factory, it’s a multibillion-dollar
investment that’s for a single purpose, so it’s got to have a
twenty-year life. If you start a new copper mine, it costs hundreds of millions of dollars. You can’t do that without a longer
horizon than three years. So long-range planning for those
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industries might be every five years rather than every other
year, but it’s just as necessary.

Best Buy is very much your story’s antagonist. If not for
Best Buy making the moves it did, would this have been
a different story? How much of Circuit City’s decline is
attributable to Best Buy and how much to self-inflicted
wounds?
It’s hard to sort that out. If Best Buy hadn’t existed, I believe
that Circuit City would have succeeded longer, but it wouldn’t
ultimately have succeeded. The Costcos and the Sam’s Clubs
and the other big-box retailers and mass merchants were
taking a big piece out of Circuit City’s hide at the same time
that Best Buy was. Best Buy made Circuit City’s problems
more obvious, because it was a one-to-one comparison. And
if Circuit City was failing and Best Buy was succeeding, it was
easy for Wall Street analysts to conclude that there must be
something wrong with Circuit City. They’re now finding out
that there’s something wrong with the entire warehouseshowroom model, and Best Buy is losing ground to Amazon
and online retailers.

When you look at today’s business landscape, do you
see companies making some of the same kinds of mistakes that Circuit City’s executives made in the ’90s and
’00s? What advice would you give to today’s CEOs?
First: Mind your business and let the price of the stock take
care of itself. If you run a good business and show increasing
earnings—not quarter over quarter but over two or three
years of a business cycle—that’s what you’re paid to do. And
if investors get weary along the way, that’s their mistake.
The second piece of advice is to recognize that the market
is always changing and that today’s success is not going to
continue indefinitely. Think about the hubris exhibited in
Detroit in the late ’80s and ’90s, where they thought smaller
Japanese cars were a passing phenomenon. They were sure
that Americans wanted big cars and that the Japanese companies would fade away, and the evidence kept piling up, year
after year after year, that Honda and Toyota had a better
understanding of the American consumer than General Motors,
Ford, or Chrysler. That’s the kind of hubris—the failure to
question your own assumptions even in the face of strong
evidence—that American business needs to guard against.
Remember that complacency is the enemy. Every leader
needs to continually question his own judgments, his own
assumptions, his own strategies, to test them against reality and
ask, “Is that strategy working? Are my assumptions correct?”
When you think you know the answers, you stop challenging
your own strategy, and that’s when you get into trouble. n
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By Martha Heller

Why CEOs still see technology
as separate from “the business.”
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 artha Heller is president of Boston-based Heller Search Associates and former managing director of CIO magazine’s CIO Executive Council.
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I have spent an inordinate
amount of time thinking
about the word “and.” You
would expect the word to
function as a connector, to
imply the togetherness of two
entities, like “mom and pop”
or “spaghetti and meatballs.”
Yet the phrase “IT and the business”
does not work that way at all. Rather,
the “and” in “IT and the business” connotes separateness and difference,
an us-and-them perception that has
plagued IT organizations since the
beginning of their existence.
We don’t say, “finance and the business” or “sales and the business” or even
“HR and the business.” Why is it that IT
alone is treated like an outsider?
If we get out our history books and
look at what traditionally causes one
group to push another to the margins,
we typically find a healthy dose of fear
and ignorance. Clearly, there is something about IT that causes uncertainty
and confusion among members of the
executive committee. CEOs, who have
typically done stints in finance, sales,
and operations, have never run IT, and
they do not understand the function,
its tools, its staff, or, most importantly,
where all that green money goes. This
lack of understanding makes CEOs fairly
uncomfortable with IT and predisposes
them to separate themselves from it.
Hence the paradox for chief information officers: You are intimately
involved in every fact of the business,
yet you are often considered separate
and removed from it.
“We may have a seat at the table,
but we have not gotten as close to the
table as heads of HR and finance,” says
Colleen Wolf, CIO of Ventura Foods.
“Salespeople understand finance, and
finance people understand HR, but no
one fully understands what IT actually
does. So we are on an island.”
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Will the scenario change when our current generation of business executives
retires and makes way for a new generation of more technically savvy leaders? Not
necessarily. “In many ways, consumerization is making the situation worse,” Wolf
says. “Everyone understands what it takes to download an app, so they think IT is
easy. When in reality, IT is just getting more complicated.”
But the culpability does not rest with solely “business” leaders. There are still
a decent number of CIOs—and I meet them every day—who exacerbate the usand-them divide. As an executive recruiter, I am often hired by companies to find
a replacement for the sitting CIO because he is not working out. Usually, there is
some pressing reason, like a global single-instance ERP program run amok, but that
is merely the proverbial straw that broke the CEO’s back. When I interview this
frustrated CEO, she will describe a scene where all of the executives are sitting at
one end of the table discussing corporate goals with a shared understanding of how
their business works. And far at the other end of the table sits the CIO, with a propeller on his head, spewing SOA and cloud and banging away on his iPhone.
I cannot tell you how many times I have been asked to replace a CIO who cannot
build relationships with his executive peers and cannot inspire trust in the IT organization. It happens all the time.
Why? Why are companies still dealing with this issue? How many articles has
CIO magazine published about speaking the language of the business, building relationships with business leaders, being a business leader first and a technologist second? While a huge group of CIOs get it and are bona fide business leaders, another
huge group does not.
Doug Myers, CIO of Pepco Holdings, a regional energy holding company that
provides utility services to nearly two million customers, has his own theory about
this chasm between the business and IT. “Think about it. IT people have a different
language, we have specialized training, our job descriptions don’t resemble business job descriptions, and neither do our titles,” he says. “And because our skills are
transferable from one industry to another, we can fall into the trap of thinking of
ourselves as IT professionals, as opposed to industry professionals. In many ways,
the gap between the business and IT is natural, and to reduce it, we need to battle
the natural order of things.”
Battling the natural order of things is akin to rolling a boulder uphill. But battling
the natural order of things—including trepidation about the unknown, an innate
distrust of technology, and a desire to keep things as they are—is probably the most
constant part of the CIO’s job.

What They Want—and Need—to Know
For every CIO who bows to the natural order of things by walking and talking technology and separating herself from the business, there are many who do not. These
CIOs tell me that the concept of “IT and the business” drives them up the wall,
and that through a number of changes, both semantic and operational, they have
removed the separation between IT and the business and now live together as one.
In other words, when it comes to the divide between IT and the business, they have
broken the paradox.
When Leslie Jones joined General Instrument as CIO, she walked into an organization where the CEO viewed IT as one of the company’s biggest problems. Senior
management spent a great deal of time lamenting the IT organization’s performance,
management, and direction. As the new CIO, it was Jones’ job to fix the problem.
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The first step: scaling back upward
communications. Jones’ predecessor, as
did every functional leader in the company, had produced a weekly report for
the executive committee. The IT reports
were eight-page chronicles of the company’s latest technical updates, stuffed
with technical details. “Nobody cared,”
Jones says. “So I cancelled those reports
and put out a one-pager that clearly
stated what got done that week. It was
very simple—and very short.”
Immediately after sending out the
first one-pager, Jones received a note
from the CEO saying that hers was the
best IT weekly report he had ever seen.
“All I did was extract the most important
information from the pages and pages of
techno-talk,” Jones says. “I only told the
business what they needed to hear.”
This seems pretty straightforward:
Tell the business what they need to
know. And yet I continue to hear from
CEOs that their information chiefs
cannot deliver a presentation without
obscure acronyms. Why do so many
CIOs give in to the compulsion to use rich
technical detail in their communication,
even when they know they’re alienating
much of the intended audience?
As a recruiter, I have interviewed a
tremendous number of CIOs, and I can
assess communication skills in the first
ten minutes. I ask candidates to tell me
about a recent accomplishment, and they
typically answer in one of two ways:
Either they talk about organizational
transformation or business goals or new
revenue, or they take me, step by step,
through the details of their technology
portfolio. Happily, there are more candidates in the first group than in the second, but the second is still sizeable.
Part of the problem may stem from
the fact that IT is deceptively difficult
to manage and, therefore, underappreciated. Successes are invisible; mistakes
are not. As Bechtel Group CIO Geir
Ramleth puts it, “Being a CIO is like

the language that perpetuates
the divide.
Like Jones, Pepco Holdings’
Myers served in a variety of nonIT leadership roles before moving
into IT. Business language is their
native tongue, and they can turn
all of their attention to teaching
their teams to be bilingual. “For me,
learning the language of the business was not much of a personal
challenge, because I do not have a
technical background,” he says. “And
because of that, I had never acquired
any specialized technical training or
been immersed in the language of
technology.”
For Myers and Jones, who grew
up in the business, adopting the
language of the business is natural.
“But a CIO with a technical background needs to unlearn or, at a
minimum, rely less upon what got
him there in the first place,” Myers
says. “That’s the personal, most
internal aspect of fighting the
natural order of things.”
For Myers, getting the IT organization to speak in the language of the business is not just about avoiding technology
jargon. “That’s just an obvious first step,” he says. “We also look at terms like ‘governance’ and translate those into language that communicates their value to the business.” Myers once heard a business colleague use “assurance” to describe governance.
“As soon as I heard that, I loved it, and that is the term we typically use now,” he said.
“Governance gets a reputation for being about standards and bureaucracy when really, it should be about doing things in a repeatable way that helps make sure that
everything performs well and is cost-effective, reliable, and secure.”
Another, more technical example is architecture. The members of my firm, gluttons for punishment that we are, have recruited an inordinate number of architects
for our clients. The candidates we place into these roles run the gamut from the
most deeply rooted technologist, who is kept hidden from the business at all costs,
to the most strategic business thinker, who meets regularly with the senior leadership team. We can attest to Myers’ contention that, “If there are five billion people
on the planet, there are probably five billion definitions of architecture.”
So, rather than talk to his business partners about architecture, Myers discusses
flexibility and adaptability. “It’s not like I sit in a room and ponder what the right
word is,” he says. “When I’m having a conversation with a business person, I see
their eyes light up when I hit on a certain word, like ‘flexibility.’ I realize that this
term is resonating more than ‘architecture.’ So my team and I begin to use the new
word instead.”
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being a goalie. No one knows your name
until you let one in.” Many CIOs believe:
“You only think about me and my team
when something goes wrong, but we
are working really hard all the time,
and I need you to understand that.”
Hence the pages and pages of technical
detail that fill CIOs’ reports.
Jones has gotten over the need to
“show her work.” “I’m not interested in
discussing how it hard it was. I’m not
interested in discussing where we are on
things. I’m not interested in discussing
how we did it, because from a business’s
point of view, that is uninteresting,” she
says. “The only thing worth discussing is
the result you produce for the business.”

The Language of the Business
Bringing IT together with the business
begins with language—in particular,
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Giving IT the Business
If you and your CIO do not have in place an effective
way of teaching business skills to your technology team,
such as rotating them through the business, start a
program now. Take it from a recruiter: It is hard to find
ready-made talent with great technology and business
skills. These candidates are out there, but it will cost
you time and money to recruit them. The more bilingual
talent you can cultivate yourself, the more successful
you will be as an IT organization. And should you export
these valuable people back out to the business, you
will create a culture that is knowledgeable about IT
and you will be one step closer to breaking the paradox. Some ideas:
Use the buddy system. Like
most CIOs, Ventura Foods CIO
Colleen Wolf has leaders of
applications, infrastructure,
PMO, and enterprise architecture in her organization. The
roles are not business-specific; they each serve all of the
company’s business functions.
Even so, Wolf assigns each IT
leader in her organization to a
partner on the business side,
regardless of what projects
or programs they are working
on. “My head of infrastructure
partners with the head of
business operations. My head
of enterprise architecture partners with HR. My PMO
partners with finance,” she says.
Wolf tells the business leaders that she would like
her leaders in IT to be involved with their departments
on a regular basis, to come to the staff meetings and
learn that particular function. “IT is often isolated
because nobody knows who we are and what we are
here for,” she says. “But by aligning my IT leadership
team with business executives, we are establishing
transparency in both directions. We are creating a
dialogue. We are getting off the island.”
Educate your people. One widely practiced approach
is to find smart people in the business who have a
healthy aptitude for and appreciation of IT, and entice
them into the IT organization. Another is to take your
smart IT people and educate them about the business.
“We worked with a local college to develop a multiyear
program that trained our customer-facing teams and
our managers in how to listen to the business, talk to
the business, and really understand what they were
saying,” says Motorola Solutions CIO Leslie Jones.

“We put a real focus on how our IT leaders can change
their communication style to be appropriate to the
person they were talking with.”
Enlist your business leaders. CIO Karla Viglasky
asks ITT’s presidents to come to her team meetings
and give presentations on what is happening in their
businesses. “My top fifty people will be meeting in Miami next week, and the leaders of all of the functions
we interact with will be there,” she says. We tend to
think a lot about how to organize IT so that it is embedded in the business, but it works in the other direction
as well. “I am trying to bring ‘the business’ to IT,” she
says. “Our business leaders
become more knowledgeable
about our strategy in IT, and
my people get smarter about
the business.”
Initiate a companywide
program. When Bill Krivoshik joined Time Warner, he
enrolled in a company-sponsored program designed to
teach the business to senior
executives. “It is a wonderful set of programs,” he says,
“where you pretend that it is
your job to manage all of the
Time Warner businesses for
three years: ‘When should
I release this movie? What
should I do about the ratings? How will the networks
react to this decision?’” The program includes a great
deal of interaction among the leaders from across the
company.
Teach negotiating skills. CIOs train their teams on
project management and quality assurance, but they
do not always spend time on negotiation skills. Given
how much of your money goes to vendors, and how important business relationships are to the IT organization, it is critical that your people know how to negotiate. At Pepco Holdings, all support services, including
IT, go through a training model that draws much of its
material from Getting to Yes: Negotiating Agreement
Without Giving In by Roger Fisher, William Ury, and
Bruce Patton. Based on the work of the Harvard Negotiation Project, Getting to Yes is a step-by-step methodology for finding mutually acceptable agreements in
a variety of contexts. And for IT organizations, which
often have the stigma of saying only “no,” the ability to
say “yes” comes in handy.
—M.H.

“But by aligning my IT
leadership team with
business executives,
we are establishing
transparency in both
directions. We are creating a dialogue. We are
getting off the island.”
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Language is powerful, and if you are
not fully satisfied with the relationship
your IT organization has with the rest of
the business, you need to do something
about it, including examining the language that you use. And if every time you
say the word “infrastructure” or “cloud”
or “agile” or “architecture” you hear a
collective groan around the steering-committee table, you should find a different
word. There are hundreds of thousands of
words in the English language. Surely you
can find one that works.

Connection Points
Changing the language will not be
enough. One clear place to focus is your
team, particularly those people who sit
at the connection points between your
organization and your peers. When Jones
became CIO of Motorola Solutions, she
found that the IT organization was cut
along traditional lines, with functional
groups running application development,
infrastructure, and Web design, and each
group reaching out to the business as
needed. This led to confusion on the part
of her business partners, who started to
wonder who, exactly, was in charge. “It
was confusing and disorienting,” she says.
“So I decided that there will be one person and one person only who interfaces
to a line of business. And that person will
be seen as a member of the business’s
leadership team.”
Jones made it clear to business leaders that this one person is the only
IT person they will ever need to see,
whether the issue is about performance,
a desktop, or a business system. Jones
herself stays out of the relationship.
“I make it a point of not allowing myself to intrude into those relationships,”
she says. “It is so critical that this
person is seen by his business peers
as the single point of power: knowledgeable, strategic, and committed to
impeccable delivery.”

Reporting structure can be important. The structure that has worked best for
D. Kevin Horner, who retired as CIO of Alcoa to become president and CEO of IT
staffing firm Mastech, is to have the IT leaders who are serving specific businesses
report directly into those businesses, with a dotted line to the CIO. “This is from
spending thirty years in a company where the business unit was king,” he says. “If
the person serving the business is not being measured by the business and is not
on the same compensation plans as the business, the relationship will not work. If
those people report directly to the CIO, they will never develop the detailed understanding of the business. It will never become innate.”
But whatever you do, avoid making the role a toothless one. The key is to give
accountability for project delivery to the relational managers, rather than appoint
them as “liaisons” and “translators” who must rely on the kindness of centralized
delivery organizations to get anything done.
But whatever reporting structure you choose, the trick is to find that bilingual
person who can keep one foot in the business and one foot in IT. What is at play
with these roles is a particularly challenging CIO paradox: The very traits and skills
that make some people great technologists often make them not so great with business relationships. When it comes to people with deep technology skills, there is
some heavy-duty DNA at work that is going to dictate their interpersonal skills.
Still, there are actions you can take to mitigate the challenge.

I

n 1999, I wrote a column for CIO titled, “Why Does Everyone Hate the IS
Department?” Some choice quotes from the sources I interviewed include,
“We get constant calls about problems that we know for a fact we’ve explained
to users time and time again. Everyone wants to use their computers, but
nobody is willing to learn how.” And, “Many IS organizations preserve this ‘We’re
gods’ attitude. IS workers are often resistant to working in teams, and they often
don’t give users proper training on the systems they impose on them. They just say,
‘Here, use it.’”
I realize that the sentiments expressed in that article are a thing of the past in
many IT organizations. But in others, they are alive and well. What differentiates
the first group from the second? Why is it that some CIOs have broken the “IT and
the business” paradox and have completely done away with the us-and-them mentality? In these organizations, phrases such as “IT and the business” make as little
sense as “the daughter and the family.” Do the IT professionals in those organizations have different DNA? Were they raised better? Are the company’s employees
more understanding and patient when it comes to IT?
I don’t think so. The CIOs who have brought their teams in line with the rest of
the organization spend time and energy on communication and language and training and relationships; those activities are as important to them as running their
infrastructure. They have a vision for the way they want IT to be perceived and the
ability to battle the natural order of things and embed IT in the business.
Lord knows it isn’t easy, when IT demand is greater than supply and security
threats are growing and computer-science grads are decreasing and consumerization is completely changing the ground underneath your feet. But if changing the
language of weekly memos or assigning a new book to your leadership team can get
you one step further on the journey toward bringing IT closer to the business, then
do it. You may be able to get past this troublesome paradox once and for all. n
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By Vadim Liberman

Let Your People

Should your company allow—
even encourage—
voluntary turnover?

■ Vadim Liberman is senior editor of TCB Review, where he’s worked for almost one-third of his life.

How can we hold onto our people? Everyone
is concerned about retention for a reason:
Companies are very much aware that employees
feel disengaged, overworked, and undercompensated. As soon as the economy picks up—
any day now!—your best people will surely
be working their latest LinkedIn connections and filling headhunters’ inboxes with
résumés. With each upward spike of the Dow,
we’re warned, more and more workers will
vanish from their desks like a scene from Left
Behind. You’d think that you’re facing a cataclysm preventable only with prayer, or maybe
restoration of that gold-plated healthcare
plan you dropped back in 2008.
Sure enough, turnover can sicken an organization, leaving
gaps that can’t be filled and further burdening everyone who
sticks around. But just as treating a disease can inflict greater
harm than the illness itself, so too regarding retention strategies. Your efforts may tether people to your firm, but low
turnover may cloak various corporate cancers. Worse, it may
exacerbate them.
Attempts to padlock exit doors have warped turnover into
retention’s devilish twin. According to consultant Dawn
McCooey, “There’s so much focus and countless books on retention”—including, she admits, her own, Keeping Good Employees
on Board—“that managers overlook the value of getting people
off board.”
In other words: Are your people—most of them, anyway—
worth fighting to keep? Should you be making it easier for
employees to leave, even if they might head across the street
to your chief competitor?
In developing a more nuanced perspective that positively
values voluntary turnover, you probably need not trash your
retention initiatives entirely—not everything you’ve been told
is wrong—but “there are a lot of myths out there,” says consultant Beverly Kaye, author of Help Them Grow or Watch Them Go.
“One of them is that all retention improves business results.”
It’s time to draft a new script.

Exit Signs
First of all: How often do people voluntarily quit jobs? And are
Gen-Xers and millennials as restless and disloyal as you’ve heard?
Back in December 2007, about 2.7 million private-sector
workers quit their jobs, according to the U.S. Bureau of Labor
Statistics (BLS). In September 2009, with jobholders feeling insecure, the number plummeted to 1.5 million; in June
2012, it was up to 2 million—rising but nowhere near the
Great Exodus about which everyone warned. During their

first year on the job, almost a quarter of new hires currently
decamp, and 13 percent of organizations lose at least half of
their new workers, according to an Allied Van Lines study of
five hundred HR professionals.
That sounds like a lot of movement, at a time when we’re
constantly reminded that the traditional employment contract is in tatters. But today’s workers are sticking with their
current companies longer than ever. In 1996, during the
height of the talent wars, people spent about 3.8 years with
their existing employer, according to BLS. Over the next
fourteen years, tenure rose to 4.4 years. More dramatically,
in 2010, tenure for white-collar professionals rose to approximately 5.2 years, up 13 percent over a decade.
Furthermore, you may have heard that today’s younger
workers are less tied down than their older counterparts,
even more so than in previous generations. Actually, since
the mid-1990s, tenure has increased among employees under
34 and decreased for the majority of those older.
So what should all this mean to you? Maybe nothing. For
starters, the above stats depict differences of months, not
years. Secondly, such snapshots are interesting, but like
many business metrics, they are only interesting. Sure, you
now know some numbers, but do they explain if voluntary
turnover is good, bad, or irrelevant to an organization? Never
mind that an organization is not your organization.
Regardless, counting on a continuing weak economy to
retain workers isn’t much of a strategy. “Companies can be
asleep at the switch,” McCooey says. “It’s easy to assume that
just because people need jobs, they will stay.”
Certainly, some remain because they dread that the grass is
always yellower elsewhere, but “if you think that your people
should be happy just because they have a job, you’re going to
find yourself in deep trouble,” Kaye says. “Good players know
they always have options. I recall at one company when an
employee left, his boss said, ‘No big deal. There’s plenty of talent out there.’ Those words got out in the organization, and
six more people left within three weeks.”
Was the supervisor wrong in his opinion—or in voicing it?
Much depends on who packed up. (Maybe six better people
arrived shortly after.) For now, the overarching point is this:
A sputtering economy might make for a potent retention tool,
but potent isn’t necessarily good.
“The state of the economy shouldn’t affect retention strategies,” says Teresa Tanner, chief HR officer at Cincinnati-based
Fifth Third Bank. “I worry if leaders get lazy during tough
times, or if they see false positives. They see that turnover
is down, so they immediately assume it’s for reasons other
than what they really are”—reasons such as loyalty, satisfaction, engagement, apathy, and anxiety. Low turnover might
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indicate workers eager not to arrive each morning but to leave
each evening. This past June, nearly one in three employees
surveyed by Mercer said they were keeping an eye on the exit
sign. Granted, thoughts don’t always lead to actions, but you
have to wonder: Are daydreams of departure good for workplace innovation and collaboration? “People may be staying,
but they’re not adding value to the company,” says Jeanne
Meister, a partner at Future Workplace, a New York-based
consultancy.
For workers fantasizing about walking out the door, might
opening it for them make you better off?

The Turnover Calculator
It’s disheartening to tally the costs when key people leave
unexpectedly: client loss, temps, paperwork, help-wanted
advertising, recruiters, background checks, screening,
interviewing, training, et cetera. And there’s a lot of et cetera,
including indirect losses pertaining to knowledge, skills,
productivity, engagement, and morale. For instance, HR leaders
surveyed by Allied estimate that it takes about eight months
for a new hire to reach full productivity. Beverly Kaye insists
that a new salesperson in her organization must work eighteen
months to two years to provide an ROI. By the time you push
the calculator’s equal sign, replacing someone can cost 150 to
250 percent of the person’s annual compensation.
However, with so many intangibles attached to diaphanous
dollars, we should take care not to make cents into nonsense
when counting turnover expenditures. “Some costs are
hard; some are soft. At times they are overstated, at times
understated,” Teresa Tanner explains. “It’s always going to
be debatable.”
Debatable costs notwithstanding, turnover rates can serve
as a quick measure of corporate well-being—a big mistake,
argues Dick Finnegan, CEO of workplace consultancy C-Suite
Analytics. Retention figures have no meaning unless someone gives them meaning, he says, adding, “CEOs can’t readily
translate turnover percents into dollars. If an HR director
says turnover is 19 percent, the CEO will ask how it compares
to that of peers. If it’s lower, the CEO thinks the company is
doing well. But if the HR person says that turnover is costing
the company $10.8 million a year, the CEO won’t care about
the percent and how it compares to peers’.”
Is the number really $10.8 million? Maybe it’s higher, or
lower, or zero. Yes, there are tangible costs to losing people.
But you can hire or promote replacements at lower salaries or
save on healthcare premiums by replacing experienced workers with young, entry-level hires.
Most turnover advantages aren’t line items on accounting
spreadsheets; then again, neither are many retention benefits.
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Still, there are more quantifiable savings to keeping workers
than losing them, which explains why “we look at the
negative effects of employee turnover but not the positive
effects,” Dawn McCooey says. “These are expenses without
invoices. Because they aren’t easily measured, they’re easily
ignored.” Ignored, that is, when discussing turnover. We continue
to calculate retention benefits despite lingering intangibles.
For instance, we highlight the importance of retaining
workers to preserve knowledge and skills but fail to acknowledge turnover’s role in attracting fresh ideas, expertise, and
competitive intelligence. Similarly, loyal clients may follow
departing executives . . . straight to the organizations that
hire them. (Hypothetically, you don’t have to lose someone to
bring in someone, but employment budgets are not so hypothetical.) Also, low turnover can turn hiring managers stale,
given lack of opportunity to do their jobs. Ironically, then,
efforts to keep good workers may cripple you from hiring any.
Meanwhile, we lament that turnover drags down productivity, but “when someone isn’t pulling weight, losing that
person can make you more money,” explains Brandi Britton,
a regional vice president in the Los Angeles area for staffing
and recruiting firm Robert Half International. Imagine an
underperformer who quits. Chances are, you’d replace him
with a better worker—and it will probably take less than
eight months and 150 percent of his salary, especially if you
promote a high-potential employee, an opportunity you may
not have had if not for someone leaving. In fact, the individual you’re now elevating may otherwise have left.
Plus, turnover calculations rarely account for costs of continuing to employ a craptastic vampire who sucks spirit and
productivity from those around him. We’ve all worked with,
if not for, one of these irritating bats. Once one flies out the
window, morale and other benefits usually flood back in.

The Engagement Paradox
“When turnover is high, HR sends out newsletters and creates employment-appreciation weeks to fix it, which doesn’t
get them anywhere because no one quits or stays for the
newsletter,” Dick Finnegan says. “When’s the last time you
heard someone say, ‘My boss treats me like dirt, but I’m holding on for employee-appreciation week?’”
Several years ago, researchers Todd Pittinsky and Margaret
Shih asked managers to identify steps that they’d take to
retain a valued worker. The managers cited actions such as
“increase salary” or “change his or her title,” which doesn’t
increase productivity or keep employees for more than a
couple of months, according to Pittinsky and Shih. The
researchers also asked a second group of managers how
they’d elicit commitment from a valued worker. Responses

The Pre-

Interview
By the time an HR rep asks someone during an exit
interview, “Why are you leaving?”, one foot’s already out
the door. It’s the wrong question, says Dick Finnegan,
author of The Power of Stay Interviews for Engagement and
Retention. It should be, “Why did you look for a new job in
the first place?”
“Exit interviews tell you what I, the leaving employee,
feel comfortable telling you so that the back door stays
open should I want to come back. It’s a bit of bull,” says
Beverly Kaye, founder of Career Systems International,
a workforce-development consultancy. Even if someone
is sincere, it’s too late to make an immediate difference.
“Our research shows that the supervisor who lost the
employee often says, ‘I wish the person would’ve told me
that. I could’ve made it happen.’ Sometimes, all it would’ve
taken is a basic conversation”—a “stay interview” between
a manager (not an HR rep) and a subordinate about an
employee’s perspective about work, while he’s still at
work, to find out why the person stays or might leave.
Although 54 percent of HR respondents in an Allied Van
Lines study said they conduct exit interviews, only 13
percent gauge satisfaction while employees are still with
the organization.
But if workers lie when they leave organizations, why
expect honesty while still employed? Any worker that
divulges to his boss that he’s been trawling Monster.com
is either brave or stupid. “I think honest responses in a
stay interview are a human-resources fantasy,” agrees

Jeanne Meister, author of The 2020 Workplace. “No one
in their right mind will say, ‘I have three interviews this
month.’” Instead, she recommends scrutinizing how well
employees actually work.
Performance, however, doesn’t necessarily indicate
a person’s propensity to leave. Besides, Kaye insists that
when done right, stay interviews yield actionable information. “Unfortunately,” she says, “managers may have
the will but not always the skill to speak to their people.”
The best way to get direct answers may be to raise
indirect questions. Rather than inquire, “Why do you
stay?”, Kaye recommends asking: If you were to win the
lottery and resign, what would you miss the most about
your job? What can we do to support your career goals?
How do you like to be recognized? What about your job
makes you jump out of bed in the morning? What makes
you hit the snooze button?
Obviously, no one will reply, “I could do my job better
if you weren’t so incompetent at yours.” Indeed, Teresa
Tanner, an executive vice president at Fifth Third Bank,
concedes that “some of the responses will be valid;
some not. The only thing you can do is continue to ask
questions, because sometimes you will get valuable
answers.” Adds Brandi Britton of staffing firm Robert
Half International: “You may find out that it’s not always,
‘I want to be promoted and make $10,000 more.’ Sometimes it’s just reducing obstacles to getting work done.”
—V.L.
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included “find out what challenges make him or her tick” and
“provide opportunities for learning on the job.”
The takeaway: Low turnover for the sake of low turnover is
nonsensical at best and damaging at worst—because focusing
on turnover isn’t just aiming at the wrong problem. It’s not
targeting a problem at all. Issues with turnover are really
issues with engagement.
Presumably you’ve given plenty of thought to engaging
your employees—though perhaps not to exactly how engagement might affect who stays and who leaves.
Consider training, which everybody knows that you must
offer to keep employees, right? Half-right. Training may
encourage your people to leave. Turns out that what matters
is not training but, rather, the opportunity to apply newly
acquired skills, according to recent research from the University of Iowa. Training without related chances to grow may
only frustrate employees to the point of departure (though
it’s unclear whether trained or untrained workers are likelier
to leave).
But there’s a bigger catch-22: Training, along with other
engagement drivers, may foster an environment where your
best people aren’t leaving—and neither are your worst. After
all, everyone appreciates free bagels in the pantry and a boss
who says “thank you.”
“But what’s the solution?” asks Jeanne Meister. “You’re not
going to reduce benefits to force out underperformers. You’ll
lose top people that way.” She’s right, of course. But that
engagement efforts can detain dead weight underscores that
engagement isn’t the corporate panacea many proclaim it to
be. Furthermore, if you’re doing all the right things only to
see people walk out, it’s worth considering whether engagement is relevant to turnover at all.
The answer hinges on which group of employees—engaged
or disengaged—is likelier to vacate. On one hand, there’s the
argument that engaged workers are more apt to stay because,
well, they’re engaged. Those detached from their jobs, then, are
more prone to seek fulfillment elsewhere. On the other hand,
engaged staffers are psyched about their jobs and their careers.
They continually network, speak to recruiters, and check job
boards, while their slacker co-workers are checking Facebook.
Though Jamie Hale, workplace-planning practice leader
at Towers Watson, points out that 16 percent of engaged and
64 percent of disengaged employees fall into what she calls a
high-retention-risk group, ultimately, we don’t know for sure
who’s likelier to leave, given a dearth of solid research (partly
because engagement metrics themselves are open to much
interpretation and criticism). Moreover, it is irrelevant—
because again, what’s the alternative? It’s not as if the choice
to engage your workers is really a choice. You’re going to do it.
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You’re going to provide people with opportunities, but there
are only so many internal doors a company can open for an
employee before eventually shutting one, at which point he’ll
find an escape hatch.

The Other Turnover

Short of losing their own jobs, managers fear nothing
more than telling subordinates they’re out of theirs.
Some feel sorry for employees, some panic over finding and training replacements, while others fret over
the impact on those remaining. More deeply, when
firing someone, bosses self-interrogate over their
own possible inadequacies. “Was I a horrible
mentor?” “Did I fully appreciate the person’s needs?”
“Is the employee’s failure my own?”
Others within the organization may similarly question the manager’s abilities, especially if there’s
pressure to cap turnover. Between the doubts and
demands, it’s unrealistic for any organization to rely
on involuntary turnover alone to weed out poor
performers.
“There are probably companies that wish their
turnover were higher, but they can’t figure out how
to make that happen,” says Towers Watson’s Jamie
Hale. “They don’t fire people because they aren’t bad
enough to terminate. These folks are disengaged,
though not enough to where they want to go someplace else, but you kind of wish they would.”
So how to tell someone to get out without telling someone to get out? One option is to rank them
poorly, though you needn’t take Jack Welch’s advice to
subsequently fire them; the bad appraisal alone may
persuade sufficiently. “There can be pressure where if
I know I’m not meeting expectations, then I’m going to
look elsewhere,” Hale says. For example, those failing
to make partner at law and accounting firms often
leave—without the company having to shell out for
unemployment, severance, and benefits.
Still, while a rank-and-yank-yourself approach may
help purge your bottom performers, it neglects your
mediocre middle, the people whom you’d ideally want
to replace without firings. Naturally, there are coercive
ways to push them out, but “there’s a downside to
that,” says Robert Half International’s Brandi Britton.
“There are negative repercussions as peers become
aware of the outgoing person’s negative experience. Also, once this person leaves, he may give your
company a negative reputation.” Seems that winning
approaches to losing people don’t come easily. —V.L.

A good leader has a transparent relationship with the employee. If the
worker is a good performer and you can’t find a better role for the person,
you’re better off helping the individual transition out of the organization.
If an ambitious manager outgrows her position, with no
room to advance—hierarchically or otherwise—she may lose
interest in the work. When a job and a worker no longer fit
together well, the best way to encourage the worker is to discourage her from staying. “Managers should be really open
about this,” suggests Brandi Britton. “A good leader has a transparent relationship with the employee. If the worker is a good
performer and you can’t find a better role for the person, you’re
better off helping the individual transition out of the organization. That’s a value to people because most don’t want to be in
an environment where they aren’t appreciated. Sometimes it’s
hard for them to see that, so it takes another person to say,
‘We like you, but this may not be the right job for you.’ There’s
nothing negative about that. It’s good for both parties.”

Measures Minus Meaning
It all amounts to this: Turnover metrics assess . . . turnover
only. Unfortunately, companies often conflate optimal, higher,
lower, good, and bad. Calculating a voluntary turnover of, say,
4 percent is easy—and pointless, for it says nothing about why
some of your employees become ex-employees. “The overall

rate is almost not worthwhile to measure,” Britton says.
The only reason, she adds, would be for benchmarking.
And then what? If overall turnover measurements
themselves shouldn’t guide strategy—and they shouldn’t—
then your position relative to others is just another measurement that’s . . . interesting. Still, even if a company’s overall
turnover is irrelevant, that doesn’t mean all turnover is
irrelevant to a company—it’s not that but which people leave.
“If someone who you want to keep walks out the door, no one
will say, ‘We wanted to keep that person, but it’s good that he’s
leaving because we now can get fresh blood,’” Dick Finnegan
points out. Therefore, the question, “Who’s likely to leave?”
matters less (if at all), than, “Whom do you want to keep?”
Some companies, like Applebee’s and IndyMac Mortgage
Services, already concentrate on what many call regrettable
turnover, the departure of people who businesses wish had
stayed. Obviously, you want to keep your—
—top talent? Well, that depends. How replaceable is the
worker? Are there others in the marketplace with similar
skills? Not every high performer would cause an equal loss
to your organization.
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“It isn’t strategic to say you want turnover at X percent
across the entire enterprise,” says Teresa Tanner. “You need different strategies for different segments of your workforce. It’s
about strategic workforce planning based on customer service
and economic value. You simply can’t afford to have A players in every position, nor do you need to, nor can you sustain
that. What you want are A players in A positions. Where costto-performance variability is not that high, where it’s easy to
bring people up to speed, you may not care if you’re the best
in the industry in that segment because the higher turnover
doesn’t impact your business as much. That doesn’t mean you
don’t care about every employee or try to develop them. It just
means that turnover goals are not a one-size-fits-all equation.”
Why set turnover goals at all? Yes, you could assign
departmental targets relative to others—2 percent for sales;
4 percent for accounting—but internal benchmarking faces
the same drawback as its external version: Turnover rates are
numerical facts, not judgments, and not even bases for management calls. Suppose sales’ actual turnover were 1 percent,
or 3 percent? How are we to judge that? Is that a “good” number
as long as it still falls below accounting’s? What if sales stays at
2 percent, but accounting drops to 1 percent? Which number is
good or bad now? This very annoying exercise hints that to a
degree, we’re making arbitrary calls—because there are too many
variables, including issues around engagement, recruitment,
training, salaries, etc. And so, if setting goals around turnover
seems irrational, measuring it seems even more so.

U

ltimately, all turnover may be regrettable. Says
Tanner: “It aggravates me when I talk to HR people
who say that the only turnover they care about is of
people they regret losing. If someone leaves dissatisfied, then
something went terribly wrong in the assessment, interview,
or selection process.”
Rather than focus on turnover itself, you’re better off
concentrating on its potential drivers, such as engagement,
recruiting, training, benefits—these are the things you
should address. By doing so, you’ll likely discover that it’s
OK if some, maybe many, people leave. To do that, don’t
punish managers for low retention, or reward them when it’s
high. It sends the wrong messages. “If a company brushes
under the rug that turnover can have positive results, then
managers will assume there are negative consequences every
time people leave,” Brandi Britton explains. “But if a company
highlights retention and turnover by pointing out their pros
and cons, then people will see more of a balance.”
In other words, turnover should be a non-issue. Stop making
it one. n
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The Idiot’s
Guide to
Turnover

To keep employees, don’t hire candidates who’ll leave.
Simple, except almost everyone leaves, eventually.
Still, the argument—some unexceptional staffer is
bound to murmur it—against hiring some people
because “they’re likely to leave anyway” is—
“—a sad statement,” says Dawn McCooey, a Victoria, British Columbia-based retention consultant. “It’s
like saying, ‘I’m going to marry someone who’s not
really my suitor because we’re not going to stay
together anyway.’” Plus, the illogic connotes an odd
paradox: Don’t recruit top talent—just retain it.
“It would be shortsighted not to hire the individual,”
suggests consultant Jeanne Meister. Deciding otherwise, she says, speaks more to your own insecurities.
It’s also like telling a candidate (not that you actually
would): “You’d make a so-so addition to our team.
You’re hired!”
Some years back, researchers Todd Pittinsky and
Margaret Shih claimed that “knowledge nomads”—
highly mobile workers who spring from firm to firm—
can be as committed to an employer as longer-term
workers. “Length of time in an organization is certainly the most common way of measuring employee
commitment, but it is hardly the most interesting or
helpful for managers,” they write. “Far more important . . . is the quality and quantity of the work he or
she does while there.”
Perhaps Fifth Third Bank’s CHRO Teresa Tanner
offers the best advice: “Take superior talent and get as
much out of it as you can for the time you have with it.
Be happy, and then move on.” —V.L.

Rather than focus on
turnover itself, you’re
better off concentrating on
its potential drivers, such
as engagement, recruiting,
training, benefits—these
are the things you
should address.
“The Offer”

Most organizations pay employees to work. One pays them to leave work.
Four years ago, Zappos began offering workers $100 to quit. After a training
period of a few weeks, during which the retailer immersed new employees
into its culture and operating procedures, a manager sat down with each person to extend “The Offer,” a super-early-resignation bribe and an opportunity
for both business and workers to ensure a good job fit. Better to cut potential
losses now than to suffer future, greater costs associated with disengagement, turnover, and potentially unhappy customers.
“It’s an interesting approach, but it almost suggests a bad job of selecting
people,” says Towers Watson’s Jamie Hale. “Maybe it’s better to do newemployee surveys or other things that would identify if people are dissatisfied
with their decision.”
Adds Brandi Britton of staffing firm Robert Half International, “At the end
of the day, if the economy is bad, people aren’t going to leave even if you offer
them $1,000.”
What about today’s offer of $4,000? After Zappos raised the amount from
$100 to $1,500 within a few months in 2008, a company training manager
told Internet Retailer that only 2 to 3 percent of new hires accepted the money,
which she attributed to proper screening of candidates. Still, one has to
wonder at what sum the company would find it disadvantageous to continue
the program—or how many dollars Zappos would have to wave at new hires
before significantly more of them waved goodbye? —V.L.
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The Marketing
Monster
When executives begin
to believe their own hype.

By
Jonah Sachs
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Pushing past the journalists and shouting rabble outside his
office, Tony Hayward begins to wonder if he has been silently
transported to a perverse and personal hell. He appears to
be in St. James Square on an average, overcast morning. He
appears to be stepping into the same building he enters every
weekday. This appears to be his life, except for one terrifying
detail: Every television, every phone, every mouth around him
has been enlisted as an instrument of his torment, spewing an
endless flow of angry questions—questions no reasonable
person could possibly answer.
“Mr. Hayward, how long until the well will be capped?”
“Mr. Hayward, will this spill be worse than the Valdez?”
“Mr. Hayward, will BP declare bankruptcy?”
If becoming the most hated man in the world just meant death threats and stones
thrown by protestors, he could handle it. But it’s the questions that are beginning
to drive him mad. He wishes he could simply ignore them. But he is condemned to
give answers, knowing the only reward if he survives with his sanity intact will be
one final question: “Mr. Hayward, when will you resign?”
Bleak.
He gets off at the sixth floor and steps into a conference room, nervously eyeing
the executives who have gathered there, half expecting them to turn on him too.
One of the attendees will later describe an icy stare coming from his boss’s onceopen, boyish face. “You’re getting paranoid, Tony,” he thinks to himself. “You know
these people. This is your team.”
He relaxes for a moment, and BP’s embattled CEO allows himself the luxury of
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asking a question of his own: “What the hell did we do to
deserve this?”
Nobody dares to answer, but someone does scribble the
question down and later will pass it off to a reporter. It is
printed and reprinted millions of times over. In the months
that follow, Tony Hayward, who runs what investigators
would call the world’s most reckless and aggressive oil
company, will be asked hundreds of times how he could have
asked such a stupid question.
In fact, Hayward’s question wasn’t nearly as stupid as it
may appear. Instead, it offers an important insight into the
psychology of a man and a company that had fallen victim
to its own deceptive empowerment marketing strategy.
By telling the truth about the dangers of humanity’s dependence on oil and enlisting people to fight it, BP had risen to
tremendous heights as the green-energy brand. It had also
set itself up for a tremendous fall—and not only because the
2010 Deepwater Horizon oil spill destroyed billions of dollars
of green brand equity. Less appreciated, but perhaps more
importantly, BP’s false green brand likely played a significant
role in causing the spill itself—blinding its executives to the
outrageous liabilities in the firm’s ultra-risky exploration
strategy, making them believe that they were the “good guys,”
regardless of mountains of evidence to the contrary.

Greenwash and Groupthink
By 1997, the audacious John Browne had fixed on the idea
that he would create the world’s largest oil company—by
exploration, acquisition, and branding. The British Petroleum
CEO believed, many thought insanely, that customers could
be taught to identify with a brand of gasoline. Browne knew
that if this feat could be pulled off, it would give him an
enormous competitive advantage as he acquired smaller
companies, supercharged their sales with his brand, and
rolled them up into an empire.
The inspiration for an iconic oil brand first occurred to
Browne while he was serving on the board of Intel. He had
been deeply impressed that a company that manufactured an
essentially invisible product—a microchip—could become
one of the world’s most recognizable brand names thanks to
the clever “Intel Inside” campaign. “People don’t ask whether
BP is inside,” he told Harvard Business Review. “Maybe
someday they will.”
But the irrepressible executive had a tremendous uphill
climb ahead of him. The public was reporting that they hated
oil companies, and pumped their gasoline only grudgingly.
Since the 1989 Exxon Valdez disaster, anyone involved with
the petroleum industry was seen as a villain. And with rising
concern about climate change, the situation was only deteriorating. A major industry survey at the time found that motor
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fuels made up the absolute worst-performing category in
terms of brand affinity.
Browne was ready to do something radical, and in 1997
he made an appearance at Stanford University, surrounded
by solar panels, declaring that the evidence was irrefutable:
There is a direct link between manmade greenhouse gases and
climate change. Something must be done, now.
Later that year, Browne dramatically withdrew British
Petroleum from the Global Climate Coalition, an oil interest
group devoted to questioning the science of climate change.
All this was worthy of tremendous international
attention and acclaim. It was a tectonic shift in the
story wars—an oil company no longer resisting,
but joining, the fight against
climate change.
By 2000, changes to British Petroleum’s brand would be unmistakable and sweeping. The name was
changed to BP and the new tagline,
“Beyond Petroleum,” would serve
as the firm’s de facto long-form
name. The BP shield was replaced
with a helios, a symbol of the sun
that doubled as a flower. Browne
would follow the rebrand with
promises of multibillion-dollar
investments in alternative energy
and a pledge to cut his own company’s
emissions drastically. The new look was
all sunshine and optimism, and the ads
that accompanied it followed a classic
and hard-hitting empowerment marketing
approach—so not surprisingly, they worked
spectacularly.

BP’s false green
a significant role in
BP was not asking audiences to believe
they could consume their way out
of the oil problem. That would
have been seen as obvious
greenwashing. Instead, BP’s
creative team at Ogilvy &
Mather decided to tell a deeper

truth. The ad campaigns would call on audiences to engage
in a conversation and a partnership with the brand in making
tough choices and ultimately in creating solutions. The
messages were far from feel-good, but they were tremendously inspiring.
“It wasn’t in the spirit of, ‘Don’t worry your pretty little
heads: We’ll get you the oil that you need,’” recalled Ogilvy’s
North American chairman John Seifert of BP’s “On the
Street” campaign. These celebrated ads featured everyday
people grappling with the tough problem of oil dependence.
The ads offered a new story for a society realizing that old
visions of progress and explanations of how to get
there no longer made sense. And they emphasized the importance of honesty, calling people
to think deeply and act selflessly.
“Think about your children,” a woman
in one ad snarls when asked what
she would say to an oil executive.
“They’re breathing the air
I’m breathing, that you’re breathing, and it’s bad. . . . If you have
alternatives, invest the money
in alternatives. You’ll still make
money. It won’t make you a
Communist. It’ll just make you
a better human being.”
Audiences and critics were wowed.

Here Comes the Sun King
The new look and the authentic-seeming
conversations that accompanied BP’s image
refresh would make Browne’s vision of a lovable oil brand come true—beyond even his lofty
dreams. BP quickly rocketed to number one in the

brand likely played
causing the spill itself.
motor-fuels category for brand
loyalty and soon launched
out of that group to become
one of the world’s most
beloved brands in all categories.
Browne himself would become the
celebrated “green oilman,” and even more

dramatically the business press dubbed him “the Sun King.”
As he worked feverishly to consolidate smaller companies
into BP—buying Amoco and Arco in quick succession—the
halo around BP’s chief continued to expand. He had already
been knighted in 1998 following his Stanford speech, and in
2001, he was appointed to the House of Lords with the title
of Baron Browne of Madingley. The world was buying BP’s
version of the truth.
Investors were buying it too. A 2007 BusinessWeek article
argued that the company’s excellent risk rating, which was
better than rival ExxonMobil’s, could be traced to BP’s commitment to alternative energy. This was an amazing coup,
because over the previous five years BP had been slapped with
760 safety violations to ExxonMobil’s one. The story BP was
telling was just too good to be undermined by facts on the
ground. But the facts had long been grim.
While dramatically telling the truth about the problems
with fossil fuels, BP was living a lie—there was nothing
“beyond petroleum” about the oil giant’s operations. For
years, Browne had been spending more on green advertising
than on alternative energy research, and even his long-term
multibillion-dollar commitment to clean energy was smaller
than BP’s single-year spend on oil exploration. By 2010, BP’s
investment in hydrogen, wind, solar, and biofuels amounted
to just 6 percent of its overall capital expenditures.
In 2010, looking back on BP’s operations, The Wall Street
Journal would note that the company’s business strategy
had long been “predicated on being a leader at the industry’s
frontiers—drilling the world’s deepest wells in the Gulf of
Mexico, scouring for oil in the Arctic, squeezing natural gas
from the rocks of Oman.” Not exactly beyond petroleum. As
the Baron traveled around the world receiving awards and
accolades for his green commitments, he was also driving up
profits by cutting costs—laying off thousands of employees,
many of them engineers whose job it was to ensure that BP’s
aggressive projects wouldn’t lead to disaster for workers and
the environment.
The results of Browne’s hard-driving approach would be
dramatic and tragic—and until the ultimate disaster of the
largest spill in American history, they would be amazingly
hidden beneath the brand’s feel-good image. In 2005, a fire
at a BP refinery in Texas killed fifteen workers and injured
170 others. The government would find that the deaths were
no freak accident but the result of grossly negligent corporate
behavior. BP would be slapped with the largest fine in OSHA
history. In 2006, a ruptured BP pipeline spewed more than
200,000 gallons of crude oil onto the Alaska tundra—the
worst onshore spill in Alaskan history. A congressional
investigation found that negligence and cost-cutting played
a major role in this fiasco too.
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These disasters and the many hundreds of documented
near-disasters made it clear to many BP employees that for
Browne, caution and safety were simply not high priorities.
He enthusiastically focused on only three things: aggressive
oil exploration, cost-cutting, and green branding.
Even in light of damning government reports, internal
investigations, and warnings from other oil companies of
impending disaster, Browne would remain at the helm of BP.
It was only in May 2007, after an embarrassing personal
and legal scandal, that the Sun King stepped down and his
protégé, Tony Hayward, a twenty-seven-year BP veteran,
took over.
Hayward touted himself as a reformer. And he seemed to
believe it. But after almost three decades and a long stint in
Browne’s inner circle, he was a company man through and
through. While he talked confidently of BP’s radical shift
to a focus on safety, he was in reality deeply steeped in BP’s
tradition of say a lot, do a little.
One former BP safety engineer summed up the superficiality of the company’s safety approach, saying that executives

What the
hell did
we do to
deserve this?

The Agents of Authenticity
As BP can tell you, stepping up with an empowermentmarketing approach can be dangerous and complex.
Fortunately, we are not all doomed to repeat these mistakes. Your narrative marketing strategy can drive you to
actually live out the values at its core, and the digital era has
brought armies of potential allies who can help you do just
that. They are the newest major force in the story wars—the
agents of authenticity—and they are everywhere.
No matter how carefully you craft your story strategy,
it is your audience, many of them agents of authenticity,
who will write its most important chapters. To anyone who
owns or manages a brand, including a personal brand,
today’s audiences appear to be far more frightening than
the passive media consumers of the broadcast era. That
is, they’re frightening until you understand a simple truth:
They don’t hate you. In fact, chances are, if they’re calling you to authenticity it’s because they want to love you.
They’ve connected with your core values. They’ve been
inspired by your marketing. And they want nothing more
than to see you live the truth you’re telling.
Today’s agents of authenticity are forensic experts and
masters of social media. Some of them are agenda-driven
crusaders—consider lab technicians analyzing Barbie’s
packaging. What they’re looking for is evidence of wood
from Sumatran rainforests buried in the cardboard’s DNA.
When they find that the toy, so beloved by girls everywhere,
is responsible for the deaths of baby tigers (also beloved
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by girls everywhere), they pass the information on to the
Greenpeace media team.
Greenpeace turns the revelation into a viral video story
in which Ken hears Barbie’s been trashing the planet and
dumps her. A few hundred thousand angry letters later,
and Mattel, the world’s largest toy maker, is trying to plead
ignorance while simultaneously announcing a new packaging policy. News of the campaign will eventually go mainstream—but not right away. That happens only after it’s
picked up from Greenpeace’s own publishing platform, from
YouTube, and from the local news channels that covered a
handful of protestors outside corporate headquarters.
The agents of authenticity are highly creative, and
they’re not afraid to take on their own nominal allies. But
most agents of authenticity aren’t activists. They’re parents using mobile apps such as GoodGuide to get health
information that can’t be found on product labels. When
one finds out her favorite brand of no-tears baby shampoo
contains neurotoxins, she tweets, alerting her social network and the brand itself to the deep irony that an “ultragentle” product causes brain damage. One is a traveler
who has been mistreated by the counter rep of an airline
built on a story all about care for its customers. He has a
personal publishing platform that reaches fifteen hundred
people who deeply trust his opinion. For fifteen hundred
travelers—and after his stinging posts go viral, 150,000
more people—the next chapter brings an unexpected, and

were “focused so heavily on the easy part
of safety, holding the hand rails, spending
hours discussing the merits of reverse parking and the dangers of not having a lid on a
coffee cup, but were less enthusiastic about
the hard stuff, investing in and maintaining their complex facilities.” It’s because,
he said, when it comes to oil, “they just go
after it with a ferocity that’s mind-numbing
and terrifying.”

Hayward, like Browne, was all for safety
when it was easy, but when it conflicted
with maximum oil output, safety always
seemed to take a back seat. That’s why by
2010, under Hayward’s regime, BP had
become the world leader in “ultradeep”
offshore drilling while remaining at the top
of the list when it came to safety violations.

All the while, its website proudly proclaimed—as it still does:
“‘Beyond petroleum’ sums up our brand in the most succinct
and focused way possible. It’s both what we stand for and
a practical description of what we do.”
So it came as no surprise to industry observers and many
BP employees that on April 20, 2010, a megadisaster finally
occurred. The explosion of the Deepwater Horizon oil platform
would kill eleven workers and release more than five million
barrels of oil into the Gulf of Mexico over five months. The
spill took just four days to surpass the scale of the infamous
Exxon Valdez. Numerous investigations would place the blame
for the explosion on BP’s cutting of costs, inattention to
safety, and overly aggressive attitude toward extracting oil
from difficult-to-reach reserves.
So how could Hayward have asked, “What the hell did we
do to deserve this?” He posed this question honestly, not for
the sake of PR, but in the privacy of his own office. Here was
a man with more access to the facts of BP’s reckless behavior
than perhaps anyone on Earth. He had presided over one
of the world’s most deceptive brands. He came in with a

unwelcome, twist to the airline’s story.
Agents of authenticity are donors who can now track
where their dollars really go, voters who can find out
where a candidate’s dollars really come from, and customers
who can talk to each other about their entire experience
dealing with a brand. They’re increasingly comfortable
with Yelp, Twitter, Facebook “likes,” and Amazon reviews.
If they’re under 50, they’re more likely to get their news
online than through broadcast. More often than not, that
online news contains a social layer, attaching the comments and recommendations of their friends to every
piece of information they receive. The world of conversations that matter is becoming transparent, and the price
of admission to that world is authenticity.
Case in point: Greenpeace’s real target in the Barbie
campaign was Sinar Mas, the largely invisible paper-products company that is deforesting Sumatra. But companies
such as these can be difficult to influence: “The leadership of
Sinar Mas doesn’t care about a few folks around the globe
calling them out,” says Rolf Skar, a Greenpeace organizer
who helped craft the Barbie campaign. “So we trace their
products up to brands who have customers that do care.
They have real brand liabilities. Mattel’s not the most evil
company in the world. But the values they’re trying to
communicate to consumers are in such blatant contrast
to what’s going on that it makes it pretty easy to tell a story
about what they’re doing and get people interested in acting.”

Customers love Mattel’s brand story of childhood fun
and innocence, and they want it to be true. When it turns
out that the company’s actions put this story in doubt,
that information becomes worth sharing in the community of parents and kids who care about these products
the most. Mattel has suddenly become a cheat and
therefore storyworthy. Greenpeace knows this, and
though its campaigners will probably never love Mattel,
they are counting on the desire of millions to love the
brand and see it live its truth.
Nike was never the only or worst offender in the use of
sweatshops—it was just the brand that customers most
wanted to love, thanks to its empowerment-marketing
successes. Human-rights campaigners knew this and
successfully made Nike synonymous with sweatshop labor.
Their aim was to get the sneaker legend to live up to its
story. Same with the successful viral campaign to get toxic
chemicals out of Apple products. Customers want Apple
to be as clean and revolutionary as the image presented
in its stories.
People want to love these brands. And if these brands
live the truth, they will. If you plan to build an iconic brand
around iconic stories, you should expect to face this
same need for authenticity. This is just as true for a
locally revered brand as it is for a brand that is iconic on
a global stage. At any scale, people are passionate about
the truth behind brands they love. —J.S.

The Inside Perspective
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reformer’s mandate, yet he had utterly failed to shift the
company away from its reckless behavior.
In truth, Hayward was only the latest tragic figure to ask
this apparently ridiculous question. It’s one that has been
posed, just as strangely, throughout history by misguided
leaders who have isolated themselves within a reality of their
own making, surrounding themselves with others who come
to see the world just as they do—however distorted that
vision may be. We can just as easily imagine John F. Kennedy
asking this question of his advisers after the Bay of Pigs debacle,
or Richard Nixon asking it after Watergate, or George W. Bush
after no WMDs were found in Iraq. The question must have
rattled off the skyscrapers on Wall Street for months after
insane lending practices began bringing legendary institutions to their knees. This phenomenon is called groupthink,
and it tends to run rampant in organizations that refuse to
live the truth proclaimed in the stories they tell.
Psychologist Irving Janis developed the groupthink model
in the early 1970s, partly to explain how otherwise-intelligent members of a decision-making group so often make
disastrous decisions such as these. When certain conditions
are present, Janis discovered, groups quickly reach consensus
decisions with amazing disregard for obvious warning signs
that they are on the wrong track. Extremely cohesive groups,
oriented around a strong leader, will ignore or punish dissenting opinions. Before long, they stop being aware that dissent
exists at all. At this point, the realities of the outside world
start to become less important than the illusory reality
created by the insiders themselves. Victims of groupthink
tend to be overly optimistic that desired results will come
their way and dangerously enthusiastic about risk-taking
because they believe they cannot fail. What looks like evil or
stupid behavior from the outside appears totally reasonable
and justified when seen from within.
As John Browne rose to the zenith of his global esteem,
groupthink descended upon BP’s core leadership team like a
thick fog. Red flags about safety concerns flew up everywhere
in the form of external and internal investigations and even
massive government fines. Browne and his men, including
Hayward, optimistically responded with superficial fixes,
believing these measures could address deeper safety issues
while keeping oil flowing at maximum rates.
Whistleblowers tried desperately to get
executives to maintain safety equipment,
and top talent resigned in protest when
they did not. Executives consistently ignored such dissent. When
Hayward took over, the leadership
team spent countless hours discussing plans to
reorient its approach to safety even as they
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increased the riskiness of the projects they undertook.
From the inside, it all looked perfectly normal.

W

hy did BP’s leaders fall so completely under the
spell of groupthink? Blame it, in large part, on
the success of Beyond Petroleum and Ogilvy’s
brilliant ad campaign.
Irving Janis identified eight key symptoms that both
indicate the conditions of groupthink and cause defective
decision-making as a result. At the top of this list, just
under symptom 1—illusions of invulnerability—he placed
“Unquestioned belief in the morality of the group.” A sense
of moral rightness, Janis argued, blinds group members to
the consequences of their actions. Being the good guys, it
turns out, makes what you actually do seem irrelevant—even
when what you do puts yourself and others at grave risk.
It is beyond question that Browne’s inspired Beyond
Petroleum campaign cast BP convincingly as global good
guys. Customers believed it, and they made BP the most
highly rated gasoline brand. Investors believed it and gave the
company implausibly high risk ratings. The queen of England
believed it. And most tragically, so did John Browne and Tony
Hayward. Mesmerized by their own saintliness, BP’s leaders
felt free to engage in far riskier adventures than other,
less-pious oil companies would ever dare attempt—remember
that publicly reviled ExxonMobil earned only one safety
violation in the time it took for BP to rack up 760.
BP’s powerful empowerment-marketing strategy created
a valuable community of customers, but it also created an
overly cohesive leadership team, blind to its own faults. Lives,
livelihoods, and ecosystems would come crashing down as
a result. So would one of the most valuable brand images of
the twenty-first century. Hayward was shocked, and that’s
likely because he was just as fooled by Beyond Petroleum as
anyone else.
While few companies have the power to generate profits
or tragedy on the scale of BP, every marketer can learn from
the oil giant’s giant error. Creating a story strategy based
on higher values that have little or nothing to do with the
operational values of your brand puts you on a razor’s edge.
As the strategy begins to succeed, as so many empowermentmarketing strategies do, the reality depicted in the
stories you tell becomes more real to you than the
realities of the world your brand actually inhabits.
Convinced of its higher morality, your team becomes
so enamored of the story, however untrue, that focus
on the fundamentals of running a business wavers.
Risks rise while thoughtful analysis falters. And one
of the worst victims of greenwashing, surprisingly,
becomes the greenwashed brand itself. n
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“For women, there’s still the question of diversity at the very
top,” says Hanna Rosin, and indeed, articles and books continue
to lament how few female CEOs and directors populate the corner
offices of corporate America. But just a level or two down,
women not only have achieved equity—in many industries and
professions, they have surpassed men, and that fact has enormous
implications for both employers and employees.
Rosin’s new book, The End of Men and the Rise of Women (Riverhead), ventures far
beyond the workplace, but that’s where the story begins: with male-dominated professions
waning and men failing to adapt to new economic realities. The result is men losing power
and authority both at work and at home. Even as ambitious women continue to struggle
with “having it all” issues of balancing careers and family, men increasingly grapple with
an unfamiliar feeling of dispossession.
The End of Men grew out of a 2010 Atlantic article that drew feedback both positive and negative. “I’ve heard two main negative
reactions: that I’m antifeminist and that I’m anti-men,” she says. “Men’s groups may agree with me on their circumstances, but
to hear a woman say it is hard. Positive reactions have come from single mothers and struggling single women; they have really
appreciated hearing articulated what is changing in power dynamics between men and women and how we can recognize what
these new family configurations are.”
Rosin is a senior editor at The Atlantic and founder of DoubleX, the gender-issues section of Slate; she is married to Slate editor
David Plotz, with whom she has three children. Rosin spoke via Skype from her Washington, D.C., home.

I had assumed that “the end of men”
was somewhat hyperbolic. And
it’s true that you don’t envision
males disappearing altogether.
But things do sound a little bleak.
When did everything start going
wrong for men?
Everything started going wrong for men
when the manufacturing era started
to end, maybe forty years ago. But you
could also say a hundred years ago,
when office work came into play, when
brawn—sheer physical strength—
started to become less important.

You cite “the growing demand for
soft-skills jobs” beginning in the
1970s.
That’s more or less when we started to
appreciate the creative economy and
measure people skills. But even before
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that, in the literature of the ’50s, like The Man in the Gray Flannel Suit, men were beginning to rebel against office life as something that is unmanly; reading, you start
to get a sense of the work world as something that men feel constrained by and that
seems to play to natural strengths of women.

And as you write, “the modern economy is becoming a place where women
hold the cards.” Women worldwide dominate colleges, twelve of the fifteen fastest-growing job categories are primarily female, and men are
increasingly concentrated in industries that are fading away.
College is a big part of the picture because, whether we like it or not, college is a precursor to success these days. Some people argue against that and don’t want it to be
true, but it is true. For reasons researchers can’t quite figure out, women are much
more successful in getting college degrees; in fact, school at all levels seems to play
to the natural abilities of women.
But the jobs that seem to be growing, the jobs we think of as stepping-stones
to the middle class, are heavily dominated by women. And ironically, they depend
on old stereotypes about nurturing—for instance, about nursing. Women are half
of medical-school graduates and, in some countries, more than half of doctors.
England is having a national conversation about the feminization of the medical
industry because so many doctors are women. The healthcare industry has actually
grown at about the same rate as the manufacturing industry has shrunk.

When you refer to “the new feminized economy,” it sounds as though it
includes everything but construction and manufacturing. Is there a
“masculine economy” anymore?
I don’t think there’s any growing economy we’d call masculine—except technology,
which, at the top, is still dominated by men. And I don’t think any economist thinks
that the manufacturing era is going to come back. It’s never going to be what it was.

From a corporate perspective, should employers care whether they’re
hiring more men or women? It’s understandable why schools strive for
gender parity, but what about companies?
Yes, companies should care about gender parity. This is
a conversation I had with a lot of the young founders of
tech companies. They approach this very clinically—not
as a politically correct matter of “It’s really nice to have
a lot of women around” but by reading decision-making
studies that talked about the value of diversity in decision-making and how it’s better to have multiple perspectives. So for the bottom line, it’s better to have diversity.
In the ’80s and ’90s, companies strained to have
diversity as one of their values; now it’s more moving
past diversity to having women in actual positions of
leadership. We have a lot of diversity in the manager
class, and we have a lot of diversity in the lower executive class. The question is what happens after that—
how to get more diversity in the upper executive class.

as collaboration. There are still slightly
different ways that women make decisions. They’re not necessarily nicer about
making decisions, but there are certain
things they do consistently, like take
others’ views into account, and they tend
to be a little bit more cautious. So this is
a long continuum.
I am not of the view that there
are fixed traits. It’d be much easier if I

It’s not so much empathy
and nurturing that’s valued
in the economy when
we talk about leadership
skills as collaboration.

Of course, in technology the conversation may be
about how to bring more women in, but in a lot of other industries, things
have already tipped the other direction. At what point do some companies—
like colleges—need to worry about hiring and promoting more men?
I think there will be a point very soon where we have to start worrying about diversity and men at the entry level, in the same way we started worrying about diversity
and men at elite colleges. The natural next step is to worry about men graduating
from elite colleges and getting entry-level jobs. This idea may sound absurd to feminists, but it’s the natural next step.
I’ve read about companies in China where, like in a lot of Asian societies, hiring and
promotion are very much determined by exams. But so many women are getting ahead
that they’ve started to agonize about that and worry about bringing men forward.

Now, it seems as though a big part of why women are more successful in
the new economy is what you call “a traditionally feminine set of traits—
social skills, caretaking, and cooperative behavior.” You write that
“Traditionally feminine attributes, like empathy, patience, and communal
problem solving,” have replaced “the top-down autocratic model of leadership and success.” But are gender roles so fixed? Elsewhere in the book,
you look at claims by evolutionary psychologists that we’re all hardwired
to play fixed societal roles, and you insist that things aren’t so rigid.
They’re not so rigid. I think we’re in a transition moment now: It’s not so much empathy and nurturing that’s valued in the economy when we talk about leadership skills

argued my book that way and if I believed that, because then I could say,
“There are certain feminine traits, and
the female mind works this way, and
that’s what the economy wants.” But I
think, after reading much of the literature on this, that we don’t have enough
information to conclude that. There’s
a broader continuum than we think,
and women have moved far along the
continuum in terms of aggression and
dominance while still retaining some
of the other qualities like empathy and
collaboration, whereas men are a little
more rigid on that continuum, at least
in this moment. They haven’t been
allowed to, for cultural reasons and
maybe some neurological reasons, move
quite as far as women.
That’s why I put my chapter on violence in the book, in order to scramble
the picture a little bit, to show that
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we’ve long thought that men dominate
because they’re aggressive, but we can
see how far women have moved on that
aggression-and-dominance scale.

So you’re saying that when women
run the world, we shouldn’t
assume that world will be more
gentle and nurturing and compassionate?
I don’t think so! I do believe it might
be more collaborative; there might be a
different way of making decisions; and
it might be slightly less risk-taking, if
that’s how we want to define aggression.
So I feel those traits are fairly consistent
among women. It may change a hundred
years from now, but I think it’ll take a
long time. But I do not think the world
will necessarily be nicer or more gentle.
I don’t think that’s necessarily true.
There’s research—albeit very limited
research—showing that women consistently do make different decisions with
money. Norway is our live example of
this, because they have mandated that
women sit on corporate boards. They’ve
done the first series of studies on what
happened in Norway, and women do
make slightly different decisions, and
those slightly different decisions do in
fact affect the bottom line.

It results in more long-term thinking, right?
That was the idea—that women don’t
make as quick, short-term, what after
the Wall Street crash we started to call
testosterone-driven decisions. They
make slightly longer-term decisions
that affect the bottom line in the short
term. Now, we would like to think that
in the long term they won’t affect the
bottom line; we don’t know that for
sure. We don’t have the evidence yet.
After the Wall Street crash, people
started discussing reckless decisionmaking with regard to gender—for
instance, analyzing how many trades a
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single man makes per hour versus how many trades a single woman makes per hour.
We began to reevaluate aggressive as reckless. Think about The New York Times theory
of how Lyme disease brought down JPMorgan: Ina Drew was in charge of the various
traders and kept the bank out of the banking crisis for three years. The year that the
disastrous London trades were made at JPMorgan, she had Lyme disease, and she was
gone so much that she wasn’t around enough to soothe everyone’s egos and keep them
collaborating.
Now, do I actually believe that testosterone rages on Wall Street trading floors are
responsible for bad trades? I don’t believe that any more than I believe all those old
studies about estrogen and hormones and how they affect the way a woman walks
and what she looks like and whom she’s attracted to. What’s interesting to me is the
culture of science—how we’ve started to look at and evaluate these situations differently now that we’re starting to accept that women can be top leaders.

And yet there are almost no female CEOs, which you call “the ultimate
problem.” Should we expect time to solve that as well, after today’s male
CEOs retire? Is it, as you put it, “the last gasp of a vanishing age”?
I think it’s partly a question of social policy and partly a question of time. The situation looks unstable when you look at these hierarchies; it’s unsustainable. We have
such a huge number of women in the middle-executive ranks and almost none at the
top. So I think partly time will solve this problem—the next generation will not look
like that. But we can’t just sit still and wait for it to happen. The workplace needs to
look at itself and address some of these questions.

Considering that women have largely taken over HR functions, why are
corporate cultures and HR policies still so inflexible?
Economist Claudia Goldin talks about how some professions, most notably law firms
and Wall Street, are absurdly rigid and very old-fashioned in terms of what they
demand. But we’re getting closer to a tipping point. Anne-Marie Slaughter, in her
Atlantic piece “Why Women Still Can’t Have It All,” describes how many women want
certain things and want to behave in certain ways in regards to their children, and
how that doesn’t match today’s typical workplace, which is fairly inflexible in terms
of accepting that there are so many ambitious women in the workplace. She and
I agree that America, for whatever reason, is extremely slow in incorporating and
accepting the entry of women at all levels of the workplace.
The hope is that the younger generation of workers will change things. Their
demands are not that different from mine, as a 40-year-old woman with children:
how they want to work, how much they want to dedicate themselves to work, and
their sense that they don’t need to be loyal to any one place. Maybe in the next generation, the workplace will open up a little bit and become more flexible in different
industries, allowing more women to rise where they’re naturally headed anyway and
create a more humane workplace.

You write that Silicon Valley is managing to solve the problem of ambitious
women who want to spend time with their children without destroying
their careers.
They have not solved the ultimate problem: There are not huge numbers of women at
the top in Silicon Valley. On the other hand, those firms are remarkably flexible, and
they seem to me to be relatively gender-blind even though they’re male-dominated,

because they’re younger and newer and don’t have a century of historical operations
as workplaces. Women there have told me story after story of walking up to a boss
and saying, “I just had a baby; I want to take the baby traveling with me; you have to
pay for it.” And the answer is usually yes, for all the reasons it should be yes: “We value
you, we spent the last decade training you, and you’re the best person for this job. So
sure—do what you have to do for the next couple of years, and we’ll have you back
after that.”

from law school and taking entry-level
jobs but can’t quite make it up to partner? We used to think there was something wrong with the women; now we
think there’s something wrong with the
law firms, which are failing to retain
talent that they’ve trained.

Do you expect other industries to learn from the tech industry and rethink
flextime and other policies?

Surely, before too long, a couple
of major law firms and Wall
Street firms will follow through
on their rhetoric and become more
flexible, making it safe for others
to follow suit.

Yes. People admire Silicon Valley; they want to emulate it; they want to be the workplace of the future. Nobody wants to be called backward and hidebound and stuck
to traditional rules.

Who has the furthest to go?
Whenever there are studies done about blockage to the top, researchers almost
always cite law firms: Why is it that they have a huge number of women graduating

Here and there you do see amazing,
small programs that work really
well, and they closely measure their
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productivity—how many hours people
work and how it affects the bottom
line. There’s a small program at a huge
law firm in Los Angeles, and there’s a
firm in London that’s been remarkably
successful in creating a slightly more
flexible partner track that women have
been able to take advantage of.
I would like to get to a point—in
society as well as in the workplace—
where no choice carries a stigma, where
we don’t automatically ask what’s wrong
with a woman who has a baby and, like
Marissa Mayer at Yahoo, comes back
to work two weeks later, and where we
don’t ask what’s wrong with a man who
wants to stay home and take care of
that baby.
We need to open our minds to what
men can do and what is acceptable for
men to do at home. Until it genuinely
becomes acceptable for a man to make
the decision, without stigma, that he
for some period of time is going to be
the one taking care of the children . . .
Imagine a world in which that was true.
It would be so much easier for women—
everyone would get used to the fact
that there’s a parent at home and that
parent is the father. So we do have a
long way to go.

These are attitudinal shifts that
we all need to make, right? At one
point in the book, you describe
meeting a stay-at-home father and
having a reflexive reaction.
I tell the story of a stay-at-home father
whom I saw, during the day, doing a
project with toddlers, and I was startled. I’m trying to get over that initial
instinct I have—the way I view men—
and think, “This is fantastic.”
It’s not just that men are rigid in
what they’re willing to do—we as a
culture are rigid in what we accept
that men can do. And it’s different in
different parts of the country. When
I was doing research in Alabama, you
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wouldn’t believe how rigid roles are in terms of what jobs are acceptable. A teacher
is barely an acceptable job in some towns there, and it would really help men out if
they could work as teachers. By contrast, in places like San Francisco and New York
and D.C., where I live, the roles are a little broader—though still not that broad.
Maybe in the same way that the country is going through a transition in how we
think of gay people getting married, we have to do the same thing for straight men
who are doing what we think of as traditionally feminine things during the day—
and not think it’s a big deal.

The biggest question is whether men can, or will, adapt to “the workplace
of the future.” Why have men been so slow to adapt? Why are there still so
few male nurses and schoolteachers?
It’s a great question. It’s only at the end of the book when I started to grapple with this
rigidity and, in many places, the failure to break out of the macho warrior box. We’re so
used to thinking of women as the ones who are oppressed that it took me a whole book
to realize what a bind men are in, how hard it is for men to change or adapt.

profession,” wages fall, men flee,
and prestige drains away.

It’s not just that
men are rigid
in what they’re
willing to do—we
as a culture are
rigid in what we
accept that men
can do.

And already, young, urban, progressive men are becoming accustomed to being
much more active fathers and having different kinds of jobs and switching traditional
roles with their partners—maybe their girlfriend is a lawyer and they’re doing more
creative work. They’re still a transition generation, but maybe they’re the tip of the
iceberg. It’s a slow coastal-to-middle-America progression of men becoming used to
taking on these identities and roles, and I think the economy is going to force that
on people without it being painful or embarrassing, in the same way that women not
having children until much later is becoming slightly more acceptable.
Sociologically, in the century that women have entered and become half of the workforce, there should have been an equivalent shift for men and domesticity, in terms of
what men do at home, what men do with children, job choices men make. That should
balance out. But it hasn’t worked that way at all: The women’s roles have changed a lot,
but the men’s roles haven’t changed very much. That’s the journey we have yet to travel.

What do you think will finally force men to expand their choice of
workplaces? As you note, when a trade becomes seen as a “woman’s

The “typewriter paradox.”

But if men shun every one of those
professions, many men will be
limited to construction jobs.
It’s true. I asked every nursing school,
pharmacy school, and teaching school
I visited, “Are any men staying with
the program?” And there’s a little bit
of hopefulness: There are men coming
in as nurses and teachers and pharmacists. Not huge numbers yet, but some.
Some professions will be easier to
break than others. One can’t imagine
a huge influx of men into the nursing
field anytime soon, but there’s no
reason why there isn’t an influx of men
into the teaching field.
The tide has gone all in one direction:
women taking over men’s professions
and men refusing to go near women’s
professions.

Throughout the book, you discuss
why women are adjusting so much
more easily to new roles than
men are. As my wife suggested, it
can’t hurt that there was—is—a
national women’s movement that
has been discussing these issues
for forty years, while the closest
thing to a men’s movement has been
based on Iron John.
That’s a big problem. The things that
make men less successful in the new
economy are the same things that keep
them from banding together into movements. Susan Faludi’s Stiffed addressed
this pretty extensively. There isn’t a
men’s movement for more paternity
leave or for retraining men for certain
jobs or colleges. Whenever there’s a
program for, say, retraining, it’s never
initiated by the men, unlike women, who
have accomplished so much by banding
together to break down barriers. I wish
the men would do the same thing.
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You talk about “the working-class
men of the South, who openly mourn
the old chivalrous ways and grieve
for what the new economy has
robbed from them.” Do these men
see women’s gains coming at their
expense?
I had to force those conversations to
happen.

Well, they’re uncomfortable
conversations.
I was actually just back in the Alabama
town I write about and talked to more
people, so it’s fresh in my mind. It’s
not something that is acknowledged or
talked about openly. The wives would
laugh at me: “Yes, I pay our mortgage,
and I’ve had a bigger paycheck for a
decade, but if you want to keep your
marriage together, you don’t talk about
that.” And certainly the men didn’t
want to talk about being secondary.

cuss the issues. Instead of “head of the household,” they say “spiritual head of the
household,” which means biblically ordained by God to be the head of the household. It used to mean breadwinner; it doesn’t anymore.
When women talk about being submissive, they put the word in quotes now.
Their mothers will ask, “Are you really submitting to him?” because they see what
happens when the wife is making more money and the husband is at home.

What happens?
Life takes over: “Honey, did you do the laundry? Have you gone to Wal-Mart yet?”
You start to behave like the boss.
These families are still trying to figure it all out. Some women insist that the
man is the head of the household even though he’s not working and hasn’t been
the breadwinner in quite a while. The man-as-protector role persists even for stayat-home dads; it has to do with strength and physical size; it’s always told to me—
and it’s very poignant, actually—in terms of emergencies. I would ask women,
“How is he still the head of household if he’s not earning money?” And they would
say, “Look, if something bad happened—an emergency, or if someone broke into
the house—he would be there for us.”
What survives strongly is the idea of the man as the hero and the savior in a
theoretical emergency; I wrote about this in relation to the Aurora theater shooting, in which three men were shot protecting their girlfriends. Sometimes it comes
up in a Christian apocalyptic sense: You have to be prepared because the country
is going to seed and we’re losing our greatness, and that’s the moment you’ll see
men rise as men—when you’ll understand what it means to be a man.

But they have given it some thought.
This is a live issue only because it is a
central philosophy of the church that
the man is the head of the household.
That is no joke—they teach it at youth
groups; they discuss it when talking
to young men and women before they
marry; they talk about it on Father’s
Day. And while they don’t talk about
gender dynamics changing, there are
small changes in the ways they dis-
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In the end, you manage to sound upbeat: “In my heart of hearts I believe
that men . . . will eventually learn to decode the new flexibility, and
will begin to adopt it for themselves.” Is that really what’s in your
heart of hearts, or did you just not want things to sound so bleak for
your two sons?
It is in my heart of hearts because of this long struggle I went through with the
brain-science books. I really wanted to believe that men’s brains are one way and
women’s brains another way, so I read the literature—and things are just not that
fixed and determinative. We can only conclude that there’s a huge amount of room
to move, for men as well as women. n
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Real diversity means
getting past groupthink.
By John Buchanan
Diversity was never supposed
to be limited to skin color,
gender, or ethnicity. It also
promised to help generate a
broader range of thoughts,
opinions, and perspectives—
and help overcome the curse
of groupthink.
Any number of recent articles and
books have urged executive teams and
corporate boards to foster discussion
and disagreement. Only from constructive conflict, we’ve been told, can
out-of-the-box opinions and ideas
emerge. In short, everyone—really,
everyone—agrees that groupthink should
be avoided like the plague and that new
ideas are as good as gold.
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How is it possible that organizations have achieved
But even though most big companies long ago established
formal diversity goals and programs, initiatives aimed at creating fresh ideas, planting the seeds of greater innovation and
fostering contrarian views that serve as a hedge against costly
mistakes, have—with relatively few exceptions—failed.
Miserably.
How is it possible that organizations have achieved outward
diversity but not diversity of thought? Perhaps executives and
team leaders say they want debate—and may even believe
it—but find real-life pushback annoying and impractical, in
the same way that every CEO proclaims an open-door policy
but few follow through. Or maybe the problem is more fundamental: that the culture works to stifle dissent and push
everyone in the same direction.
“The executives who say they want to bring in diversity
of thought really have their own unconscious biases against
it,” says Joe Santana, a New York-based diversity consultant.
“They already have their own model of what the culture of
the organization is and who gets points for their thinking.
And no matter what they say, most CEOs and other C-suite
executives do not want to be openly challenged. And if they
are, they are more likely to defend their own views than they
are to embrace those of others who think differently.”
As a textbook example of what typically happens, Santana
cites a Fortune 1,000 CEO who recruited a mid-level executive from a competitor specifically in order to foster new
ideas and diverse perspectives. Within a few months, the CEO
began complaining that the new person’s values and perspectives did not fit well in the company. Shortly after that, they
parted ways.
Patricia Lenkov, president of Agility Executive Search in
New York, is not at all surprised by that outcome—the story
is a familiar one. “Companies start out with these wonderful,
noble initiatives,” she says. “And then they blow up like that
because the person is not given the tools or the guidance to
actually do what they were supposedly brought in to do.”
The message to others is loud and clear, Santana says—
it’s best to toe the line and avoid making waves.

Life in a Bubble
One reason why fresh thinking is so hard to come by is that
Fortune 1,000 CEOs are largely cast from the same mold. To
illustrate that point, Lenkov invokes the board of a major U.S.
company that has encountered stormy waters lately—with
little, if any, change in its assessment of underlying issues
and challenges. That’s because the entire board consists of
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CEOs, she says. It’s a diverse group in the traditional sense
of the term, but they all share an overarching trait: They run
big companies. “So they all think alike,” Lenkov says, “and
their decision-making process is the same.”
And given the current economic climate, that’s unlikely
to change anytime soon. For example, top executives have
little appetite for risk right now, and as a result, they’re most
comfortable sticking to what they know and what has proven
effective in the past. “They play it safe in terms of decisionmaking,” Lenkov says. “So there’s not a lot of room for adding
any kind of change or diversity of thinking.”
Orlando Ashford, managing partner and head of HR
at Mercer in New York, agrees with Lenkov’s assessment,
adding that such aversion to different perspectives will have
to change in the future in terms of the characteristics that
define the most effective CEOs. “Of course, they need to
be confident of their convictions,” Ashford says. “But they
also need to be more collaborative in terms of how they
make decisions.”
One top executive who has a unique take on the issue is
Ray Dalio, founder and former CEO of giant investment-

outward diversity but not diversity of thought
management firm Bridgewater Associates in Westport, Conn.
From the day he created the company in 1975, Dalio has been
a fierce proponent and extraordinarily successful practitioner of diverse thinking as an essential business tactic (see
“Thoughtful Disagreement,” below). He attributes his success
in encouraging disagreement and debate to the fact that he
launched the firm without the prejudices or biases of any
prior experience at a traditional organization. By definition,
he says, a traditional CEO of a company with an existing
structure that is hierarchical has a different way of thinking
and follows quite a different approach. Being an entrepreneur
means having to figure everything out in an independent
way, Dalio says. “Rising through an existing structure or

culture doesn’t usually lend itself to that.”
As a famous example of his point, he cites Steve Jobs.
“He also did not go into an existing company,” Dalio says.
“He started a company. If he had spent twenty years in a
Fortune 500 company, he would have not been an independent thinker, and he wouldn’t be a promoter of independent
thinking. He would have had to learn well and follow instructions and get the approvals and the promotions that would
allow him to climb the ladder.”

Fighting the Culture War
Even when top executives do genuinely want diversity
of thought, they often discover to their dismay that the

Thoughtful disagreement
Over the last thirty-seven years, since he founded the
company, Ray Dalio, former CEO and now mentor and
chief investment officer at investment management firm
Bridgewater Associates, has relentlessly promoted diverse
thought within the organization.
“I find it an oddity that most executives don’t enjoy what
I call ‘thoughtful disagreement’ and find it productive,”
says Dalio, who attributes his $10 billion net worth to his
nontraditional mentality.
One of the key tools he has used to foster thoughtful
disagreement is the tape recording of every meeting held
at Bridgewater, unless it involves sensitive proprietary
information. “And anybody in the company can listen to
those meetings,” he says. “The most fundamental idea
behind what we do is that nothing in the company is hidden. I believe in radical transparency.”
Such unorthodox openness is essential to proper communication, Dalio says. “When you do things behind closed
doors, nobody is going to know exactly what the deal is,” he
says. “There’s going to be a whole lot of spin. And everybody will try to protect their egos. So who knows what’s
right and what’s wrong? But when everything is radically
open, everybody can judge whether something makes
sense or not.”
Another example of Dalio’s innovative tactics is what
he calls “issues logs.” “Whenever anything goes wrong,”
he says, “it’s the responsibility of everyone at Bridgewater to log it, write it down, and then diagnose why it went
wrong—in a non-egotistical way.”

The idea, he explains, is to bring problems to the
surface—to look for problems. “Because in problems, we
find out about weaknesses,” he says. “And improvement
comes from looking at problems and identifying weaknesses. But most people don’t like doing that. So that is
another example of a process we have institutionalized,
with total transparency, so we can learn and improve.”
What his admittedly radical approach has achieved, he
says, is a list of tangible business benefits that include
fostering innovation and reducing the risk of major mistakes. “You also produce appreciation from your people,”
he says. “You build meaningful relationships and a sense
of community. And you have people who could not work
anywhere else. All of those things result if you respect the
fact that everybody has the right and obligation to make
sense of things and do it in an open way. And that needs to
be institutionalized. It has to be structurally created.”
And in case anyone doubts the fiscal benefits of diverse
thinking, Dalio points out that while the hedge-fund
industry posted a negative 5 percent return last year,
Bridgewater earned a whopping 23 percent for its clients,
which include central banks and foreign governments.
Since the global financial crisis of 2008, while competitors struggled, Bridgewater has brought in $50 billion for
its clients.
“But that required us to think very differently from the
rest of the world,” Dalio says. “We thought in a way that was
very different from the way everyone else was thinking.”
—J.B.
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company’s entrenched culture effectively kills off any such
newfangled notion.
While companies say they are looking for new ideas, there
is in most organizations an expectation of assimilation into
the existing culture and norms of the enterprise, Santana
says. Even when people with new ways of thinking and seeing opportunities and challenges enter the organization, they
are generally either remolded into the company’s image or
weeded out.
(The exception, albeit one with the same result, is when
a board brings in a new CEO with a mandate for dramatic
change. Adherence to the “old” culture is suddenly seen as
obstinacy and inflexibility, and everyone rushes to declare
allegiance to each of the CEO’s stated ideas, with perceived
dissenters hastily pushed out of the organization.)
George Bradt, managing director of Stamford, Conn.-based
executive on-boarding consultancy PrimeGenesis, likens that
longstanding cultural reality to the old samurai culture of
Japan. “If you stood out from the crowd and were wrong, they
cut your head off,” he says. “If you stood out from the crowd
and were right, the group ostracized you and you ended up
having to commit hara-kiri. The end result of both outcomes was
a bad one, so people learned not to stand out from the crowd.”
He sees a powerful parallel in today’s corporate world. “And
it’s not just true of the reactions of the people above you,” Bradt
says. “If you make your peers look bad and they shun you, in
today’s organization—where things are so much more interdependent than ever before—you can’t succeed. You won’t last.”
Given such a formidable obstacle, Santana says, he counsels
clients to assess their organizational culture before they go
looking for free thinkers. He recommends they look carefully
at the changes that have to be made before they will be able
to bring in someone with contrarian ideas and actually leverage that person’s value.
Yet another beguiling factor is the ironic reality that
diversity, in terms of race, gender, or ethnicity, does not
ensure diversity of thought. In fact, although most large
companies have aggressively pursued traditional “diversity”
for at least a decade, it has yielded virtually no benefit in
terms of broader perspective or analysis. It has simply—and
surprisingly—led to more groupthink.
“Racial or gender diversity is not the same thing as diversity of thought,” Bradt says. “Even if a company is recruiting
people who look or sound different, if they’re thinking the
same way when they come into the company, you don’t get
diversity of thought. And no matter how you recruit them,
if you train everybody the same way and reward everybody
the same way, guess what—you end up with the same result.
You end up with the same kind of thinking.”
Moreover, because many recruits of Fortune 1,000 compa-
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nies have attended the same handful of business schools and
development programs, even if they were diverse when they
went in, they are homogenized when they come out. Lenkov
agrees that such a cookie-cutter model for B-school graduates
exacerbates the problem.
And, says San Diego-based leadership-training consultant
AmyK Hutchens, most savvy hires are also trained to adapt to
their new organization’s culture rather than swim against the
tide if they want to get on track to climb the corporate ladder.

From the Top
When confronted with such daunting obstacles to success, companies that do want to nurture diversity of thought must embrace an all-important, overarching principle, the experts say.
And that is that it’s not an HR issue. It’s a leadership issue.
Lenkov seconds that opinion but also stresses that to have
any real chance of fruition, the initiative must start at the
very top of the organization, with the board. “There has to
be a culture in the boardroom that will allow for that kind
of change, because there’s that old saying, ‘It’s not about what
you say—it’s about what you do,’” she says. “If you don’t actually see such a new initiative represented in the boardroom,
how will it translate down into the organization? So it has to
be encouraged directly from the boardroom. That’s the only
way to ensure a continual process that is aimed at creating
diversity of thought. Otherwise, even when you have it, it
tends to still become groupthink over time. There has to be
a constant process of renewal of the desire to have it, and that
can come only from the board.”
At the same time, says David M. Love II, a director in executive search firm Stanton Chase’s Atlanta office, HR leaders
must wholeheartedly embrace the concept of truly diverse
thinking as an essential twenty-first-century weapon. And
for that to happen, he says, top executives must start challenging their HR professionals. “They have to start saying,
‘I don’t want more of the same. I want diversity of thought,
and it’s up to you to deliver it.’ And that HR person will have
to believe in it just as much as the leader does.”

Making It Happen
Although few observers seem convinced that diversity-ofthought initiatives will ever sweep through the Fortune
1,000, they are quick to identify cases of companies that have
undertaken one and made it work.
“We believe in diversity of thought, and our leaders value it,”
says Tracey Gray-Walker, a twenty-two-year veteran of New
York-based insurer AXA Equitable and now its chief diversity
officer. “So we actually promote it. We want to develop different perspectives so that we can ultimately achieve better
business results.”

Although most large companies
have aggressively pursued
traditional “diversity” for at least
a decade, the effort has yielded
virtually no benefit in terms of broader
perspective or analysis. It has simply—
and surprisingly—led to more groupthink.
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And, Gray-Walker says, it’s nothing new. “I can’t remember
a time when I or others were not encouraged to bring our
own perspectives into a conversation or the development of
a project,” she says.
How does AXA get that message across? It’s part of the
company’s culture. “Speaking for myself, I encourage people
to challenge me in meetings,” Gray-Walker says. “I don’t
believe that any one person in the room ever has all the
answers. And I was developed in this organization to always
think outside the box and to bring my perspectives into
everything we do. I also learned that’s how you grow and get
ahead in this organization.”
Management, Gray-Walker says, rewards people for bringing their best ideas to the company every day and helping
AXA be better at fundamentals such as product development
or customer service.
Another good current example is Boeing, says AmyK
Hutchens. The company has created a formal “diversity of
thought” program for executives as part of their strategic
global diversity initiative. “And what’s fascinating about
their program is that they now believe and understand that
the most successful leaders are the ones that can gather and
embrace ideas from multiple perspectives that will generate
innovation and business growth,” Hutchens says. “As a result,
they’ve actually created a two-and-a-half-day program that
is all about valuing and leveraging multiple perspectives and
new ideas.”
Hutchens also cites Sandoz, the generic-pharmaceuticals
division of Novartis. The company’s onboarding process does
three things to measure a person’s potential for diversity of
thought. The first is an assessment of so-called “differential
ability.” That means HR actually tests to see how a person
solves problems. Sandoz also uses interview questions based
on a potential hire’s life experience and the things that have
made her who she is—and how that has helped her develop
problem-solving skills. And finally, the company uses the
Herrmann Brain Dominance Instrument test—though not
for hiring people. “They use it to make sure that once they
have hired someone, they will get real diversity of thought
from that person,” Hutchens says.

Starting a revolution?
While he might be in a minority for thinking so, Ashford
believes—based on the bottom-line success he has observed
at Mercer as a direct result of a CEO-driven quest for diversity of thought over the last few years—that such initiatives
will become mainstream across the Fortune 1,000 and
beyond in the foreseeable future.
“I think diversity of thought will have to become a broadbased practice for a few reasons,” he says. “One is the pace
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and complexity of the business environment in a global
economy. Those organizations that are going to be successful
going forward are going to be those where you have empowered
leaders and engagement that can bring different perspectives
and opinions together and people can challenge one another
to use their collective intelligence to solve problems.”
He agrees with his less optimistic peers, however, that
such widespread success will not be easy to achieve. In fact,
he says, for many organizations, it will be very difficult to
do. And it will remain a daunting challenge, no matter how
hard they try to change up their cultures. “But I also think
that more and more companies will come to the realization
that it’s something they need to be doing if they are going to
remain successful,” he says.
Dalio—the godfather of radically diverse thinking that is
encouraged at all costs—also believes that such lofty ambitions will infect more and more companies. But he also draws
a clear distinction between what he calls “new generation”
companies such as Apple and Google and the old-line, timehonored names now in the Fortune 1,000.
“I think there is a revolutionary new way of thinking that
is happening at companies out of Silicon Valley and other
places in which the approach to running the organization
is very different from the traditional approach,” Dalio says.
“So I would divide the world into traditional companies and
what I would call highly unstructured companies that are
highly oriented toward an idea meritocracy—entrepreneurial
companies that take a different approach to business. But
in those companies, I do think there is a revolution going on
about how to achieve independent thinking and build a true
idea meritocracy.”
And, he says, enormously important business advantages
such as the ability to innovate and solve critical problems will
increasingly accrue to enterprises that pursue that path.
And not least among them, he says, is the ability to recruit
top talent—“so much so,” he says, “that I don’t believe in the
future any intelligent person will want to go to a company
that is not an idea meritocracy where their independent
thinking is valued.” n

 arc Prensky is a speaker, writer, and game designer focusing on education and learning. Adapted from Brain Gain: Technology and the Quest for
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When I went to school, half a century ago,
I was taught to write letters, reports, and
essays. All of these were at that time important and widely used. But today, if a student
were to go to work, none of those would
likely be needed. The worker would write
emails, PowerPoint decks, and blog posts.
So is that what we should teach instead? Yes, to some degree.
But by the time many of today’s kids are working, those skills
won’t be important, either. What skills will? I believe we can
already foresee that among the most important ones will be
working in virtual communities, making videos (on both sides
of the camera), and programming our increasingly powerful
machines. So these are skills we should be teaching today.
In continuing to teach old, rarely used techniques, we
waste a great deal of our educational time, which is, after all,
limited. Not that the old techniques weren’t useful for developing certain mental habits and
skills. But if we believe the habits
and skills are valuable, we should
find useful, modern ways to develop them.
Is it digitally wise, for example,
to spend large amounts of time
teaching skills that practically all
adults now offload to machines?
These include, for example, adding, subtracting, multiplying, and
dividing large numbers. Do students really need to spend years
learning the old methods for doing
this (which, by the way, are really
just paper-based shortcuts) even
as backup? Wouldn’t it be digitally wiser to teach our young
people to use spreadsheets and other widely used mathematical tools—and to use them well—from the earliest grades?
Many would be loath, for example, to see “mental arithmetic” go. But if we are still going to teach it—along with
the fundamental lessons of what math is and means, which
are still important—we must figure out how that skill helps
twenty-first-century people, enhanced with digital tools. One
of the only times when the ability to do quick math in our head
is truly important is when we are negotiating: A person who
can quickly figure out in his or her head the value of something
proposed can have an advantage over someone who must pull
out tools to calculate. So I’d be for teaching some mental math
to our kids in a modern negotiating context.
But is it digitally wise to spend years and years of their schooling—which should be a useful and inspiring time—forcing

kids to practice long division and multiplication solutions to
problems that they can easily do in other ways—solutions,
moreover, that many of them will never master? (And it is
not even clear how long the negotiating advantage of mental
math, assuming there is one, will last. More and more people
now sit at the negotiating table with their tablet, or whatever
will replace it, in front of them.)
Actually, as Conrad Wolfram argues, in the modern
context, we get mathematics teaching backward. We spend
almost all our time teaching calculation—the part that
machines are much better for. We should be putting our focus
instead on the setting up of problems in mathematical language and in interpreting the machine-calculated solutions.
Similar issues exist with writing. Is there anyone who works
for a living who still writes most things out in longhand? Yes,
there still are some novelists and some doctors—including
mine—who do, but are they being digitally wise in doing so,
or would their writing of nonfiction books, medical records,
and notes be enhanced by being
done digitally? (Artistic writing
can, of course, be done in whatever way the artist prefers.)
Again, when it counts, we get
it backward. Instead of making
our kids use keyboards to write,
which is clearly the best twentyfirst-century way, we not only
allow them to do it the old way
but in many cases even require
that they do it by hand. Why?
People have all sorts of explanations for this. I have heard
some worry about keyboards changing. Perhaps, they say, we
should not teach and require kids to use QWERTY because it
might be replaced. Of course it will be replaced—it is an awkward technology. But it’s unlikely to be replaced by another
keyboard. Numerous attempts to change have shown that
despite its inconveniences, QWERTY is too embedded in our
culture for it to be replaced with another, even better, keyboard—in some cases it’s far worse to have two systems than
one that is universal. Although it has its flaws, the keyboard
is the best text-entry technology humans currently have. It is
the one that all businesses use, and the one that all our kids
should master—perhaps even before handwriting—so they
can write closer to the speed at which they think.
But I do think all keyboards will go away in their lifetime.
Humans are in desperate need of a better technology than a
keyboard for entering text into a computer. I am confident

In continuing to teach old,
rarely used techniques,
we waste a great deal

of our educational time,

which is, after all, limited.
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that a technology will emerge that
is universally acknowledged to be
so much better than keyboarding or voice that we will all just
switch to it in the same way we
all quickly switched to automobiles for travel and Google for search.
Some still think voice will be that technology, but even when voice-to-text is perfect, there
remains the problem of unwanted noise from many talking at
once that we already experience with public cell-phone calls.
The best candidate I have heard about from people working
on this problem is something called “sub-vocalization.” But
the eventual winner remains to be seen.

The Tools of the Century
If we really bothered to look at our kids’ curriculum carefully,
we would see that much of what we teach is not to their benefit
at all. A lot of it is really for our own nostalgic pleasure—teaching kids to do old things because those things once worked for
us. (Worse, we sometimes deliberately make students suffer
through whatever we had to suffer though; this is typical of
doctoral programs.) Today there exist better ways than the
ways in which most of us learned to write, read, calculate, and
do scholarship. The ironic truth is that while we still teach the
old ways to our kids, most of us have abandoned those ways
and adopted the new ones ourselves.
But we do still insist on teaching the old ways of writing,
calculating, and researching to our kids. Not that the old ways
aren’t fun sometimes, or even attractive or useful, but they
have effectively become, in the digital context, little more than
a hobby for enthusiasts, like writing with a quill in chancery
hand. Nothing completely goes away—there are still people
in the world making flint arrowheads. But is that (metaphorically) what we want today’s kids to be doing?
Some do offer serious rationales for continuing to teach the
old ways. They make the (valid) argument that the technology
we use influences how we think. Writing by hand, some
believe, can influence students’ thinking in positive ways.
But even if that’s true, so what? Our kids are not going to
think like people in Shakespeare’s time, who wrote with quills,
nor do we want them to. They are not going to think like people in the twentieth century, who wrote with ballpoints. They
are going to think like people of the twenty-first century, influenced by the tools of that century, the tools of their time. And we
should all want and expect them to.
We certainly wouldn’t say to a kid who loses his pen or pencil, “Oh, just write the essay in your head!” It is hard to think
of a job or profession where the wise interplay of mind and

Digital wisdom also consists of
helping kids understand why we
use technology, which is something
we can and should teach not as A
separate subject, but integrated
into all our lessons and classes,
just as reading and writing are.

technology is not important. Medical school without technology, anybody? Even the most menial tasks, such as garbage
collection, recycling, or sewage treatment, rely on computers
to schedule, report issues, and more and more, to automate the
process. We need to teach kids to think and work in this way.
Digital wisdom also consists of helping kids understand why we
use technology, which is something we can and should teach
not as a separate subject, but integrated into all our lessons and
classes, just as reading and writing are. They should learn in
school not to solve puzzles such as Sudoku, for example, but to
write the program that creates (and solves) all Sudoku puzzles
in one shot.
The questions I believe we should always ask ourselves
when deciding what to teach—and when to change over to
newer technologies—are, “Is this a digitally wise move?” and,
“How can we be digitally wiser about it?” It is not always the
case that just introducing technology into classrooms is digitally wise, which is why so much of it sits unused. Potentially,
it is a very good thing, for example, that Mark Zuckerberg
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plans to give $100 million to the Newark, N.J., schools—if it is
used in a digitally wise way. That way, in my view, would be to
imagine and plan for at least a year (and maybe more) before
any technology gets ordered. Doing it the other way around—
that is, purchasing and then planning, as too many educators
do—means that by the time people finally figure out digitally
wise ways to use the technology, it is already a generation or
more old and well on its way to becoming obsolete.
Some worry that valuable skills—particularly “thinking”
skills—get lost when we integrate technology. I disagree.
This may happen in some instances, but it by no means has
to be the case. To prevent it from happening, we must ask,
for those skills we consider important: “What are ways to
use technology to better learn and build these skills?” What
we need to find are ways to learn, practice, and master these
skills that do not take our young people backward into
the past but, rather, move them forward into the future.
To teach logical thinking, for example, we no longer have
to make our kids spend large amounts of time doing two
thousand-year-old geometrical proofs—we can offer them
programming, which teaches the same skills and prepares
them for twenty-first-century jobs.
There is no time to teach—and no point in teaching—all
the curriculum we taught in the past to our kids. We can’t do
that in the time we have—or even if we add more—and still
prepare our kids for the future. Why is there not more interest in developing a new, twenty-first-century curriculum
and not just adding on new skills to the old? If we could all
suspend our personal preferences, prejudices, and nostalgic
thinking for a bit, it wouldn’t be that hard to do.

The Wisdom of Children
As parents, we must also become digitally wiser in deciding
what technology our kids can use and have. When do we buy
our kids their first device? When do we let our kids go online?
What games can they play? When can they get onto online
communities? When can they go onto Facebook? When,
if ever, do they get their own cell phone and unlimited
texting plan? These are all decisions parents must make in
a digitally wise way. Parents should consider all the technologies’ benefits before the supposed dangers, many of which,
it turns out, are far more theoretical than real. (Even the
Public Safety Council cautions that “risk” is not the same
as “harm.”) And most important, for all parents, is talking
with, interacting with, and knowing their own child.
Most children, in my experience, understand requests for
balance, and even restrictions—when they see that our
admonitions contain what the children instinctively perceive as digital wisdom. If all that parents (or any adults)
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do is blindly follow fear-inspired advice, such as that often
offered in the press, and limit kids beyond what is balanced
and reasonable, the children will feel unfairly treated. A highschool student expressed this to me in an unforgettable way
when I asked her if she had played video games growing up.
“No,” she responded, “my parents deprived me.”
The danger we face is that too much of our parenting and
education is depriving our kids of important digital wisdom
they need for their future. We need to ask ourselves: What
benefits do these technologies bring to our kids’ lives? Do
they make them better communicators? Wiser people? These
conversations can, and should, be had with children directly,
as soon as they are capable of having them.
Most parents understand, I believe, that at some point kids
should have their own technology (assuming the parents can
afford it), although there is great disagreement on when to
give devices to children. Unfortunately, when many parents
decide it’s time for their kid to get a piece of technology, such
as a computer or a cell phone, they do it in a way that is digitally unwise: They merely give their device to their kid and
buy a new one for themselves. “I’m the adult, after all,” their
internal rationale goes. “I deserve the best and newest. I will
treat it better and use it more wisely.”
But this is not digital wisdom. Today such thinking is, in
fact, backward. Relatively few adults use, or need, the full
capability of today’s personal machines and tools. But most
kids do. They use them for games, for videos, for movies.
They constantly push the limits of what the tools they possess can access, download, and do for them, in ways most
adults never do. So, hard as it may be to swallow, the digitally
wise thing for a parent to do is to buy the latest and greatest
technology for your kid, and not for yourself. You, the adult,
should keep the technology hand-me-down (perhaps we
should call it the hand-me-up). This may seem like a mistake
when you find yourself sitting, as I have, in a room full of
colleagues with iPads and you pull out your old laptop. But
you are wise to ignore the social pressure and give that iPad
(if you can afford only one) to your kid. Chances are excellent
that she or he will make much greater use of it than you will.
As schools and educators around the world struggle to find
the wisest ways to integrate technology with their instruction, perhaps the digitally wisest thing they can do is to listen
carefully to their students—and let the best ones demonstrate just how much they can do. I regularly include panels
of local students in the presentations I give to educators, in
which the young people get to respond to questions from
their elders about what technologies they prefer and about
how their learning and performance can best be technologically supported. In most cases, it is the first time that these

questions have been asked of the students, and the first time
that such discussions have taken place. Audience members
always say they find this valuable, and panelists universally
find it worthwhile as well. We can learn much digital wisdom
from our young technology users.
Another fear often heard relative to technology in education is that using technology will “dumb down” our teaching.
This needn’t be the case, and, in fact, it ought to do the opposite. For example, teacher and author Howard Rheingold offers a technology-filled course entitled “Introduction to Mind
Amplifiers,” delivered through his online Rheingold U. In it he
focuses on the learning potential of mind enhancement and
on the ability of new tools to “augment what you can do
online.” The course is hardly what one would call, in the lingo
of students, a “gut.” Rheingold requires all students to learn
and use many tools, post regularly, and even sign a pledge
that they will do all of the extensive work the course requires.
A related fear is that machines will take over the teaching
function entirely. If this could be done—and done well—it
might not be a terrible thing (the current generation of teachers’ jobs aside), but it cannot. Today the digitally wise thing

to do is not to let computers do all of our teaching—even
though for some types of learning computers may be more
efficient or better. Digital wisdom comes rather from a learning partnership among teachers, students, and technology.
Such a partnership is, in fact, something that technology
both encourages and facilitates.

Asking the Right Questions
More and more people are using technology in digitally wise
ways, on their own, in what are now referred to as “informal”
learning situations. These out-of-school learning situations
are becoming a bigger and bigger part of our total learning,
and taking advantage of them is increasingly seen as digitally
wise. Some have nothing to do with school or even kids. The
New York Times recently published a front-page article about a
50-year-old physician—a pathologist—who takes bagpipe lessons from a master teacher more than a thousand miles away,
via Skype. It is likely that this doctor uses much technology
in his work, and, being digitally wise, he now integrates it
into his play as well. It is now easier than ever, thanks to
technology, to learn to play an instrument. The Web is awash
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in how-tos, tablatures, and lessons from experts—resources
totally unavailable in my own guitar-learning days. Music
learning and appreciation is certainly one domain that technology has opened up, and we should encourage it.
In fact, the digitally wise way to learn almost any skill not
taught in school has become almost the exclusive domain
of technology, via the hundreds of thousands of short howto videos that can be found on YouTube, Videojug, Sclipo,
Sutree, ExpertVillage, ViewDo, HelpfulVideo, TeacherTube,
Vidipedia, and other sites.
Although they typically don’t use the term “digital wisdom,” a number of academic programs and institutes have
arisen, over the past few years, to study and provide more
digital wisdom in the world.
One of these programs is the MIT Center for Collective Intelligence. At the center’s 2006 opening, director Tom Malone
described the key question the program is using to organize
its work as: How can people and
computers be connected so that
collectively they act more intelligently than any individual, group
or computer has ever done before?
“New technologies are now making it possible to organize groups
in very new ways,” he said, “in
ways that that have never been
possible before in the history of
humanity. And no one yet understands how to take advantage of
these possibilities.
“We certainly don’t have all the
answers yet,” he continued. “We’re
just beginning to ask the questions. We hope that in the long run
the work we do in this center will
help contribute to scientific understanding in many different disciplines and help us understand
new and better ways to organize businesses, to conduct science, to run governments, and—perhaps most importantly—
to help solve the problems we face as society and as a planet.”
Another academic program related to digital wisdom is the
Center for Game Science at the University of Washington,
directed by Zoran Popović. The Center focuses on “solving
hard problems facing humanity today, most of which are thus
far unsolvable by either people alone and by computer-only
approaches.” They pursue solutions with a computational and
creative symbiosis of humans and computers, attempting
to evolve a symbiotic problem-solving engine that is gamebased. Their belief, Popović says, is that while “people have

to learn to adopt to new technological tools, the technologies
also have to learn to better assist humans.” Working on both
of these things simultaneously will, he says, produce the best
human-machine symbiosis. The center has produced a game
for learning fractions and is working on other learning games
embedded in virtual worlds.
Computer games are a technology that is being increasingly associated with learning, and that association already
is a source of digital wisdom. The case has now been made
conclusively, by academics and others, that game technologies
can produce a great deal of learning and positive effects.
Important skills that games have been demonstrated to
develop include collaboration and working in teams, working effectively with others, making effective decisions under
stress, taking prudent risks in pursuit of objectives, making
ethical and moral decisions, employing scientific deduction,
quickly mastering and applying new skills and information,
thinking laterally and strategically, persisting to solve difficult problems, understanding
and dealing with foreign
environments and cultures, and
managing business and people.
And this is true, in varying
degrees, of all types of well-designed games, including singleplayer, head-to-head, multiplayer, “massively multiplayer,”
virtual persistent worlds,
“alternate reality” puzzles, and
even many mini games. The
principles are established—
even the federal government
has begun promoting computer
and video games as a digitally
wise way of learning. Now the
challenge is to create enough good games that
students want to play and learn from.
Whether their learning happens though
school, through informal routes, though
mastering games, or through other means, the world’s young
people already know that they will need to work with technology in the future. If our goal is to prepare those young people
and help them succeed, it is now imperative that we educate
them to do this: first, by helping them imagine and understand how to use technology; second, by giving them access
to the most up-to-date technology we can afford, even if they
have to share; and third, and most important, by helping
them achieve digital wisdom. n

Computer games are a

technology that is being
increasingly associated
with learning, and that

association already is a

source of digital wisdom.
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A look inside our minds reveals why it’s hard to learn new information.
The announcement that the Higgs boson had been observed as
expected in the bubble chambers of the Large Hadron Collider
created quite a buzz, and understandably so. I felt just that
much better knowing that the universe works the way it
was thought to. But it wouldn’t have fazed me one bit if the
announcements from the Franco-Swiss border were that the
search had been abandoned and a new model explaining the
basic structure of matter was under construction. Learning
something that is new and true is fun and easy—when the
substance of what is learned doesn’t really matter (at least to
the person learning it).
On the other hand, news much closer to home would take
some real effort to take on board. Tell me that industry has
no effect on company profitability, or that diversified conglomerates are more dynamic than small start-ups, or that
the United States really is better than Canada at hockey, and
you will have rocked at least part of my world. I care about
these things, and so it becomes harder to learn something
new about them.
The unfortunate irony, then, is that learning something
that is both new and true seems to be extraordinarily difficult only when it is extraordinarily important.
I’ve had the chance to see this up close of late, and my
experiences have given fresh merit to the cumulating
research underlining how tenuous is the grip of rational
thought on our beliefs and actions.
My colleagues at Deloitte and I have been conducting
research into the drivers of long-term profitability. As the
findings have emerged over the last year or so, I’ve had the
opportunity to discuss the work with a number of executives
in companies that we’ve studied in detail.
As much as we thought we had something insightful, there
was an unmistakable, and sometimes explicit, belief on the
part of our interlocutors that what we had to say was wrong
or incomplete, or obvious and irrelevant. Most surprising,
perhaps, is that all of these charges could be leveled at the
same conclusions in the course of a single meeting.
But every once in a while, the exchanges have had an entirely different complexion, my most recent meeting being
the most memorable yet. I spent a couple of hours with a
twenty-plus-year veteran—with better than the last decade
in the CFO slot—of a major U.S. corporation with revenue
in the billions. Our research categorized his company as a
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“Miracle Worker”—that is, an organization that has been so profitable for so
long that it’s clear something more than
luck has been at work. In particular, this
company has bested a well-known competitor (one with revenue in the tens of
billions) by, on average, several percentage points of return on assets per year
for the last three decades.
A defining element of our research has
been uncovering what we’re calling “elements of advantage”: how differences in
key measures such as gross margin and
asset turnover explain differences in
overall performance, and then connecting that underlying economic structure to
specific behaviors that plausibly account
for those observed differences. I learned
that over the last thirty years, his company has had a significant disadvantage
in a variety of subsidiary measures—
asset turnover; selling, general, and
administrative costs; and so on—that
has been more than compensated for
by a shockingly large advantage in gross
margin. My Deloitte colleagues and I had
concluded that the key to the company’s
superior profitability has been a highly
differentiated competitive position that
allowed it to charge higher prices, which
made up for its higher costs.
That’s when things got interesting.
The CFO’s response was spontaneous and vigorous (although still entirely
gracious): This could not be true. This
company competes in what most people
would say is a highly price-sensitive
industry. Its marketing collateral has
for decades touted low prices, and the
business has been relentless in keeping
costs down. (A tour of the company’s offices gives you a visceral appreciation for
how seriously management takes this.)

Entertaining the notion that high prices
have been the key to sustained success
made this man physically uncomfortable. His initial posture, which had
exuded magnanimity (leaning back in
his chair, arms behind his head, relaxed
face, and a warm smile), transformed
into a pinched hunch as he studied my
charts and quizzed me on the minutiae
of our calculations.
So it went for nigh on two hours, at
which point I witnessed the remarkable transformation that inspired this
column: He sat back, his eyes unfocused,
then looked at me with surprising equanimity. “You know,” he said, “I think
you’re right.”
For the next couple of days, I was
feeling very pleased with our research.

We had been able to uncover a fundamental insight about the
drivers of profitability that went against the intuition and considered beliefs of a capable and successful senior executive at a
highly successful company. Where others had been dismissive,
this time around, we’d made a breakthrough that I credited to
improvements in our work.
I have since realized that the true hero of this story is the
CFO. In fact, our analysis and presentation hadn’t changed
much at all. What warrants attention is not that we could teach
this CFO anything new but that he was able to overcome his initial knee-jerk reaction. Credit for that belongs to him, not to us,
because it’s not teaching that’s difficult—it’s learning.
Learning is tough, it seems, because new information is not
fed into our prefrontal cortex and processed by the rational
mind, with the outputs then driving our emotional responses
and behaviors. Based in part on the fMRI analysis of people
making decisions, it is increasingly generally accepted that by
the time we are consciously aware of new data, it has already
been processed by our “old brain”—those bits of gray matter at
the back of our skulls that have more in common with reptiles
than computers—and its responses are entirely emotional. Conscious thought is then brought to bear not to determine how we
should think and feel about the world but, rather, to construct
narratives that justify the reactions we’ve already had.
Problems arise not necessarily because our emotional responses
are irrational. The problem is that these emotional responses
draw upon a very limited vocabulary: Can I eat it, can it eat me,
can I mate with it?
This creates difficulties because the complex challenges and
opportunities of the modern world require a range of responses
that goes far beyond this limited repertoire. Consequently, new information that
challenges long-held beliefs very often triggers what has become an atavistic emotional response that is all too often negative. Mechanisms that operate in most
cases beneath our conscious control then marshal our rational mind to reduce the
ensuing cognitive dissonance by discrediting the data that made us feel that way.
I don’t know how he did it, but my new CFO friend overcame his initial autonomic emotional aversion to our findings—in the course of a single conversation.
I don’t want to oversell it, but it was a rare moment that revealed as much to me
about the workings of the human mind as anything I’ve ever witnessed.
We must never forget who’s really in charge of our beliefs and, hence, our
actions. In the words of one commentator, our rational mind is a mouse riding, and
attempting to steer, the elephant that is our emotions. Since that elephant, even
when entirely even-tempered, can wreak havoc with our rational intent, we must—
at the risk of getting all new age-y—be far more in touch with our emotions than
most of us typically are, and in every facet of our lives. To borrow and adapt
a phrase, we are not rational beings having an emotional experience but, rather,
emotional beings having a rational experience. Unless and until we accept and
embrace that fact, we will be unwitting slaves to invisible passions, unable to
expand the very horizons we most dearly wish to see beyond. n
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The pervasive problem of late payments.
It can start with the online equivalent of a blank look. “What
invoice?” the client emails back when you inquire about your
overdue payment. You groan. This is going to be another long haul.
Sometimes the excuses are subtler. “We have a complex
new payments process, but we are working on it” or, “It’s in
the system, but it has not yet been authorized.” No timing
is given, and the details are sketchy enough to cover payment any time from next week to never.
Late payment is a serious problem for many businesses,
and it is getting worse. A report this summer by BACS, the
U.K. automated-payment-schemes body, found that small
businesses were owed a record £35.3 billion, an increase
of nearly £2 billion from six months earlier. What’s more,
companies now have to wait on average for nearly thirty
days longer than the agreed payment terms.
Big businesses are the worst culprits, the survey found.
As a recent victim myself, this is certainly my experience.
The bigger the company is, the longer the wait for payment.
I’ve suffered delays as long as eighty days, and I know businesses that have waited even longer. My promptest debtor
is a small nonprofit organization that manages to make
bank transfers in a day—something that, astonishingly,
eludes the army of payment processors in some multinational companies.
The record on late payments varies from country to
country, indicating that this kind of bad behavior is more
acceptable in some cultures than in others. Only twentyfour out of a random sample of 104 businesses around the
world said that their U.S. customers paid them on time,
according to a recent survey by the Finance, Credit and
International Business Association. Most respondents
experienced delays of up to thirty days beyond their agreed
terms, with some waiting up to sixty days.
In Western Europe, Scandinavia has the best record;
southern countries place worst. Only around 20 percent of
domestic business-to-business invoices are settled late in
Denmark and Sweden, half as many as in Italy and Greece,
according to the Atradius Payment Practices Barometer.
The worst-affected sectors are manufacturing and wholesale/retail/distribution.
It seems that many countries, including the United Kingdom and the United States, have a “late payments culture”
to add to the “compensation culture” and the “entitlement
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culture” that have disfigured chunks
of the business world in recent years.
The Federation of Small Businesses,
a U.K. lobby organization, says that six
in ten of its members routinely deal
with late payments by larger privatesector customers.
This is bad for businesses at the
receiving end, and bad for economies as
a whole. Extrapolate what’s happening
to individual firms across the whole
economy, and you can envisage the
damage done when companies are
unable to expand or, worse, are forced
into liquidation as cash flow dries
up. Ultimately, it can backfire on bigbusiness customers because they end up
with fewer suppliers, who can then command higher prices and are in stronger
positions to dictate their terms.
However, this is more than a purely
financial issue. It is also an ethical issue.
At its most basic, paying on time is
about being honest and sticking to an
agreement. Too many companies have
forgotten that. They go through the motions of requesting terms and conditions
from their suppliers, only to ignore them
in cavalier fashion.
“The ethical side is where it all starts,”
says Charles Wilson, chairman and
managing director of Lovetts, a U.K. law
firm that specializes in recovering commercial debts. “Finance directors think
they’re doing a good job for their company by delaying payment and increasing their working capital at someone
else’s expense.”
Wilson blames short-termism for the
problem, comparing business attitudes
in Britain unfavorably with the “much
longer-term” approach he sees in Scandinavian businesses. He believes that the

problem could be resolved if boardrooms
made a stand on the principle of prompt
payment. Over the longer term, Wilson
says, poor treatment of suppliers will
come back to bite the perpetrators, just
as bad treatment of employees does.
“The ethical issue is about who
companies value most,” says Oonagh
Harpur, a London-based corporate
consultant on strategy, reputation,
and governance. “They are not valuing
their relationship with their suppliers
as highly as they value a little bit more

money for themselves. The consequence is that when you need your
supplier to help you out in a crisis, he may not be so inclined to do so.”
A leading design agency I know refused to do any further work for
a major retail company after it had to wait a whole year to receive full
payment for a completed contract. This was particularly frustrating,
as the retailer was reporting record profits at the time. For several
years afterward, the retail group was unable to access some of the best
designers in the business. Eventually, after many requests, the agency
agreed to do some new work for the retailer, but only on condition that
it was paid for each completed stage. This took some negotiating, but
the agency stuck to its guns. It was a victory for the smaller supplier,
demonstrating that large companies can be flexible if they want to be—or are
forced to be.
When finance departments hold up payments, they are also damaging valuable
relationships between other parts of the business and their suppliers. What has been
lost here is recognition that suppliers are real people, who also have bills to pay. Those
suppliers may be one and the same as their customers, yet many businesses fall over
themselves to satisfy their customers and avoid negative publicity, while treating
their suppliers with disdain.
The business world already has a mountain to climb to restore public trust, as I
pointed out in my last column. The time, expense, and frustration involved in chasing late payments are not reflected in the raw data, yet they can lead to a big loss
of faith. What are all those claims of corporate social responsibility worth when a
company is grinding its suppliers into the ground? n

Excuses, Excuses
Here’s a list of reasons that late payers use to spin things out, together with a translation (courtesy of
some of those at the receiving end):

REASON

TRANSLATION

You have given the incorrect information on your invoice.

We gave you the wrong information, and you used
it, suckers!

You have not included a Purchase Order number.

We should have given you a P.O. number, but somehow it slipped our mind.

There’s a dispute over the paperwork.

It’s your fault, not ours, and we won’t go into details,
as that would speed things up.

It has been processed but is awaiting the payment run at
the end of the month.

That’s the end of the month after next.

Internal changes have led to a backlog in the system.

The CFO says we need to slow down payments.

I just contacted someone in our processing center in
the Philippines/Poland/India.

We have lost track of it.

This is really very embarrassing.

I can’t get the number-crunchers in accounts payable to do anything. It’s really very embarrassing.

Thanks for your patience.

It helps our balance sheet look better.
tcbreview.com
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Your Colleague Smells Bad.
And?
To what extent should HR involve itself in the perceived well-being
of its workforce?
Life is one big conflict and hassle. We are born, we attach
ourselves to a set of values and beliefs, and then we suffer
for the sake of our principles. Some of us are lucky to experience brief bursts of happiness and joy—falling in love, the
beginning of a new friendship, finding a new job—but the
majority of our time on this planet is spent sorting through
complex emotions of despair, doubt, and shame.
Then we die.
Before we even have the privilege of getting hit by the
massive truck that will end our misery, we find ourselves
at a crummy job—surrounded by pride, ego, and misery.
While at work, we all deal with bizarre and uncomfortable
issues. The colleague who smells funny, the hippy-dippy
administrative assistant who seems perpetually confused,
the overweight guy who snacks at his desk all day long and
breaks into a sweat while walking from his chair to the
toilet. Sometimes our co-workers annoy us; other times,
we’re concerned about their health.
And if you think it is tough to work with people, imagine
employing them. Not only do you have to accept the idiosyncrasies and neurodiversity that comes with managing
modern workers—you have to engage and motivate them, too.
Good luck with that.
Unfortunately, when an employee has a problem with a
colleague, the default behavior in most offices is to ask the
local HR lady to intervene and initiate an uncomfortable
conversation. To what extent, if any, should HR get involved
and address a worker who “obviously” appears unhealthy or
kind of weird?
It’s tricky.
According to Heather Bussing, an employment attorney
and a writer and editor for HRExaminer.com, employers
have an obligation to meet their word. They must provide
the benefits they promised to provide. They must honor the
time off they promised or are legally required to grant employees. And that’s about it. Any efforts to inquire into an
employee’s wellness or deal with a perceived quirk should
have a really good reason and a specific outcome in mind.
“If a behavior or attribute does not relate to performance,”
Bussing adds, “the employer should stay out of it.”
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Unless an employee specifically asks
for help, Bussing points out, there is no
legal obligation to intervene. Employers
should consider personal health issues—
and observations on appearance, personalities, or scents—off-limits unless
the employee is violating the company
handbook or seems to be dangerous to
himself or others.
Leave it to a lawyer to tell you to stay
out of it. Attorneys have no souls.
An HR head, on the other hand, is
no litigator. Years ago, an HR director
I know worked with a marketing director who always asked her to do his dirty
work—from performance management
to interpersonal coaching, no task was
too small to require her assistance and
personal intervention. One day, the marketing manager poked his head in her
office and asked her to speak with a very
large employee who smelled funny. He
said, “Somebody really needs to help me.
It’s distracting. People can’t work.”
She rolled her eyes. Standards of
beauty, size, and odor are subjective.
Just because someone appears to be
unhealthy—and is “obviously” smelly—
doesn’t mean that there is anything
wrong with the employee. But it just so
happened that she was having a meeting
near the employee’s cube, so she swung
by to take a sniff. As she turned the corner, her gag reflex kicked in and her eyes
started to water. “Clearly, something
was wrong,” she recalls. “The signs were
obvious to me. The employee was bright
red. He looked visibly uncomfortable in
his chair. He was sweating from working
on the computer.”

Couldn’t that be any of us after a
night on the town or dinner at Golden
Corral?
“And he really, really, really smelled.
Like death,” she adds.
She asked the employee to join her
for a meeting, during which he immediately admitted that he didn’t feel well.
“I really need to go to the doctor, but I
keep putting it off,” he said.
It turns out that the employee suffered from a condition called “diabetic
foot.” The tissue in his foot and toes
had necrotized, and the entire foot
needed to be removed immediately.
According to Diabetes.org, there were
more than eighty thousand amputations of toes, feet, and lower legs in
2009. Many of them would have been
preventable if only patients had gotten the right care for their feet. Had
someone—a manager or co-worker—
spoken up about the smell sooner, this
employee might still have his foot.
But one smelly foot doesn’t set the
precedent for intervention. I wonder—
is anyone served when HR speaks to an
overweight employee about her BMI or
coaches a seemingly spacey or frazzled
employee on the benefits of yoga and

meditation? If HR is the department
that guards against biases and logical
fallacies during the hiring process,
how do we ensure that preconceived
notions don’t interfere with the employment covenant?
Bussing advises HR professionals to look inward and check their
attribution and cognitive biases at
the door before even considering
a conversation with an employee
about appearance, health, or quirky
behavior. Naïve realism—and societal assumptions about wellness
and health—can actually backfire
and put your company at risk. If you
suggest that someone see a doctor
for his big gut or foul body odor, be
prepared to grant the Family and
Medical Leave Act request should doctors discover a medical condition. And when you
make assumptions about appearance and perceived wellness, you can also trigger discrimination claims if your actions have a disparate impact on a protected category.
Meanwhile, here’s another olfactory case. This one involves a VP of HR whose
company works with several different IT consulting firms. One of the organization’s full-time employees came into her office and said, “You really have to talk to
the new consultant, Arjun. He smells horrible.”
Without missing a beat, she replied, “Get over yourself.” (As a side note, that’s an
excellent response for almost every situation in HR.) The employee persisted and
told her, “Customers are complaining. Arjun is hurting business. He is known for
his smell.”
“You show me the customer who is actually complaining about Arjun’s smell, and
I will look a little further into the situation,” the HR director responded.
Of course, there was no name. The employee was homing in on an ethnic attribute
and trying to attack the consultant’s credibility by creating a false conflict. Now the
VP of HR had to investigate the false complaint and think critically about whether
or not the employee was creating a hostile environment for other workers.
Sometimes HR is thankless, but it’s really thankless when HR professionals feel
the need to react and intervene in subjective ways. If it’s any comfort, Bussing does
not feel that if you see something, you need to say something. She points out, “Suggesting that someone shower, lose weight, change their diet, exercise more, or even
see a doctor because they don’t look good to you is at best bad manners and at worst
legal trouble.”
Health and medical issues are about as personal as it gets. Between ADA, EEOC,
FMLA, FCRA, HIPAA, and GINA (Genetic Information Nondiscrimination Act;
Google will inform you of the others), employers are saddled with rules and regulations about what information they can collect and use to make decisions. So if
someone appears very sick, call an ambulance or do whatever is appropriate for the
immediate well-being of your workforce. That’s often the best you can do—and
should do—in life, and in human resources. n
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SIGHTINGS

What does an african look like?
Increasingly, ordinary Africans resemble ordinary African-Americans—from
around 2009. The sub-Saharan region imports about a quarter of the world’s used clothing,
much of it from the United States. In fact, up to 80 percent of the 2.5 billion pounds of clothes that
Americans donate each year to places like the Salvation Army and Goodwill stores eventually end
up in vast markets like the one pictured above, in Uganda.
Each day, at the numerous open-air bazaars in and around Kampala, hundreds of thousands
of shoppers pick through a sea of imported clothes each day. A Ralph Lauren shirt—only
slightly frayed—may cost less than local traditional garb. Indeed, it’s not uncommon for local
businesspeople to snap up suits to wear to their next meeting.
However, in getting a good bargain, some critics see a bad deal. As one local Ugandan told The
New York Times some years back, “These secondhand clothes are a problem. Ugandan culture will
be dead in ten years, because we are all looking to these Western things. Ugandan culture is dying
even now. It is dead. Dead and buried.”
Losing local culture is one thing. Losing money is another—and some governments are taking
notice. Because importation of secondhand clothes tends to hurt domestic textile and apparel
manufacturers, some countries, such as Nigeria and Eritrea, ban or institute heavy restrictions on
pre-owned clothing. South Africa, for instance, permits charitable—but not commercial—resale of
imported used clothes. And every so often, Ugandan lawmakers also threaten to crack down on the
trade. No one seems worried, though. Even where there’s heavy regulation, illegal marts openly
thrive. With markets, like clothes, it seems black never goes out of style. —vadim liberman
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