play it like Hermes

HERMES

PARIS




THE BEST PERFORMING 0a 10 s
CEO IN THE WORLD, v’v

Har.vard REINVENTING CUSTOMER -4
SERVICE Matthew Dixon November

uSI ness HOW TO CULTIVATE e

i e .e EVERYDAY COURAGE JamesR.Detert HBRORG

How toFree
Your Company.
to Innovate













r: Dan Saelinger; Neil Jamieson

the cove

SPOTLIGHT

HE CEO 100,
2018 EDITION

CONNECT WITH HBR

LEADERSHIP
THE BEST PERFORMING CEOS
IN THE WORLD
JOIN US ON SOCIAL MEDIA CONTACT HBR

PHONE
TWITTER EMAIL
FACEBOCK
LINKEDIN
INSTAGRAM

Harvard Business Review
November...December 2018



NOVEMBER DECEMBER 2018

FEATURES

MANAGING ORGANIZATIONS LEADERSHIP

The End of Bureaucracy

Unite Your Senior Team

The Chinese giant Haier hasA practical road map
been on a growth tear ever for achieving leadership

since it ditched hierarchy

and rules for a radical new

management structure.
Gary Hamel and
Michele Zanini

50

SALES

How to Sell New Products
Focus on learning,

not performance.
Thomas Steenburgh and
Michael Ahearne

92

Harvard Business Review
November...December 2018

alignment

Bernard C. Kimmerli,
Scott D. Anthony, and
Markus Messerer

60

INNOVATION

Bring Your Breakthrough
Ideas to Life

How the most successful
innovators do it

Cyril Bouquet, Jean-Louis

ANALYTICS

Better People Analytics
Measure who they know,
not just who they are.
Paul Leonardi and
Noshir Contractor

70

INTERNATIONAL BUSINESS

Africa: A Crucible
for Creativity
Lessons from the
continentss breakout
businesses

Barsoux, and Michael Wade Acha Leke and Saf

102

Yeboah-Amankwah

116

OPERATIONS
Reinventing Customer
Service

How T-Mobile achieved
record levels of quality
and productivity
Matthew Dixon

82

MANAGING YOURSELF
Cultivating Everyday
Courage

The right way to speak
truth to power

James R. Detert

128

Alain Delorme



Automate intelligent
Innovate Ingeniousl

Unlock human imagination
with intelligent automation

Imagine whates possible when creativity, innovation
and strategic thinking soar to new heights. At
KPMG, we know how intelligent automation can
help reinvent your business, create competitive
advantage and empower your employees. Learn
more at read.kpmg.us/intelligentautomation

Anticipate tomorrow. Deliver today.



NOVEMBER DECEMBER 2018

ERATIONS
IDEA WATCHies
provements Stick
New Thinking, Early excitement usually leads
Research in Progress to backsliding.
A roundup of the latest

management research and ideas

DEFEND YOUR RESEARCH
A Tattoo Won t Hurt Your
Job Prospects
Body art no longer has any
stigma in the labor market,
new research suggests.

NAGING YOURSELF
EXPERIEN G epwerinowner
oUTe Just Not Feeling It
Four strategies for
motivating yourself

Ayelet Fishbach

Managing Your
Professional Growth

CASE STUDY
Can You Fix a Toxic Culture
Without Firing People?
A CFO wonders how to turn
around a struggling division.
Francesca Gino

SYNTHESIS
Predicting the Future
Whates really preventing leaders
from taking the long view?
Ania G. Wieckowski

DEPARTMENITS.:"

Interaction
Executive Summaries

Harvard Business Review
November...December 2018

HOW I DID IT

Cobras Chairman
on Turning an
Indian Beer into
aGlobal Brand
The key to
retaining
entrepreneurial
spirit

Karan Bilimoria

32

LIFE.S WOR
JOHN KERRY

Christo er Rudquist; David Dee Deldéelo/York Tim@&edux



A PETABY TE
OF DATAIS A



FROM THE EDITOR

e of the most striking  things about this yeares
S I AB I L I I Ist of the best-performing CEOs is how consistent
it is with last yeares. Fully 70% of the leaders in
UER018 gainig refirfees. That stability is
e h
el's, a

S re of the CEOs, 16
7 or S&P 500 CEOs

in 2017. These are extraordinarily turbulent times,
and the longevity of our top 100 is remarkable.

The CEOs on our list (beginning on page 41)
have prospered even as the global business
environment has gotten more challenging.
Escalating trade tensions only add to the
complexities of digitization, disruption, and
shifting consumer expectations. Of course, the
trends cut both ways: The forces that kept Pablo
Isla of Inditex (parent of fast-fashion leader Zara)
atop our ranking are the same ones that weakened
industry mainstays such as L Brands, whose
leader, Leslie Wexner, fell o our list this year.

Chief executives are also dealing with rising
dissension on all sides. Activist investors are
routinely forcing their hands, and workers are
demanding more say in how their companies are
run,as sta ers at Google did when they objected
loudly to developing a censored version of the
search engine for China. And CEOs themselves
are increasingly willing to take a stand on hot-
button issues such as gun control and gay rights.

Leading a company has never been easy, but
these days it just seems harder than ever before.
Piloting a business to real success year after year
IS an undeniably impressive feat.

ADI IGNATIUBOR IN CHIEF
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November...December 2018



This document has been issued by Pictet Asset Management Inc, which is registered as an SEC Investment Adviser, and may not be reproduced or distributed, either in part or in full, without their prior authorisation.
Past performance is not a guide to future performance. The value of investments and the income from them can fall as well as rise and is not guaranteed. You may not get back the amount originally invested.

Geneva Zurich Luxembourg London Amsterdam
Brussels Paris Stuttgart Frankfurt Madrid Milan Dubai
Montreal Hong Kong Singapore Taipei Osaka Tokyo
assetmanagement.pictet



CONTRIBUTORS

When Cameroon native Acha
Leke completed a PhD at
Stanford, in 1999, he felt a
strong pull to return to Africa.
| had to come back to e ect
change/Z he says. He joined
McKinsey & Company and
eventually opened its o ce

in Nigeria,the rst for any
major consultancy. Currently
the chair of McKinseyes Africa
practice, Leke has helped
dozens of companies access
African markets. He is a
coauthor of Africaes Business
Revolution, from which this
article is adapted.

116-EATURE
Africa: A Crucible
for Creativity
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Ayelet Fishbach

has built a career
studying ways in
which people fail

at self-control. She
enjoys testing her
“ndings on herself.
She recently started
watching her favorite
TV show while on the
treadmill, because
one of her studies
showed that ites
virtually impossible
to adhere to long-
term goals that
arenet inherently
enjoyable. ¢l used
to do what | thought
would be most

e ective, but after
this study | said,
*lsm going to do the
exercise thates the
most fun,»Z she told
an interviewer. And
now lsm exercising
more!Z In this article
Fishbach, a professor
at the Booth School
of Business, shares
tips for sustaining
motivation.

138MANAGING

YOURSELF

WhenBernard

K mmerli stepped
away from consulting
at age 43 to pursue
a degree in “ne arts,
his fellow partners

at Bain wondered
what had gone
wrong. Studying at
California College of
the Arts and working
with “rms including
LUNAR, Frog, and
IDEO, he discovered
the power of bringing
together left- and
right-brain thinkers
and divergent
worldviews. This
marked the beginning
of his work on
leadership alignment
techniques, a subject
Kummerli,now a
partner at Innosight,
and his coauthors
explore in this issue.

How to Keep WaGIRGATURE
When Youere JusinNetYour

Feeling It

Senior Team

Cyril Bouquet was
born in France and
moved frequently
during his early
years. «Although
being di erent was
hard,Z he says,
sespecially when |
moved from France
to New Caledonia [an
island in the South
Paci“c] and then to
Réunion Island [in the
Indian Ocean], those
experiences pushed
me to question the
sstandards or beste _
way of doing things.Z
Since joining IMD

as a management
professor, in 2008,
Bouquet has

helped hundreds

of executives learn
to look beyond the
status quo in their
markets,a topic he
and his coauthors
address in this
article.

102FEATURE
Bring Your
Breakthrough
ldeas to Life

The portraits in this
feature article are the
work of the American
photographer_ee
Friedlander, who

has famously trained
his lens on the  _
social landscape.Z
They come from

two series: *Tele-
marketing,Z shot

in Omaha for the
New York Times
1995, and »Changing
Technology,Z shot
along Massachu-
settses Route 128 tech
corridor for the MIT
Museum in 1985...
1986. Of the latter
series Friedlander
wrote, ¢l chose to
photograph people
working at computers
as these ubiquitous
machines seemed

to be the vehicle for
that change.Z

82 FEATURE
Reinventing

Customer Servicge

e Friedlander, courtesy Fraenkel Gallery, San Francisco
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it be that a narrow focus is intense
enough to create blind spots and
stress, which arenet conducive to
any real curiosity?

Ankita Verma, writer

The accompanying Spotlight article

«The Five Dimensions of CuriosityZ

rightly asserts that curiosity has
multiple dimensions, and it is
very likely that not even ecurious

T H E N E E fesEF@core high on all
eo¥themiH er, | had a bit of a

p m with the “rst dimension,

C U LT I VATdEe(ation sensitivityThe exhibit
tegnents emphasize the search

C U R I O S I -F(M‘utions and problem solving.

HBR ARTERANBESCA GINO,
SEPTEMBER OCTOBER

Leaders may say they value
inquisitive minds, but in
reality they often sti e
curiosity, fearing it will
iIncrease risk and ine ciency.
Yet new research shows
that curiosity is vital to an
organizationes performance.
So how can leaders nurture it
and ensure that it translates
into success?

This article is an insightful look

at curiosity and how it a ects
creativity, productivity, and so much
more in organizations. But the Ford

We have learned that complex
problems cannot really be ssolved.Z
So professionals who face them
may not act in the way suggested
by the wording of the statements
but still be very curious. Might it
make sense to slightly change the
framing to re”ect that reality, or

do the authors feel that this aspect
is su ciently covered in thestress
tolerancedimension?

Wouter Kersten, the New ABC

Overload is common in teams and
companies with boundaries. But the
agile framework, which is becoming
more and more common across
organizations, helps to o set it.

With return on investment as the
guiding principle for most strategic
initiatives (otherwise, who will fund
a project?), setting priorities will

be tough.

Jaganath Sahu, engagement manager,
Fractal Analytics

My company has made many of
these improvements, but it could
make many more. This article is
very initiative focused, but we are

in the process of transitioning from
initiative-based to product-based
resource allocation. In our product
mindset, we are looking to invest in
products according to their intended
business outcomes (backed by key
performance indicators). A product
manager would lead decision
making regarding what work

would best achieve the desired
outcomes. ldeally, investments at
the product level would have much
shorter time horizons to allow for
experimentation. Although most of
the articless concepts would seem

TOO MANY P ROJ EQ;\E@ to either initiatives or

HBR ARTRRLEEBMOLANTER

products, decision making might
require a di erent approach.

MICHAEL D. VBEFRIREBER OCHOBIEER manager, strategic

If sthe essence of strategy is

Model T example confused me. In hischoosing what not to do/Z as

e ort to improve the model, didnet

Michael Porter wrote, then the

Ford experiment and innovate? Donet essence of execution is truly

precision and focus on e ciency
require even a little curiosity? Maybe
the focus was narrow, but wouldnet
the breadth of possible solutions
require an exploratory approach?
Surely the endeavor to make
improvements would have prompted
more than a few what-ifs. Or could

14 Harvard Business Review
November...December 2018

not doing it. That may sound
simple, but most organizations
struggle to kil initiatives, even
those that no longer support
their strategies. Productivity,
engagement, performance,
and retention tend to su er

as aresult.

operations, Allstate

GIVE YOURSELF A BRE/

THE POWER OF

SELF COMPASSION

HBR ARTEHREBM CHEN,
SEPTEMBER OCTOBER

When we experience a setback
at work, we tend to either



Percentage of 25,578 respondents who say they get at least seven
hours of sleep a night, from the online assessment *How Productive
Are You?Z by Robert C. Pozen, published August 28, 2018.

RARELOMETIMES TLYWMOS

become defensive and blame
others or berate ourselves.
Neither response is helpful.
Shirking responsibility by
getting defensive may alleviate
the sting of failure, but it comes
at the expense of learning.
Self- agellation may feel
warranted in the moment, but
it can lead to an inaccurately
gloomy self-perception.
Research shows that we
should respond instead

with self-compassion.

Terri“c article,especially inspiring

for those outside the corporate
world and those who are in small
and midsize and owner-operated
businesses. In the United Kingdom
these form a fast-growing group that
employs millions. For those of us
who must deal with failed initiatives
and disappointments on a regular
basis, employing self-compassion is
the only way.

Alistair Morrell, the Wine Inspector

WHY DESIGN

entrenched behaviors get

in the way. How can design
thinking help overcome that
problem? Though ostensibly
geared to understanding and
molding the experiences of
customers, it profoundly
reshapes the experiences

of innovators, too.

Design thinking has been met with
a lot of criticism, but its popularity
enables designers to lead strategic
decisions and makes executing the
design-driven path simpler. It takes
a whole village to ship and support
a modern product or service.
Embrace design thinking and then
scale it up by going digital so that
it becomes a weekly habit.

Mariano Suarez-Battan, CEO, Mural

Most criticism of design thinking
comes from a misunderstanding of
its purpose. Design thinking is not
just a tool for designers; itss one that
nondesigners can use to come up
with creative solutions to problems.
Designers criticize it because it
undermines their expertise: If
anyone can solve design problems,

TH | N Kl N G WO R KS why do we even need designers?

HBR ARTIEIANRYE LIEDTKA,
SEPTEMBER OCTOBER

We know a lot about practices
that stimulate new ideas,

but innovation teams often
struggle to apply them.

Why? Because biases and

As a designer, | can see how
design thinking can hurt the design
industry. But | donet think design
should be limited to a select few. It
would be wonderful to see everyone
practice it, and design thinking
provides a solid framework to do so.
Michael Degtyareyv,
senior UX/UI designer, Yardi

Smart
Answers to
Your Most
Pressing Work
Challenges

HBR GUIDES SERIES

AVAILABLE IN PAPERBACK
AND EBOOK FORMAT
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New Thinking,
Research
In Progress

[llustrations by ARS LEETARU

IN THEORY

MAKING PROCE!
IMPROVEMENTS

g with Frederick Taylor
and W. Edwards Deming, managers have
long been obsessed with ways to improve
business processes. And in the past 20
years a host of improvement initiatives,
including lean production, Six Sigma,
and agile, have swept through a range of
industries. Studies show that companies
embracing such techniques may enjoy
signi cant improvements in e ciency

and costs. But when the University of
North Carolinass Brad Staats and the
University of Oxfordes Matthias Holweg
and David Upton looked at the bene ts,
they noticed a gap. *These things always
work well initially, but often the gains
fade very quicklyZ Holweg says. sltes
always felt like researchers were telling
only half the story. Ites not just about
putting the programs in place,,itss also
about making them stickZ

To understand why some improve-
ments are sustained and others arenst, the
researchers examined 204 lean projects
launched from 2012 to 2017 at a European
bank with more than 2,000 branches
in 14 countries and serving more than
16 million customers. The lean initiative,
started by the head o ce, was supported
by a global consulting rm, which helped
create an in-house academy to train lean
«championsZ at each regional subsidiary.
Initial projects focused on processes
(such as opening an account and making
a wire transfer) that could bene t from
decreased hando s and fewer steps
and were common to all regions. The
regional o ces subsequently identi ed
additional projects according to their
needs. The projects shared an overarch-
ing goal: to increase labor productivity,

a key variable in service operations.

Harvard Business Review
November...December 2018



At rst glance, the initiative appeared
to be a great success. Over the rst four
years the bank launched 33 to 51 projects
every six months, each involving 1,600
employees, on average. Initial improve-
ments in e ciency averaged 10%; the
gains rose to 20% after a year and 31%
after two years. Those numbers are
in line with the best-performing lean
implementations in any industry, the
researchers say, and the bank was rightly
very pleased.

But when the researchers looked
more closely, they found a more com-
plicated picture. Despite the impressive
aggregate gains, 21% of projects failed to
yield any improvements. And among the
79% that showed initial improvements,
many regressed: Only 73% were still
producing results above baseline after a
year, and after two years the number fell
to 44%. Adding up the projects that had
no improvements and the ones for which
improvements were temporary, only
slightly more than one-third of projects
held on to gains after two years.

The researchers also explored
whether projects that were initially
successful could not only preserve the
gains but also show continuous improve-
ment,getting progressively better over
time, which is the goal of many lean proj-
ects. Just 51% of them were continuing
to improve a year after launch; after two
years the gure dropped to 36%.

Seeking to understand these
ndings, the researchers looked at
factors identi ed in previous research
as in uencing the initial success of lean
projects: the experience of local leaders
driving implementation, the level of
training provided, and teamse familiarity
in working together. None explained

18 Harvard Business Review
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the di erence, suggesting that what
accounts for initial success is di erent
from whates needed to hold on to gains
or to improve further.

Interviews with lean champions in
the bankes 14 countries provided some
insight. Managers said that one condition
needed to keep improving was visible
support from board members and senior
leadership,without it, frontline workers
believe that the companyes enthusiasm
for the e ort has waned, and backsliding
ensues. They also cited the need for
consistent measurement and monitoring
and noted that problems arise when
signi cant early improvements give way
to diminishing returns. sAddressing the
low-hanging fruit is easy; it becomes
harder in the long termZ one lean cham-
pion told the researchers.

The data reinforces these observa-
tions. Projects with strong support from
the head o ce showed 35% greater
improvement after a year than ones
without that support; they were also less
likely to backslide, with 79% performing
above baseline after a year, compared
with 61% of projects not driven by the
head o ce. *Senior leadership, through
paying attention to the lean improve-
ments, clearly has a major enabling
role in sustaining improvements/Z the
researchers write. Some companies
hope that a continuous-improvement
mentality will become embedded in
their culture and will motivate frontline
workers even without the involvement
of senior leaders, but this work suggests
that hope may be unrealistic.

The researchers also interviewed exec-
utives with deep experience leading lean
initiatives across a range of industries;
from this, they identi ed three ways in

which organizations can help initiatives
achieve sustained improvements.

The rstis by communicating the
program in a clear narrative that aligns
with the organizationes purpose. For
example, a hotel might focus on how a
lean process will improve guest satis-
faction; thates more likely to motivate
employees than an emphasis on cost
savings. The second is by directing
e orts toward pain points whose easing
would clearly bene t employees. For
instance, one hospitales initiative aimed
to decrease the time medical personnel
spent on paperwork, freeing them up for
patient care. The third is by ensuring that
senior leaders act as coaches, enabling
small wins to increase employeese moti-
vation and engagement.

A patrticularly troublesome obstacle to
sustained improvement, the researchers
say, is initiative fatigue, which occurs
when leaders jump too quickly from one
improvement fad to another. (One of the
researchers has joked about the danger of
airport bookstores, which tempt traveling
executives to pick up business books
that may send them in pursuit of a new
improvement plan.) Embarking on a new
project is often more exciting than staying
the course, but that doesnet necessarily
deliver the best long-term results. Staats
says, eltes always easier to start some-
thing, whether ites weight loss, going to
the gym, or smoking cessation. Getting
individual changes to stick is hard, and
getting organizational changes to stick is
even harderZ HBRReprintF A

ABOUT THE RESEARKXI&KiIng

Process Improvements Stick,Z by
Matthias Holweg, Bradley Staats, and
David M. Upton (working paper)



Leaders must make 5
sense of these thingsZ

IN PRACTICE

Helen
Bevan

Helen Bevan has spent 25 years
overseeing change initiatives at
Englandes National Health Service,
which serves more than 50 million
patients and employs 1.2 million
health care sta ers. She spoke
with HBR about the challenges

of preserving the gains from one
initiative while launching new

e orts. Edited excerpts follow.

Why is it so hard to sustain an

initiative s improvements? ltes

an issue of energy. And when a

new initiative comes along, people

ask, *What do we do with the

old one?Z Much of our workforce

models the behavior of senior

leaders, and when those leaders set them up, frame them the right scrumit feels like weere taking away things in terms of our mission,

shift their energy to something  way, and get people invested. peopless autonomy. We can conveywhich is care.
else, ites hard to sustain things. those concepts perfectly well
Is this especially hard in a health without those words. How do you start an initiative
What di erentiates changes care setting, where e ciencies without losing the gains of the
that stick? Sustainability starts ~ may seem to con ict with quality But don t people worry that previous one? Four years ago we
at the beginning, in how we frame care? Our purpose is health and  the programs are actually did a crowdsourcing exercise in
a project and what it means to the wellness. Thates what motivates  about cost cutting? Of course which we asked colleagues about

organization and our purpose. Ites people in this sector; they donet we focus on costs,we have “nite  the biggest barriers to change.

the di erence between behaving come for the pay. If we can frame resources. But itss about framing. The most common answer was

like a buyer and behaving like an a project as relating to things that  Instead of talking about waste, we sconfusing strategies.Z People said
investor. If weere asking doctors really matter to the people who focus on unwarranted variation in that when a new initiative, target,

to get on board something thates work here, they will connect with it care. Every patient with the same goal, or focus comes along, they
under way, ites already too late. Wen an emotional level. Even doctorscondition should get the same donet know whether itss more

need to get them invested in the who make decisions logically, high-quality treatment; when important than the previous one. We
project, and thinking like owners, are more likely to engage and be that doesnet happen, it can be a  have to “nd ways to continue the
well before it begins. When | look motivated if an initiative “ts with matter of life and death. Variation journeys weseve started by sustaining

at the di erence between projects their emotions and values. So we also adds to cost, so reducing peopless energy while creating

that are sustained and ones that show data and avoid jargon. If we unwarranted variation increases  space for new things. Managers and
arenet, it often has to do with talk about «leanZ and +agileZ and care and reduces cost. We see  leaders must make sense of those
taking the time at the beginning to use words likeanban, kaizerand more success when we frame things and reduce ambiguity.
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ETHICS

The Partners-in-

Crime Effect

Who is more likely to behave unethi-
cally: an individual, a pair of friends,
or a pair of strangers?

A recent study suggests that two
sunbondedZ strangers are the most
likely to bend the rules. In one experi-
ment, individuals and pairs of strangers
taking a computerized exam were given
an opportunity (owing to an apparent
computer glitch) to in ate their scores.
Seventy-three percent of the pairs and
54% of the solo test takers cheated.

In another experiment, participants
imagined negotiating a job o er with a
candidate who they knew would be laid
0 in six months; their own perfor-
mance reviews, they were told, would
be signi cantly a ected by whether

they closed the deal. When asked if they
would honestly answer the candidatess
guestions about job security,the ethical
thing to do,pairs who had just met

were more likely to say they would hide
the bad news than were individuals or
newly formed pairs who had engaged in
some relationship-building exercises.

20 Harvard Business Review
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The researchers posit that for strangers,
engaging in unethical acts can serve as a
bonding ritual. *Our work suggests that
allowing individuals to socially bond

with each other before entrusting them
with joint decisions is actually very
important, at least if ethics are at playZ
they write.

ABOUT THE RESEARSIranger

Danger: When and Why Consumer

Dyads Behave Less Ethically Than
Individuals,Z by Hristina Nikolova, Cait

Lamberton, and Nicole Verrochi Coleman

(Journal of Consumer Rese&2tii3)

CAREERS

the «hitsZ were distributed over the
course of a career. For people in all three
professions, the two most successful
works were roughly 1.5 times as likely to
be produced back-to-back as one would
expect by chance.

The researchers also looked at how
many consecutive works exceeded the
median in a measure of quality, nding
a pattern scharacterized by long streaks
of excellent works clustered together in
sequenceZ The vast majority of people
in all three professions enjoyed at least
one such <hot handZ period during
their careers, but standout second acts
were less common: Only about 30% of
artists and scientists, and 11% of movie
directors, had two hot-hand stretches.

G re ate St H ItS CO FMtemost common duration of hot

INn Bursts

Gamblers, athletes, and investors all
experience hot streaks. A new study of
artists, movie directors, and scientists
investigates whether the same phenom-
enon applies to creative endeavors.
Researchers examined auction prices for
works by 3,480 artists, critical ratings
for movies from 6,233 directors, and
research citations for papers by 20,040
scientists, identifying each persones
biggest successes and analyzing how

streaks varied, from 3.7 years (scien-
tists) to 5.2 years (directors) to 5.7 years
(artists). sIndividual careers are far

from being random, but [are] charac-
terized by bursts of high-impact works
occurring in sequence/ the researchers
write. Their ndings may be especially
relevant to managers trying to predict
future output as part of hiring and
promotion decisions.

ABOUT THE RESEARRE®t Streaks in

Artistic, Cultural, and Scienti“c
Careers,Z by Lu Liu etNat(re,2018)
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RETAIL

What Spurs Demand for
Product VerSIONS? s v o baored

When companies are deciding how
many variants of a product to o er, what
should they take into account? In a series
of six experiments, researchers identi-
ed a key factor: whether people see the
item as utilitarian or as hedonic,that is,
related to pleasure.

In one experiment, students were
instructed, variously, to select a song
to listen to for enjoyment or to choose
one to evaluate as a task and asked
how many possibilities they wanted.
In another, participants were told to
imagine theyed be choosing paint colors
for either a car driven for weekday
commutes or one used for weekend
excursions. In both scenarios the people
making utilitarian decisions wanted
fewer choices than those thinking

22 Harvard Business Review
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ONE THUMB UP!

Moderately positive online reviews are negpersuasive than extremely positive ones,
according to a study involving granola bars, pens, and other products. A caveat:
Extremely positive reviews gain persuasiveness if they are long.

Glowing Reviews Arenst Always the Most Persuasive,Z by Daniella Kupor and Zakary L. Tormala

about pleasure. Why? According to the
researchers, people believe that when
it comes to pleasure, their preferences
are highly personal and may be hard to
satisfy, so consumers focusing on plea-
sure typically prefer a large assortment.
But people are less apt to think their
workaday needs are unique.

This insight has implications for
retailers, because assortment sizes are
critical for attracting and keeping cus-
tomers and often drive decisions about
buying online (where assortments typi-
cally run deeper) or in physical stores. «If
a rm chooses to emphasize the hedonic
bene ts of a particular product, o ering
a greater variety is likely to attract more
customers/ the researchers write, while
*an emphasis on utilitarian aspects calls

INNOVATION

How to Say No to
Crowdsourced Ideas

Consumers often have great ideas for
improving the products they use, which
is why many companies have turned to
crowdsourcing when seeking innovation
ideas. Many crowdsourcing campaigns
receive hundreds or even thousands of
submissions; in return, those submitting
ideas generally receivefsilence.

A new study examined the crowd-
sourcing e orts of 70,159 organizations,
nding that 88% didnst bother replying
to submitters whose ideas were not

selected. And not surprisingly, rst-time
submitters who got no response were

less likely to send the same organization

a second idea. People who did get a rejec-

Preference Uniqueness and Assortment Sizdion noti cation generally reacted posi-
Choice,Z by Sarah C. Whitley, Remi Trudel, tively, and they felt more bonded to the

and Didem Kurdqurnal of Consumer
ResearcHprthcoming)

ENTREPRENEURSHIP
Ites NOt TOO Late....

. . younger
Conventional wisdom holds that the most
successful start-ups are created by young

adults. But an analysis using U.S. Census data 30 39
on the 2.7 million founders in the United States

from 2007 to 2014 shows that the average age 40 49
is actually 42. And when researchers identi‘ed

the top 1% of start-ups by employment growth,

they saw that more than half were started by

founders in their forties, “fties, or sixties. The 50 59
researchers write, *The preeminent place of

young founders in the popular imagination 60 and
may...re"ect disproportionate exposure to a older

handful of consumer-facing IT industries, such
as social media.Z

organization than did people who heard

continued on page 24

Share of founders by age
0% 10 20 30
All start-ups
Highest-growth start-ups

SourcesAge and High-Growth Entrepreneurship,Z
by Pierre Azoulay et al. (NBER, 2018)






continued from page 22

nothing. Textual analysis suggested

that rejections explaining why the idea
wasnet selected further boosted peopless
positive feelings toward the organization,
especially if they were linguistically
similar to the submission. (If a submis-
sion used formal language, for example,
a rejection note might do the same.) «Our
research indicates that managers may use
explicit rejections to foster contributorse
willingness to continue to engage/ the
researchers write. They say that venture
capital and other industries that typically
reject large numbers of people could also
learn from the ndings.

ABOUT THE RESEARIdEa Rejected,
Tie Formed: Organizationse Feedback
on Crowdsourced Ideas,Z by Henning
Piezunka and Linus Dahlandeafiemy
of Management Jourrfakthcoming)

BOARDS

Directors with Mark

Expertise Can H
Firms Grow

Research has shown that having a chief
marketing o cer (CMO) on the top man-
agement team has no e ect on a com-
panyes revenue growth, but few studies
have considered the impact of marketing
expertise at the highest level of the rm.
Does having a marketing pro on the board
of directors make a di erence?
Researchers examined director biog-
raphies in all rms consistently listed on
the S&P 1500 from 2007 to 2012 (a total
of 12,106 directors across 1,091 compa-
nies) to identify board members with

24 Harvard Business Review
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executive-level marketing expertise.
They found that about 3% of directors
t that description and that 16% of

e!ta‘ ﬁgne such member.

yzing rm nane#l statements,
eai/’?/ that having a marketing expert
on the board was positively associated
with revenue growth, in some cases rais-
ing it by nearly eight percentage points.
This e ect was magni ed under certain
circumstances: when industry growth
or the rmes recent market-share growth
was weak (conditions that should make
boards more receptive to marketing
input); when the CEO was also the board
chair (presumably boosting manage-
mentes incentive to implement board
recommendations); and when relatively
few board members were CFOs ( nance
types are often resistant to marketing
counsel because of the two functionse
di ering organizational goals).

Follow-up interviews with CMOs,
recruiters, and board members suggest
that directors with marketing expertise
achieve this positive e ect by shaping
meeting agendas and focus areas, steer-
ing discussions and decision making,
and in uencing the CMO and other
C-suite executives between meetings
of the board. The studyes ndings
eshould compel boards to reconsider
their demonstrated reluctance to
include marketers/Z the researchers
say. *Boards can generate better
revenue growth by including marketers
among their ranks, especially when
growth is di cultZ

ABOUT THE RESEAR®GMHenN and

How Board Members with Marketing
Experience Facilitate Firm Growth,Z by
Kimberly A. Whitler, Ryan Krause, and Donald
R. Lehmanrdgurnal of Marketirng)18)






DIVIDED WE SHOP

When asked to choose between two custom co ee mugs, conservative Americans
were more likely to pick the one bearing the slogan <Just Better,Z and liberals
preferred <Just Di erentZ,one of several experiments suggesting that conservatives
buy products that signal superior quality, while liberals are drawn to uniqueness.

*How Liberals and Conservatives Shop Differently,Z by Nailya Ordabayeva

CORPORATE RESPONS|B|&hare of Millennials who say that businesses...

Losing Faith In

Business

Surveys of 10,455 Millennials in 36 countri

show increasing doubts about whether

businesses are really helping society, and
fewer than half of respondents in 2018 said*’
they think companies behave ethically. The

researchers cite the growth of disruptive

technologies along with political turmoil as 25
possible explanations for the unease. The
good news: As the oldest Millennials gain

experience, more are moving into senior
roles in which they can in"uence how
businesses operate.

MANAGEMENT

When people get along with their leader,
theyere more motivated, they perform
better, and theyere more likely to go the
extra mile, research has shown. When
they donet, bad things can happen.

But viewing the boss-employee
dynamic as purely positive or purely
negative creates a false dichotomy; it is
often mixed. In three studies involving
952 working adults and undergradu-
ate students, researchers found that
employees who assessed their relation-
ship with their supervisor as highly
ambivalent performed worse in their
jobs (according to the bosses rating) than
those who saw the relationship as more
clearly positive or negative. Although it
seems surprising that people who dislike

26 Harvard Business Review
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focus on their own agendas
rather than on society at large

behave in an
ethical manner

Agree 75%
Agree 48%
Disagree 45%
Disagree 21%
2015 2016 2017 2018 2015 2016 2017 2018

Source2018 Deloitte Millennial Survey

their boss perform better than people
with an equivocal view, the nding is
consistent with prior research on ambiv-

7alent relationships in social settings,

Hate Your Boss”
Things Could Be

WAl s shown that inconsistency
mW@reg@ anxiety and can
therefore a ect the quality of work.

The researchers say that con icted
relationships between bosses and
employees donst always lead to poor
performance, however; empathy
and advice from colleagues or the
organization can provide an e ective
counterweight. sLeaders should try to
encourage team members to support
each other [by] creating an environ-
ment where employees feel safe being
themselves and raising issues/Z the
researchers say.

ABOUT THE RESEARIGader-

Member Exchange (LMX) Ambivalence
and Task Performance: The Cross-Domain
Bu ering Role of Social Support,Z by Allan Lee
et al. Journal of Managemed@17)

have no ambition beyond
wanting to make money

62%
Agree
Disagree
34%
Note: This question
was not asked in 2015
2015 2016 2017 2018



Why did
she borrow
$67,928
for tuition?

She did it to
work for you.

Now therees a job
bene* t that helps
your employees
pay off their
student loans.

Gradifi is gratitude.



TALENT

Overruling Perfo

Evaluations

In many professional settings, objec-
tively measuring employee performance
is challenging, and evaluations hinge

on a single bosses opinion. Companies
recognize the risks this poses. So in
some organizations, rst-line bossese
ratings are reviewed,and often
second-guessed,by a group of higher-
level managers, sometimes called the
calibration committee. According to one
survey, 54% of companies with 2,500 or
more employees use such a system.

A new study provides insight into
how this review-of-reviews process has
played out at one organization: a large
multinational. Working with a three-
year data set from one department, the
researchers examined 1,333 ratings of

28 Harvard Business Review
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686 employees submitted by 110 super-
visors and subsequently calibrated by
12 committees. In this rm, a committee
doesnet necessarily know the workers
whose evaluations it is reviewing, so
rather than second-guess the ratings for
individual employees, it focuses on how
each manageres ratings compare with
those of other managers, looking for
signs that the scores someone assigns
are routinely too high or too low. During
the period studied, committees changed
about 25% of ratings (mostly those
that deviated signi cantly from the
department average), with downgrades
happening four times as often as boosts.
Supervisors seemed to learn from the
process: Over time, their ratings fell
more closely in line with the average.
Surveys of 220 employees and 47
supervisors showed that workers viewed

méﬂsaﬁ@r@auy fair, although

it did not entirely eliminate percep-

tions of favoritism, while supervisors
complained about the demands it

placed on their time. The researchers
conclude that despite the costs and
complexity, ecalibration adjustments

do improve the consistency of ratings
across supervisors/Z helping to overcome
the subjectivity inherent in evaluations

of knowledge w ork. However, they note
that by increasing the number of scores
that cluster near the average, the system
could make it harder to identify high and
low performers.

ABOUT THE RESEARTH& Role of

Calibration Committees in Subjective

Performance Evaluation Systems,Z by

B. William Demeré, Karen L. Sedatole, and

Alexander Woodsl@nagement Science,
forthcoming)
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From the February

2002 Issue

[A] staggering
number of people
who work for
organizations are no
longer traditional
employees of those
organizations. fthe
attenuation of the
relationship between
people and the
organizations they
work for represents
a grave danger to
business. Itss one
thing for a company
to take advantage of
long-term freelance
talentf.ltes quite
another to forget,

In the process, that
developing talent

IS businesses most
important taskZ

*Theyere Not Employees, Theyere People,Z

by Peter F. Drucker
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a tattoo. ltes that therees no labor market
penalty for having one.

Why were you interested in the e ect
of tattoos? Theress been a lot of
research on the career e ects of other
personal characteristics,race, age,
beauty, health, height, weight, and

Michael T. &rénehJnivelksiynobnd colleagyed BiDredsabiiies,and of behaviors such
than 2,000 people in the United States and found gl iseuii fatioos
were no less likely to be employed than their uninkedsoeantespasisy @nd

that average earnings were the same for both grodffs? 1if FECtatere men

en asked, *Do you' have a tattoo?Z

were S“ghtly more ||ke|y tO have @bﬂdhlﬁmﬂther mﬁlﬂn we compared their responses

with their employment status, we

A Tattoo Wonet HurE-Y-our
Job Prospects

h
F ro fe S S O r F re n C showed that tattooed people were
efcdived to be less honest, motivated,

DEFEND YOUR-RESEARCH

French: We went in expecting to nd a
negative relationship between tattoos
and success in the labor market. My
coauthors, Karoline Mortensen, who is
also at Miami, and Andrew Timming of
the University of Western Australia,and

| thought we might see a wage penalty or
employment di culties, because hiring
managers have said in previous studies
that theyed discriminate against tattooed
candidates. But in this analysis, after we
controlled for factors that could a ect

job prospects,such as alcohol use and
whether people had been in jail,we
found no signi cant correlation between
body art and employment or earnings.
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Regardless of size, number, visibility, or
0 ensiveness, tattoos donet seem to stop
people from nding jobs or bringing in

as much pay as everyone else. We even
saw two small positive correlations: Men
who had tattoos were 7% more likely to
be employed than men who didnst have
them, and both men and women with
tattoos worked more hours per week.

HBR: So, if  m a guy struggling to nd
a job, some ink might help? Well, I«d
urge caution about that. We uncovered
a correlation but not causation. The
message of this research isnet that you
can boost your job prospects by getting

thought we might get di erent results
by asking about tattoos you could see or
that were especially large or considered
o ensive. Our initial hypothesis was
also informed by studies suggesting

at tattoos are taboo in the workplace.

negative feelings about visible ink on
prospective employees. And in a 2016
study, Andrew found that tattooed
applicants were rated signi cantly less
*hirableZ for customer-facing jobs.
Until recently, tattoos may have been
associated with rebellion, criminal
activity, or gang membership,nothing
youere looking for in an employee.

But times have changed? Yes, some of
those studies are more than a decade old.
Since then, body art has gained much
more acceptance as a form of personal
expression, just like your clothing,
jewelry, or hairstyle. Among our survey
respondents, 23% of men and 37% of
women had tattoos. Some estimates
suggest that there is a tattooed person

in 40% of U.S. households, up from 21%
in 1999. I«d also note that, as economists
have shown in other contexts, stated

Illustration byJOEL KIMMEL



preferences donet always match revealed
preferences. You might say youed hire
someone without tattoos over someone
with them for a particular job. But when
it comes right down to it, youell choose
the most quali ed person, body art or
not. Even the U.S. Marines now allow
recruits to have visible tattoos anywhere
but the face, because when tattoos were
banned, the organization found it was
losing out on good candidates.

| wonder, though: Is there a blue-collar/
white-collar divide? Are tattoos OK for
tradespeople but not professionals?
Thates something | wish weed asked
about. A 2010 study did show that
consumers perceived visible tattoos

to be inappropriate in white-collar
professions but not in blue-collar ones.
And ites possible that the people we
surveyed were mostly in lower-paying
jobs, since theyed volunteered to

answer our questions for a small fee on
Mechanical Turk. Their average annual
salary was $36,485 for men and $25,930
for women. In some types of jobs body
art might be seen as less of a negative
or even a positive. But | suspect that
nowadays most people think itss OK for
even doctors, lawyers, and accountants
to have tattoos.

Women, too? Yep. Women accounted for
two-thirds of our sample, but we found

no employment or wage penalty for

those with body art.

And even o ensivenessisnt a deal
breaker? Not according to our data.
The respondents who told us they had
0 ensive tattoos were just as likely

to be employed as those without any
tattoos. But we were relying on self-
reporting, so our sample size on that
measure was small. And o ensiveness
is subjective. Is a Confederate ag a
symbol of Southern heritage or racial
oppression? Ites also possible the

0 ensive tattoos were in places people
could cover up.

Is cultural context important? Would
you get di erent results in other
countries? My gut instinct is that

weed see the same ndings in Western
Europe. In places like Eastern Europe
and South America, we might even see
that tattoos are more valued. l*m not
sure about Asia. This would be a way to
extend our research.

| have to ask: Do you have a tattoo? | have
a few. On one calf | have a camp re and
on the other my favorite motorcycling
road. On my bicep | have a waterfall
scene, and on the inside of my left
forearm, | have a colorful arrow, which

I get lots of compliments on. | got my

rst one 10 years ago.

And sorry to get even more personal, but
how old are you now? 57.

Hmm. What if all the employed people
with tattoos only got them once they
were established in their careers as
you did? And that s why they su er no
penalty? We note in the study that we
have no information on the timing of
tattoos. Ites possible that when you
reach a certain earnings threshold, you
say, *OK, Il get a tattoo nowZ But the
Pew Research Center has reported that
38% of Millennials have tattoos. So
weere de nitely talking about people
early in their careers, too.

What s next in the eld of tattoo
research? We plan to use eye-
movement tracking technology to

see how people respond to photos

of visible and o ensive tattoos. But
honestly, | feel that if our ndings can
be replicated with di erent samples,
researchers should spend less time
studying tattoos as they relate to
employment and earnings. We should
study other potentially stigmatized
groups and try to correct real, not just
perceived, biases.

Interview byAlison Beard
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India, teachers
snet creative.
raw or play the
they advised me
on academics,
which | did. | graduated from a univer-
sity in India with a commerce degree
and moved to London to take a job at
Ernst & Young, where | quali ed as a
chartered accountant (CPA). | then went
to Cambridge University to read law,
assuming that l«d become a barrister or
an M&A adviser.

But a latent creativity was inside
me waiting to break out. Sitting in
a traditional British pub one evening
after classes, wondering whether to
have a too- zzy lager or a too-heavy
ale, | had an idea: | wanted to create a
more balanced beer, one that would
pair well with food, especially the spicy
curries from home. It would appeal
to both men and women. And | could
eventually sell it around the world.

That was the dream. Today it is a
reality. The beer brand | eventually
launched, Cobra, now generates
$250 million annually in global retail
sales. The journey required a great deal
of creativity. It also demanded vision,
exibility, and inte rlty,,notjust from

COBRAS CHAIRMAN:-ON
INTO A GLOBAL P@J&Nﬁ

careerin accountlng or to pursue one
by Karan Bilimoria

in the legal profession, the specialized

32 Harvard Business Review
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training | received in both elds was
invaluable. Particularly in the United
Kingdom, many CEOs and FTSE 100
board members start as CPAs; we

all bene t from a rm grounding in
nance. Indeed, in addition to serving
as CEO, | led the nance function at
Cobra for its rst 10 years. My time at
Ernst & Young also provided an excel-
lent professional foundation. | learned
how to operate in a global rm and

was exposed to a variety of businesses
from the inside; this gave me insight
into how | might run my own. As a law
student who debated in the Cambridge
Union and stood for university union
elections, | learned how to build
relationships, make a case with passion
and reason, and get people behind me.

But entrepreneurship was always
calling to me in the background. My
great-grandfather had pursued this
path: He built his own business (and
lost it three times) before eventually
amassing the family fortune. He
then became a noted philanthropist
and a member of the House of Lords
in India. | was just three years old
when he passed away, but one of his
daughters, my great-aunt, told many
stories about him, so he remained an
important influence.

When the idea for Cobra struck me
in that Cambridge pub, | couldnst let it
go. | was a beer lover but often found
lagers to be gassy, bland, and bloating;
ales, meanwhile, were too heavy and
bitter to drink with food. | wanted
something in between,cold and
refreshing but also smooth. Each night
| found myself experimenting, mixing
brews that were then on the market to
nd the right blend. At the same time,

| knew that launching a beer brand
was too ambitious for a rst venture.

| needed to acquire some business
experience rst. When my polo team
at Cambridge did a tour of India, | saw
an opportunity: selling Indian-made
polo sticks in the UK. That was a way
to open lines of commerce between
the country where lsd been raised

and the one to which I«d emigrated as
a student. Although India was then a
closed economy with a socialist model,
| anticipated liberalization.

Soin 1989 | teamed up with Arjun
Reddy, a friend from Hyderabad, and
we launched our polo-stick-importing
business. | knew from my days running
for o ce at Cambridge that when it
comes to selling, therees no shortcut.
You have to go door-to-door with your
pitch. Soon Harrods and Lillywhites
were clients, and weed expanded into
other traditional Indian goods, includ-
ing leather, silks, and garments.

Within nine months, however, we<d
been introduced by chance to Indiass
largest independent brewer, in Banga-
lore. It employed the countryss nest
brewmaster, an Indian biochemist
who had studied in Prague, but it had
never exported its product. | seized the
opening and explained my idea. The
company rst suggested that we import
two of its brands to the UK: Pals and
Knock Out. But the former shared the
name of a British dog food, and the lat-
ter,suggesting a boxeres punch,wasnet
what we had in mind. Amazingly, the
company agreed to let us develop our
own brand. | already had the taste in my
mind; the brewmaster and | just needed
to sit in the laboratory and come up
with the recipe.

| parked myself in India for several
months while my partner held down
the fort in London. We knew we had
to get the product right. This was well
before the craft beer boom, but we still
had to make ours di erent from and
better than the hundreds of brands
already out there.

Once | thought we had it right,
| returned to the UK and began driving
around,in a battered old Citroén,to
all the top Indian restaurants so that
| could introduce the proprietors to our
beer. | knew that if they placed an order,
other curry houses would too, and then
distributors would pile in to serve this
growing segment of the industry,up
from a handful of establishments
serving mostly expats in the 1950s to
about 6,000 restaurants that drew all
types of British consumers in the early
1990s. (Today curry restaurants in the
UK number more than 12,000.) In that
rst sales push we managed to presell
one shipping containerss worth of
bottles,half to restaurants and half
to a distributor in Newcastle.

The Cobra name was what sealed
the distribution deal. After lots of
brainstorming sessions, we had
decided to call our beer Panther. Weed
already designed the labels; the beer
was waiting to be bottled and sent to
the UK. But potential distributors com-
plained to Arjun that they didnst like
the name Panther,they couldnst say
why, they just didnet. So we thought
back to our runner-up choice. *Ask if
theyell buy something called CobraZ
| told my partner. The distributors said
yes, so | asked my brother, who was in
advertising, to design us a new label.
Adapt or die.
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SURV'V'NG THREE CR'SEﬁand our reach to di erent types

In those early days nance was the
biggest challenge. With reorders strong,
we realized very quickly that people
loved our product, and that gave us con-
dence. But we needed money to make
more beer, and we didnet want to give
up our majority stake in the edgling
company. We availed ourselves of every
form of government nance and even-
tually found an angel investor who took
a 5% share that valued us at £1 million.

Three years in we hired a few more
salespeople and began to invest in
marketing. We created pint glasses
featuring a map of India and gave them
to restaurants, whose owners reported
that customers liked them so much they
were taking them home. At the ve-year
mark Arjun decided he wanted to move
back to India. At the time, our revenue
was about £2 million, and perhaps he
didnet expect it to grow much more. But
| wanted to stick with Cobra. | strongly
believed that it could become a global
brand, so | bought him out on his terms,
and we remain good friends.

Happily, sales doubled the next
year. Now production was the prob-
lem. The Bangalore brewery couldnet
cope, and we had issues with quality,
consistency, and availability. | had to
decide whether to expand capacity
in India or in the UK. The knee-jerk
reaction from distributors was to insist
that we remain an imported beer.

But when we surveyed consumers,
we found that they appreciated the
beeres extra-smooth taste more than
its country of origin. That gave me the
con dence to adapt again and move
production to Bedford, in the UK. With
increased capacity, we were able to
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of restaurants along with pubs and
bars; we could produce Cobra in kegs
to serve on draft,exactly the way ld
been drinking beer when | came up
with the concept.

The climb from there to where we
are today has not been without further
setbacks, however. In fact, in a near-
echo of my great-grandfatheres expe-
rience, | almost lost the business three
times. The rst crisis was sparked in
1998 by an article criticizing the service
in Indian restaurants,published in a
trade magazine that lsd helped create
and that still listed my name on the
masthead. That prompted a yearlong
boycott of Cobra, during which we
had to close our UK depots and lay o
employees. Sales grew by an anemic
3% over that 12-month period, and |
thought we were nished. Eventually,
however, with a lot of hard work, we
persuaded the restaurants that we
would never want to harm them, and
they lifted their ban.

The second crisis came in 2008.
By this stage Cobra was a much larger
company, and we needed signi cant
investment to pursue our global
growth plans. One of the worldss largest
liquor companies had agreed to pay
£30 million for a 30% equity stake in
the company. But its management
suddenly got cold feet and pulled out.
Thankfully, | had a plan B: nancing
from an Indian bank. We secured the
loan,just two weeks before Lehman
Brothers collapsed.

That bought us some time, but
within a year we were confronting the
third existential threat: A nancial
backer that had su ered badly in the

global downturn called in its loan and
ordered us to sell the company in the
worst possible climate. Our valuation
had been £100 million; now we would
get much less. That was very painful. In
March of 2009 Molson Coors expressed
interest in a joint venture: It would take
50.1%; | would retain 49.9% and stay
on as chairman and integrate my team.
The deal satis ed 90% of our creditors,
but one balked, forcing us to enter what
is called a pre-pack administration, in
which anyone can bid for the company.
We persuaded Molson Coors to come
back to the table with us and put in

a joint bid. It did, and we saved the
company, ensuring that one-third of

our employees could move to the joint
venture and that those made redundant
would be paid out in full, along with
some remaining shareholders.

THE KEY ELEMENTS OF SUCCE

When | re ect on how we managed to
survive each of those scenarios, | seize
on the elements | mentioned at the start
of this story. First, my vision for the
company never wavered. | wanted to
create the nest Indian beer and sell it
everywhere. With determination, my
team and | turned Cobra into a house-
hold name in Britain, and that strength
of brand helped us through tough
times; during none of the crises did our
sales decline.

At the same time, w esve been
creative and exible,willing to
constantly adapt, learn, grow, and
innovate. Thates the heart of successful
entrepreneurship: knowing where you
want to go but staying open to di erent
ways of getting there.



AT THE BREWERY:

Cobraes bottling plant in Burton-on-Trent,
England, produces the equivalent of

one million 620 ml bottles of beer a week.

Another key element of our success
has been integrity. Throughout the life
of Cobra, | have been surrounded by
loyal partners, employees, and fam-
ily,especially my wife, whom | met
one year after | started the business.
They stuck with me and the company
through thick and thin, and | am
immensely grateful. As a group we have
also always adhered to strong moral
principles. Even when others didnet
play it straight, we did. In my opinion,
itss better to fail doing the right thing
than to succeed doing the wrong one.

Now that wesre a part of the Molson
Coors family, | continue to stoke the
same res: vision, creative exibility,
and integrity. Cobra has won 101 gold
medals at the Monde Selection compe-
tition over the years, and we now export
to nearly every European Union country,
along with Japan, Canada, and Australia.
Because Anheuser-Busch has the King
Cobra brand, w esve wr estled with trade-
mark restrictions in the United States.

Although a large company can be
bureaucratic, | still push for innovation,
adaptation, and a fast pace. In 2018 we
launched Cobra Malabar, a blond IPA. It
comes from a complex, top-fermented
recipe, and it took us two years to
deliver. But we got there in the end, and
now Cobra has the whole Molson Coors
machine, nance, marketing, and
distribution,behind it.

| continue to focus on building
strong, trusting relationships across the
company. Because Arjun and | spent
the early years of Cobra doing every-
thing, from setting up production to
negotiating with restaurants to hiring
employees, | can visit every part of this
American-Canadian-British-Indian

business and identify with what people
are doing. At the executive level lsve
gotten to know Pete Coors, the Molson
family, and the global and UK leadership
teams personally. Churn is inevitable

in an organization as big as ours, but
therees no reason we canet cultivate the
same loyalty we had in Cobraes start-up
days,and endeavor together to always
do whates right.

For the past decade and a half lsve
also become involved in the broader
UK business and political community.
| have served as deputy lieutenant
of Greater London, and in 2006 | was
named an independent crossbench life

peer in the House of Lords. Isve tried to
bring my entrepreneurial experiences
and approach to these roles, too. Over
the past few years, for example, leve
been quite vocal about my opposition to
Brexit. lsm sticking my neck out because
| believe this is so important,not just

to Cobra and other UK-based busi-
nesses but also to future generations of
citizens. We are better o remaining in
the European Union. This is yet another
situation outside the world of music

and art that calls for vision, creativity,
and integrity. But | believe that I, my
team, and my adopted country are up to
the challenge. HBRReprintR A
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n turbulent times, steadiness and
stability can be signi cant virtues.
These qualities are evident in the 100
men and women whoeve achieved

a spot in HBRes 2018 ranking of the
worldes top-performing CEOs. They
face an array of outside forces,savvy
competitors, demanding customers,
pro t-hungry investors, political and
economic headwinds. Nonetheless, their
companies have shown a remarkable
ability to sustain momentum: Seventy
of the 100 leaders in last yearss ranking
performed well enough to achieve the
distinction again this year,including
Pablo Isla, of the Spanish fast-retailing
giant Inditex, who repeats as the
number-one-ranked executive.

This consistency is the result not just
of an unwavering leadership style but
of the way HBR measures performance.
In a business world that often seems
obsessed with todayes stock price and
this quarteres numbers, our ranking
takes the long view: Ites based primarily
on nancial returns over each CEQOes
entire tenure,,and because these
CEOs have been successful, many have
enjoyed a long run in the job. (CEOs on
the list have been in the position for an
average of 16 years, versus an average
in 2017 of 7.2 years for S&P 500 CEOs.)
To calculate the nal rankings, we also
factor in each companyes rating on
environmental, social, and governance
(ESG) issues; for a full explanation of



the methodology, see the sidebar
on the following page.

This focus on career numbers
results in a ranking with limited
annual churn. Seven of this yearss top
10, and 18 of the top 25, were ranked
at those levels last year. In a typical
year, from one-quarter to one-third
of CEOs in the prior yeares ranking fall
0 owing to retirement, resignation,
death, or poor nancial performance.
Among the notable names on the 2017
list who failed to repeat are Martin
Sorrell, of WPP (who resigned amid
allegations of misconduct); John
Mackey, of Whole Foods (whose
company was acquired by Amazon);
and Leslie Wexner, of L Brands (its
stock tanked this year).

Other trends remain more or less
consistent. In the good news...bad news
department, female representation
among the 100 CEOs is up 50% from
last year,but thates because this
yearss ranking includes three women,
compared with just two during prior
years. (Here we o er what has become
a familiar explanation: The paucity of
women in the ranking says nothing
about menes performance as CEOs
versus that of women; rather, ites the
result of very low female representation
among the CEOs of global S&P 1200
companies, the universe from which
our ranking is drawn.)

Although year-to-year shifts in our
rankings arenst dramatic, examining
the rankings over longer stretches
illustrates the challenge of sustaining
world-beating performance. Since 2013
only six CEOs have appeared every
year: Je rey Bezos, of Amazon; Pablo
Isla, of Inditex; Blake Nordstrom, of

Nordstrom; Paolo Rocca, of Tenaris;
James Taiclet Jr., of American

Tower; and Renato Alves Vale, of
CCR. Even among this select group,
Bezos stands tall: On the basis of
nancial performance alone (that

is, disregarding the ESG component
of our rankings), Amazones founder
has been the top-performing leader
each year weeve compiled the ranking
since we began using our current
methodology, in 2014. And since Bezos
rst topped the list, in November of
that year, the companyes stock price
has grown more than sixfold.

One of the tests of any leader is
how he or she adapts to a shifting
environment. Among the biggest
shifts companies face right now is
in the global political environment.
The rise of populism as a potent force
is most apparent in the election of
Donald Trump and Great Britaines
departure from the European Union,
but ites evident in many other regions,
too. For business leaders, especially
in manufacturing, this has brought
the threat (and sometimes the reality)
of tari s and trade wars, along with
industry-speci ¢ opportunities
and challenges.

Amid such uncertainty, how actively
should corporate leaders speak out
on political issues,and on which
ones? Two U.S. CEOs on this yearss list
illustrate di ering views.

Satya Nadella succeeded Steve
Ballmer as CEO of Microsoft in 2014,
that companyes turnaround, led by the
growing strength of its cloud-computing
business (which Nadella headed before
becoming CEO), helped put him at #46
on the 2018 list. Nadella believes in

taking a stand on issues that are directly
relevant to Microsoftes business, such
as immigration reform, but he draws
the line at voicing his personal political
beliefs. s*No one elected me/ he told
HBR editor in chief Adi Ignatius in a 2017
interview. *When we talk about taking
a political stance, thates notfwhat our
employees expect of meZ

Other leaders view this piece of the
CEO role more expansively. Among
them is JPMorgan Chase CEO Jamie
Dimon, who is #22 this year, owing to a
sharp run-up in the bankes stock since
2016. «If you want the right public
policy, you have to be an advocate 7
Dimon told Ignatius in a 2018 interview.
*And you canet be parochial. You canst
talk only about that one little regulation
thates going to help your company. You
need to talk about tax policy, trade,
immigration, technologyZ

Whether and when CEOs speak
out doesnet factor directly into our
rankings,but such activism may be
captured indirectly in ESG scores,
according to the experts at CSRHub
and Sustainalytics, the rms that
help us crunch the data. For instance,
ESG ratings do account for company
lobbying expenditures, the degree
of disclosure on issues such as
carbon use, and the presence of a
sustainability o cer at the companyes
top level, among other measures. A
CEOses political statements (or lack
thereof) may also show up in data
gleaned from employee review sites
such as Glassdoor. The phrase «CEO
activismZ connotes proactive behavior
by leaders,but more and more often,
dealing with political realities is just
another facet of a multifaceted job.
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How We Calculated
the Rankings

To compile our list of the worldes best-
performing CEOs, we began with the
companies that at the end of 2017 were

in the S&P Global 1200, an index that
comprises 70% of the worldes stock market
capitalization and includes companies in
North America, Europe, Asia, Latin America,
and Australia. We identi“ed each companyes
CEO but, to ensure that we had a su cient
track record to evaluate, excluded people
who had been in the job for less than two
years. We also excluded executives who
had been convicted of a crime or arrested.
All told, we ended up with 881 CEOs from
870 companies. (Several companies had
co-CEOs.) Those executives ran enterprises
based in 29 countries.

Our research team, headed by Nana von
Bernuth and assisted by the coders Onorina
Buneanu and Clara Frank and the data
programmers Morand Studer and Daniel
Bernardes from Eleven Strategy Consultants,
gathered daily “nancial data for each
company from Datastream and Worldscope,
starting with the CEQOes “rst day on the job
and ending April 30, 2018. (For CEOs who

Harvard Business Review
November...December 2018

40

took o ce before 1995, we calculated returns

change in market capitalization is skewed

using a start date of January 1, 1995, because toward larger companies.

industry-adjusted returns prior to then were
unavailable.)

We then calculated three metrics for each
CEOses tenure: the country-adjusted total
shareholder return (including dividends
reinvested), which o sets any increase in
return thates attributable merely to an
improvement in the local stock market; the
industry-adjusted TSR (including dividends
reinvested), which o sets any increase that
results from rising fortunes in the overall
industry; and change in market capitalization
(adjusted for dividends, share issues, and
share repurchases), measured in in"ation-
adjusted U.S. dollars.

We then ranked each CEO,from 1 (best)
to 881 (worst),for each “nancial metric and
averaged the three rankings to obtain an
overall “nancial rank. Incorporating three
metrics is a balanced and robust approach:
While country-adjusted and industry-
adjusted returns risk being skewed toward
smaller companies (ites easier to get large
returns if you start from a small base), the

To measure performance on non“nancial
issues, HBR consulted with Sustainalytics,
a leading provider of environmental,
social, and governance (ESG) research and
analytics that works primarily with “nancial
institutions and asset managers, and with
CSRHub, which collects, aggregates, and
normalizes ESG data from nine research
“rms and works mainly with companies that
want to improve their ESG performance. We
computed one ESG rank using Sustainalytics
ratings and one using CSRHub ratings for
every company in our data set. To calculate
the “nal ranking, we combined the overall
“nancial ranking (weighted at 80%) and
the two ESG rankings (weighted at 10%
each), omitting CEOs who left o ce before
June 30, 2018.

HBRes list of best-performing CEOs was
conceived by Morten T. Hansen, Herminia
Ibarra, and Urs Peyer. Previous rankings have
been published in HBR in 2010 and annually
since 2013; the rankings prior to 2014 utilized
di erent methodologies.



of the CEOs on this yearss list have appeared times in the past years; have
apgeared times; and have appeared on all of those ligks: rey Bezos, of
@ : ablo Isla, of Inditex;Blake Nordstrom, of Nordstrom;Paolo Rocca, of
& akeHmes Taiclet Jr., of American TowegndRenato Alves Vale, of CCR.

The CE

Pablo Isla Jensen Huang  Bernard Fran ois- Elmar
Arnault Henri Pinault Degenhart

COMPANY YEX?&RT COMPANY YEX?&RT COMPANY YELARRT COMPANY YEXARRT COMPANY YEXARRT

Inditex NVIDIA LVMH Kering Continental

INDUSTRY INSIDER INDUSTRY INSIDER INDUSTRY INSIDER INDUSTRY INSIDER INDUSTRY INSIDER

Retail X Information w  Consumer X  Consumer w  Automobile X
Technology Goods Goods

COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA

Spain X United States X France X  France w  Germany X

FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING

SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING

CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING

Marc Benio Jacques . Johan Thijs Hisashi letsugu Martin Bouygues
Aschenbroich

COMPANY START COMPANY START COMPANY START COMPANY START COMPANY START

Salesforce.com YEAR Valeo YEAR KBC YEAR Sysmex YEAR Bouygues YEAR

INDUSTRY. INSIDER INDUSTRY | INSIDER INDUSTRY . INSIDER INDUSTRY INSIDER INDUSTRY INSIDER

Information w Automobile X Financial Services w Health Care w Industrials w

Technology

COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA

United States X France X Belgium X Japan X France X

FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING

SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING

CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING
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11 12 13 14 15

Wes Bush Shantanu Narayen Bernard Charlts Mark Parker Michael Mussallem
COMPANY START COMPANY START COMPANY START COMPANY START COMPANY | START
Northrop Grumman YEAR  Adobe Systems YEAR Dassault Systtmes YEAR Nike YEAR Edwards Lifesciences YEAR
INDUSTRY INSIDER  INDUSTRY. INSIDER  INDUSTRY., INSIDER  INDUSTRY INSIDER  INDUSTRY INSIDER
Industrials w Information w Information w Consumer Goods w Health Care w
Technology Technology
COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA COUNTRY MBA
United States X United States w France X United States X United States X
FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING
SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING
CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING
Brad Smith Hamid Moghadam Tai-Ming Terry Fabrizio Freda Beno t Potier
Gou
COMPANY START COMPANY START COMPANY START COMPANY START COMPANY START
Intuit YEAR Prologis YEAR Hon Hai Precision YEAR Est@e Lauder YEAR  Air Liquide YEAR
Industry
INDUSTRY. INSIDER  INDUSTRY INSIDER  INDUSTRY., INSIDER  INDUSTRY INSIDER  INDUSTRY INSIDER
Information w Real Estate w Information w Consumer Goods w Materials w
Technology Technology
COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA
United States w United States w Taiwan X United States X France X
FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING
SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING
CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING
Sergio Marchionne Jamie Dimon Paolo Rocca Florentino P@rez Lars Rasmussen
Rodr guez
COMPANY START COMPANY START COMPANY START COMPANY START COMPANY START
Fiat Chrysler YEAR  JPMorgan Chase YEAR Tenaris YEAR  ACS YEAR Coloplast YEAR
INDUSTRY INSIDER  INDUSTRY ) INSIDER  INDUSTRY INSIDER  INDUSTRY INSIDER  INDUSTRY INSIDER
Automobile w Financial Services w Energy w Industrials w Health Care w
COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA  COUNTRY MBA
Italy w United States w Argentina X Spain X Denmark w
FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING FINANCIAL RANKING
SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING SUSTAINALYTICS RANKING
CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING CSRHUB RANKING

will step down January will step down in Decemberdied July
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