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FOREWORD
by Sir Richard Branson



I must admit I’m not a great reader of business books. To be honest, when we started Virgin almost 40 years ago now we totally ignored the established business theories and strategies and struck out determined to do things differently. There weren’t any business books where actual CEOs, from a range of different organizations, shared real experiences and lessons learnt with people just starting out. I wish there had been – perhaps I might have saved myself a few headaches along the way!


Let’s face it, the world is constantly changing – no big surprise there – but the sheer pace of that change can be staggering, confusing, and downright terrifying at times. Steve and Andy have identified the new facts of life that most businesses are hit by on a daily basis, especially hard globalization, sustainability, and the war for talent. The developments on the internet, particularly when it comes to reaching out to your customers with new and interactive content, fascinate and totally baffle me. I hadn’t gotten my head around Web 2.0 when someone in my team told me not to worry about it, that was yesterday and today we’re looking at Web 3.0!


Hard globalization is a reality for Virgin. I have always had the dream that Virgin would one day become one of the world’s most respected brands. As we expand outside of the UK across America, India, Australia, Asia, and the Middle East, I feel that dream is getting closer to becoming a reality. But hard globalization brings with it very specific challenges and The New Secrets of CEOs highlights many of these. All businesses need to be aware of their global footprint.


One of the most impressive developments within businesses today is the belief that to truly become a successful, thriving company (whether that be a firm of 10 or a global organization employing 50,000 people) you have to place corporate responsibility and sustainability at the heart of your business. As recently as ten years ago this was unheard of. Every large business had a charitable foundation, but this was seen very much as a “nice to do” rather than a core strategy within your organization. Customers expect the companies they are purchasing from to act in an ethical, sustainable way. As business leaders it is crucial we repay that trust by going the extra mile to ensure best practice at all times. On a global level, the behavior of people, industries, and enterprises has immediate and often long-term effects on our world. If mankind makes a mistake, it can be catastrophic.


I believe that it is up to companies like Virgin to lead the way with a holistic approach to business. It was this belief that led me a few years ago to pledge Virgin Group’s profits from our transportation businesses over the next ten years (approximately $3 billion) to clean energy initiatives. I hope that through the strides forward that our airline and transport companies across the world continue to initiate, trial, and invest in – successes such as our most recent biofuel trails on Virgin Atlantic and Virgin Trains – other airlines and transport businesses will also follow suit. When all businesses put sustainability at the heart of what they do, we will see a radically positive change in the impact we have on our planet. I believe that day is not too far away.


I was heartened to read Part III of this book. For a long time I have been drawn to the Gaia theory, a hypothesis formulated by James Lovelock almost 40 years ago, which states that the Earth is a living entity, like a single cell. This way of thinking can apply to business too. I have never been a fan of command and control and believe that the authors’ model of a cell-like organization could be a really powerful way of running a business in the future. I have always believed that one of my strengths has been my ability to trust the people around me 100 percent and to be able to truly delegate responsibility to the managers of our businesses. You cannot expect those who you rely on to run your companies every day to really put their neck out and go that extra mile if you do not give them a sense of ownership. Let them make mistakes, support them through the bad and the good times, and instill in them a sense that your business is their business – and most importantly, mean it.


Your people are everything – without them you don’t have a business! This book touches on this very point throughout, whether it is delegation, ensuring you encourage creativity and innovation, or simply letting your hair down with your staff and having some fun. I can hand on heart say I am only one of many entrepreneurs at Virgin. We employ like-minded people who love to innovate and challenge the norm. To quote my good friend Stephen Murphy, “We employ rock climbers, not people who need ladders.” At Virgin it is this creativity and the ability to challenge the norm that mark us out from the rest and ensure we continue to grow. Employing the best people who will not only be loyal to your company but are also not afraid to challenge it when things become a bit staid is the best way to ensure you stay ahead of the curve.


At Virgin we not only know how to work hard, we know how to party hard! It was great to see that many of the other CEOs interviewed for this book remind us that working is meant to be fun. We spend most of our lives working: what a shame it would be if you’re spending that time doing something you hate. Even when things get a bit rocky you can still learn from it. Had a bad day or week? Take the team out and have some fun. It’s amazing how a little downtime gives you a new perspective on what you thought was an insurmountable problem.


Naturally, and more’s the pity, it can’t all be party, party, party – so check out Chapter 13 on building a career. I agree in the future the best thing is not to be limited by traditional corporate careers but to be clear on what you want from life and get as much varied experience as you can pack in. I still get some of my best and most memorable experiences from setting up and launching new businesses around the world – that’s probably why I can’t stop doing it! I was glad to see that the authors recommend this as a great way to learn. Read and enjoy...


I’ll end as Steve and Andy do, by asking: Why not you?





THANK YOU



To Hugh Lloyd-Jukes, the third member of our fellowship, for his clarity of thought, relentless intellectual challenge, and driving execution, without which this wouldn’t be the book it is.
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Thank you to Sarah McDonnell for her enthusiasm, patience, and sheer hard work which keep Xinfu running smoothly while we globalize.


A particular thank you to Dr. Alan Watkins for his critical contribution in helping frame Part III, pushing our thinking on personal leadership, and especially sharing his direct expertise on peak personal performance.
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Adams, Paul, CEO, British American Tobacco


Ambani, Mukesh, chairman, Reliance Industries


Amelio, Bill, president & CEO, Lenovo
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Banga, Vindi, president, foods, home and personal care, Unilever


Barry, Mike, head of corporate social responsibility, Marks & Spencer


Basing, Nick, former CEO, Paramount Restaurants


Beccalli-Falco, Ferdinando, CEO, GE International


Beeston, Kevin, former chairman, Serco


Bell, Chris, former CEO, Ladbrokes


Bell, Sir David, chairman, Financial Times


Berrien, James, president and publisher, Forbes Magazine Group


Bilefield, James, president, Condé Nast Digital International


Bing, Xiang, dean, Cheung Kong Graduate School of Business


Bolland, Marc, CEO, Marks & Spencer


Bond, Andy, CEO, Asda


Bond, Sir John, chairman, Vodafone


Breedon, Tim, CEO, Legal & General


Brikho, Samir, CEO, AMEC


Broughton, Martin, chairman, British Airways


Brown, Frank, dean, INSEAD


Browne, John, Baron Browne of Madingley, former CEO, BP, managing partner, Riverstone Holdings


Butler-Wheelhouse, Keith, former CEO, Smiths Group


Carayol, René, leadership expert


Carr, Neil, vice-president, Rohm & Haas


Carr, Roger, chairman, Centrica


Carroll, Cynthia, CEO, Anglo American


Carson, Neil, CEO, Johnson Matthey


Castell, Sir Bill, chairman, The Wellcome Trust


Chambers, John, chairman and CEO, Cisco Systems


Cheung, Stanley, managing director, Walt Disney China


Chuanzhi, Liu, chairman, Legend Holdings


Clare, Mark, CEO, Barratt Developments


Clarke, Tim, former CEO, Mitchells & Butlers


Clifford, Leigh, former CEO, Rio Tinto


Conde, Cris, CEO, Sungard


Connolly, John, global managing director, Deloitte Touche Tohmatsu


Coull, Ian, CEO, Segro


Cox, Phil, CEO, International Power


Crawshaw, Steven, former CEO, Bradford & Bingley


Crombie, Sandy, former CEO, Standard Life


Daniels, Eric, CEO, Lloyds Banking Group


Davies, Lord, UK Trade Minister
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Davis, Mick, CEO, Xstrata


Davis, Tony, president and CEO, Tiger Airways
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DiPietro, Kenneth, senior vice-president, human resources, Lenovo


Dobson, Michael, CEO, Schroders
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Halusa, Martin, CEO, Apax Partners


Harrison, Andy, incoming CEO, Whitbread, former CEO, easyJet


Harrison, Bob, CEO, Clinton Global Initiative


Hartman, Richard, CEO, Millennium & Copthorne Hotels


Haste, Andy, CEO, RSA (formerly Royal & Sun Alliance)


Havner, Ron, vice-chairman, CEO and president, Public Storage


Hennessy, Murray, former CEO, Avis Europe


Heseltine, Lord, chairman, Haymarket Media Group


Hester, Stephen, CEO, Royal Bank of Scotland


Hoberman, Brent, co-founder, Lastminute.com
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Howard, Stephen, CEO, Business in the Community
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INTRODUCTION



The previous edition of this book was published in September 2008. It was the first time more than 150 top chief executives from across the western world and the emerging eastern super -powers, with over 1,000 years of CEO experience between them, explained in their own words:


[image: image] What it’s really like to be a CEO – and the health warning that should come with the job.


[image: image] The secret to dealing successfully with the five hard facts of life that will be critical to business success in the coming decade.


[image: image] What motivates and drives some of the world’s top CEOs and how they really lead their businesses in practice.


[image: image] How businesses and leaders need to evolve to win.


[image: image] The leadership experiences required to succeed in the new world of work.


This latest, updated edition includes more than two dozen new interviews with leading global CEOs on the specific and crucial topic of how both western and eastern business leaders should respond to the “reset” economy following the global financial crisis. It provides advice to chief executives on how to be better business leaders, as well as offering practical guidance for today’s young and aspiring managers.


Our research


As well as several years of research, this book builds on more than 30 years of working as a personal confidant of some of the top CEOs in the world on the CEO agenda, including business and personal leadership in Steve’s case, and as a financial journalist specializing in profiling and interviewing the world’s leading business executives in Andrew’s.


We have interviewed CEOs who lead more than 200 companies with total revenues of well over $1.8 trillion – about the same as the economy of Italy. Their businesses range across the globe. In Europe they incorporate two-thirds of the FTSE100 index, including leading businesses such as Tesco, BT Group, and WPP Group. They include new corporate champions of India such as Tata, ICICI Bank, and Infosys; leading Chinese and Russian companies like Haier, Alibaba, and Severstal; and US corporate giants such as Google, Cisco Systems, General Electric, Dell, and News Corporation. Altogether they span a broad cross-section of corporate life, from industrial groups like BP, Xstrata, and BAE Systems to virtual worlds like Second Life.


WHAT DID WE FIND?



First, we need to issue a warning.


Being a CEO should be one of the best jobs in the world. It offers the chance to make a real difference. However, real life for most CEOs is tough and many are not enjoying it. Rather like Frodo Baggins in The Lord of the Rings, while they are heavily burdened by the responsibility and ultimate accountability of their role, they cling to their position and can’t bring themselves to stop – something that the global financial crisis of 2007–09 brought sharply into focus. So where have our CEOs come from, what drives them, and how do they operate? We uncover the real lives of CEOs in Chapter 1.


The rest of the book is in three parts.


PART I: FACING UP TO THE FACTS OF LIFE



In this section, we assess how western and eastern leaders alike should address rapidly changing realities that are fundamental to understanding how to win as a CEO. We start with the world economic “reset” resulting from the global financial crisis and recession. While the term is widely used to reflect the changed global economy, CEOs are divided on what it truly means and how far-reaching the consequences will be. Chapter 2, Winning in the Reset, provides some answers.


Beyond the aftermath of the crisis, life for CEOs was already set to become much, much tougher, thanks to five important business realities that companies will encounter in the coming years. We unpack the following transformational changes in Chapter 3.


Profiting from “hard globalization”


Top CEOs believe that we are entering a period of fundamental change on a scale not seen for several hundred years. The world has moved beyond the two-way flow of western organizations heading east and top eastern companies entering western home markets. These opposing competitive flows are merging into a turbulent storm of full global competition for the first time: the start of what we call hard globalization. We share top leaders’ views on the mindset, strategy, and tactics required to make the shift from a domestically focused international business to an integrated global company.


Decoding sustainability


The need to operate businesses in a sustainable fashion is now given at least lip service by most global companies, but there are broad disagreements on exactly what that means. Our interviews found that most business leaders remain confused, largely because the definition of sustainability continues to change. There is more to sustainability than being green and ethical, and social considerations are being taken much more seriously by an increasing number of leaders who believe that doing the “right thing” is also great business in the long term. We take you through what the best CEOs are doing and how to strike a balance between running a successful business and saving the planet, both environmentally and socially.



Surfing the third wave of the web


Most CEOs confess to not having a strong handle on the latest developments in technology – a major concern, given that the web and related technologies will be the preeminent platform for connecting the world in the next decade. Chief executives will have to ensure that their organization can properly exist in and navigate between real and virtual worlds, but most companies are not moving fast enough to profit from the social networking revolution of Web 2.0 and have not adopted an interactive way of doing business. To help, we uncover the secrets of leading web CEOs.


Riding the cycles of capitalism


The recession that followed the effective closure of western capital markets as a result of the US subprime mortgage crisis that infected the wider debt markets in 2007 is reckoned to be the biggest in the history of modern capitalism. Yet capitalism, as Karl Marx observed, is beset by regular cyclical crises. Even though the world economy has been reset, navigating severe downturns, as well as making the most of market booms, will remain a key skill for top executives. A great challenge is managing capital through such cycles, and our CEOs share their strategies.


Waging the first world war for talent


Alongside the battle for the customer, CEOs say that the most important battleground for competing global companies is that for talent. This decade will see the first world war for the globe’s top 1 percent of talent. The key drivers are poor demographics in the West, shortages of skilled workers in the East, and the lack of global leaders. Chief executives claim to make recruiting and promoting exceptional talent a top priority, but many give it insufficient focus or time. The global reset has helped many CEOs recognize the important of talent in first surviving and then winning, and we expect many others to rethink this issue fundamentally. Chief executives will have to be much more heavily involved in development and new breeds of human resource professionals and external search partners will need to step up to the task.


PART II: LEADING AT THE TOP TODAY



Part I gives you the latest insights from CEOs into the critical trends shaping the world. In Part II it’s time to understand the common secrets for success: What have the best CEOs learnt about how to lead?


During our research we identified the most highly regarded CEOs by talking to their peers and observers of their businesses and by conducting our own research into their performance. We thus identified the top quartile of CEOs running international businesses. When we studied this group, we found that there were five main leadership approaches that remained consistent among top CEOs in Europe, America, and Asia alike:


[image: image] Commercial executors have a driving focus on achieving the best results in their industry, combined with a relentless attention to detail in order to ensure that operational and strategic ambitions become a reality. Tesco chief executive Sir Terry Leahy is a prime example as a leading international retailer, while in the US the model is epitomized by Andrea Jung, CEO of Avon Products. We hear their philosophy at first hand in Chapter 4.


[image: image] Financial value drivers aggressively pursue shareholder value. They understand the metrics of their industry and are often highly skilled at identifying value-enhancing corporate transactions or realizing value from portfolio disposals. Mick Davis has led the creation and rapid growth of miner Xstrata, masterminding a set of acquisitions that have transformed it from a small collection of coal and mineral assets into one of the top ten UK companies by stock market capitalization. He is profiled in Chapter 5 alongside Irene Rosenfeld, chairman and CEO of Kraft Foods and another noted financial value driver.


[image: image] Corporate entrepreneurs have something to prove. They disrupt industries because they believe in a better way of doing things. They excel at spotting breakthrough opportunities and making them reality; their vision for their companies is their life vision. In Chapter 6 we profile two of the best of the breed: Sir Martin Sorrell, chief executive of advertising group WPP, and Michael Spencer, CEO of money-broking giant ICAP.


[image: image] Corporate ambassadors have a worldwide vision that has a broader societal impact. This involves operating at a geopolitical level and delivering transactions that transform industries. Chapter 7 profiles Lord Browne, the former CEO of BP who is now forging a new career in private equity, and Sir John Parker, chairman of Anglo American and National Grid.


[image: image] Finally, global missionaries are on a personal mission to make a significant difference and a corporate mission to make their companies great. They are typically customer champions and they lead by inspiring people and energizing them to tap into their potential. Our examples in Chapter 8 are John Chambers, the evangelical chairman and CEO of Cisco Systems, and Zhang Ruimin, chief executive of Chinese conglomerate Haier.


We take you through each of the five types and profile the examples, detailing their upbringing, what motivates them, and how they really lead their businesses. We set the profiled leader in context with comments from other CEOs of their type and show how they typically measure success, the situations and industries in which they generally perform best, and their relative strengths and weaknesses.


This part of the book should help you understand how you lead and where the gaps and shortfalls may be in your own leadership approach, as well as which industries and situations are most appropriate for your skill set.


PART III: LEADING INTO THE FUTURE



Part III sets out how CEOs will lead in the future, taking account of the new facts of life from Part I and drawing on the experience and insight of the chief executives profiled in Part II.


Top CEOs believe that the current leadership model of many traditional western “command-and-control” businesses is destined to fail because the challenges we describe in Part I will be too overwhelming for the structure to survive. Our research found that top chief executives believe that they must organize their businesses more organically. In the next decade many successful companies will replace command and control with more fluid and fast-moving, cell-like organizations.


We describe how a chief executive provides business leadership at the nucleus of the cell by giving greater freedom to act to much more decentralized operations, while still policing performance. Our interviews found that most CEOs are better business leaders than personal leaders – they are generally comfortable with strategy and formulating operational plans, but are rarely good at lifting an organization, injecting pace or fresh energy. So in Chapter 9 we give examples of the new leadership qualities required to maintain the faster-moving, more entrepreneurial, and energetic businesses of the future.


Individual CEOs will not have all the answers and skills; even if they did, they would not have the personal bandwidth to follow up on every action required. Top chief executives will require a small team of confidants (between three and five people) at the center of the business. These extremely talented global players will have the skills and the appetite and values to sustain a world-class company. We give some guidance on how to pull together this new fellowship of the CEO and how to get it to work in practice.


What if you’re not yet a leader but are determined to be one? In Chapter 10 today’s rising stars advise you on the apprenticeship you’ll need to follow to become a leader for tomorrow.


Finally, the last chapter revisits our CEO health warning. Chief executives offer specific advice on how to have a winning career and a successful life. We show how developments in the fields of elite sports, personal performance, and neuroscience can be applied to help leaders be and remain at their best.



THESECRETSOF CEOS.COM



We have set up www.theSecretsofCEOs.com, a website that reveals further secrets via CEO video interviews, webcasts, blogs, and community forums to help you continue your development as a leader. You’ll also have an opportunity to register and join our community of tomorrow’s leaders.


But first let’s find out what it’s really like to be a CEO.





1
THE REAL LIVES OF CEOs



Life at the top isn’t all it’s made out to be. That was one of the findings from our interviews with leaders of top global companies in the initial edition of this book, and since then the global financial crisis of 2007–09 has brought it even more sharply into focus. As business was elevated from the financial sections of the newspapers to front-page headlines, CEOs were thrust into the spotlight and put under unprecedented scrutiny.


For some leaders, such as former Royal Bank of Scotland chief executive Sir Fred Goodwin, former Northern Rock CEO Adam Applegarth, former Lloyds TSB chairman Sir Victor Blank, and former Lehman Brothers CEO Richard Fuld, the events of the crisis dealt reputational blows from which it will be difficult to recover.


Others outlasted that pressure period, but will find the going even tougher from now on as they remain under microscopic attention in economic conditions from which it will be tricky to extract growth. Many CEOs will not survive and, indeed, we predict a cull of a large number who can be classified more accurately as professional managers than genuine leaders.


Before we outline how CEOs need to develop to overcome the new and changing challenges they’re facing, it’s important to spend a while understanding something about the backgrounds they emerged from and what their lives are really like.


One might expect our corporate leaders to be people with naturally excellent personal qualities and carefully cultivated life and business experiences. However, in reality many of this decade’s top CEOs have actually had to overcome hardship in their background and upbringing. While this has inspired them to achieve great things, in many cases they confided to us that the drive to do something significant has cost them in other areas and they have found it hard to enjoy life outside their career.


A number of CEOs lost a parent or sibling at an early age. The mother of former BP chairman Lord Browne survived Auschwitz during the Second World War, while the mother of Marks & Spencer chairman Sir Stuart Rose committed suicide when he was 26. The brother of WPP chief executive Sir Martin Sorrell died at birth.


Some CEOs have emerged from considerable poverty, most notably the charismatic Manny Fontenla-Novoa, chief executive of FTSE100 travel group Thomas Cook. A Spaniard from Galicia, at the age of 11 he arrived in the UK with his parents and four siblings after his father’s hardware shop got into serious trouble. They were penniless and he was unable to understand a word of English. “We came over on the proverbial banana boat from La Coruña to Southampton. I was terribly seasick,” he recalls. “It was a really sad time for my parents, really traumatic, and we all had several jobs. My father worked as a waiter and car park attendant, while my first job was at 12 in a food shop.”


Fontenla-Novoa went to a London secondary modern school where he had a language to learn, new friends to make, and great teasing to suffer because his forenames were Jesus Manuel – something he remedied by switching to Manny. He had been in the top 1 percent of pupils in Spain and was about to enter a top school, but was placed in the lowest-streamed classes in London because he couldn’t speak English. “I went from doing complex algorithms to being with people who just about knew how to add up or multiply,” he says. “It was a bit of a backward step, but to be able to work when you’re 12 and give your first pay packet to help your mum, that’s a great thing.” Remarkably, after joining Thomas Cook’s printing department when he was 18, he worked his way up to the top job.


Another successful émigré is Enrique Salem, chief executive of Symantec, the US group best known for its Norton antivirus software. He is the only Colombian national running a Fortune 500 company. “You’ve just got to go for it,” he says. “It’s about being fearless. If you are always saying that bad things can happen, you’re never going to take on anything meaningful or you’re not going to take any risks, and you just can’t be that way. I had a lot of energy growing up. We came to this country from Colombia when I was four. It was risky. My parents left their families behind. My dad took a new job in a foreign country. Who knew if it would work or not? For me one of the most important things that I try to do is be willing to take some risks, take some chances.”





Be willing to take some risks, take some chances





There are other rags-to-riches tales, especially in the fast-developing economies of India and China. Infosys chairman Narayana Murthy, for example, decided to do something significant and entrepreneurial with his life when, while hitchhiking around Europe as a young man, he was mistakenly arrested and thrown into a tiny cell in Bulgaria with no food or water for 72 hours. The company he later founded is now a multibillion-dollar enterprise.


A different example of social mobility among CEOs is the rise to Tesco chief executive of Sir Terry Leahy, the son of a caretaker who grew up in a prefabricated house on a Liverpool council estate.


In a number of ways, therefore, some inspirational CEOs have channeled their energies into making a difference after a degree of trauma or adversity. But what do they actually do on a daily basis?


WHAT ARE THEIR LIVES REALLY LIKE?



The chief executives leading our biggest companies are still largely twentieth-century leaders. About 60 percent of them can be more accurately classed as professional managers than leaders. They’re running organizations with tens or hundreds of thousands of employees all over the world, but have become overburdened with processes, red tape, and day-to-day minutiae.


Today’s chief executives are wrestling with their professional lives. They don’t have long to prove themselves to impatient stakeholders, and this task is made all the harder by huge confusion about who they are actually running their companies for and what to focus on most.


Our chief executives are grappling with leadership. About 50 percent admit that they find the job intensely lonely and don’t know who to turn to for advice. A common response from those we interviewed was: “I can’t talk to the chairman because in the end he’s the one who is going to fire me. I can’t talk to my finance director because ultimately I’m going to fire him, and I can’t tell my wife because I never see her and when I do, that’s the last thing she’ll want to talk about.”


Many top chief executives also find it difficult to have time for a fulfilling personal life. They spend years getting to the top and then give up virtually all their personal time to doing the job before they’re either ousted with a payoff or, with luck, retire on a generous pension.


WHO ARE THEY DOING IT FOR?



One might think that it’s clear enough who chief executives run their organizations for. After all, companies are owned by shareholders, who put up the capital for them to grow, whether organically or by acquisition. It is shareholders who can vote down a CEO’s remuneration, as happened with GlaxoSmithKline chief executive Jean-Pierre Garnier. They can also, of course, liaise with the chairman and the senior independent director to force the CEO out.


However, our research found a surprising division of opinion on the issue of who the most important stakeholders of a public company really are. Some 38 percent of the CEOs we interviewed say that shareholders are their most important stakeholders, but 24 percent say that customers are more important, and 13 percent value their staff above all others. The remaining 25 percent see all stakeholders as ranked equally.





Everything revolves around the shareholder





Gareth Davis, former chief executive of Imperial Tobacco, is typical of the shareholder lobby. “Everything revolves around the shareholder,” he says. “We live for the shareholder.” Another chief executive is even more voluble: “The most important stakeholder has to be the shareholder, Everyone says businesses have to do something in philanthropy to solve the world’s problems, but it is not our money. It belongs to the shareholders.”


Mike Roney, chief executive of plastics group Bunzl, shares this view: “Certainly in the UK and the US, you have to say that the shareholder is the leading stakeholder. Without that, you are not in business.” Clearly, chief executives need to take account of their shareholders. After all, not many survive for long if they ignore them.


However, some chief executives believe with equal conviction that other stakeholders are more important. In part this reflects the management style of particular CEOs, but it also depends on the industry in which they operate. Retail and banking chief executives, for example, are almost unanimous in saying that they put customers above even shareholders. Lord Davies, UK Trade Minister and former chairman of international banking group Standard Chartered, explains: “You have got to keep your customers. You have got to think about them and be very customer-centric. The reason why chief executives become chairman at so many banks is because of the importance of continuity in the relationships with customers. A non-executive cannot provide those sorts of important relationships with customers, governments, and regulators.”





It starts and ends with the customer. It’s the customer, stupid





Peter Johnson, former chairman of international motor distribution group Inchcape, adds: “Ultimately the most important people are customers because if they don’t like what you’re doing, you have nothing.” James Bilefield, former director at Skype and now president of Condé Nast Digital International, is another executive who is clear that customers have to come first. As he says, “It starts and ends with the customer, it has to be the customer. It’s the customer, stupid. Technically and legally, you have to put the shareholders first, but to deliver for them you have to put delighting customers at the core of all that you do.”


Then there are chief executives who say that they run their companies for their staff, before shareholders and customers. Such CEOs tend to be in multinational industrial or commodity-based businesses. For example Alan Murray, former chief executive of building materials group Hanson, says, “Employees are very important. We have 1,800 sites worldwide. We cannot supervise all the people all the time, so we need people to understand the culture and what they can do and cannot do. We have to make sure that everyone understands the message and that everyone understands the message in the same way.” Brad Mills, former chief executive of mining group Lonmin, also selects employees as his most important stakeholder, as does Chip Hornsby, former chief executive of international plumbers’ merchants Wolseley.


The most sensible approach for an aspiring chief executive, however, is probably to try to embrace all three major stakeholder groups. Sandy Crombie, former chief executive of life insurance group Standard Life, believes that looking after the needs of shareholders, customers, and staff should be an “unbreakable circle” that helps each reinforce the other. Eric Daniels, chief executive of Lloyds Banking Group, agrees: “Ultimately if you neglect any of your stakeholders you will have a problem, If you are about building a long-term customer franchise, you cannot do it without your employees, your regulator, and your shareholders giving you the luxury of the time to do it in.”


Andy Harrison, former chief executive of budget airline easyJet, is perhaps the most succinct at summing this up. “If you’re not focused on your customers, nothing works,” he says. “If you’re not focused on your people it becomes very tough, and if you don’t look after your shareholders that’s very tough as well. You have to strike a balance. Choosing one is unsustainable.”


BEING THE BOSS IS TOUGH



To be the final decision maker in a multibillion-dollar business with hundreds of thousands of employees and pensioners relying on you is an awesome responsibility. The stresses placed on CEOs almost require them to be superhuman and they are not always that well prepared for the role. As Graham Wallace, former Cable & Wireless chief executive, says, “Often CEOs have excelled in a very different job and the skills that have made them successful are not necessarily the ones that will make them successful as a major company chief executive.”


Many CEOs have particular weaknesses that they need help to address. Some find it difficult suddenly to be in charge of people who were previously their peers. Others consider that their position prevents them from forming close relationships with their teams, and some feel forced to resort to rather unlikely sources of support.


One FTSE100 financial services boss brings an actress into head office every month to train him how to act out the CEO role. He justifies this by explaining that he is an introvert and has to learn to perform for staff, the media, shareholders, and analysts. “I am a very shy individual,” he reveals. “I would not naturally engage with people. It’s just a management style I have developed over the years. We all put on a show. We are all actors and I have learnt to act. The actress comes in and coaches me in body language, presentation style, and public speaking. I am an introvert and introverts get drawn in. I don’t need to have a high regard for friendships or closeness. I can retain my intellectual distance with people who work for me.”


Similarly, the boss of a FTSE100 services company chooses to bring a singer into group headquarters for much the same reason. “It’s very difficult for someone like me who’s quite reserved because I have to talk to a lot of people outside the business and to stakeholders so it is very challenging,” he says. “I work with a voice coach who is an actress. She says, for example, ‘What emotion do you want to convey?’ and I say that maybe I want to convey more emotion in a presentation. She teaches me to do it.”


A very widespread problem for CEOs is a difficulty in engaging with their emotions. Leaders are meant to be dispassionate about difficult decisions, but Alan Watkins, who runs executive coaching consultancy Cardiac Coherence, believes that some take this to extremes. “Their tendency not to be attached to the emotional side of things gets to be exaggerated,” he says, “and this blindness to human needs really reduces their leadership effectiveness. Unfortunately, many chief executives are managing rather than leading.” Watkins considers that chief executives are overworked and focused on driving out results while struggling with processes, so that they often achieve by perspiration, sheer willpower, and by shutting down their emotions. “Chief executives need to be motivated and more passionate,” he says. “And to do that, they need to understand themselves better.”
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