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ADVANCE PRAISE FOR BRANDS ROUSERS


“You’ve probably heard the saying “think globally, act locally.” This popular phrase encourages people to consider the impact on the entire world when making choices while at the same time acknowledging that real change starts from small acts within local communities. Luis Gallardo takes “think globally, act locally” one step further with his own point of view – “think holistic, act personal.” This philosophy suggests that there are two elements in a successful business: taking actions that promote sustained profit and growth and addressing your customers’ personal needs so that your message is relevant and timely. In other words: for your business to succeed, you must simultaneously think about things in the largest way possible and in the smallest way possible. To fulfill the “think holistic act personal” creed, we must also remember to act personal in ways that bring meaning to peoples’ lives. Not only will it help your business, but it might also just start a revolution.”


Jennifer Aaker,General Atlantic Professor of Marketing at Stanford University’s Graduate School of Business. She is the co-author, together with Andy Smith, of The Dragonfly Effect.


“Reputation building and Revenue generation here go hand in hand and are inter-related. That is to say it is widely accepted today that your best revenue base multiplier is your current customer base. Really perform for them and they’ll reward you with more (higher order quantity, more frequently) and they’ll lead you to other customers by recommending you to them. So, revenue generating well from your current base will strengthen your reputation and grow revenues. I see them both as indispensable tools for the contemporary manager as Luis Gallardo does in his book. A must read!”


Sean Meehan, Martin Hilti Professor of Marketing and Change Management at IMD in Lausanne, Switzerland. and bestselling author of Beyond the familiar and Simply Better


“Those businesses driven by a higher ideal or a higher purpose, what Luis Gallardo calls Reason in his book, not only outperformed their competitors by a wide margin, but often created entirely new sectors, and businesses which experienced rapid and sustainable growth. This makes a compelling case for those businesses that don’t simply treat its brand as part of the marketing or public relations department, but espouse its core values to all stakeholders, both internal and external.”


Tim Wragg, CEO of Millward Brown in Europe


“Despite the challenges of 2011, let us not forget that we have as many, if not more, opportunities ahead of us. We have many choices. Perhaps the biggest test we face is in developing the capacity to look beyond short-term pressures to make sense of change – and to take action today. Looking ahead, it will not be business as usual, or society as usual. We will have to question how we think, work together and act to seize opportunities and address challenges. We need a point of view on the future, a way to move from data overload to informed action. Executives today spend too much time looking at the world from inside their business and responding to short-term pressures. Understanding our current and future reality requires inverting this lens and looking from the outside-in. Frameworks such as the one developed by Luis Gallardo help business managers to make that sense of change.”


Tracey Keys, Director of Strategy Dynamics Global Limited, publisher of www.globaltrends.com


“Think Holistic, Act Personal, the platform created by Luis, is a powerful concept. At its best, brand is a key tool to make people think holistically, but you also need to act personally and tailor the message content and voice to the audience. Thinking holistically means capturing synergies across the organization and thinking outside in: a strategically well-defined brand is a rallying point for all across the organization and a filter to bring in an outside perspective to all decisions. Acting personal means considering people and the human element in all you do. A brand platform should be all-encompassing but also expressed and messaged to be relevant to the interests and needs of individual audiences. In order to think holistically, you need a framework, and in order to act personal, you need freedom. These terms are not as opposed as they first may seem, and are essential elements in the process of building a successful global brand.”


Brian Rafferty, Global Director, Customer Insights at Siegel + Gale


“In life, as it is in business, it is not enough seen the big picture, it is about understanding the full picture. Brands Rousers, the book written by Luis Gallardo, is all about interconnections and their meaning, it is about multi-dimensions and dynamic systems. Really helpful! if managing a multinational brand such as Tetra Pak.”


Elisa Nistri, Marketing Director of Tetra Pak in Italy









Brands and
Rousers









THE HOLISTIC SYSTEM TO FOSTER
HIGH-PERFORMING BUSINESSES,
BRANDS AND CAREERS


Brands and
Rousers


Luis Gallardo


[image: images]









Published by


LID Publishing Ltd.


6-8 Underwood Street


London N1 7JQ (United Kingdom)


Ph. +44 (0)20 7831 8883


info@lidpublishing.com


LIDPUBUSHING.COM


[image: images]


All rights reserved. Without limiting the rights under copyright reserved, no part of this publication may be reproduced, stored or introduced into a retrieval system, or transmitted, in any form or by any means (electronic, mechanical, photocopying, recording or otherwise) without the prior written permission of both the copyright owners and the publisher of this book.


© Luis Gallardo, 2012


© LID Publishing Inc, 2012


Printed in Great Britain by T J International Ltd.


ISBN: 978-0-9852-8640-8


Collection editor: Jeanne Bracken


Editing: Laurie Price


Cover design & typesetting: Carlos Martinez Onaindia / Aurelio Burgueño Torres


Cover image: [Multicolored splashes] © alenchi / iStockphoto.com


First edition: November 2012















 


 


 


 


 


 


Contents





Welcome


1.   Leading in Turbulent Times


The new reality


A changing world


Volatility and change at work


Think holistically, act personally


2.   Value at Work


Value: what it means


…and why it matters


Finding your purpose


Creating value


The new bottom line: quality, sustainability and decency


3.   Introducing the Six Rs


The six Rs explained


Connecting the six Rs


Succeeding with the six Rs


4.   The Age of Reason


With good reason 


The point is that the point matters


The people factor


The best place to start building your business, brand and career


5.   Revitalizing Revenues


Change is not just changing, it's racing


In pursuit of opportunities, new markets and new market space 


The impact of innovation on revenue


Being entrepreneurial


Delivering operational success


6.   Rousers


Rousing leadership


Leading people the right way


7.   Reputation


Instant, vital, all-encompassing: the essence of reputation


Creating reputation


8.   Building Strong Relationships


Why focus on relationships?


Building sustainable relationships


Moving beyond transactions


9.   Developing Resilience


Resilience: what it means and why it matters


Developing resilience: the right people, the right teams


Sustainability


Values, skills and resilience are individual


10.   The Holistic Way to Build a World-Class Business


In case we forget


Thinking better


Taking a holistic view


Time to act


Get personal. Be responsible


Getting it together


11.   Think


Critical thinking


Strategic thinking


Lateral thinking


Thinking at work


12.   Being Holistic


Holism: what it means and why it matters


A systemic view


A holistic approach


13.   Taking Action and Making It Personal


Making it happen


Creating an environment for action


Making it personal


Final Thought









 


To Magui, Mario and Ivan, my life team and secure base.


To Deloitte’s more than 3,000 marketing, communications and business development professionals worldwide, an amazing community that strives to be always one step ahead.


To my parents, and all those Rousers that are making an impact around the world, with hard work and big hearts.











 


 


 


 


 


 


Welcome





When I became the global marketing and brand leader for Deloitte, I was sure of only two things: there was much that I needed to learn quickly, and I could minimize typical learning curve mistakes by following the conventional wisdom – Think Global, Act Local.


Eight years and 3,000,000 air miles later I was still sure of two things. First, I could never learn enough. Second, conventional wisdom no longer goes far enough. These conclusions reflect a fundamental shift in how I think about building and operating global businesses.


The change didn’t happen overnight. It was a process accelerated when I moved from my native Madrid to live in New York City, a place that in many ways is a microcosm of our exciting, tumultuous, and diverse world. The relocation jolted my perception that operating a business across many countries required only an overall strategy, some acknowledgement of local differences and world-class logistics. Nothing could be further from the truth.


In fact, when I arrived at Deloitte almost a decade ago, the brand was willing to challenge other industry giants to achieve the market recognition that we deserved. That goal became my mission. I am proud to say that today, Deloitte is today one of the preeminent global professional services networks, having outperformed competitors for the first time by both revenue and size during fiscal year 2010.


As a result of this experience, and after advising CEOs in many companies around the world, I have since altered my view of Think Global, Act Local to a new approach, Think Holistic, Act Personal (THAP), which I believe has enabled businesses to better operate, communicate and work together productively across borders.


I invite you to learn more about Think Holistic, Act Personal in the following pages. Though it may sound simplistic on paper, I can assure you that implementing it requires discipline and commitment. To begin with, it requires the will to lead and step ahead. Once it works – and it does work – everyone feels like a respected, contributing member of the organization and the approach becomes self-reinforcing.


So yes, it takes work. Lots of it. But honestly, it’s not that complicated. Let me show you how and why Think Holistic, Act Personal is the management philosophy driving the growth of high performance brands today.


Sincerely,


[image: images]


Luis Gallardo











 


 


 


 


 


 


Chapter One


Leading in
Turbulent Times





“It is not the strongest of the species that survives, nor the most intelligent, but the	one most responsive to change.”.


CHARLES DARWIN, THE ORIGIN OF SPECIES


WHAT DO THE MOST SUCCESSFUL BUSINESSES HAVE IN COMMON? OF THE WIDE RANGE OF POSSIBLE ANSWERS, AN ABILITY TO ADAPT TO CHANGE IS SURELY ONE OF THE MOST SIGNIFICANT. THIS QUALITY IS MORE IMPORTANT NOW THAN EVER, WITH TURBULENCE INCREASINGLY BECOMING THE NORM FOR BUSINESSES, BRANDS AND EXECUTIVES WORLDWIDE.


There are two things we can say for certain about the future: it will be different and it will surprise. Given the competitiveness of global and local markets, the pace of change in business and the sudden emergence of unprecedented challenges and opportunities, there is an overriding need for leadership that is flexible, capable and dynamic. If there is one lesson for organizations to learn from the events of the late 20th century and the first decade of the 21st it is this: it is not simply what we know that matters, but how we react to what we do not know. The time of the all-knowing leader is gone. Certainty is ephemeral and elusive: even if it is achieved, it soon becomes clouded and overtaken by events.


This book is based on a simple premise: that to succeed in these circumstances, leaders need to think holistically but act personally. It is this balance between strategy and tactics, big picture and detail, planning and action, corporate direction and personal responsibility that helps to ensure progress and resilience for the organization. In practice, this means succeeding in six broad areas: leading with a purpose and reason, generating and maximizing revenues, rousing people and dreams, building relationships, maximizing a strong reputation and becoming resilient.


In this chapter we set the scene and highlight the pressures that are now routinely encountered by executives. We believe that the implication is clear: executives can only resolve these challenges by learning to think holistically and act personally.


THE NEW REALITY


Certainty is a thing of the past. Companies no longer have the luxury of assuming that they can survive glitches in the market with a few last-minute tweaks: markets are now too changeable from too many angles for that to be a sustainable approach. It is not enough to simply develop an ad hoc, last minute response as changes occur; strong companies have a mindset and approach that anticipate change and have systems in place that can deal with any changes quickly and efficiently.


Change comes from so many different directions that companies and leaders can be forgiven for feeling overwhelmed or blindsided. Every day, we are facing a multitude of changes that affect every aspect of running a business. Laws, regulations, compliance requirements, customer preferences, technologies, competitors, changing demographics and shifts in lifestyles are only some of the forces at work. All of these present an immense challenge for any business, but when magnified by the many other countries, businesses and customers entering the global marketplace having different legal requirements, customs, cultures and consumer preferences, the challenge is truly immense. Time moves on and markets evolve. Success will only follow for those organizations that respond effectively and swiftly to the only constant left in business: change.


It’s hard to dispute the view that during the first years of the 21st century the world has experienced a frenetic pace of change and witnessed massive upheaval. Although change has always been with us, what makes this situation different is the realization that chaos and upheaval are now the norm rather than the exception. Companies need to desensitize themselves to the sensationalist, headline-grabbing scaremongering about recent events – from share prices tumbling and climates warming to threats to employment and governments defaulting on debts – and just accept the new reality that these things are here to stay; they will continue to occur. In particular, we need to be wary of falling into the trap of thinking that the need to cope with such drastic changes is only a temporary requirement. What we need to do is better prepare for the likelihood of change, control our responses and get better at anticipating and shaping events. Instead of assuming that there will be a resumption of business-as-usual and that ‘things’ will settle down soon, we now need to view change and the ability to adapt as an essential business skill.


IT IS A TIME OF CHANGE, INSTABILITY AND UNCERTAINTY AND THE NATURE AND IMPLICATIONS OF THIS NEW REALITY NEED TO BE PROPERLY UNDERSTOOD IF THEY ARE TO BE SUCCESSFULLY INCORPORATED INTO BUSINESS STRATEGY.


Leaders need to ask themselves: what are we doing to ensure the long-term success of the company? While dealing with uncertainty is hardly a new concept for businesses, it is the sheer scale of change that we now have to deal with that presents such immense challenges and that leaves the unprepared company vulnerable and such easy prey to their more battle-ready competitors.


A CHANGING WORLD


In recent decades, several themes have shaped business life as a whole and executives’ thinking in particular. These issues include the rise of technology and its impact both on what customers want and what business can achieve. Interestingly, history suggests that the impact of technology is often overestimated in the short-term and underestimated in the long-term. The rise of globalization is another recurring theme, highlighted by the value of being both global and local. Closely linked with globalization is the need to appreciate difference and the implications of diversity, an issue long recognized by business executives and reflected in the concept of segmentation.


Another constant theme among customers, employees, shareholders and societies is the desire for an ethical approach to business with greater social awareness and responsibility. The need for an ethical approach crucially resembles the need for a clear customer focus: it has to be genuine and felt throughout the organization. The understanding of behavior, people and relationships is now an established mainstay of modern business and is an area that has grown rapidly in credibility. Issues of trust, engagement, loyalty and connection have become increasingly relevant. Managing for the long-term as well as the short-term is another recurring theme. The case for developing relationships with customers and greater shareholder value through intangible assets (such as brands) is nothing new, but it has grown in relevance in the 21st century.


These inexorable shifts in business are clearly significant, but change is taking place in other areas as well, ranging from economics and politics to society and attitudes to the future. Of all the changes that are taking place, perhaps the one with the most significant implications for the future – and certainly the most striking – is the world’s changing demography. At the time of Christ the global population has been estimated to have been around 150 million people, and it didn’t reach one billion until around 1800. By 1900 it had grown to 1.6 billion, and by 2000 it had almost quadrupled to 6.1 billion. Incredibly, by 2011 it had reached 7 billion. In other words, in the 12 years from 2000 to 2011, global population rose by 900 million; a figure that the entire global growth in population from the time of Christ to the year 1800. These changes combine with a significant decline in mortality, increased international migration and the growth of urbanization.


In addition, the composition of households and family structures are changing in the developing world, with the result that the influence of women is increasing and consumption patterns are changing. The trend is for future populations to be older, and this will have considerable implications for businesses and governments. As if that weren’t enough, urbanization is spreading like wildfire and in 2006, for the first time, the world’s urban population exceeded its rural population.


Other forces shaping the future include tribalism, an ever-present aspect of the human condition that cannot be ignored. We need to recognize the implications of this and adapt our businesses accordingly. In addition, the innate universalism and interconnectedness that is present in many societies affects our response to sudden changes. For example, a sudden event or disaster such as a tsunami in Japan or a virus outbreak in Hong Kong could easily move markets and swiftly impact other issues, such as exchange rates, legal requirements and consumer spending.


The consequence of all these changes cannot be ignored. For many, many reasons, the only thing companies can be sure of is that things will change quickly. Adaptable processes and a flexible strategy will become the basic, essential requirements for the successful businesses of the future. It is in navigating this new, volatile business world that fortunes will be made or lost.


VOLATILITY AND CHANGE AT WORK


Changes in society as a whole are, of course, leaving an indelible mark on business and organizations. The last decade has been tumultuous by anyone’s standards and it is understandable that so many leaders are feeling battered and are looking forward to the resumption of an easier time; a time when countering a hostile takeover was simple in comparison to facing financial meltdown and market turmoil. This would be a mistake. The fields of battle, both for today and the future, have been permanently redrawn. The harsh truth is that running a business is never going to be the same, and we all need to accept this fact and adapt. It is no longer enough to be the strongest or even the most intelligent: only those able to deal well with the vast array of changes, from constantly changing legal requirements to volatile markets, will survive and prosper. By definition, the survival of the fittest is the prosperity of the most adaptive companies.


IF YOU THOUGHT PREDICTING THE FUTURE WAS DIFFICULT, TRY IGNORING IT.


Dealing with volatility is no easy task. Investments are unreliable and usual sources of revenue are unpredictable. It is worth remembering that markets are not driven solely by cold, hard facts and, because of this inherent irrationality, cannot be predicted with any great accuracy. One only has to look at the price of crude oil to appreciate this. Despite a recession, crude oil jumped from a record high of $100 per barrel in January 2008 to $147 per barrel just a few months later. This may seem an arbitrary example but it matters because the price of oil affects so many other markets. As the high price of gas at the pump raises the end price of most other goods, it also affects consumers’ reluctance (or inability) to spend. In addition to the usual assessment of facts and figures underlying this volatility is the human factor: investors are no different from the rest of us; they are influenced by hopes, ambitions, feelings, insecurities, fears and uncertainties. At best, we can make approximations and plan accordingly. However, we also need to prepare for the unexpected, as the unexpected is exactly that: it has a nasty habit of blindsiding even the strongest of companies and catching us off guard.


Of course, it seems trite to say that the world is changing: it always has and always will. But this statement is not as simple as it may seem as it comes with one very important caveat: if you don’t adapt, and quickly, you will be left behind. Like the inattentive wildebeest at the back of the herd, the inevitable result of not paying attention is, to be frank, not going to be pretty.


This simple fact has caught out many leading businesses – firms such as Kodak, Bethlehem Steel, Chrysler, Daewoo, Firestone, Digital Equipment Corporation and others. In most of these cases, complacency and a commitment to the status quo escalated in a smooth, undisturbed fashion. The danger for any business is that their lack of awareness and connection to the outside world will increase gradually, incrementally and sometimes almost imperceptibly. This simple fact provides the foundation for most business difficulties. Firms that declined or failed simply did not do enough to understand or prepare for the future during the good times and suffered as a result. In retrospect, countless executives recognize that good is the enemy of great – meaning their firms were doing well, so they saw no reason to change. By the time they came to realize that the world around them had changed (notably customers, competitors and regulators and sometimes even their employees) it was too late to respond.




APPLE AND GOOGLE


If this talk of disaster seems distant or unlikely, then consider two issues. First, all businesses are affected by external views of the brand, and this can result from the action (or inaction) of only a few. Also, no one ever moved from good to great – or sustained leadership in their sector – by being complacent or failing to move with the times. Proving these points is the example of two giants of 21st century business: Apple and Google.


Apple


Apple is an iconic and rare business indeed, a technology business that is not only able to generate genuine passion among its customers but has come roaring back since being on the brink of near disaster in 1997. The renowned developer of the Apple Mac reinvented itself as a consumer electronics firm with the iPod and iPhone and is consistently ranked as one of the world’s most innovative firms. The story of its rise has several lessons for aspiring innovators.


First, Apple uses an approach known as network innovation – this is the process of acquiring good ideas from outside the business as well as from within. For example, Apple has been described by The Economist as, “an orchestrator and integrator of technologies, unafraid to bring in ideas from outside but always adding its own twists.” Highlighting this point is the development of the iPod. Originally conceived by an external consultant recruited to manage the project, the iPod was designed to work with Apple’s iTunes software (which was itself acquired from outside and then overhauled) and was prototyped in-house. Network innovation is achieved by cultivating external expert contacts, constantly searching for new ideas and avoiding the ‘not-invented-here’ syndrome.


Next, Apple emphasizes simplicity – chiefly by designing the product around the needs of the user. When introducing technology the temptation is to overcomplicate, often with technical experts including technical enhancements that appeal to them. This introduces a layer of cleverness and complexity that may seem genius in theory but leaves customers cold. So, the iPod was not the first digital music player but it was the first to make buying, transferring and organizing music fun. Similarly the iPhone was not the first cell phone to include a music player, web browser and email, but it was the first to be simple, cool and highly appealing.


Apple’s approach relies on its ability to understand customers – this is much more than ‘user-centric’ innovation or simply listening to customers. Apple believes that from time to time it is necessary to actually ignore what customers say they want today. This is clearly hazardous, but the risks can be reduced by understanding what customers value, how they typically work and what they want to achieve. It is important to innovate using a sophisticated approach to knowing your customers: understand them better today to predict what they will want tomorrow.


Fail wisely is another hallmark of Apple’s approach to innovation. Failure is disappointing and far from ideal but it is also an opportunity to learn and, most important of all, it is inevitable. Consequently, anyone worried about failure needs to get over it: we all fail at some time so it may as well be viewed positively. The alternative is, at best, staleness, timidity and incremental improvements – at worst, it can provoke blame, recrimination and a cycle of despair. For example, the iPhone resulted from the failure of Apple’s original music phone developed with Motorola. Apple learned from its mistakes and tried again. The leadership challenge is to overcome the concerns that successful, talented employees may have about failure and to make sure that failure is not stigmatized. Instead, employees should persist with new ideas, secure in their own expertise, ability to learn and improve with the support of colleagues.


Google


Google is dominating the market for online searching and advertising. At times it is hard to discern which aspect of its business is most innovative: its ambition and ability to organize the world’s information, or its commercial ability to make money from its services. In fact, both are vital and reflect an important feature of the business: Google’s use of simple, clear directives. For example, paramount among these is the principle that information should be organized by analyzing users’ intentions.


Several other factors underpin Google’s remarkable rise and popularity.
 

Develop an infrastructure that is ‘built to build.’ Google has invested billions in its internet-based operating platform and its proprietary technology. This enables the business to guarantee service levels, respond to searches in fractions of seconds and swiftly develop new services. For users, Google’s service is simple and highly effective. These advantages result from its infrastructure. There are several attributes of Google’s infrastructure that aspiring innovators need to understand:


•  Scalability – the business shares information globally to meet customers’ changing demands. It also has another characteristic of world-class businesses: a willingness to take risks and invest heavily in proprietary technology (and nearly one million computers) to meet customers’ needs.


•  A fast product development cycle – Google engineers quickly develop prototypes and beta versions of products; those that are popular with users are then accelerated and emphasized, with Google’s enormous computing capability making room for them. Testing and marketing follows next and are almost simultaneous. This creates a close, unique relationship with customers, who become part of the development team. It also relies on a confident, listening approach and the ability to act quickly.


•  Support for mashups and new developments – Google has a flexible infrastructure described as ‘an innovation hub’ where third parties can share access and create new applications incorporating Google’s functionality.


Few companies can match Google’s massive infrastructure investments, but that misses the point: its can-do attitude and the way that resources are gathered, shared and organized is what makes Google successful, not simply its technology.


Control your world. Google’s success and sheer size and ubiquity mean it dominates the industry. This fact, combined with its technology and flexible, sharing attitude, provides it with the ability to control its world. People come to it because they are the market leaders and Google responds by involving these third parties and customers in its business. It’s almost as if the firm has learned from other business giants and is ensuring that their rapid growth does not mean they become complacent or out of touch. The lessons are clear: have the confidence to be open and share expertise with customers and other third parties as far as possible.


Recognize vulnerabilities and deliver the essentials. Clearly, there are several fundamentals that must be delivered by Google, not just for it to succeed but more accurately, to ensure it avoids failure. For example, the business needs to protect customers’ data and preserve their trust. Innovation and dynamic, continuous improvement are vital but this needs to be balanced with an ability to execute and deliver the fundamentals.


Make time for innovation. Technical employees are required to spend 80 percent of their time on the core search and advertising businesses and 20 percent on technical projects of their choosing. New ideas are often generated from the bottom up by employees at Google. Their time is specifically allocated for innovation and the improvisational, empowering, can-do culture positively demands it.


Improvise and improve. People at Google have the authority to act on their own initiative and are encouraged to make improvements and to work on new developments. The result is that the firm is able to attract and retain driven people who enjoy improving and developing things and who value their freedom and autonomy. This situation then becomes a self-sustaining cycle: autonomy and empowerment lead to success and attract more talented people, and these people are then encouraged and empowered to succeed.


Finally, it can be argued that Google’s greatest strength is its ability to recognize the value of failure and chaos. This is shown, most notably, in its approach to product development. Google releases a wide range of products with the expectation that some will become blockbusters. (Clearly, this also relies on an ability to spot and then maximize a blockbuster as soon as it appears.) This way of working provides valuable insights that can then be fed back into future developments. While this strategy may not be sustainable or even desirable in the longterm, it is resulting in an impressive array of new products and enhancements. Google’s product development process has been described by The Economist as “frenzied and low friction.” As well as directly resulting in new products, the creative frenzy also has the indirect benefit of building a culture that is not only innovative but also dynamic, well-informed and determined. That, it seems, is surely one of the most elusive innovations of all.





Many industries are replete with examples of newcomers that virtually or literally destroy incumbents. Whether you are a newcomer wanting to assert your dominance or an incumbent wanting to protect your position, in very quick order the battle line will inevitably be fought over the ability to adapt, survive and dominate. For example, technological changes have changed the playing field leading to new companies, such as Microsoft, Google and Facebook, coming to dominate markets and leaving older companies behind.


We do not live in a fair, equal world where we all have access to the same information and opportunities. But neither do we live in a world where we can rely on being the sole beneficiary of potentially lucrative information or market preferences. We must anticipate the unlikely, the unexpected and the unfair. We must be ready, perhaps despite being the current top dog, to deal with better competitors wanting to usurp us or new legislation that could undermine us. The only way forward, the only way to ensure our long-term survival, is to put in place the right processes, culture and leadership to equip us for the myriad of changes that our companies will have to deal with.


TO SUCCEED, INDIVIDUALS AND ORGANIZATIONS ARE BEST SERVED BY TAKING A BROAD, SYSTEMS APPROACH AND BALANCING THIS WITH A DEEP HUMAN UNDERSTANDING AND A PRACTICAL, ‘CAN’DO’ DESIRE TO MAKE THINGS HAPPEN. THAT’s WHAT WE MEAN WHEN WE SAY WE NEED TO THINK HOLISTICALLY BUT ACT PERSONALLY.


This may sound like an easy-to-achieve instruction. It isn’t. Changing a whole company, from culture to logistics, is no small task, but is the only true means of survival for the companies of tomorrow. Leaders can no longer rely on the view that they have proven their worth. It is not an individual’s reputation or ability that matters anymore: it is only a company’s intrinsic, structural ability to adapt to change that counts.


THINK HOLISTICALLY, ACT
PERSONALLY


So, why do companies persistently fail to adequately prepare for change when they know that change is such an inevitable, essential aspect of doing business? I would suggest that it is not because they are unaware of the constancy of volatility, ever-changing legal requirements and market conditions; it is more likely because they do not know how to best fit their companies for this new challenge.


There are some companies, however, that stay the course. In fact, there are those that thrive through the years: entities of every size in industries and geographies across the board that fend off challenges of all kinds. The insights from these firms are revealing as they suggest several actions that are needed to fortify your business. In other words, they highlight how to position your company for distinctive, long-running, profitable progress.


In summary, it’s a matter of Rs. To be precise there are six Rs that, when used together, help businesses achieve their objective of sustained, gainful growth. These are explained in detail in later chapters but they are based on several key elements, including: focusing on the reason behind the business, generating and maximizing revenues, rousing people, developing a reputation, building business relationships and ensuring resilience.


Focusing on the reason


Everyone, at every level of the business, needs to understand the company’s vision, values and mission. Taken together with other related issues such as its culture – the way things are done – and strategy, form the firm’s reason for existence. If people explicitly understand these issues then they are much more likely to consistently pull together, and in the right direction.


Maximizing revenues


Every major business is a significant, long-term investment. Shaping and managing it requires the right strategy and the right structure. Keeping it fresh and vital requires a mix of entrepreneurial and innovative input. And all elements, including the tactics employed, must support the organization’s mission, underlying values, and, of course, its growth.


Resources are also vitally important because these are needed to generate a return. That return can take various forms. In can be tangible or intangible, financial or non-financial. Each offers the promise of the same fundamental attribute: value. This can take the form of the ka-ching of a cash register or may be qualitative and socially oriented in character. The point is that value creation is central to an organization’s growth and sustainability.


Rousing people


The next building block of corporate success is the ability to set the wheels of a business in motion so that it generates the necessary revenue and value. After all, strategy, structure, operations, what an organization stands for, and how it wishes to be perceived both inside and outside its walls, must resonate with its stakeholders. This happens by actively engaging and rousing people and the path is from the top down. Martha Maznevski, professor of organizational behavior at IMD (International Institute for Management Development) business school highlights this point, saying, “The leader’s role is to create direction and meaning and to encourage autonomy. This requires clarity, curiosity and courage.”


A responsible leader serves as the champion of an organization. This person is the one who articulates the right messages, supports the right postures and provides the funding for the organization to achieve its goals. This advocate provides an understanding of mission and brand and, most of all, ignites and excites stakeholders. This person sets the tone, guides activities and is the force to be known here as the Rouser.


Building reputation


Rolf Classon, former CEO of Bayer HealthCare, likes to talk about how to manage change in today’s dynamic environment. He focuses his remarks on the major trends taking place worldwide. He closely follows that with comments on how the firm’s partners and their teams can address these developments. In linking the two, he provides the context and content for another critical ingredient in the R growth mix: reputation. “Why do we use a preferred supplier? Because you know our industry and our issues. You continuously bring us ideas and perspectives that our organization would not come up with on our own. You deliver – and exceed – excellence in service. You help us and add to our success. At my company, you often need five signatures just to buy a chair. Thanks to your brand, I don’t have to explain to my people why we should use you. You have earned our trust with your reputation.”


Building relationships


What drives transactions in the B2B and B2C sectors? The ‘B’ letters used may give the impression that exchanges in the marketplace come about through brick and mortar, e-commerce, or some other inanimate object. That would be a mistake. It is people who generate receipts and ensure value creation. The best people build relationships, engage clients, share with them, take an interest in them and show it. When you know your clients and they know you and the good work you and your teams do, the result is a much greater willingness to remain loyal, buy more and improve your business. Our organization relies on people: the people who work here and those who receive our services.


Ensuring resilience


As this chapter has highlighted, the capacity of an organization to respond quickly and effectively to opportunities, threats and changes is vital – now, more than ever. This capacity or skill is the last of the six Rs: resilience. Organizations need to know how to handle both disaster and triumph.


In fact, these six Rs, Reason, Revenues, Rousers, Relationships, Reputation and Resilience, provide the foundation for developing high-performing businesses, brands and careers. Subsequent chapters present research-based evidence, experiences and examples to show why this works and how it can work for you and your business. Before exploring these issues in detail, the next chapter highlights several firms that have weathered the storms of business, as well as those that have merely managed to survive and others that have faded into business history. The point is simple: an illustrious history may be an asset, but it is absolutely no guarantee of future success. What is increasingly significant, however, is the ability to think holistically and act personally. This is the subject of the next chapter.











 


 


 


 


 


 


Chapter Two


Value at Work





“The nature of things has stamped upon corn a real value, which cannot be altered by merely altering its money price.”


ADAM SMITH, THE WEALTH OF NATIONS


VALUE: WHAT IT MEANS …


“VALUE ISN’T THE NEXT BIG THING; IT’S THE ONLY THING … THE PATH TO VALUE MAY NOT BE EASY, BUT IT SHOULD, AT LEAST, BE CLEAR.”


The Value Habit, Deloitte


Having seen previously the way the world is changing, it is clear that there is an antidote that will help to sustain success through even the toughest of turbulent times: that is the ability to create value. In fact, as Adam Smith recognized, the ability to create value lies at the heart of successful business and commerce. For a price to be paid the object has to be valued; this underpins the theory of supply and demand that lies at the heart of market economics. Profitability requires that something is valued and this is increasingly provided by the uniqueness of knowledge. The more abundant the supply of a good or service, the lower its price will be, even to the extent that it may not be profitable to be produced and sold. Whereas the more scarce the supply (or when competition is held back by barriers such as patents, expertise or other forms of knowledge), the more likely the good or service is to generate a profit. Where there are such barriers, the price of a good or service no longer relates directly to its cost of production but rather to its customer value, which in turn relates to its uniqueness or the costs that buyers would incur if the product were not available.


For example, in the pharmaceuticals industry, if there is a high demand for a product for which you have a patent and no alternative exists, the future is a lucrative one, even if the development costs have been high. This is the second point, recognized in the quote by Adam Smith: people and prevailing conditions, through the mechanism of the market, determine the value of something, and this value cannot be altered simply by changing the price. Organizations should therefore focus on those opportunities where they can create value and benefit from scarcity, keeping a special eye on the future.


… AND WHY IT MATTERS


Several other points about value are also vitally important:


•   Every company’s mission is to create and protect value. It is at the core of an organization’s purpose and, potentially, it sets it apart from others. It is a source of competitive advantage and it generates profit.


 


•  The way to create financial value in a business is simple, well-documented and unchanged since the days of Adam Smith: the firm earns an appropriate return on the capital that has been provided. In today’s global environment, shareholder value and total shareholder return (TSR) are driven by market expectations of future cash flows, and these are based on the company’s ability to sustain performance and grow over the long-term.


 


•  Before we can build a profitable company that can secure sustainable growth, we need to consider how we are going to create value – and value creation starts by understanding the purpose of the organization.


SHAREHOLDERS PROVIDE THE CAPITAL. OTHERS MAXIMIZE ITS LONG-TERM VALUE.


So, the very first thing we must do is simply ask: why is the company here and what is it trying to achieve? Only by consciously and directly answering these questions is it possible to identify what the company needs to do to achieve its aims. A vague idea is not good enough. A company’s success is completely dependent on a clear understanding of why it is there. This is why Reason is the first of the six Rs that we will be looking at in this book (see Chapter 4) – because when companies forget the reason why they exist, it is usually a good indicator that trouble is brewing. Those that don’t lose sight of their purpose are better placed to know what they need to do to prosper.


What is significant, therefore, is the ability to create value – an issue that lies at the heart of this book. This chapter highlights several fundamental truths for firms that are creating value and weathering the storms of business.


FINDING YOUR PURPOSE


It is easy to frame business issues in terms of the activities that need to be done. While this is necessary, it is missing one key ingredient: purpose. Without knowing the purpose, it is highly likely that business plans and actions will miss the mark. Leaders need to step back from everything else, from all the day-to-day distractions and simply think. By this I mean spend some time deciding what your company is for – and then see all other business activities through this lens. By doing that, you will ensure everything from strategic development to managing operations, be correctly focused and aligned to deliver real value and growth and to build a strong, resilient and successful company.


Before you dismiss this as a waste of time, given the mountain of other more immediate tasks you have to attend to, consider the following point. All buildings are made of similar materials; knowing how to put them together relies on knowing two things: what the building is to be used for, and what you want the building to look like. Without knowing the purpose of the building, how would you know how to put all those building materials together correctly? This is why all business issues ultimately rest on the reason for its existence: it is the foundation on which the rest of the company is built.


Essentially, business is about maximizing profit – perpetually – and as we mentioned earlier, to achieve this, an organization has to offer something that other businesses or consumers want. Yet focusing on profit is only part of the equation. For some organizations, profit is not their primary focus and for others, such as charities, it is of little or no concern at all. By looking at the motivations of these not-for-profit companies, we will see how pivotal it is to know the purpose of the organization for achieving aims. This is something that the for-profit sector should learn from, ironically, in order to boost profits.
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