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M

ention “philanthropy” in a business conversation and the comments may run like this: “Oh, I do a lot for others: I make good
products, I treat my employees well, I pay my taxes, I obey the
law, I take care of my family, I’m a good friend.” Well, that’s a
good start. But this issue of IESE Business School Insight is an

invitation to go further. Philanthropy is about helping other people who usually
won’t be able to help you in return. It is giving away without getting anything back.
“But my company is going through difficult times,” I hear you say. “I can’t afford to
make big donations.”
But philanthropy is not only a question of money. In the pages of our report, you
will find many other ways of giving: time, advice, inspiration, example.
“But providing for others is the job of the State.”
To which I would say no. We are not loose atoms; we live in a society, where my life
and well-being depend on the lives and well-being of others. The pandemic should
have made that starkly clear. As such, helping others is all of our responsibility.
If you see an older person trip and fall in the street, chances are you would rush
over to help. Likewise, why wouldn’t you actively seek to help others in society
who have sometimes even more serious or urgent needs? The philanthropy we talk
about here is an organized way of providing that help.
Sometimes we call it charity, although it sounds old-fashioned: giving away old
clothes or tossing a few coins to a beggar on the corner. But charity or rather philanthropy, more than anything, is love: not a feeling reserved just for those who are close
to us or like us, but a pure desire to do good to others and seek the best for everyone.
This magazine is full of ideas on how companies can help those who are neither
their direct customers nor their employees. It shares some tips and best practices
for how to carry out these actions effectively. And yes, it may bring some strategic
benefits to your company in the form of tax breaks, positive PR, greater loyalty and
commitment from your employees and customers. But, above all, you engage in
philanthropy for how it will make you a better person and a better leader. Because
leading is ultimately about giving: the giving of yourself.

Focused
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to the current
context, without
sacrificing
IESE’s quality
or rigor.

And you, what are your training needs? How much time do you have and
where are you based?
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urgent. Here’s how business leaders
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T

he coronavirus pandemic may have

English) which have borne the brunt of the lock-

locked us down but it unlocked

downs. In Spain, as in many other countries, small

something else: philanthropy. De-

businesses – from the local butcher and greengro-

rived from the Greek words phil

cer to gyms and mom-and-pop stores – generate

(love) and anthrÕpos (mankind),

50% of total employment, and the country’s eco-

philanthropy literally means “love of humanity,”

nomic recovery depends on their survival. At www.

and the pandemic has inspired an outpouring of

sos4pymes.com small businesses can register

that, from big and small donors alike, all wanting

their need and get professional advice from more

to play their part in the wider humanitarian effort.

than 100 collaborators: lawyers, financiers, engineers, managers of multinationals and IBEX 35

For example, several businesspeople from IESE’s

companies, experts in operations, online market-

Executive MBA Class of 2014 got together and set

ing and trade. The goal, according to the founders,

up a pro bono consultancy called SOS4pymes,

is to “help those who help our societies flourish,”

which, as its name suggests, provides lifesav-

based on three non-negotiables: (1) that the help is

ing help for small businesses (pymes or SMEs in

personalized; (2) that it is effective, making a real,

Executive MBA classmates Iñaki González, Cristina Aparicio, Jorge Fernández, Iván Arévalo, Antonio Pérez and
Vicente Llorens banded together to help struggling businesses – for free.

10 | IESE Business School Insight | no. 158

tangible, demonstrable impact; and
(3) that it is totally selfless and free, so
no one is trying to make money out of it.
This latter point is key. It’s reminiscent of Didier
Pittet and William Griffiths, the inventors of the
hand sanitizer we use daily, who decided to give
the formula away as a pure act of philanthropy.
“We have not worked for companies or for money,” they said. “We have done something tremendous for humanity.”
Many such selfless acts by members of the IESE
alumni community were collected and shared
here:

www.iese.edu/community-covid19.

Juan

Carlos Garavito (GEMBA ’20), CEO of the intellectual property firm Clarke Modet, offered his professional services to organizations who could use
smart tech to mitigate the effects of COVID-19,
and he raised money for food banks. Other Executive MBA alumni, like Jaime Barreiro, Julia
Zhou and Ge Wang, purchased masks and other

More
companies
and charities
are working
hand in hand
to help solve
the world’s
problems

personal protective equipment (PPE) for healthcare workers and donated them to hospitals everywhere from Spain to Italy. “Love knows no
borders,” said Wang (www.iese.edu/stories/united-in-action). Arancha Caballero (PDG ’18) dis-

A brief history

Individuals or organizations face the same fun-

tributed tablets to hospital patients so they could

damental question: What to do with their wealth?

safely communicate with distanced loved ones.

In his book Why Philanthropy Matters, Zoltan Acs

And the list goes on.

suggests three basic answers: keep it, tax it or give
it away.

Motivated individuals can make a difference. And
you don’t need the bank account of Bill Gates to

In collectivist societies with strong welfare states

do it – though that helps, too. More and more

(like in Europe), the answer is usually to tax it, as it

companies and startups are working hand in hand

is generally regarded as the government’s job to ad-

with charities and NGOs to bring their resourc-

dress social needs and promote the common good.

es and expertise to bear on helping to solve the

In individualist societies with less government in-

world’s social problems.

tervention (like in the United States), people prefer
that the money stays in their own pockets and they

To make our giving more meaningful, let’s take

can give some away if they so choose; tax breaks

a step back to look at the nature of philanthropy

may be used to incentivize giving (see sidebar). This

and the many different forms it can take.

encourages different philanthropic cultures.

no. 158 | IESE Business School Insight | 11
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In the United States, this gave rise to the modern

sponsibility. This involves companies donating to

figure of the business philanthropist, epitomized

charities or supporting causes favored by employees

by John D. Rockefeller, the 19th century oil tycoon

or customers in order to be seen as good citizens.

who used his vast fortune to fund all kinds of public goods that would normally be served by gov-

Some dismiss this as PR. They stick with Milton

ernments: education, medicine, scientific research

Friedman’s argument that the only social respon-

and the like. Subsequent generations have contin-

sibility of business is to increase its profits. Philan-

ued that legacy, with his grandson, the late David

thropy, if pursued by a company at all, exists at

Rockefeller, becoming one of the first signatories

the peak of a Maslow-like “pyramid of responsi-

of the Giving Pledge – the campaign launched

bilities,” to be pursued only after basic economic

by Bill and Melinda Gates and Warren Buffett in

needs are met.

2010 to get the world’s ultra-rich to give away their
wealth to philanthropic causes. For their part, the

Harvard’s Michael E. Porter says corporate philan-

Gates joined with the World Health Organization,

thropy can work if it is shifted “into strategic giv-

UNICEF and the World Bank to set up Gavi, the

ing: philanthropy focused on enhancing compet-

Vaccine Alliance, to make sure that no child got left

itive context.” For Porter, corporate philanthropy

behind with immunizations.

is most beneficial when there is a convergence
of social and business interests. He ties it back to

This is an example of how philanthropy plays

his Four Elements of Competitive Context, treat-

out particularly in the United States, where it is

ing philanthropy as “investments” or resources to

seen as “an essential ingredient of American cap-

leverage in order to improve the company’s com-

italism... woven into the entrepreneurial spirit of

petitive context. So, on that basis, contributing to

America,” writes Acs. Through philanthropy, the

a university or a job training program could be jus-

wealth created by the capitalist system is then re-

tified because it develops a local base of talent that

invested in projects that generate positive exter-

the company needs.

nalities for society.
In recent decades, we have also witnessed the
But this is only one part of the philanthropy story.

growth of venture philanthropy, impact invest-

Throughout the latter half of the 20th century, an-

ing and various other related forms of socially

other phenomenon emerged: corporate social re-

responsible financing, where investors channel

The spectrum of choices
Social benefit
Traditional philanthropy

Strategic philanthropy/
CSR initiatives
Creation of social value

12 | IESE Business School Insight | no. 158

Venture philanthropy/
Impact investing

The role of taxes
“In some countries, like the U.S. and Spain,
taxpayers can claim a deduction for charitable
giving on their tax returns and get a rebate on
their donations. In other countries, like the U.K.,
it’s the charities themselves that can claim the
rebate from your donation. Research on these two
different systems shows that people tend to give
more under the second system where the charity
receives the tax benefit.
However, although the personal income tax
deduction may not be people’s main motivator for
giving, other research shows that if that deduction
were reduced, eliminated or capped, people’s
giving intentions would go down. There’s even
research indicating that taxing wealthier people
at higher rates would incentivize more charitable
giving, because they could then claim bigger
personal deductions. In one U.S. study, 74% of high
net worth philanthropic givers opposed imposing
caps on charitable deductions.

In another study, participants were given the
option of giving part of their earnings to a charity of
their choice, or giving it to a third party who would
keep some it before disbursing the remainder
to charity (to replicate the role of paying tax to
the government). Few liked the second option –
though if it were made clear that the third party
(aka the government) were using the money
responsibly, participants were more relaxed. An
experiment involving MRI scans even showed the
same reward centers in the brain were stimulated
whether people were allowed to give $100 to a
local food bank or the same money was taken
from them and given to the same cause. The key is
in seeing your tax dollars being put to good use.

source:

“The surprising relationship between taxes
and charitable giving” by Andrew Blackman
in The Wall Street Journal.

source:

Financial return
Socially responsible
investment

Traditional investment

Based on La apuesta del impact investing.
Invertir contribuyendo a la mejora de la sociedad
(Betting on impact investing: investing to contribute
to the betterment of society). A special report
(ST-380) of the IESE Center for Business in Society
and DiverInvest.

Creation of economic value

no. 158 | IESE Business School Insight | 13
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their money toward social enterprises to generate
some net positive impact for society. Like Porter’s
strategically minded view, this type of philanthropy prioritizes measurable, sustainable impacts according to clearly defined objectives for social and
financial returns. While inviting in the private sector does expand the capacity of the public sector
to tackle social problems that it can’t solve on its
own, it does take philanthropy a bit further away
from its roots.

Not everything is money

Each of these expressions of philanthropy has
their pros. However, it must be stressed that true
philanthropy does not always have an economic logic. “The danger of framing philanthropy in
economic terms is that you may lose sight of the
selfless character of philanthropy – that is, giving
something without expecting to get anything in return,” says IESE professor Joan Fontrodona, holder
of the CaixaBank Chair of Sustainability and Social
Impact. Certainly, using resources intelligently and
efficiently to maximize their impact is desirable,
but “we cannot ignore people and groups in society
who do not represent any opportunity for shared
value creation.”
IESE’s Antonio Argandoña agrees: “One of the core
features of philanthropy is its universality – that all
people be treated equally. Introducing a criterion
of instrumental rationality into philanthropy may
lead us to direct funds exclusively to those who
yield the best results.”
This is not to say your philanthropic efforts should
be haphazard. In looking at the spectrum of
choices, it’s not either/or but both/and. Judge the
philanthropic cause on its merits first, before doing any cost/benefit analysis. As Argandoña puts
it, keep your eyes foremost on “compassion for
the one who suffers” as you seek the most effective way to help.

14 | IESE Business School Insight | no. 158

keys
for
sustainable
philanthropy
by companies
At a time when the world is striving
to find solutions to global problems
that are too complex to be tackled
individually, business and charity
working in partnership may hold the key.
Indeed, private organizations joining
forces with others from civil society,
even those quite different from each
other but with a shared vision to put
people at the center, is the basis of U.N.
Sustainable Development Goal 17. Here
are five takeaways from the ”La Caixa”
experience to guide your company’s own
philanthropic endeavors.
source:

“Gavi-’La Caixa’: A successful alliance to promote childhood vaccinations” by Diego Arias Padilla and Joan Fontrodona
(2020). http://sm.iese.edu/buh3b

3

Treat donations
on the same level
as products
Make it clear that the organization
considers donations as important as
any commercial product the company
offers. When collaborators and customers know that their donations are
as important as sales for the organization, commitment is boosted and links
between stakeholders are reinforced.

2

Report results
in detail
Reporting donations in detail and internally auditing the program not only
ensures that the money collected is
being used efficiently, it also provides
transparency and builds trust, which
strengthens relationships with donors.

1

Set a focused,
concrete target

4

Use non-monetary
incentives
Offer experiences to employees, such
as visiting the project or volunteering,
if allowed. Recognize employees who
stand out, such as those who collect
the most donations. This creates more
identification with the cause. And a
committed employee can become a
champion within the company.

5

Set an example
and communicate
effectively
Be the first to step up and then ask
others to join you. Strategically communicate the work you are doing, but
keep the spotlight on the cause, not on
yourself. Reputational benefits come
from others seeing the good work you
are doing and then judging it as so for
themselves, not from you bragging
about it. Let the work speak for itself.

Concrete targets are easier to
quantify, and visible results generate
a sense of belonging and identification with the cause.
no. 158 | IESE Business School Insight | 15
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Photo courtesy of ”La Caixa” Foundation

”La Caixa” Foundation
raises funds through
employees, customers and
allied companies to support
Gavi programs to vaccinate
children in Africa.

Banking on saving lives

Gavi is included in CaixaBank’s portfolio of prod-

To firewall the commercial from the charitable

ucts, giving all employees and banking clients

side, some companies maintain a separate char-

– businesses and individuals alike – the chance

itable foundation. This gives the company more

to donate to the cause. ”La Caixa” Foundation

freedom to act in the social realm, engaging in val-

matches the donations that CaixaBank receives by

id and important work through its foundation that

up to 2 million euros, with the Gates Foundation

it couldn’t so easily justify through its day-to-day

agreeing to match that new amount again, mean-

running of the business. In some cases, the foun-

ing that every euro donated via CaixaBank ends

dation enhances the business activity, creating new

up being worth four times as much.

synergies.
CaixaBank keeps the focus on the cause, which
In Spain, ”La Caixa” Foundation – part of Criteria-

for the past six years has been on vaccinating

Caixa, the investment holding company that man-

children in Mozambique. When banking man-

ages the group assets, including CaixaBank – began

agers meet with their clients, they assess which

collaborating with Gavi in 2008 because, as its di-

ones seem to have the necessary empathy and

rector of International Programs, Ariadna Bardolet

sensitivity before mentioning the initiative to

(PDD ’17), explains, “All efforts are needed to con-

them, to make sure they have genuinely commit-

tinue supporting vaccination programs, especially

ted partners. Involving those who strongly iden-

in the poorest countries.”

tify with the cause is one of the keys for lasting

16 | IESE Business School Insight | no. 158

success. (See 5 keys for sustainable philanthropy
by companies.)
For Bardolet, a banking group lending support to
what she describes as “an initiative to save lives”
makes sense. “The private sector holds great potential as well as great responsibility in the fight against
inequality. A social commitment and business success are increasingly viewed as mutually reinforcing.”

Trends
“Decolonizing”
wealth
Handing over more control, so recipients become partners and have more
of a say over how funds are used.

This is the idea behind Gavi’s creation of COVAX,
to get private sector philanthropy to join with governments, global health organizations and others in civil society, to ensure equitable access to
COVID-19 vaccines for people around the world,
especially in less wealthy countries.
To this end, another banking group, Citi, created a
$500m vaccine bond for the International Finance
Facility for Immunization Company (IFFIm), with
proceeds going to Gavi. This social bond continues to be oversubscribed, with IFFIm attributing
the strong demand to the clarity and focus of the

Horizontal
philanthropy
Rather than the top-down model of
international development assistance,
communities are mobilizing their own
resources and engaging with each
other to address shared challenges
arising from members of their own
community, more in keeping with the
tradition of mutual self-help, as is
found in Africa.

cause – another key for success.
“We are proud to have been selected to advise and
assist Gavi in finding risk mitigation and execution strategies in connection with the COVAX Facility, including supporting the building of strategies to operationalize and maintain the Facility,”
says Paco Ybarra (MBA ’87), CEO of Institutional
Clients Group at Citi. “This is part of Citi’s ongoing commitment to combat this pandemic
and a clear demonstration of who we are
as a firm.”

Multiple benefits

Celebrity-led
activism
Athletes and artists from around the
world are funding causes that are increasingly political in nature. For example, the Korean “K-pop” boy band BTS
mobilized its global fanbase to match
its own pledge to fund social activism
in support of the Black Lives Matter
movement. This youth-led philanthropy is designed to amplify community
voices and change public policies.

Apart from the good that philanthropy
brings for the beneficiaries of companies’ or individuals’ giving, it also brings
benefits for the giver. These may be tan-

source:

Trends in Philanthropy for 2021 by
the Johnson Center for Philanthropy.

gible: financial returns, in the case of
those who opt for venture philanthropy;

no. 158 | IESE Business School Insight | 17
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There needs to be an enthused,
committed employee who acts
as the project ambassador to
keep the momentum going
or competitive advantage, for those who make stra-

keep the family legacy alive, generation after gener-

tegic choices regarding which philanthropic proj-

ation. What more could you want?”

ects they will support. But there are also intangible
benefits. And perhaps nothing demonstrates this

This applies to non-family firms, too. Research indi-

more than when family businesses take up philan-

cates that one of the best ways of sustaining philan-

thropy, often through family-run foundations.

thropy over time is if the participating employees’
volunteering becomes an integral part of who they

IESE’s Josep Tapies, who has done extensive re-

are and how they identify themselves. As corpo-

search on family firms and what makes them tick,

rate volunteering programs are growing (one study

finds that philanthropy serves to express what the

found the percentage of top multinationals offer-

family, and by extension the business, really stands

ing them nearly doubled between 2010 and 2017), it

for. It serves to bind everyone together, based on

is good to know which factors foster engagement,

shared values, helping to ensure the survival of the

so that corporate philanthropy doesn’t end up as a

business over time. Younger generations, in par-

short-lived, one-off gesture.

ticular, are often driven less by profit motives than
they are by giving back and making a difference.

As mentioned earlier, there needs to be an en-

Giving them the opportunity to do something that

thused, committed employee who acts as the

will make them feel proud that they are working not

project ambassador, encouraging others to join and

just for the well-being and prosperity of their own

keeping the momentum going.

family but also for the well-being and prosperity of
the community in which they operate is a powerful,

Consistency with an organization’s values and cul-

unifying force. It strengthens everyone’s long-term

ture is also key. “The systems for managing people,

commitment – something that interests any busi-

from compensation policies to job designs, as well

ness concerned about its sustainability, and even

as the work environment and culture must work to-

more so a multigenerational family firm.

gether harmoniously,” IESE’s Jose Ramon Pin noted
in the report CSR: consistency is credibility. “Under-

Tapies writes: “Although there may be no direct

paying employees, or a huge gap between the high-

economic return, those who engage in philanthropy

est-paid and lowest-paid workers, or not complying

gain numerous benefits: cohesion, unity, commit-

with basic health-and-safety standards: these sorts

ment, well-being, harmony. Most important, phil-

of things make it inconsistent to talk about solidarity

anthropic activities allow family business owners to

with third parties while not practicing it within the

18 | IESE Business School Insight | no. 158

workplace. Everything needs to be coherent with

that people remain very generous and contin-

the organization’s overall governance and design.”

ue to support their neighbors, communities and
charitable causes when they face crises and hard

This echoes well-known research by Wharton’s

times,” said a spokesman for the AFP’s Fundrais-

Adam Grant. Deficits in what he calls “value

ing Effectiveness Project. “The exciting part is the

concordance” may lead employees to look for

increase in small gifts” from unexpected donors

fulfillment elsewhere if they derive no mean-

– that is, average people suffering from the pan-

ing, recognition or support from their day jobs.

demic themselves.

Anne-Claire Pache, Chaired Professor in Philanthropy at ESSEC, takes it further. She finds that,

This is even more extraordinary when you con-

when it comes to keeping corporate volunteers

sider that the largest living adult generation who

engaged, also letting employees choose what

comprise most of today’s workforce (millennials)

cause(s) they want to support may count for even

own just 4.6% of the total wealth, while 70% of all

more than managerial recognition and support.

wealth is concentrated in the pockets of those in

In fact, this self-determination piece may be a

their late 50s and older, and who are approach-

mediating factor in “driving employees’ lasting

ing or who are already in retirement (the so-called

commitment, thereby unleashing the potential

boomers and silent generation). (Although these

positive impact on employees, companies and

stats are from the U.S., the same is broadly true in

beneficiaries alike.”

other Western nations.) Those who have less seem

Every little helps

to be giving more.

Putting more “giving power” into the hands of the

Here is where platform-, social media- and SMS-

individual has never been easier, thanks

based methods of direct giving come into their

to technology, which has democratized

own. It’s “the long tail” of giving, where micro do-

giving so it is not just giant corpo-

nations can be aggregated to make as big an im-

rations and the ultra-rich who
can afford to be philanthropic.

pact as the one-time mega gift of the
traditional wealthy donor.

Throughout 2020, individual

GiveDirectly, a charity that

household giving to charity and

makes direct cash transfers

volunteering were up, especially

to needy individuals in the

for food banks and healthcare-related causes, according to the Association of Fundraising Professionals
(AFP), which administers the largest
database on charitable donations in
North America. “What we’re seeing is

U.S. and Africa, was quoted as saying: “You’re seeing
people giving out cash themselves on Twitter. I haven’t seen a
period like this where so many people from so many different types of
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Rutger Bregman

spoke on “The Cost of Inequality”
at Davos 2019.

The dilemma of billionaire
philanthropy
“For the one who has been given much,
much will be required.” According to
this saying, we should expect more
philanthropy from wealthier individuals.
Yet relying on philanthropy from the
top 1% of society would seem to
underscore the very social inequality
that such philanthropy is supposedly
aiming to solve.

needs, not directed at one person’s
special interest.
Disney heir Abigail Disney, herself a
philanthropist, is the first to call out
the unfairness. “Philanthropy is often
offered as the answer to the problem
of inequality,” she testified before a U.S.
congressional committee on the subject
in 2019. “While wonderful, philanthropy
is not the answer ... Philanthropy offers
a man a fish, even teaches a man to fish,
but persistently fails to ask why the lake
is running out of water.”

The Dutch historian Rutger Bregman
famously shook up Davos in 2019
when he said: “Just stop talking about
philanthropy and start talking about
taxes!” In other words, is it right for
She believed the economic structures
billionaires to exploit tax loopholes and
tax havens, depriving governments of – “the very structures, in fact, that make
philanthropy possible” – were deeply
the funds they need to provide for all
unfair and needed to be reformed. “It
their citizens? Some critics argue that
is time to bring a moral and ethical
all the money spent on philanthropy
amounts to less than if those billionaires framework back to the way we discuss
business … for business leaders to
had just paid more taxes to begin with.
recognize that they have altered the
Plus, the money would have been
nature of this communal project.”
spread around to address wider social
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The growing backlash against rich elites
demands a deep reflection on what
kind of philanthropy is legitimate today.
A Recode article laid out the challenge
this way: We may not like “the powerful
exerting their power … but is that more
concerning than the people who might
die if (billionaire philanthropists) didn’t
make mega donations?” Yet even if the
philanthropic gifts are welcome, “we
still have to continue to ask questions
about how we grew so dependent on
them in the first place.”

Abigail Disney

seen here in a video address at a U.S.
House Committee in 2019.

philanthropy have started with cash transfers as a
primary tool in their toolbox.”

Even after
the pandemic
fades,
philanthropy
is here to stay

The Spanish foundation Migranodearena (which
translates as “My grain of sand”) perfectly expresses this new reality. It’s a crowdfunding platform

saw when manufacturers switched their normal

(www.migranodearena.org) that enables individu-

production to make face masks, hand sanitizer

als, as well as companies, to start their own crowd-

or ventilators, for no personal gain). “Having done

funding campaign for a social project, either their

such things, I believe companies and individuals

own or someone else’s. Over 4,000 NGOs raise

will have gotten a taste for it and want to do more.

funds for their projects through the platform. In

And hopefully we can expect to see greater institu-

2020 the platform raised a record 4 million euros,

tional support in favor of such initiatives.”

of which half went to causes related to COVID-19.
Santiago Ruiz de Velasco, one of the collaborators
As creator of Migranodearena and founder and

with SOS4pymes, sums it up this way: “Society is

CEO of DiverInvest – an independent financial ad-

facing an unprecedented situation where every-

viser for clients who may want to engage in impact

thing is new, everything is uncertain, and there is

investing or venture philanthropy – David Levy

no script. It is in these moments that we are put to

has seen all sides of giving. From his point of view,

the test. The health services have been proving for

the philanthropic spirit unleashed by the crisis is

months that they are up to the task. Now it is our

not a temporary blip. “This catastrophe, which af-

turn, that we, from positions of certain privilege

fects everyone equally, has allowed us to witness

and comfort, can help those who have helped us

the creation of a new situation in which solidarity

to be who and where we are today. We cannot fail

is multiplied.” He is optimistic that, even after the

them. Our help is not charity, it is simply justice.”

pandemic fades, philanthropy is here to stay.
IESE’s Fontrodona agrees: “A sense of solidarity
has been awakened. We are in an extraordinary situation that has generated extraordinary behaviors.
Companies have pulled out all the stops to alleviate the effects of the crisis, even temporarily setting aside their own businesses to help out” (as we

read more:

Filantropía y RSC (Philanthropy and CSR).
A special report (ST-487) of the CaixaBank Chair
of Sustainability and Social Impact (formerly the
CaixaBank Chair of Corporate Social Responsibility).
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Josep Carreras

Philanthropy: Giving back by giving away

pictured in the Palau de la Musica concert hall
in Barcelona. After a musical career spanning
50 years, his philanthropy through his leukemia
foundation remains his other life work.

Photos courtesy of the Josep Carreras Leukemia Foundation

Listen to
that inner
voice

J

osep Carreras, the renowned tenor,

Following his recovery, he held a benefit concert

is the perfect example of “giving

at an appropriate location – the Arch of Triumph

back.” In 1987, at the age of 40, he

– in his home city of Barcelona. But it was his

was in Paris recording a movie ver-

comeback concert staged with fellow tenors Lu-

sion of Puccini’s La Boheme, one of

ciano Pavarotti and Placido Domingo at the 1990

the productions for which he was famous. Feeling

FIFA World Cup Final in Rome that launched

ill, he went for a checkup and was diagnosed with

the global sensation known as the Three Tenors,

leukemia. He spent the next year in hospitals and

leading to a long-running series of benefit con-

considers himself lucky to have survived. A year

certs around the world. In addition, Carreras has

later, he established the Josep Carreras Leukemia

given hundreds of charity concerts and recitals

Foundation, whose ambitious mission is “to make

specifically to raise funds for his foundation and

leukemia a 100% curable disease for everyone and

its affiliates in the United States, Switzerland and

in every case.”

Germany.

“When I got sick, so many people turned to help me,

Here, he explains the importance of philanthropy

and I wanted, somehow, to return all these signs of

and why the values that underpin it – rigor, pro-

affection, both to society and to the scientific com-

fessionalism, transparency and a warm, humane

munity,” he said in a 2013 interview. “The idea of this

attitude – are even more important when your

project came about by sheer gratitude to society.”

own name is attached to it.
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credit, and sincerely conveying that you appreciate their dedication and commitment.
Has the shared experience of the pandemic
made people more empathetic and predisposed
toward philanthropy?
I can only speak for our foundation and partners,
but we have been impressed by the faithfulness
we have seen throughout the pandemic. For example, we launched a special appeal to investigate aspects of oncohematology in relation to
COVID-19, and the response was very generous:
We raised more than 600,000 euros in just a few
weeks. Our foundation counts on the support of
over 100,000 members, and in 2020, despite the
pandemic and the poor economic prospects for
many families, we lost hardly any supporters. I am
extremely grateful for that.
Moreover, seeing the scientific community coming together and producing effective vaccines in
such a short period of time is exciting and shows
that people can move quickly if the will is there
and they are given the necessary resources.
How do you keep people engaged?
Through constant awareness-raising – generating
In getting people involved in philanthropy, what is the role

and disseminating good information that motivates, excites

of empathy?

and sensitizes people about the disease, the patients and

Everything starts from there. For me, the personal experience

their experience, and also about the enthusiasm, genius and

of having leukemia was what made me want to help others in

dedication of the health professionals and researchers who

the same situation. If you are able to relate to those who are

are working to find a cure.

suffering from a serious illness or going through hard times,
it strengthens your own resolve to fight and makes your own

It’s vital to keep doing this, day after day, year after year, so

involvement genuine. Empathy is essential to build the most

the philanthropy is sustainable and not just a one-off activity

important thing in a leader: credibility.

when there is a crisis. At any rate, in our field, the emergency
is permanent. We still lose too many children and adults to

Only then are you able to form a good team who can trans-

leukemia. Advances have been made but there is still a long

mit that same empathy to society, by enlisting the help of

way to go.

the scientific community and other patients in well-managed awareness-raising activities. It is crucial that you devote

How do you involve companies in philanthropy?

time and attention to your collaborators in the cause, mak-

We try to get companies and their employees to be linked to

ing them feel that their contribution is valuable, giving them

projects in the most direct way possible, so they know the
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objectives of our research and the people who develop it. We

to scientific research. Accepting that there may be a place for pri-

want people to get involved more personally, not just make

vate-sector philanthropy is a sign of a mature society.

a blind donation.
What about the place of celebrity philanthropy? Does being
Crowdfunding platforms such as Migranodearena.org enable

famous help or distract from the cause?

companies as well as individuals to set up their own solidarity

Fame often comes before a well-known person is fully com-

projects. Many of these are very personal initiatives, raising funds

mitted to a cause. There will be those who practice philanthro-

for our foundation in memory of a loved one or in solidarity with

py to artificially prop up their fame, but I am convinced that

a patient or leukemia survivor. Through this one platform alone,

is the exception. Most famous people who stand in solidarity

we have collected around 330,000 euros via 7,900 donations,

with a cause do so from the heart. They don’t need the addi-

which averages out to 42 euros each. This shows how modest

tional fame that might come through philanthropy.

donations from motivated individuals doing a sponsored run
or bike ride can add up to make a big impact. The personal

For me, fame is something that has been conferred on me by

engagement is key.

society. And having been shown appreciation by society and
enjoyed a certain degree of prosperity, then I see it as a great

Does involving companies add complications for

opportunity to use my position to return my appreciation

non-profits?

through philanthropy for how much I have received. People to

We must be careful, as the regulatory and social demands for

whom society has given much have an even greater obligation

accountability are growing. But that is a positive thing: It en-

to give back what has been so generously bestowed on them.

courages us to be more rigorous, more transparent in sharing
the objectives and methods used to achieve them, and more

What advice would you give to others to use their position

focused on delivering results.

of privilege constructively?
First, don’t trust the flatterers. Surround yourself with a

You could say that engaging in philanthropy adds more com-

good team. And, above all, listen to that inner voice, dedicat-

plications for companies than it does for us. Increasingly,

ing yourself to what you believe will help others live better,

companies have to complement their financial statements

breathe easier, and spread more peace in the world.

with reports on their results in terms of reputation, environmental impact, contribution to the community and the
development of their employees. NGOs have always had to
manage those many variables in addition to the economic
one, especially with regard to reputation.
Is this a new development for some companies?
Without a doubt. Companies no longer only contribute to society by creating wealth and employment; they are expected
to be exemplary in all dimensions, from the way they treat
their people to the environment. Consumers want to deal
with good organizations that behave with rigor and transparency. In this regard, philanthropy can add legitimacy to a

“People to whom
society has given
much have an even
greater obligation
to give back”

company’s activities.
The other side of this is that there is a recognition that the State
alone cannot meet all social needs nor contribute all that it should
no. 158 | IESE Business School Insight | 25
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Catalina Parra Baño

Founder of the foundation Hazloposible, chair of the
impact investor Chandra3X, and board member of
the Centre for European Volunteering.

26 | IESE Business School Insight | no. 158

I want to
change
the world

F

or Catalina Parra, charity begins at home. Growing up, the door was always open, and her parents inculcated in her a strong sense of helping
others in need. She started volunteering in her
teens, helping out at an orphanage in Morocco

when she was 16. After earning an engineering degree from
Comillas Pontifical University in 1993, followed by an MBA at
IESE in 1996, she started her career as a consultant, rising to
partner, until a trip to India in 2001 changed her path. “When
you work in consulting, you live in a kind of gilded cage: They
pay you very well, the work is interesting, you travel. But four
months in India made me reflect on what was really important. What would I want people to say at my funeral: that I
was a fantastic consultant or that I was a person who tried
to change the world?” She chose the latter, as she explains in
this interview.
How did Hazloposible (which means “Make it possible”)
get started?
It started from a common experience: An NGO would need
donations or volunteers but not know where to find them.
Or a company might want to participate in some charitable
work, or volunteers might be looking for opportunities to
collaborate according to their interests and availability, but

credit :

Manu Sevillano

not know where to find them. And so people would just ask
around informally, “Hey, do you know anyone who does this
or where I can find that?”
I said to myself, “Why don’t we bring these two sides together? Let’s be the bridge, the catalyst.” We saw the capacity to
generate value if we could get citizens to collaborate with
no. 158 | IESE Business School Insight | 27
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NGOs, and NGOs to collaborate with companies, and close
that circle. It’s better for everyone, and no time is wasted.
When we started over 20 years ago, we held physical meetings. We would literally get the interested parties together
in a room – three companies and three NGOs, for example
– and we would seat them at different tables arranged by
theme – pollution, youth, unemployment, abused women –
and then they would work out their collaboration from there.
How has technology helped?
Technology has opened possibilities for collaboration as well
as for training. When we started, we wanted to take advantage of the internet for collaboration and networking, because
connecting volunteers is so important. We could see technology bringing enormous value to the for-profit sector, and we

“The citizen
movement we’ve
seen during this
pandemic has been
incredible. People
and companies
have mobilized
resources to help”

thought, why not for the non-profit sector, too? I launched my

asked us to help them develop a strategic plan for a social

first crowdfunding portal about 15 years ago, when such things

action project that might see them partner with others from

were still little known. This was before Facebook, and we didn’t

very different sectors – a bank, a utility and a retailer, for ex-

know how to make it grow. Now, with Hazloposible, we are an

ample. I’m very curious to see if those types of collaborations

online hub for the voluntary sector, working with companies

continue after the pandemic passes.

to boost their corporate volunteering and offering them platforms to manage and communicate this volunteering. Digitali-

What’s wrong with how some companies approach

zation has obviously revolutionized our activity. Technology is

philanthropy?

in our DNA, although sometimes we are ahead of our time and

For me, a lot of what companies do isn’t philanthropy. A busi-

launch products for which the market isn’t ready yet.

nessman deciding to donate to a personal cause, which may
or may not have anything to do with the company, is not the

How has COVID-19 affected the voluntary sector?

same for me. Nor is giving blindly to a cause without taking into

Volunteering has changed. Obviously there has been a de-

account any ethical considerations. And then there’s corporate

crease in face-to-face volunteer work and an increase in vir-

social responsibility (CSR), when a business – whether selling

tual encounters. Some volunteering, like food distribution,

toothpaste, building roads or being a bank – says it is now going

still has to be done in person. But training volunteers or con-

to do things ethically. In an ideal world, the word CSR would not

sulting can be done digitally. And I think that will stay even if

even exist, because companies behaving in an ethical way that

physical volunteering comes back after the pandemic.

contributes to society should be how it works normally.

The citizen movement we’ve seen during this pandemic has

How should companies practice philanthropy?

been incredible. People and companies have initiated proj-

They should try to leverage their natural capabilities and

ects and mobilized resources to help, often informally, but

strategic advantages. For example, it makes more sense for a

these informal movements can end up establishing them-

company that makes software to offer training in program-

selves as formal organizations or associations after the crisis,

ming for a disadvantaged population than trying to build so-

supporting the work of NGOs.

cial housing, which a construction company could do better.
Whether contributing money or providing knowledge or vol-

We’ve also seen companies more willing to collaborate with

unteers, if the philanthropy is linked to and clearly integrated

other companies on certain projects. So, companies have

with the strategy, then the social impact will be greater.
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You call for intelligent philanthropy. What is that?

one end and spanning all the way over to results-based invest-

It’s the opposite of giving money with your eyes closed. It

ing at the other, with a multitude of things in between.

used to be: “I give money to an NGO” and nothing more – a
blind donation. That evolved into: “Not only do I give money,

What’s the value of corporate volunteering?

but I also want to see a report of the results.” Increasingly,

It has several really positive impacts. First, it’s good for employ-

it’s that, plus: “I provide added value (training, advice, knowl-

ees. It can make them happier and more motivated, increasing

edge, support, structures, plans) so that the money I give is

their sense of pride in and belonging to the company. More-

used in the most efficient way possible, with measurable im-

over, if companies let the employees choose the initiatives, it

pacts and a continuous improvement process to make sure

reinforces what many companies are trying to encourage as

the social impact is sustainable.”

part of internal improvement processes: that it’s not just the
management who have all the best ideas, but the knowledge

To some extent, intelligent philanthropy merges with social

and involvement of each and every employee are important.

entrepreneurship, socially responsible investing and the emergence of ethical indices and new financial instruments such as

Of course, volunteering changes the lives of the beneficiaries

social impact bonds. I depict it like a fan, with blind giving at

– kids at risk of exclusion, or a disabled person if the company decides to offer training or mentoring for groups excluded
from the workplace. But it also changes the life of the employee who volunteers. Yes, you are going to help someone else,
but make no mistake, the first person to be impacted is you.
Should it be allowed during work hours?
I think it depends on the values of each company. Some
companies allow employees to dedicate a percentage of their
workday to innovation projects, so why not to philanthropy?
It’s another valid source of knowledge, inspiration and motivation. And when people work together for a common good
outside of themselves, ties are strengthened and values are
transmitted, which is beneficial for everyone in the company,
especially for family businesses.
What is the latest initiative you have launched with IESE?
I believe that many in the IESE community would like to do
something for others and give back to society. IESE is characterized by professionals with an ethical vision. Building
on the idea of Hazloposible, we have created a platform to
match the knowledge and experience of IESE alumni with
NGOs that may need, say, a marketing plan or a financial review. This means NGOs won’t have to spend what little money they have on marketing, communication and consultancy
services. By putting NGOs and IESE alumni in touch with
each other to exchange their expertise in such areas, NGOs
are then able to make more efficient use of their limited resources, maximize the value of donations and make an even
bigger social impact. And that’s intelligent philanthropy.

credit :
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Justice
and charity
at work

Achieving social cohesion requires
two basic attitudes that are
intertwined and mutually reinforcing:
justice and charity.
30 | IESE Business School Insight | no. 158

Roger Rovira
credit :

J

ustice can be defined as “each one getting
their due,” not only in economic terms, but
in all aspects of human relationships. This
principle of “rendering to each their due” is
essential for harmonious social relations, both among
individuals and among the groups to which those
individuals belong.
But human relationships are more complex. And as we will know from experience,
fulfillment in life comes not simply from doing what we are supposed to do because people are owed, but from going the extra mile. Therefore, social cohesiveness will see justice reinforced with charity.
Charity, in turn, must be expressed from a standpoint of justice. Because, although
being charitable can help you cope with the consequences of unfair situations, it
must not stop you from confronting the unfairness itself.
Justice without charity can lead to cruelty, while charity without justice can be
used as an excuse to ease one’s conscience. As such, there can be no charity without justice, and no justice without charity.

The same applies in the realm of business. Pope Benedict XVI raised this issue a
few years ago when he tried to bring the logic of gift and gratuitousness – the idea
of giving something freely, typical of charity – to the logic of the market, which is
guided by the criteria of justice.
What does this mean for business?
As we highlight in this special report, philanthropy is one way of introducing charity into business logic. Let me explain.
Engaging in philanthropy doesn’t exempt one from pondering the responsibility

Joan Fontrodona

Holder of the CaixaBank Chair
of Sustainability and Social Impact

of living justice, both within companies as well as in the relationship those companies have with the societies where they operate. It would be misleading to think
that a company fulfills its social responsibilities simply because it carries out philanthropic activities.
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Companies, like
any good citizens,
are called to
contribute to the
solution of the
problems that
affect our society
A company’s first social responsibility is to carry out its business activity in a proper way. In its relationships with employees, clients, suppliers and other stakeholders, the company must ask itself if it behaves with criteria of justice and
charity. How do I treat my employees? Do I pay my suppliers
on time? Do I fulfill my commitments to my clients? No matter how many philanthropic activities a company engages in,
everything will ring hollow if the company fails to comply
with its foremost obligations to its immediate stakeholders.
It would be like the person who gives money to a person living on the streets yet fails to pay taxes.
However, as stated earlier, just doing what we are expected
to do is not enough: we have to go further. Indeed, the vast
and complex problems facing us today demand it. “Justice”
in companies may be interpreted as compliance with our
first-order responsibilities, but we have to expand our concept of what we do, beyond our direct business activity, to
include charity or gratuitousness. What resources, talent and
capacities do we have that could contribute to the development and betterment of society?
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Philanthropy is a way of realizing this. Companies, like any
good citizens, are called to contribute to the solution of the
problems that affect our society. And as this report makes
clear, there are many different approaches out there, with
recognized resources for deciding how to donate and which
actions might be appropriate for you take.
Many of the world’s problems may demand strict answers of
justice. But, as Benedict XVI stressed, there will always be situations in which charity is needed, because people, beyond
justice, have and always will have a need for love.

No pandemic
should stop talent

Covid-19
Scholarships

At IESE, we want to make sure that COVID-19 doesn’t
prevent promising talent from studying with us. That’s why
we’ve launched our COVID-19 Scholarship program, aimed
at young professionals interested in pursuing one of our
Master’s degrees and at high-potential managers working
in sectors hardest hit by the pandemic.

For more information: www.iese.edu/financial-aid
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A new perspective

One year of COVID-19:

Lessons and challenges for CEOs
Navigating through a pandemic hasn’t been easy. The waters
have been especially turbulent for certain industries, such as
hotels, whose market value dropped by more than 25%. Here
are some action items from top business leaders representing
key industries affected. Achieving the market forecasts at
right will depend on everyone pulling together.

LOGISTICS
• Focus on your customers and their needs.
• Find new solutions and be creative. It’s about
innovation, focusing on the future.
• Take a few moments to say “thank you” to
your team in a genuine way. They are working
harder than ever.

Romaine Seguin
President
UPS Americas
Region

HOTELS
• Redefine your priorities. You may have to modify
your objectives, KPIs and work groups, among other
areas.
• Arm yourself with an objective and informed
opinion about the current state of affairs and about
possible future scenarios.
• Keep your organization calm and your teams
motivated through constant communication that is
proactive, sincere and empathetic.
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Raul Gonzalez
CEO EMEA
Barcelo Hotel Group

Value by industry
Market value (in trillions of U.S. $)
and % growth.

BANKING

Forecast

• Think about how digitalization is affecting your
business model. Is it just accelerating things or is there
a significant step-change in adoption that requires a
more fundamental strategic response?

HOTELS

• Define where your new normal is and what it means
for talent acquisition, training and flexibility for remote
versus office-based work.
• Identify what the increased preference for
disruptors in capital markets means for your
business model and strategy. Do you collaborate with
them? Do you simplify and focus on businesses that
have a clearer, stronger competitive position?

0.95

0.95

1.01

1.07

1.13

0.69

Paco Ybarra
CEO
Institutional
Clients Group, Citi
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BANKING
152.16
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• Apply new AI technologies to the entire value
chain, especially to R&D. That will reduce the time it
takes to innovate and lower the rate of failure.

PHARMACEUTICALS

• Personalize the customer experience, backed up
by data. That will improve your value proposition and
benefit patients.
• Develop the talent you need to make your
corporate purpose a reality. Your team, the
community and society-at-large will benefit.

181.43

4.3%

5.9%

PHARMACEUTICALS

174.32

1.06

1.07

4.6%

Ricardo Castrillo
CEO Spain
Ferrer

1.0%

1.09

1.8%

1.11

2.4%

1.15

1.19

3.3%

3.6%

4,1%

2019 2020 2021 2022 2023 2024
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HACK
When “5 stars” does
no one any service

From Amazon to Airbnb, the star-

rating. The opposite was also

rating system has become a standard

true: Lower scores for individual

metric, tapping the wisdom of the

dimensions pulled down the over-

crowd to give online service providers

all score, even if decor, for example,

instant feedback while consumers get

was less important to a customer

to see who the top-rated providers are.

primarily interested in the food.

But stars can be misleading, depending
on the nature of the rating system and

This bias is relevant for

the dimensions being assessed.

platform providers. Although
multidimensional ratings pro-

In seven experiments, participants

vide a fuller picture, they may

from Australia, Canada, England,

unduly push ratings in one direc-

Liechtenstein, New Zealand and the

tion or the other. So, instead of

United States were asked to evaluate

asking for dimensional and overall

restaurants, movies and universities.

ratings, platform providers might

Some ratings were single-dimensional,

be better off creating their own

meaning customers were just asked to

aggregates, for less biased results.

rate their experience overall; others

Also, as in the previous example,

were multidimensional, meaning each

providers should consider their

individual element was rated separate-

“choice architecture” carefully,

ly, so food, service, atmosphere, etc.

knowing which dimensions are
better to ask (or not ask) their

Where individual dimensions were

customers to rate. Consumers,

rated highly, the overall rating tended to

too, will benefit from being able

be higher than on a platform that only

to evaluate the dimensions most

asked for a single, all-encompassing

helpful to them.
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“When the stars shine too
bright: the influence of
multidimensional ratings
on online consumer
ratings” by IESE’s
Christoph Schneider
et al. is published in
Management Science
(2020).

Mispredicting
performance

Are you faster or slower than
others? Think twice before
you answer

Overconfidence – overestimating your abilities and wrongly

runners who were

predicting you’ll do better than others – has been the un-

quite accurate about

doing of many an investor or entrepreneur. But what about

their own race times, yet

the opposite mistake: underconfidence, believing you’ll do

they had predicted that

worse than others? Here, the error is not so much mistak-

their competitors would

ing your own performance but rather mistaking how much

have performed far better

better others will do compared with you.

than they actually did.

This was tested in an uphill mountain race. Controlling for

This finding has

age, gender and experience, runners were asked to predict

practical implica-

their finishing times before the start of the race. As one

tions. In a business setting, teams facing difficult

might expect, there was a lot of misplaced overconfidence,

tasks might deal with underconfidence (or impostor

with people predicting they would finish the race faster

syndrome) by underestimating just how hard the

than they actually did. This is consistent with other research

work is for others as well. Recognizing prediction

showing that people tend to rate themselves as better

biases could help counter performance-inhibiting

than average. But surprisingly there was another group of

self-doubt that might arise when comparing with

“Miscalibration in predicting one’s performance: disentangling misplacement
and misestimation” by IESE’s Isabelle Engeler and Gerald Häubl (University of
St. Gallen) is published in the Journal of Personality and Social Psychology (2021).

others. While it’s true that we can’t all be above
average, we can come armed with a better understanding of how our perceptions go astray.

A playful mindset at work
While there has been a lot of talk

experience. A study of 2,690 people in

Interestingly, this was truer of fathers

regarding the added pressure of work-

Spain and Latin America found that

than mothers, though perhaps this is

ing from home during lockdowns, little

men and women who had a playful atti-

due to the fact that mothers still tend

has been said about how to release that

tude while working were more creative

to assume more of the duties and

stress and how to improve the work

and enjoyed more and better relation-

chores related to the home and family

ships with their colleagues and clients

life, lowering their adoption of a play-

than those who didn’t.

ful attitude.

What does it mean to bring an

A playful attitude at work requires a

attitude of play into your work?

positive, open mindset, able to re-

It’s about bringing energy and

frame existing challenges in interest-

enthusiasm to all that you do, being

ing new ways. Especially for younger

proactive and taking the initiative, and

generations of workers, being able

finding the fun even in monotonous

to gamify work will help win their

work. Those who did so experienced

commitment.

less stress, boredom and burnout,
had fewer workplace conflicts, and
were generally more motivated and
satisfied in their work.

“Women and men working remotely during
COVID-19” by IESE’s Mireia Las Heras and Maria
Barraza is published by the International Center
for Work and Family (2021).
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CEO, Porsche
Before Dr. Blume became CEO of Porsche, he was a
member of the Executive Board for Production and
Logistics of Dr. Ing. h.c. F. Porsche AG. He has a Degree
in Mechanical Engineering from Technical University,
Braunschweig, and a PhD in Vehicle Engineering from
Tongji University, Shanghai.

Photos courtesy of Porsche AG

Oliver Blume

Enthusiasm,
passion and
sustainability

“W

e must step out of our comfort
zone,” Porsche CEO Oliver
Blume told the IESE AUTO
Industry Meeting in 2019.
And Porsche certainly has

done that, launching the Taycan, its first all-electric sports car,
and investing 15 billion euros in electric mobility and digitali-

right with this car. It needed to be 100% Porsche but it also

zation so that by 2025 half the cars it sells will be all-electric

had to be a unique product, particularly in a sustainable way.

or hybrid. Such heavy investment and transformation were

We succeeded in that.

already underway before the coronavirus pandemic, though
that has certainly accelerated trends toward more connec-

At Porsche, continuous improvement applies not just to our

tivity, electrification and sustainability. Ahead of this year’s

cars but to every area of our company. The important thing

Industry Meeting – now more accurately called IESE Mobility

for me is to take the whole team on this journey. That is the

to reflect these broader trends – IESE professor Marc Sachon

demand I make on myself as CEO: to ensure that every em-

caught up with Blume to discuss where he’s taking Porsche,

ployee is focused on the key objectives, that everyone pulls

which Sachon says is one of the best examples he’s seen yet of

together, and that everyone understands why change is pos-

a traditional OEM reinventing itself for the future.

itive and why it brings opportunities.

In addition to stepping out of your comfort zone, you said

What role do you think Europe’s Green Deal might play

that only by continuously reinventing itself will Porsche

in this reinvention?

continue to be Porsche. What do you mean by that?

What is perfectly clear is that everyone will have to make a

Change is important while remaining authentic to the brand.

significant contribution to climate protection. As a compa-

An example of this is the Taycan. We had to get everything

ny, we bear responsibility for employees, jobs and economic
no. 158 | IESE Business School Insight | 39

+IESE

Face to face

success. As part of this, we are training our employees, developing knowledge about new technologies
and process chains, and bringing fresh products and
business models to the market.
Apart from showing what is technologically possible, it is also our responsibility as an industry to show
where the limits lie, because, as in sport, if I set the
bar too high, nobody will be able to jump over it. We
know the changes cannot happen fast enough from an
ecological perspective, but the targets do have to be
within the realm of the feasible. We stand by the objectives of the Paris Agreement, which are challenging,
but by doing this in cooperation with suppliers and
partners, we believe they can be achievable, strengthening the economy overall.
Should KPIs change so that sustainability becomes
more prominent in company agendas?
A good and important question. For some time now,
we have been examining how we can make sustainability activities more objectively measurable. Up to
now, success has been measured in terms of sales
revenue and results. We would like to expand on this.
Social and ecological KPIs need to become just as
important as financial KPIs.
How much actual value do we, as a sports car manufacturer,

In addition, we aim to minimize our energy demand by apply-

contribute to society? In 2019, Porsche became a member of

ing modern technologies and optimizing our processes. We also

the Value Balancing Alliance, which aims to assess in monetary

involve our partners in our sustainability efforts. For instance,

terms the effects of company activities on nature and society.

we require our battery cell suppliers to exclusively use green

With this in mind, Porsche developed its own sustainability

electricity from renewable energy sources for their production.

index, down to an individual level of detail, in 2020. We use
this to measure the key challenges for sustainable business

Where do you see natural gas in all this?

activities along the value chain and during the life cycle of

Here we are looking into synthetic fuels, so-called e-fuels, to

our cars.

produce hydrogen in places around the world where there is
an abundance of sustainable energy. The synthesis of hydro-

What role does green energy play in the Porsche

gen and CO2 from the air produces green methanol, which

Strategy 2030 to become CO2 neutral?

can then be converted into fuel.

It plays a fundamental part. Since 2017, we have been using
green electricity that stems entirely from renewable ener-

Green methanol has a number of advantages over pure hydro-

gy sources at all of our production sites in Germany. At the

gen: It can be transported without cooling and compression;

Porsche headquarters in Stuttgart, we run two highly efficient

today’s infrastructure can continue to be deployed; and it can

combined heat and power plants. These plants are operated

be used in traditional combustion engines with a high level

with biogas obtained from waste and residues, and produce

of efficiency and without the need for an additional fuel cell

fully CO2-neutral energy.

in the car.
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Together with partners like Siemens Energy,
we are setting up an e-fuel pilot plant in Chile
that will be operational from 2022. We are considering the use of e-fuels in motorsports and,
longer term, in our existing cars, too.
Although electromobility is our priority, it is important to stress that electromobility is not in
competition with synthetic fuels: both can be
sensibly combined to complement each other.
How do you see the world of New Mobility?

“Irrespective
of the progress
made in AI, at
Porsche the
focus is always
on people”

Thanks to new offerings, mobility is becoming
easier, more convenient and more attractive.
The car of the future will be smart and digitally networked. It will communicate with other cars, the driver and its surroundings. We
see enormous potential in electromobility.
By 2025, half of the Porsche cars we sell will

Where is AI in this transition?

have an electric drive, whether all-electric or

AI is an increasingly important part of automotive added

hybrid. I can also well imagine that many cars

value and it is already a key technology driver at Porsche

of the future will be self-driving. That applies

across multiple areas – from business processes and

less to Porsche, though – driving our cars is

our cars to the customers – with exciting new applica-

just too much fun! Still, there are aspects of

tions. For example, in logistics, in the incoming goods

autonomous driving that are interesting for

department, we are considering replacing manual

us: Traffic Jam Assist or automatic parking,

scanning, which is still widely used, with automated imaging

for example.

and AI-based processes. In material requirements planning,
AI will revolutionize parts supply and enable us to control

How will you address the negative environmental impact

product-line sequencing with even greater precision. And in

of Li-ion batteries?

analysis of our supply chain, we can use AI to identify sustain-

We are aware of the challenges in the supply chains of raw

ability risks of our raw material suppliers at an even earlier

materials for batteries. That is why we are working with our

stage. These are just some of the areas in which Porsche is

direct suppliers for cobalt and lithium to trace the supply

already active.

chain right back to extraction. Our aim is to identify all of the
intermediate suppliers involved, detect risks at as early a stage

However, irrespective of the progress made in AI, there is one

as possible, and take action if necessary.

thing we must not forget: for digitalization to be a success, it
requires enthusiasm and passion, which is why, at Porsche,

How will the industry solve the challenges for dealing

the focus is always on people.

with used Li-ion batteries?
By systematic further development of batteries. We see

Where do you see Porsche in 2030?

immense potential in solid-state batteries, which offer

Porsche will rely on three drive technologies – namely, high-

a number of advantages over the current batteries:

ly emotive petrol engines combined with powerful plug-in

higher energy density, greater safety, better fast-charging

hybrid powertrains and electric drives. In this way, Porsche

capability and reduced weight. They also require lower

will position itself with emotive sports cars that combine

amounts of rare raw materials and offer a much higher

dynamic driving, design, quality and sustainability – a

degree of recyclability.

strategy that links our tradition with the future.
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Entrepreneurship

Dress
sense

These entrepreneurs in the fashion space want
your clothes to leave a positive impression –
on people and the planet.

A

lthough some may dispute whether fashion

Yet, at the same time, there is a growing cohort of consum-

is the worst polluting industry in the world

ers who are choosing to buy less but better, whether through

compared with other offenders, there’s no

investing in quality, learning to care for clothes as previous

doubt that the “fast fashion” business model

generations did, or embracing the concept of the “capsule

has had serious environmental consequences.

wardrobe,” a series of easily intermixed basics. Others buy only

These consequences start before the clothes are even made.

“pre-loved” items, rescuing, donating or trading infrequently

Almost 75% of waste – through water use, clearcutting and

worn items languishing in the back of the closet.

chemical processes – occurs in garment production, according to the McKinsey Fashion on Climate report. A further 20%

And a growing number of businesses are springing up to serve

of waste is generated by product use, such as washing, which

these changing consumer preferences. They are looking for

releases tons of plastic microfibers into the oceans. Meanwhile,

new, or new-again, techniques to make the fashion industry

the Ellen MacArthur Foundation suggests that recycling is not

more sustainable.

up to the task: Less than 1% of clothes are recycled into new
clothes, while a garbage truck’s worth of textiles are dumped
or incinerated every second.

Responding to environmental concerns, companies are using
more organic or recycled materials, reducing the amount of
water and chemicals used in production processes, and im-

All this is done in the service of customers who are nonethe-

plementing pre-order schemes to cut down on redundant in-

less chronically dissatisfied with their wardrobes. Going by the

ventory and waste. Some fashion brands are reinvesting their

famous 80/20 rule, in the average closet, 20% of clothing items

profits in socially responsible initiatives.

are worn 80% of the time, hinting at a culture of nondurable,
impractical buying.

Here we feature entrepreneurs who recently launched businesses promoting more sustainable and ethical ways of enjoying fashion. Although such enterprises may start small, these
rising stars have big dreams and goals for the future.
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A SOCIAL ENTERPRISE

BLSSD:
Sustainable fashion
to bless others
Lys & Lama Riachi

The experience of surviving cancer led Lama Riachi, a Lebanese creative director living in Dubai, to start a cancer support group for the region’s many informal migrant workers
who were likewise afflicted but who lacked adequate healthcare and support, being far from family and home. With her
sister, Lys Riachi (GEMBA ’19), the pair launched the fashion
label BLSSD, which provides financial support for their social
support group, called Blessed (together).
BLSSD features collections of luxury, streetwear-influenced
pieces. There is a sustainable edge to the brand’s ethos: They
focus on wearable separates that are distinctive yet neutral
enough to combine season after season; and they release
limited editions to control inventory and underscore the
www.blssdfashion.com

need to identify with clothes as special and lasting invest-

#PretAGratitude

ments rather than being disposal and trend-driven. They also

@___blssd___

prioritize vegan leather and organic materials.
BLSSD has grown and evolved, showing at both Arab Fashion
Week and Paris Fashion Week, while also supporting migrant
workers touched by cancer, through its associated foundation.
It helps those with few resources to access treatment and, in
terminal cases, funds family reunifications.
The Riachis aim for their brand to be 100% sustainable within a few years. In the meantime, they continue their mission
under the soulful motto of Pret-a-gratitude.
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Entrepreneurship

UPCYCLING

Re-Invent:
Everything old is
new again
Vibha Kothari

Originally from Mumbai, Vibha Kothari

Globally, she sees growing interest in sus-

(MBA ’19) drew from personal experience

tainable fashion: “In part, this comes from

when creating her Barcelona-based com-

the media making us more aware of where

pany, Re-Invent. She was dismayed by how

our clothes are made and how fashion influ-

many items she had in her own closet that

ences lives in different parts of the world.”

were outdated but hardly worn, and set
about altering them to give them a new

She firmly believes sustainability will be the

lease on life. The results of this “upcycling”

future of fashion. “That doesn’t mean every-

inspired her to offer the service to clients.

thing will be sustainable – full sustainability is very difficult. And it’s not about never

The steepest hurdle, at the beginning,

buying anything new ever again. But there

was creating awareness and working

are many ways we can improve the impact

to counteract the idea that sustain-

of fashion on livelihoods and on the planet

able fashion is necessarily expensive.

– from increased use of organic materials,

Building awareness took time, but she

to upcycling, to reinventing leftovers.”

stresses that when it comes to upcycling, once customers see the

Kothari is looking to expand into a home

results, they usually come back

range by partnering with suppliers of excess

for more.

stock. She is also keen to boost sustainability by embracing AI, which can help in scal-

In Re-Invent’s hands, office

ing the business and cutting out packaging.

shirts become statement skirts;
denim and a sweater are reborn
into a unique jacket. Kothari’s
team have even performed surgery
on a wedding dress, creating multiple wearable pieces from the ultimate wear-it-once garment.

www.reinvent-upcycling.myshopify.com
#reinventupcycling #modasostenible
@reinventupcycling

THE CIRCULAR
ECONOMY

A Fine Circle:
Extending the
life of kids’ clothes
Danielle Francis

Childrenswear may trail adult fashion in

Francis thinks that some brands may

terms of market share (estimated at 16%

eventually be inspired to partner with the

pre-pandemic), but it is growing, due to

company to launch their own secondhand

population expansion and increasingly

initiatives. In fact, her longer term hopes in-

brand-conscious parents and children. It’s

clude changing the industry from the inside

an industry worth roughly $252 billion a year.

through strategic partnerships that support
the need for a circular economy.

What it lacks in market share it more than
makes up for in terms of its outsized environ-

“Our takeaway is that if children’s clothes are

mental footprint. Children grow (changing size

going to work secondhand, they need to be

up to six times in the first two years of life) and

well-made and durable. We want to inspire

are inevitably finished with any product long

brands to produce such clothes. And for

before the end of its useful life. And for those

those that do, we can provide the technol-

parents who want to consume sustainable fash-

ogy that allows them to monetize their own

ion, they may balk at the price tag for a product

products secondhand.”

that can only be worn for a season.
“It’s important for families to know that they
This dilemma – faced by friends who had

are doing fine in their day-to-day lives of being

begun to have children – inspired American

more sustainable,” Francis says. By making it

Danielle Francis (MBA ’18) to start the online

easier for families to enjoy pre-loved pre-

marketplace A Fine Circle. “We want to influ-

mium clothes, her goal is that a child’s

ence the utility of clothes and the upstream

ecological footprint would better re-

design in the long term,” she says. That means

flect his or her actual footprint.

reselling premium, luxury or sustainable children’s products – initially clothes but also
sportswear and other equipment that can
have even more limited use.
A Fine Circle focuses on providing the technology both for selling and for track-andtrace, so that clients are aware of the positive

www.afinecircle.com

impact of their purchases, and brands can

#afinecommunity

see how durable their clothes turn out to be.

@afinecircle
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Agent of change

JUST GET
OUT THERE
AND DO IT

T

he COVID-19 pandemic has served as a pivotal
event, accelerating everyone’s need for digital
readiness, resilience and agility – and none
more so than those in logistics. Sabine Mueller has worked in the sector for more than two

decades, ever since joining Deutsche Post DHL as a business
graduate. Deutsche Post DHL is much more than trucks and
stacks of brown boxes; it is a highly complex global operation marked by constant innovation, which is being driven by digitalization, big data, artificial intelligence, robotics,

Photos courtesy of Deutsche Post DHL Group

IoT, drones, blockchain and the circular economy. Here,
Mueller discusses these industry changes, as well as her other
passion: the promotion of diversity and the advancement of
women in the workplace, topics which she recently discussed
as part of an executive panel on inclusion organized by IESE’s
Women in Business Club.
What big trends should we be watching out for?
To date, a significant part of logistics operations is still performed manually. But in the coming years, driven by increased
volumes and labor shortages, we’re going to see manual tasks
increasingly automated. There are a number of low-investment, easy-to-implement automation applications, including
wearable technology such as ring scanners and smart glasses.
Future parcel centers will accommodate automated sorting
using mobile robots, ultimately leading to a landscape where
humans and robots will work together harmoniously.
The COVID-19 pandemic disrupted global supply chains.

Sabine Mueller

CEO of DHL Consulting, the strategic supply
chain and management consultancy of
Deutsche Post DHL Group, with 100
consultants in Bonn, Miami, Singapore and
Shanghai. She blogs on supply chain and
logistics trends, women in leadership and the
future of work at https://sabinext.com/

Do you envisage more localization as a result?
Supply chain design used to prioritize cost optimization over
resilience, but balancing costs and resilience is the new maxim to enable greater responsiveness to disruption, demand
changes and uncertainty. This requires moving away from a
single sourcing strategy to diversification, and more distributed safety stocks. The boom in e-commerce and consumers’
high expectations of speed and availability will force suppliers
to move their goods closer to demand and redesign their logistics networks accordingly.
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Agent of change

Might a shift to nearshoring help address sustainability

This brings us to the other topic close to your heart: driv-

concerns, too?

ing diversity. How do you drive diversity and inclusion in

Air transport is a main contributor to CO2 emissions. For our

your talent management strategy?

industry, like many others, environmental, social and gover-

Diversity and inclusion must be organizational cornerstones.

nance (ESG) considerations are a key priority. Nearshoring

However, establishing a truly diverse and inclusive organi-

can help reduce our ecological footprint, as will investing in

zational culture will require a complete overhaul of how we

new technologies such as smart meters, intelligent charging

currently do things.

and solar power systems, to name a few. Governing our social
impact with the help of human rights policies, for example,

Let me give you an example that is common to many indus-

will also gain importance.

tries. From a policy perspective, things seem quite good: we
have diversity representatives in each of our business units;

The pandemic has pushed us toward flexible work. Do

we have a diversity council; we do mentoring, mandatory bias

you believe we’ll be back in our offices as usual when

trainings and cultural trainings, which all employees have to

this is over?

go through. But then you look at the results over the past

No, I think we’ll end up with a hybrid model, which com-

decade: we’ve gone from maybe 22% to 25% of the leadership

bines both analog and virtual work modes. Again, new tech-

positions being held by women. There are still organizations

nologies will facilitate this, moving us from a video call to

where the management team is fully male. I was in a meeting

a 3D meeting with avatars. The flexibility we gain from this

recently with 10 executive vice presidents and I was the only

is critical to attract and retain the right talent in today’s

woman. In some ways, it seems not much has changed. There

competitive marketplace.

is still room for improvement.
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“We need to stop measuring our
managers only on financial targets
and start including other things like
diversity and sustainability”
Do you think quotas are necessary to move the needle?

to have 30% females in executive positions, we have to hire

I’ve changed my opinion on this. I used to be against quotas

40% females so there is a bigger pool of female talent in the

but now I think we do need them. At DHL we stated for the

pipeline – chosen according to the same criteria, given the

first time that, globally, we want 30% of our management po-

same training opportunities, and measured in the same way,

sitions to be female by 2025. I really believe we need to stop

free from bias.

measuring our managers only on financial targets, like EBIT
and cashflow, and start including other things like diversity

There’s the saying, “You can’t be what you can’t see.”

and sustainability. As a public company, our shareholders are

Would seeing more women in leadership serve to over-

already putting pressure on us to make these issues a priority.

come these ingrained biases and eventually eliminate the

Having the policies and activities is one thing, but more and

need for quotas?

more people are saying, “Now we need to see the results.”

I still remember when I was first promoted to manager, I went

That’s why I think you need to set clear targets, otherwise

through a management training that was essentially teaching

you won’t move a big company.

me how to become “male” – how to take up space, how to
speak with a firm voice. And then I would try out the tech-

What role does legislation play in this?

niques and realize that is not how I would naturally behave.

It’s a start – for example, requiring by law that a certain num-

That’s the idea of leadership that we used to carry with us. This

ber of board seats be filled by women – but I think we need to

is why diverse role models are so important.

go deeper or else it can become tokenistic. I think legislation
helps in terms of bringing the issue out into the open and

It starts in school, when girls are steered away from math

creating a national conversation, which then supports our

studies, for example. We need to raise up more girls in STEM

internal efforts at the level of an organization.

subjects. The more we digitalize, the more we will need those
specific skills. In order for there to be more women in those

An argument against quotas is that it undermines meritoc-

fields, we need to start much earlier.

racy. What’s your view?
I challenge that. I think the real issue is bias. I’ve worked in

How about professional networking: are there biases

logistics for 20 years and hired a lot of people, and I realized

there, too?

I am biased toward male, because that’s how I grew up. Male

I know there is an argument that men have more networking

behaviors always seem to be the “right” ones you need in

opportunities than women do, because women have more

order to grow into the next role. When we began analyzing

family responsibilities, less free time, and not everyone wants

potential biases in our recruiting processes, that was a big

to play golf. But that has not been my personal experience.

eye opener for us. We saw that we had a recruiting process

Whenever I joined a networking activity, even a so-called

that favored “male behaviors” and if we didn’t see those same

“male” one, I just said I was coming and I was never reject-

behaviors in females, they didn’t get through.

ed. You may have to leave your comfort zone to put yourself
forward, but sometimes the only limitations are the ones we

The other part of this is that you need to attract enough

put on ourselves. Plus, with social media, the networking op-

people. If I have 20% of females applying, I can’t hire 50%

portunities are made even easier. As women, we have to stop

females. So, you have to start at the beginning. If we want

making excuses and just get out there and do it.
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The triple jump

1, 2, 3...
jump!

As if changing jobs wasn’t daunting
enough, imagine switching function,
sector and country all at once. This
is what IESE’s Career Development
Center calls “the triple jump,” and
according to its director, Patrik
Wallen, around a third of the MBA
Class of 2020 took the leap. It’s
not easy, and may become less
so in a post-pandemic world. Still,
being an international school helps
make it happen. Here, three recent
graduates tell their stories.

Daniela Bocco Targa

I knew before I did my MBA that I wanted a big

2

3

Function & Company

Sector

Country

Before

Marketing Coordinator,
WSP USA Inc.

Construction &
infrastructure

U.S.A.

After

Algorithmic Sales
Product Manager,
AB InBev

Beverages

Mexico

1

change. I was open-minded about it, and so when
it came time for a summer internship, I reached
out to startups via LinkedIn in a geography that
was completely new to me (East Africa). Having
IESE as part of my introduction helped, as did the
exposure to and network with people from many
industries and geographies that I got while at IESE.
The challenge with the triple jump is proving you
have what it takes on three new fronts – demonstrating that you not only have the technical skills
for your new function, but that you also understand the complexities of your new industry and
geography. I’m not sure I would have been able to
do it without IESE’s help.
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Rahul Parikh
Changing industry and geography were my

I wouldn’t have ended up where I

top two priorities: I wanted to transition

am if it weren’t for IESE opening

out of services and into consumer tech, and

up new geographies and provid-

I wanted to find an opportunity outside the U.S.

ing me paths to finding a job

I was also interested in moving into marketing,

that I wouldn’t have considered

but I didn’t think I could be as picky about that.

otherwise. Once you’ve made

It’s important to have it clear in your own mind

the jump, ramping up can

your prioritization of industry, geography and

feel daunting, particularly if

functional area. This allows you to focus your

your peers have more prior

recruiting and networking efforts appropriately.

experience that they can lean on.

The IESE MBA definitely helped.

But the triple jump lets you catalyze a career change on multiple
fronts in the short term, while

2

3

Function & Company

Sector

Country

Before

Director, ECA

Executive search U.S.A.
& project staffing

After

Manager, Eater
Growth, DiDi Food

Food delivery
platform

1

allowing you to make more
educated decisions about
future career changes for your
medium-to-long term.

Mexico

Lukas Mitschke
I didn’t set out to make a triple jump. I was

me navigate ambiguous environments, and

very happy with my professional and personal

it inspired me to embark on this journey of

life before. At Deloitte, I had the

discovery and lifelong learning. Life is an

opportunity to work with inspiring

adventure, and adventure is all about learning.

colleagues on our clients’ most

Big changes provide a great opportunity to accel-

challenging problems.

erate learning and fully experience the magnifi-

And Munich, my home

cence that life has to offer – but they also bring

for more than 15 years,

uncertainty. That’s why having the right toolkit

is ranked as one of the

and support network will give you the confidence

best places to live in

you need to embrace those big changes.

the world. But the IESE
MBA opened doors to

2

3

Function & Company

Sector

Country

Before

Senior Consultant,
Deloitte

Consulting

Germany

After

Global Strategist,
Samsung

Electronics

South
Korea

1

people and places
in almost every
corner of the
world, it helped
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Food for thought

SMART PICKS
Smarter faster
better
By Charles Duhigg

If you want to go faster,
the secret lies in the
keywords sandwiching
the title: make smarter
choices and learn better habits. Like its
best-selling predecessor, The Power of
Habit, this book tells fascinating stories
underpinned by science to show us how to
reorganize what matters so that we can be
more disciplined and effective at getting
things done.

Fast/forward
By Julian Birkinshaw
& Jonas Ridderstrale

Flash forward
Executives and directors say, because of the pandemic,
they need to pick up the pace at which their organizations
work: faster decision-making, rapid redeployment of
technology, speedier strategic shifts. That’s according to a
recent McKinsey survey. The need for speed was the top
reason given for change across multiple industries, namely
healthcare, pharma, global energy, retail and telecom, and it
was of second-most importance for banking, travel, transport
and logistics. Companies able to react faster see enhanced
performance, greater customer responsiveness and an
improved bottom line. But although speed may be necessary
for survival, it needs to be sustainable: even race cars have
brakes. So before you put the pedal to the metal, make sure
you have the right mettle. These resources will not only help
you go fast, they will also give you the tools to slow down
before you crash and burn.
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The more inundated with
information, the more
ignorant we seem to
become. As individuals,
we lack focus and attention. As teams, the
only decision we can agree on is to go away
and collect more information. As firms,
we over-engineer processes to avoid costly
mistakes. This book is a blueprint – blending strategy, organization and leadership
– for how to compete in today’s fast-changing environment. The driver of firm success
is not information per se, but your ability
to move fast – taking decisive action – and
forward – with emotional conviction.

Move fast and
break things
By Jonathan Taplin

Facebook used to be
emulated for launching
tools even if they weren’t
perfect – and there’s
something to be said for innovating fast
and working out the kinks later. Yet this
book warns of the unforeseen consequences of letting entrepreneurs run rampant,
resulting in a massive power shift that has
broken things so badly, they can’t be easily
fixed. Worth reflecting on, as we try to
rebuild a better future.

FROM MY DESK

By Pedro Nueno

Too fast
to think

By Chris Lewis
If the author was bemoaning
our “always on” work culture
in 2016, he must be having
a meltdown in 2021. Still,
his brain-training exercises for tuning out the
noise remain relevant. Sometimes our best
ideas come when we are in places completely
separate from our offices, he wrote before we
were all locked down at home. His point: To
be creative, you need a change of scene – plus
proper sleep, rest and play – to handle today’s
mental loads. Overwhelmed by your to-do list?
Make a to-be list instead.

Take a break and
binge watch…
The Flash series: Even the comic book hero
Barry Allen, whose superpower is speed, has
bouts of self-doubt. Yet he stays positive, no
matter life’s obstacles. That confidence is
key to success. Then, make some popcorn
and revisit the ’90s classic Speed for a
cautionary tale about what happens when
a disgruntled employee takes revenge in
the form of a runaway bus. Besides the
adrenaline rush of the silly premise, it’s a
reminder that when life deals you a bad hand,
don’t let it drive you over the edge. Literally.

Professor Emeritus of Entrepreneurship

The need for speed
Acting quickly is a must these days. Even before the pandemic, companies were increasing the speed at which they reacted to events. Here are
eight ways to move even faster.
Acquisitions. Strategically acquiring certain companies can generate organizational agility through
knowledge transfers and a more
efficient use of resources.
Innovation. Incorporating new
technologies, especially those that
add capabilities beyond those that
your company already has, will
increase the speed of innovation
beyond the incremental.
Internalization. Move into markets
that are progressing internally,
which in the 2020s will likely be
Africa and in the 2030s, India. Also,
as African and Asian students
increasingly return home from
studying abroad, they will further
accelerate the internal progression
of their countries’ markets.
Diversification. To sustain speed
over time, diversify your company’s
activities, with each having its own
management board distinct from
the corporate one.
People. Train your people in
agile methods. And don’t forget to
include yourself in that training and
development.

Entrepreneurship. This doesn’t
just mean launching new startups.
Within your organization, employees at every level can be encouraged and enabled to develop an
“intrapreneurial” mindset.
Bureaucracy. Make sure your
management isn’t putting up barriers for employees. Robots follow
mathematical models and formulas.
Your job should be to cut red tape
and release people from corporate
bureaucracy as much as possible.
Opportunities. The pandemic
has accelerated trends that were
already apparent in e-commerce,
e-banking, telemedicine and online
learning, to name a few. Combined
with longer life expectancy and delayed retirement, pursue opportunities, not just in new geographies
but in new fields like continuous
education, to keep refreshing people’s skills for new realities.
Speedy leadership is vital to make
sure your company advances, at
the very least at the pace of your
competitors. And as you go faster,
be sure to maintain your core
values and purpose. Go fast but
stay in control.

Pedro Nueno has authored over 20 books,
including his latest, Dirigiendo con velocidad
(Managing with speed). Among his many
entrepreneurial endeavors, he founded the
China Europe International Business School
(CEIBS) and IESE’s VC fund FINAVES.

Artificial
Intelligence
for Executives
Everybody talks about
AI but what are its
strategic implications
for your company?
Come to the #1
business school in
executive education
to transform your
business.

Next edition
On Campus: Barcelona
June 1-4, 2021

www.iese.edu/artificial-intelligence
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Managing
supply
chains in a
world that is
no longer flat
By Philip Moscoso

Deglobalization and digitalization
were gathering force when COVID-19
confirmed what many companies already
suspected: Supply chains need to
undergo a fundamental transformation.
Here’s how to make supply chains more
agile and resilient.

illustrations :

Raúl Arias

Managing supply chains in a world that is no longer flat

KNOW

I

n early 2020, as the COVID-19 pandemic

smartphones: Components sourced from com-

brought the world to a halt, LG Electronics

panies mostly in East Asia are assembled in Tai-

sensed it had to stop injecting more prod-

wan, with finished products transported to high-

ucts into its supply chain or else it would

demand consumer markets around the world.

have a big problem on its hands. Like many

Such supply chains are long, slow and inflexible

multinationals, it had a vast global supply chain

– but they generally work so long as labor and

to coordinate – clients, distributors, factories,

transport costs are low.

procurement centers and decision-makers, from
Europe to South Korea. It had to work out exact-

But conditions have changed. Even before COVID-19

ly how much inventory was delivered, how much

hit, companies were considering major changes

was on its way, and how much was already in or

or a complete overhaul of their production and

about to enter production.

supply chains, according to a 2019 Baker McKenzie survey of 600 multinationals.

Thankfully, “our supply chain is extremely quick
and agile,” Gabriel Mesas Paton, managing direc-

The following forces of deglobalization conspire

tor of operations for LG Electronics, told a panel

against the “flat world” hypothesis that some had

on Resilient Supply Chains organized by IESE’s

taken for granted.

Fintech Club in February 2021. “We monitor inventory in the channel daily, receiving sell-out

trade challenges.

and sell-through information from clients in real

fallen to 2.1% from 5.5% in 2017, according to The

time.” In less than three days, LG Electronics had

Economist. New trade barriers and costlier tariffs

stopped feeding more goods into its channels and

were reducing the cross-border trade intensity

had an updated plan for its supply chain.

of goods, even before COVID-19 added a whole

By 2019, global trade growth had

new raft of safety and hygiene regulations. The
Not everyone was so agile. For many companies,

Brexit referendum and the U.S. election of Don-

COVID-19 came on top of fundamental changes

ald Trump in 2016 were both signs that shakeups

in the business landscape that have been build-

in international trade were coming. Indeed, since

ing for years. Together, these challenges are forc-

Brexit went through, whole new sets of rules and

ing a dramatic transformation of supply chain

paperwork are making trade bumpier with Britain.

management from which there is no going back.
Companies must make changes on multiple
fronts – on both the supply and demand sides, in
digitalizing supply chains, and in upgrading their
leadership. In doing so, they will find challenges
but also many opportunities ahead.
Forces of deglobalization
Global supply chains have driven and defined globalization over the past few decades. Not that long
ago, an estimated 70% of world trade was carried
out through global value chains spanning multiple industries and dozens of countries. Consider
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demand uncertainty.

Faster changing and more un-

certain customer demand has made time-to-market ever more important. COVID-19 has amplified
this further.
sustainability.

Customers are becoming more sen-

sitive to environmental aspects, such as goods’
carbon footprint, as well as safety and traceability,
which boosts the case for more local sourcing.
services.

Increasingly, trade of services, rather

than of mass-produced goods, is becoming a core

New technologies
are making
supply chains
more knowledgeintensive and
more reliant on
high-skill labor

part of what supply chains need to manage.
emerging markets.

As China and India’s share of

global consumption has increased, companies

enced over the past year. Let’s consider the critical

have been building more regional supply chains to

adaptations to make – as well as the interesting

serve that demand more directly and adapt faster

opportunities arising – in several key areas.

to local requirements.
Segmenting supply chains
advanced robotics, ai & iot.

New technologies are

As with any operations management improve-

making supply chains more knowledge-intensive

ment effort, it’s best to start with a thorough

and more reliant on high-skill labor, which makes

analysis of customer needs, and then use those

labor cost arbitrage less important than it was in

insights to create differentiated, segmented sup-

the past. Traditionally, for labor cost arbitrage to

ply chains instead of opting for the one-size-fits-

be attractive, the labor cost level of the exporting

all approach of the past that was single-mindedly

country had to be less than 20% of the level of the

based on achieving economies of scale.

importing country – yet that rule of thumb applies to less than 18% of global goods traded today,

Usually, not all customer segments, channels and

according to McKinsey. In some cases, salary lev-

product categories are equally valuable to a com-

els on the Chinese coastal areas are approaching

pany. Ideally, companies translate the different

those in Eastern Europe.

needs and values into separate supply chains. For
example, for low-margin, high-volume segments,

What’s clear is that “low cost” is no longer the pre-

supply chain efficiency remains paramount, so

dominate focus of supply chain decisions, and

the focus should be on standardization and auto-

that COVID-19 was the final nail in the coffin for

mation. For high-margin segments, on the other

the way globalized operations used to be managed.

hand, high service levels and flexibility need to be
priority; the same goes for high growth vs. stag-

Given these challenges, making a few tweaks to

nant businesses. Companies need to dynamically

existing supply chains isn’t enough. Fundamental

align supply chain strategies, service levels and

overhauls are required, especially to better man-

delivery models with the value propositions for

age disruption risks like those we have experi-

their different customer segments.
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Adding resilience

During 2020, Foxconn’s total production capacity

One only has to remember shortages of everything

outside China increased to 30% (from 25%).

from toilet paper to face masks during COVID-19
to appreciate that meeting customer demand –

Car companies are also reviewing their global

on time, with the right quantities, in the necessary

manufacturing and sourcing footprint. In focus-

locations – can be a major challenge. Companies

ing so much on China because it was efficient and

misunderstood “lean” as saving costs at all cost,

cost-effective, supply chains were trading away

and no one wants to be left high and dry again by

resiliency, Toyota’s Jim Adler told a recent FT con-

another external shock like COVID-19 restricting

ference. He predicted a diversification of global

their supplies. “Single-source, just-in-time” is no

supply chains and more onshoring. The automo-

longer the favored approach. Resilience is the

tive industry is also regionalizing supply chains

word of the day.

around hub-and-spoke networks to include, besides China for Asia, Mexico for the Americas and

To reduce time-to-market and disruption risks,

Eastern Europe for Continental Europe.

many companies have decided to bring supply
closer to demand. Louis Vuitton, for example, has

This shift is spurring so-called shelter service

opened a 100,000 square meter workshop in Tex-

providers, who help big manufacturers (from the

as to produce closer to U.S. demand – a key mar-

U.S., for example) relocate their production clos-

ket for the luxury brand. Doing this also serves to

er to demand (Mexico) without having to get in-

make LV goods less constrained by import tariffs.

volved in the nitty-gritty of local regulations, tax
laws, payroll and so forth; the shelter service pro-

Foxconn, a contract manufacturer that assem-

viders manage all these services for them. Such

bles most of Apple’s smartphones, is known to be

cross-border services are growing at faster rates

gradually shifting production capacity from China

than the trade in goods – 60% faster according to

to new places in Southeast Asia and the Americas.

McKinsey. An estimated third of the value going
into traded manufacturing goods is services.

Companies aim at
shorter, speedier
supply chains not
only to stay closer
to demand but also
to exercise better
control over their
entire chains
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Yet even as companies shift their manufacturing to keep supply closer to demand, we are also
seeing some contrary phenomena emerging. For
many products and goods, China has become the
biggest consumer market in the world and is consuming more and more of what is being produced
in the country. So, just as many manufacturers are
leaving China because it is not as cost-effective as
it once was, many new manufacturers are arriving
in order to produce closer to their biggest consumer market.
Companies aim at shorter, speedier supply chains
not only to stay closer to demand but also to exercise better control over their entire chains. This is
also a necessary thing, recalling the terrible Rana
Plaza garment factory collapse in Bangladesh in

2013 when many Western fashion brands

decades of established practice and re-

didn’t even know initially if that supplier

configuring your entire sourcing base “is

was actually one of theirs or not.

not something you can do overnight,” LG
Electronics’ Mesas acknowledged during

And there are other kinds of disasters

the IESE panel.

that can strike at the heart of global supply chains. The extreme weather events

Yet it must be done. Companies need

impacting many parts of the world with

fallback options and additional avenues

greater intensity and frequency are stark

to ramp up production should demand

reminders that climate change poses ad-

increase above expectations. “Having a

ditional threats to supply chains. The tsu-

network of partners really saved us,” said

nami that hit Fukushima in 2011 had a rip-

Mesas. Multisourcing may be less cost-ef-

ple effect on every car plant in the world,

ficient but it does give you extra resilience.

underscoring the fragility that an exces-

Flexible contracts with suppliers, including

sive cost optimization of supply chains

buy-back options, can also improve agility.

had generated.
The risk is that resilience ends up meaning
All this presents perhaps the

expensive redundancies. There will always

biggest challenge for compa-

be a tradeoff between reducing costs and

nies: Lean, one-size-fits-all

increasing your capacity to adapt to un-

and cost savings by sourcing

expected situations, whether those come

nearly everything from one

in the form of new customer demands or

supplier in Asia have gotten
baked into many compa-

supply disruptions. But this is a
tradeoff that each company

nies’ business models

will need to evaluate for

over the past two de-

themselves. Do the ben-

cades. Undoing

efits of added agility and
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resilience outweigh the costs? Very often, if you are

1,000 customers and 1,000 different supply chains

able to react quickly when disruptions occur and

worldwide. All that information is summarized in

mitigate their impact on your supply chain, then

around 100 different dashboards to provide ac-

the experience of many companies would imply it

tionable insights.

is ultimately a path worth exploring.
Introducing AI on top of visibility boosts supply
Smarter operations

chain management even further. Cognitive an-

As in other areas of business, technology has been

alytics and AI are now so advanced that the big-

one of the biggest drivers of change in supply

gest mistake you can make is not using them,

chain management, with the digitalization of sup-

as Holbach explained: “At the beginning of the

ply chains increasing significantly in recent years.

COVID-19 crisis, we felt that, because we had such

Initially, it was about paperless information flows,

an unprecedented disruption on our hands, per-

followed by supply chain visibility and traceability.

haps it was better if we shut off the demand-sensing engine and let the humans take over. Later,

For another IESE panelist, Dirk Holbach, Cor-

when we compared the demand forecasting done

porate Senior Vice President of Global Supply

by the human planner and what the engine would

Chain at Henkel, having digital visibility was vi-

have done for us, the engine’s was slightly better.

tal for them to be able to quantify the impacts of

It was enough for us to realize that the technology

COVID-19 within minutes. “A few years ago, you

is a real enabler and we should let it do its work.”

might have had five people working three days on
Excel files to find out when a certain raw material

Now the trend is that many companies’ activities

was short and which clients would be impacted

are executed completely by technology, from

before you could start taking action. Now, a strong

planning to moving and storing merchandise.

digital backbone enables managers on the front

Warehouses use automated storage systems and

lines to see orders and stocks and make adjust-

autonomous vehicles, and robots walk the aisles

ments in real time.”

to scan stock. By doing this, in 2019 Walmart was
able to increase its warehouse output in cases

Having such end-to-end visibility also helps to

per hour by 13% while reducing billions of dol-

prevent problems like the one mentioned earli-

lars in inventories. With more digitalization

er with Rana Plaza, where companies didn’t even

of its supply chain, Walmart intends to go

know the suppliers of their suppliers. In that

from batch to

sense, supply chain visibility is a requirement,

continuous re-

enabling extensive tracking and coordination

plenishment

along the entire chain, and ultimately giving you

of its shelves.

the ability to react faster to real or anticipated im-

By adding a

pacts, and adjust your inventories accordingly.

remote 3D

Visualizing and coordinating things in its supply
chains is what the U.S. contract manufacturer
Flex does from its Pulse Center in the Silicon Valley. From there, Flex’s management can monitor
in real time 16,000 suppliers and 100+ production locations, as well as all the orders from over
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printer, a company can eliminate the need for
transporting and storing products altogether, as
the product can be printed at the time and loca-

The author

tion of consumption.
Philip Moscoso is a professor
of Production, Technology &
Operations Management, holder
of the Eurest Chair of Excellence
in Services, and Associate Dean
for Executive Education at IESE
Business School.

The more human operators are replaced by machines, the more labor costs go down, productivity goes up and spending is redirected to R&D
and the creation of new posts. This favors more
developed countries, which tend to be stronger
in R&D. However, when there is very high R&D
spending in an industry, as in the semiconductor
industry, with extremely specialized companies
in Taiwan and South Korea serving globally, it becomes very difficult and costly to replicate such a
supply chain in another region. This is something

ask and then have the authority for the right an-

to watch out for given the previous discussion.

swers, even if they are challenging for companies.

Given the leverage that digital technologies can

It’s high time companies assess whether their sup-

offer, companies need to carefully evaluate how

ply chains match their current business strategy,

their digital capabilities will ultimately enable

and how all forces, including COVID-19, have dis-

their supply chain strategy, so they are not simply

rupted both. In fact, it is only once business picks

digitalizing the same old ways of operating.

up again after the pandemic is over that supply
chains will face their real stress test.

Upgrading supply chain leadership
In a Deloitte survey, 56% of companies classified

This may well call into question legacy systems

as supply chain leaders had a senior executive

developed over decades, requiring a new segmen-

leading this function, whereas that was only the

tation of your supply chains according to differ-

case for 33% of the supply chain performance lag-

ent business and customer needs, a relocation

gards. One reason why supply chain performance

of some suppliers and business operations, and

correlates with senior leadership involvement

a serious investment in new technology to make

may be because the issues span and even extend

your supply chain capabilities smarter. Doing

beyond organizational structures and boundaries,

all that requires leadership as agile and resilient

requiring high-level oversight. Real-time visibili-

as the supply chains themselves, so you can en-

ty by itself won’t increase agility if those insights

visage new scenarios and be better prepared for

aren’t fully leveraged by a corresponding deci-

whatever comes next.

sion-making function in the supply chain management system.
Furthermore, good leadership skills are essential to
make the “coherence check” between the business
strategy and the supply chain strategy. For this, you
need managers who know the right questions to

read more:

Operations Management for Executives
by Philip Moscoso and Alejandro Lago
(McGraw-Hill, 2017).
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The sweeping
change of
net zero

In conversation
with Miguel Duro
Assistant Professor of Accounting
and Control
Director of the Center for
International Finance (CIF)

I

n early 2020, before the pandemic hit Europe, climate activists occupied BlackRock’s
Paris office, accusing the world’s largest asset manager of being complicit in climate
inaction for not pressuring their portfolio

companies to reduce their environmental impact.
Is this fair criticism? Miguel Duro shares what his
research with IESE colleagues José Azar, Igor Kad-

ach and Gaizka Ormazabal has found. And he explains why the transition to a net zero economy is
a trend that no company can ignore.

How the Big Three asset managers
of BlackRock, Vanguard and State
Street are influencing companies
to clean up their acts and lower
their carbon emissions.
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What role do the investment giants play in
influencing companies on the environment?
We studied what impact the Big Three – BlackRock, Vanguard and State Street Global Advisors
– had on companies reducing their carbon emissions. We chose to measure carbon emissions as
opposed to changes in a firm’s environmental

Ester Centella
illustrations :

score, which could reflect greenwashing rather

do try to influence the most polluting companies

than actual environmental improvements.

to reduce their CO2 emissions.

We found that the Big Three were more likely to en-

Yet we generally don’t see them using their

gage with companies with the highest emissions. In

voting power to do that. Why not?

fact, the Big Three focus their engagement on large

Shareholders can exercise their power in three

companies (those with greater potential to have an

ways: voting in shareholder meetings, selling

effect on global carbon emissions) and on those

their shares (aka voting with their feet) or engag-

in which they have a more significant stake (and,

ing directly with the company’s top management

therefore, a greater capacity to influence).

to express their concerns. The Big Three tend
to favor the latter option. As such, to measure

The greater the probability of the Big Three meet-

their influence, you have to consider their com-

ing with CEOs, the more likely it was that carbon

munications with management, not just how

emissions by the company were lower in the fol-

they voted. That said, BlackRock has stated it

lowing year. We observed this phenomenon tak-

would use its vote against management where it

ing effect from a relatively low shareholding of

doesn’t see sufficient progress being made, and

just 3%-4% and intensifying as ownership levels

“will also flag these holdings for potential exit…

increased, notably since the 2015 Paris Agreement.

because we believe they would present a risk to

Our findings support the thesis that the Big Three

our clients’ returns.”
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How important is this influence?

Why not use regulation?

The Big Three are the largest institutional inves-

We need global regulation, but the coordination

tors in the world, by far. Together they control 20-

costs are huge. Different sectors interact with

25% of the shares of the S&P 500 and constitute

each other and contribute to CO2 emissions in

the largest shareholder in 88% of those firms. They

different ways and with different intensities, pre-

own 20% of Citigroup, 19% of JPMorgan Chase and

senting a measurement challenge. This is a point

18% of Apple, to name a few. This puts them in a

made by another IESE colleague, Valentina Ra-

unique position: When they request meetings

poni, who shows that the sectorial impact on CO2

with the CEOs of the companies in which they

emissions in different settings is far from linear,

hold such major stakes, those CEOs generally

which should be reflected in any environmental

don’t say no.

modeling framework.

The Big Three
have an advantage
when it comes to
addressing major
issues like climate
change

The coronavirus pandemic has made deadly clear
the difficulty of globally coordinated action. Leaving it to each country or company to go its own
way on climate change would be just as bad, because we all share the same planet and breathe the
same air. Even more difficult with climate change
is that the true costs may take decades before they
are fully known, and the cause-effect relationship
is not so easy to measure.
Given these challenges, having large asset managers collectively pressing companies on climate
change can serve as a catalyst for change, helping
drive regulatory action by governments.

Granted, having such outsized influence over

What’s in it for institutional investors?

the global economy is controversial. In different

Several things. First, the bottom-line implications

studies, my IESE colleagues José Azar, Miguel

of non-compliance: “Institutional investors be-

Antón and Mireia Giné have found that when so

lieve climate risks have financial implications for

many shares of public companies are held by the

their portfolio firms and that these risks, particu-

same few investors, the effects of this common

larly regulatory risks, already have begun to ma-

ownership can be deleterious, rewarding CEOs

terialize,” according to research published in The

with higher pay even as competition between

Review of Financial Studies.

their firms is reduced, which is ultimately harmful to consumers.

Second, while some individual companies may
resist taking action on climate change because

Despite these concerns about the size of their

its consequences are not yet real to them in their

power and reach, this does give the Big Three a

region, the Big Three, with their multiple hold-

decided advantage when it comes to addressing

ings around the world, don’t have that luxury, so

major issues, such as climate change, that require

they’re more motivated to move everyone in the

a globally coordinated response.

same direction.
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Third, investors are increasingly demanding envi-

owners. But in being the largest representative

ronmental, social and governance (ESG) standards

shareholder, the Big Three are representing the

be met, as highlighted in a report on the rise of

most relevant issues to which management may

socially responsible investing by IESE’s Caixa-

legitimately respond, knowing they are acting in

Bank Chair of Sustainability and Social Impact.

the common interests of shareholders.

Fund managers need to satisfy the demands of
socially conscious customers, especially “to win

Remember, too, that in addition to representing

the soon-to-accumulate assets of the millennial

active investors, the Big Three manage a large

generation, who place a significant premium on

number of passive funds, which usually have long

social issues in their economic lives,” according to

investment horizons. Companies with these types

a European Corporate Governance Institute Law

of investors (or those willing to attract them) will

Working Paper.

have an even greater incentive to pursue sustainability goals.

Finally, as BlackRock Chairman and CEO Larry Fink notes in his 2021 letter to CEOs, all these

All companies would do well to closely monitor

moves are not just because the world is forcing us

these trends. Concern about the environmental

in this direction; instead, he sees the opportunity

impact of companies is growing, not just among

of a “sustainability premium” in transitioning to a

shareholders but among employees, customers

net zero economy. As he explains, companies with

and a multitude of other stakeholders in society.

better ESG profiles not only outperform others,

It’s time for everyone to clean up their acts.

but within the same industry, from cars to oil and
gas, those with ESG profiles perform better than
their own industry peers. The more we do this,
“the better able you will be to compete and deliver
long-term, durable profits for shareholders.”
What are the lessons for CEOs?
CEOs may understandably be concerned that responding to all these demands may lead them to
take their eye off the ball of the business and its

read more: “The Big Three and corporate carbon
emissions around the world” by José Azar, Miguel Duro,
Igor Kadach and Gaizka Ormazabal is forthcoming in
the Journal of Financial Economics.

The report, “New paradigms in purpose, ownership and
engagement” from IESE Business School Insight #155, features
more on this topic as well as an interview with Amra Balic,
BlackRock’s head of EMEA Investment Stewardship. Go to
https://insightreports.iese.edu/en/board-purpose.
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The
upsides of
downward
deference
By B. Sebastian Reiche
and Tsedal B. Neeley

Leaders who find themselves out
of their element can get ahead by
deferring to subordinates. Here we
explain how power can come from
letting it go.
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A

n American executive in charge

It could have gone differently. Another American

of the China market was about

executive working with a different Chinese team

to close a significant deal when

insisted on doing things his way. He was the ex-

she realized the client whose sig-

pert, brought over to lead, so he would do what he

nature she needed had left for

thought was best, despite what his subordinates

vacation. Panicked, she considered couriering the

were telling him. After a year, he was terminated.

contract to the client’s vacation location to secure
his signature – something she would have done if

These two very different outcomes hinged on the

back in the U.S. – but her Chinese team advised

same vital question: To what extent do you, as a lead-

her against it, saying it would be an invasion of

er, choose to yield to your subordinates’ expertise?

privacy that could jeopardize the business relationship. The executive was nervous. This was a

Privileging the judgments of your subordinates

major contract, and the idea of leaving it hanging

forms part of a key leadership practice that we call

when she could just go and get it signed felt ex-

“downward deference.” When leaders with posi-

tremely risky to her. What should she do? More

tional power yield to the expertise of lower power

to the point: what would you do in this situation?

workers and attempt to reduce the social distance
between them, we find those leaders enjoy high-

After taking a deep breath, she decided to defer

er job performance ratings and are promoted to

to her team’s judgment. “Everything inside of me

higher executive levels over time compared with

was like, ‘This is a terrible plan,’ but I’m going to

those who don’t practice downward deference.

trust you,” she said. So they did nothing until the
client came back from his vacation; then they got

Especially for leaders responsible for advancing

his signature and the deal was sealed, albeit not

organizational goals in foreign markets where they

how the leader would have done it.

have limited expertise, networks and influence,
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practicing downward deference is as much a mat-

concerns, dealing with the type of organization

ter of necessity as it is a performance enhancer.

you choose to build and the formal HR policies you

Here we explain the conditions and outcomes that

choose to govern it.

make downward deference a winning practice.

Deference with a difference

Downward deference is not delegation, either. Often when leaders delegate to subordinates, they’re

Often when we hear “deference,” we think of a lowly

offloading unimportant tasks that they don’t have

worker going cap in hand to the boss who manifests

the time or energy to do themselves, so that they

like some sort of great-and-powerful Oz figure. In

might dedicate themselves to what they consider

the popular imagination, deference normally flows

to be the important work worthy of their attention.

upward, from low to high, and woe betide the inso-

But downward deference is voluntarily enlisting

lent subordinates who fail to pay proper respect to

subordinates in the important work; indeed, these

those above them. This conception of “deference

leaders realize they can’t do their job otherwise.

as domination” is consolidated in formal hierar-

In this sense, downward deference is more in line

chical constructs that reinforce social distance and

with the idea of “empowering leadership,” whereby

carry penalties for those who subvert the order.

leaders share power with subordinates to encourage their self-direction.

We opt for a different definition of deference as
“accommodating others,” and we flip it to flow
downward, from high to low. In short, downward

Why do it?

As highlighted in the opening example, leaders

deference is about reducing your own position rel-

who find themselves thrown in at the deep end

ative to another in order to be equal. For leaders, it

in an unfamiliar context are prime candidates for

means relying on your subordinates to bridge gaps

needing to practice downward deference. When

in your own knowledge and expertise, and in doing

companies expand globally, leaders from corpo-

so, advancing organizational goals together.

rate headquarters are suddenly confronted with

To some, this may sound like Holocracy – flat, decentralized, distributed forms of authority and decision-making. That’s not what we mean by downward deference. We’re talking about a personal,
informal behavior that an individual leader may or
may not choose to adopt. Of course, less hierarchical, less bureaucratic organizational models can be
helpful for authorizing teams to self-organize and
self-manage to carry out organizational tasks. But
those are fundamentally structural or normative

Deference
normally flows
upward. We flip it
to flow downward,
from high to low
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distinct stakeholders, languages, cultural norms

managing directors and chief operating officers,

and regulatory frameworks that they often do

and they operated in places that were cultural-

not fully understand, yet they are still responsi-

ly and nationally non-native to them, including

ble for penetrating and cultivating those foreign

Australia, Brazil, China, France, Germany, Italy,

markets. The usual leadership behaviors that

Japan, Mexico, Russia, Singapore, South Korea,

may have served them well in the past – coerc-

Spain and the United States. The company cul-

ing, dangling rewards, relying on their own supe-

ture was very top-down: a hierarchical organiza-

rior knowledge and expertise, or simply pulling

tion with a centralized approach to coordination,

rank – won’t cut it anymore. The expertise may

communication and control.

lie with others, and they need to cultivate new relationships and earn trust before others will fol-

Regardless of their rank or the duration of their

low their lead (known as referent power). Again,

assignment, these leaders all had one thing in

it comes down to matters of personal leadership,

common: limited knowledge of the local cultures,

well beyond any formal authority dictated by the

relationships and customer demands that they

organizational chart.

needed in order to achieve the group’s goals. As
one U.S. leader in charge of the Southeast Asia op-

The leadership
behaviors that
may have served
in the past won’t
cut it anymore

eration put it: “I didn’t know the product set as
well as I probably should have. I didn’t really know
the countries I was doing business in. Not knowing the cultures and the language is one thing, but
now you don’t know the people as well.”
Faced with such a challenge, what do you do?
Here is where you must choose. You can choose
to do what you have always done, essentially cutting and pasting your leadership style from one
place and enacting it in another, as this leader
did: “I don’t adjust my leadership style by the
market nor the people that I manage there. I will
succeed in my role based on my core leadership

A large U.S.-based tech company with operations

style.” Or you can choose another approach, as

in 170 countries – which we will call WorldTech –

this leader did, telling his team: “Let’s invert the

served as the basis for our research. WorldTech

jobs here. You don’t work for me. I work for you.”

leaders were regularly called upon to manage
subsidiaries in contexts in which they had rel-

Leaders who hold higher positional power yet who

atively limited experience. We interviewed 115

recognize that, relative to their subordinates, they

such leaders (88 men, 27 women) whose aver-

have limited expertise, networks and influence,

age age was 49 and whose average tenure at the

can try to bridge such gaps in broadly two ways:

company was 22 years. They were vice presidents,

closing the social distance between them and
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yielding to their expertise. Let’s look at the spe-

team on the ground, to coach them, guide them,

cific actions taken by the leaders we interviewed.

support them,” said one leader. “I also really listen

Reducing perceived
social distance

If members of a group do not feel close to one
another, fissures can form and grow. Converse-

to feedback and try to adopt this.”

Yielding to subordinates’
expertise

The second key feature of downward deference

ly, if people perceive a degree of social intimacy,

is yielding to the expertise of subordinates such

the potential for fissures goes down while mutual

that local team members can influence decisions

knowledge-sharing goes up. The following actions

about local activities. This is shown through the

can help close the distance:

following actions:

seeking connection.

privileging subordinates’ judgment.

In foreign contexts where

This is a

backgrounds, upbringings, schooling, family lives

process (exemplified by the opening example) of

and sporting interests may be quite unlike your

sacrificing something of yourself or relinquishing

own, getting to know your employees to identify

familiar behaviors that worked for you in the past,

common interests becomes all the more import-

and instead consciously relying on and trusting

ant. And not just to be able to make small talk;

the local team’s judgment and their insights into

it helps you figure out what makes your people

how things work.

tick. “Because if you understand the person,” explained one leader, “then you will be able to get

transferring influence.

the best out of them. In focusing on what we need

but then empower subordinates to achieve them.

to achieve as a business, I always keep that indi-

“Once they’ve demonstrated a talent or ability to

vidual insight in the back of my mind.”

do something, I expand their responsibilities very

earning trust.

A precursor to trust is demonstrat-

eral leaders spoke of putting themselves in the

ing culturally appropriate behavior and doing so

middle of the team, not on top, and of voluntarily

consistently. This means adapting to local behav-

diminishing their own standing. Others minimized

ioral norms and working in coordination with your

meetings, reviews and inspections to reinforce the

team, so they see you not as someone from head-

concept of servant leadership and acting more like

quarters who is there more to control than to help,

a coach. Reverse mentoring is useful in this regard.

Leaders set the goals

quickly and let them go and run,” said one. Sev-

but as someone who is responsive, reliable and
genuinely there to add value to their work.

conforming to local hierarchical expecta-

adjacent collaboration.

It is imperative to cre-

structure doesn’t mean there are no hierarchies;

ate contexts of collaboration where leaders can

rather, they show up differently in the form of so-

be seen as partners working in tandem toward

cial norms, and deferential leaders would do well

shared goals. “I really try to collaborate with my

to heed them. This may require ambidextrous

teams, not the next level only, but also with the

leadership, being a high-powered negotiator in

tions.

Working to reduce the formal hierarchical
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one setting but taking the back seat in another.

significantly more progressions into executive

Maybe there are things better said in private than

ranks over time (an average of 2.43 promotions vs.

in public. Especially in Asia, there are “sensitivities

2 for others).

around not being overly aggressive and not being
overly impatient,” noted one leader. “You do have

Moreover, we found that leaders who had previ-

to apply different leadership styles.”

ously spent significantly more time in non-native
contexts and who had experienced cultures more

The leaders in our sample who enacted these be-

distant from their own were more likely to enact

haviors received significantly higher performance

these behaviors. This is not altogether surprising,

ratings from their supervisors (an average of 4.04

given other research showing how transformative

out of 5 vs. 3.44 for their colleagues who did not

learning can be triggered by cognitively disorient-

exhibit downward deference). They also obtained

ing experiences. The more such experiences one

created. If leaders don’t empathize,
then social distance is high. Globally distributed teams are breeding
grounds for high social distance.

Social distance
in remote work
The idea of understanding and
navigating social distance is crucial to leading global teams. Social
distance is now recognized as a
feature not only of the modern
living environment but of groups
of all kinds. It refers to the level of
emotional or cognitive connection
between people. If leaders display
empathy, then social distance is
low, and empathic connections are
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Leaders of global teams are to
collocated teams as urban life once
was to small village life. When much
of the world migrated to working
remotely from home due to the
COVID-19 pandemic, the new class
of remote leaders learned what
global teams have known for some
time: communicating an hour or
so over videochat, no matter how
good the technology, is qualitatively
different than spending extended time together in an office. Not
only do you lose the spontaneous
exchanges of impromptu hallway
chats and multidimensional knowledge of one another, but because
you spend less time in the same
physical proximity, your psychological distance increases.

Leaders who practice downward
deference know that reducing social
distance can move the team culture
from contention and fragmentation to empathy and respect. The
geographical distance and national
diversity that exemplify global teams
can be a source of strength and value that makes one team out of many.
read more: Tsedal Neeley’s book, Remote
Work Revolution: Succeeding from Anywhere,
provides compelling, evidence-based
answers to questions about social distance
and other pressing issues that virtual and
global teams and leaders encounter.

The authors
has had, the more open a leader may be to expanding his or her behavioral repertoire, including downward deference.

Gaining power by yielding it

Given the positive performance and career implications in our study, would it be possible to use
these actions instrumentally as a means of bolstering one’s own positional power? Perhaps, but
that is why an individual’s previous exposure to
foreign experience may act as a buffer to submission being used disingenuously as a tool for domination. Having faced situations where the only
remedy to the asymmetry between their positional power and their lack of expertise was to rely on
others, these leaders would subsequently be acting out of a learned communal orientation rather
than faking weakness simply to gain strength.
Besides, the work-related benefits come as a byproduct of conveying empathetic concern, sub-

B. Sebastian Reiche
(@sebastianreiche) is a
professor of Managing
People in Organizations
at IESE Business School.
His research focuses on
the forms, prerequisites
and consequences of
global work, international human resource
management, global
leadership and knowledge transfer. He blogs
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https://blog.iese.edu/
expatriatus.

mitting to lower-ranking individuals and intentionally subverting the organizational hierarchy

Tsedal B. Neeley
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Fitzhugh Professor of
Business Administration at
Harvard Business School.
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Organizations (2017) and
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Succeeding from Anywhere
(2021). Find out more at
https://www.tsedal.com.

– which is precisely the opposite of what people
with positional power normally do to get ahead.
Those in power normally try to keep their distance, whereas in our study it was only when you
closed the distance that you achieved power.

Finally, all these behaviors could be integrated
into performance management systems, serving

To fully appreciate this, it seems a certain amount

as additional criteria to assess in talent selection,

of deep non-native experience is necessary. As

internal promotion, development decisions and

such, organizations might want to consider of-

future leadership roles. A good global leader is

fering developmental work assignments to non-

open-minded, adaptable, listens and tailors solu-

native settings to learn new sets of behaviors and

tions to fit local realities. As one leader put it: “You

reflect on taken-for-granted assumptions about

just have to change.” Might it be time for you to

how to enact power for advancing individual and

change your own leadership style to incorporate

organizational goals.

downward deference?

But you don’t have to go abroad to enact downward deference. Anyone can nurture personal qualities like humility and the behavior sets
described in this article, tapping the expertise
and knowledge of the functional specialists and
tech-savvy millennials in your workforce.

source:

“How global leaders gain power through
downward deference and reduction of social
distance” by Tsedal B. Neeley and B. Sebastian
Reiche is published online in the Academy of
Management Journal (2020).
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Your
move
Chess is enjoying a
renaissance, as people
search for new forms of
escapism during lockdown.
But for Robert Katende in
Uganda, the game never
went out of style. Indeed,
it’s his strategic tool to
inspire people with hope of
a better life.

But Katende’s purpose went beyond putting food

Gambit, about an orphaned girl who

in bellies. Seeing chess as a metaphor for life, he

becomes a chess champion, was

is determined to show the children – who some

just what locked-down audiences

might see as life’s pawns, expendable and unim-

were craving: Its positive message

portant – that through strategy and hard work, they

“delivered temporary inoculation against toxicity,”
according to Time. But before The Queen’s Gambit, there was the Queen of Katwe. The 2016 Disney
production told the true story of Phiona Mutesi,

can indeed change their lives.

The game begins

Katende’s early life is testament both to over-

another girl who overcame the hardships of her

whelming disadvantages and the role of strategy,

childhood to become a chess champion thanks to

education and community in overcoming them.

a charity chess club run in the Katwe slum in Kampala, Uganda, where she lived.

Raised by his grandmother, herself struggling to
make ends meet, Katende spent his ’80s youth in

The man behind that club is Robert Katende, who

rural Uganda, where he was lucky to avoid the vio-

himself grew up in impoverished circumstances

lence of Uganda’s Bush War.

and chose to dedicate his life and career to giving
other marginalized children some of the chances

When his family relocated to the city, things did

he was lucky to wrest for himself. “I wanted them

not improve. The death of Katende’s mother

to see that their external circumstances did not

threatened to slam the door shut on educational

reflect their internal capabilities,” he says. “I also

opportunities, until two aunties took him in and

wanted to feed them.”

helped him pay his school fees.

Often, the feeding came first. Many of Katende’s

Katende excelled in school. He worked hard,

current and former chess students speak of com-

seeking scholarships, coaching football to be el-

ing to the club in search of their one guaranteed

igible for room and board, and basically making

meal a day – a cup of porridge. Some were even

himself indispensable so his schools would find

ordered to go by their mothers for that reason.

ways to keep him.

Photos courtesy of the Robert Katende Initiative

T

he recent Netflix series, The Queen’s

FULL STOP

Your move

The Queen’s Gambit (left)
and the Queen of Katwe
(right) both depict how
chess empowers young
women to beat the odds.

Strikingly, for a child from a disadvantaged back-

examples like mothers and grandmothers. Chess

ground, and despite a broken wrist at exam time,

terminology and more advanced concepts come

he achieved a government scholarship to study

later. At the beginning, they just need to play.”

civil engineering at Kyambogo University. Rather than pursuing a lucrative job in his field after

Katende also makes a point of having the children

graduation, he instead went to work for Sports

be responsible for each other. In Phiona Mutesi’s

Outreach in the Katwe slum, where he eventually

case, he asked a younger player, Gloria Nansubuga,

started the SOM Chess Academy. His engineering

to teach her the game. This served a twofold pur-

degree still came in handy, though: He built his

pose: “It humbled Phiona to learn from someone

own house and also the houses of some chess club

younger than her, and it increased Gloria’s self-es-

participants. And he now anticipates building the

teem, confidence and sense of leadership.” (Nan-

SOM Chess Academy School.

subuga has gone on to become a world-class chess

Play time

The chess academy started as an offshoot of a
more popular football club. Not all the children
who came for the porridge stayed for the game, but

champion in her own right, attaining a Master title
from the international chess federation FIDE.)

No timeout

When teaching vulnerable young people, there

for those who did, Katende began to build the leg-

is often no end to the workday. Katende has or-

acy that has transformed the neighborhood today.

ganized emergency food supplies for families
and even taken in children who were in impos-

In the beginning, he had a single plastic chess

sible housing situations to temporarily live with

set, which was entrusted to the care of one of the

him and his wife. Mutesi was one such child. She

children. All of the participants started from zero,

stayed in the Katende household for seven years.

and many had little or no formal education. How
do you teach chess to eight or nine year olds who

He also found ways for his students to compete

have never been to school?

in chess nationally and internationally, hosting
events and arranging transport. When Disney

“You contextualize it for them,” Katende says. “You

came calling to make the movie, he coached some

use the vocabulary and technology they are already

of the children for small roles in the film and

familiar with. Football, for example, or real-life

helped them get passports to travel for filming:
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no easy feat, as many of the children did not even

Beyond the economic support, many of the acad-

have birth certificates.

emy alumni speak of how their lives have been
transformed thanks to chess, teaching them to

The chess academy provides academic scholar-

think and plan in ways they had never known be-

ships, helping to pay school fees for promising

fore, and thanks to their coach, who held them

children. Katende identifies those who show po-

accountable, encouraged them to work hard and

tential and channels them to schools where they

taught them to never give up.

can realize it. Many have made remarkable progress, going on to university and then to work as

Former students have spoken admiringly of Ka-

teachers or engineers, often mounting their own

tende’s ability to turn hardship into positive en-

chess clubs on the side. Two former chess stu-

ergy and to “get the ghetto out of the kids’ heads.”

dents, Mutesi and her teammate Benjamin Mu-

His philosophy has always been “not to coddle,

kumbya, are both studying on full tuition scholar-

but rather to mentor; this means that, in addition

ships at Northwest University, near Seattle, in the

to your support and encouragement, they also

United States.

benefit from rebuke when necessary.”

“Everyone has a
seed of excellence
that needs to be
nurtured to harness
their God-given
abilities”

—Robert Katende
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“Chess enhances
students’ academic
performance and
teaches soft skills”
COVID puts plans in check

The international spotlight put on Katende’s chess
academy has enabled it to expand beyond what
originally seemed possible, with donations of time,
resources and chess boards coming from around
the world.
But like all good strategists, Katende is always
planning ahead. Inspired by the twin benefits of
chess and education, he hopes to build a school
that will focus on traditional academics but also on
“using chess principles and concepts that not only
enhance the students’ academic performance but

How chess prepares
you for life
Find the best move

Each move you make should have a purpose.
A good opening leads to a good middle and a
good endgame.

Focus on winning the war
While you’re chasing lowly pawns, your
opponent may be thinking bigger.

Challenge yourself

be more articulate in their daily lives.”

To improve, sometimes you need to face
opponents who are better than you are.

So far, a plot of land has been acquired, but the

Sacrifice

also teach the students soft skills that help them

coronavirus pandemic has put plans on hold. Although Uganda has not been hit as hard as other
countries in terms of case numbers, the general
shutdowns have affected local economies, particularly areas like Katwe where many live hand to
mouth and even the slightest disruption to normal
daily life can have major consequences. Throughout the pandemic, Katende’s association has been
focused less on chess and more on getting food
parcels to the approximately 400 families associ-

Position trumps material. Sometimes it’s worth
losing a queen to reach that checkmate position.

Don’t crumble under pressure

You may find yourself unexpectedly in check.
Staying flexible and keeping your cool lets you
explore new options and keep moving forward.

Never lose the lesson

You can’t win every game, but make sure you
always learn something, even from your losses.

ated with their organization.
In Katwe, chess was always about survival more
than mere entertainment. And this year, everyone’s
strategizing skills are being put to the test.
article by:
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Emily McBride

more info:

Tips taken from Robert Katende’s book, A knight
without a castle: A story of resilience and hope (2019).
For more on the Robert Katende Initiative or SOM Chess
Academy, visit https://www.robertkatende.org.
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