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CHAIRMAN’S COLUMN

We must all engage
for the greater good
W

elcome to the summer 2016 Chairman’s column. I
would like to cover two topics which I have been
thinking about recently. The ﬁrst is the fun of
meeting up with Institute colleagues at different events and
venues.
I was lucky enough to be in this position a few weeks ago at
the Amazon Fulﬁlment Centre, Rugeley, Staffordshire. A group
of Institute members met up for the afternoon guided tour. On
arrival, it felt a bit like being a new associate on their ﬁrst day.
The staff mantra which is ‘work hard, have fun, make history’
was put forward as how we should think of our time on the visit.
As productivity experts, it was fascinating to see how everything
ﬂowed at a steady pace in such a large building, which measures

around 700,000ft2. Each of us on the tour had a slightly different
interpretation and previous experiences to share. For example,
long standing Institute member, Trevor Batchelor, from Roll
Royce, was particularly interested to compare the Amazon
Fulﬁlment Centre with a previous generation warehouse he
visited in 1983. Trevor recalled this as the Lex Wilson hub in
Nuneaton. At that time, it was one of the new generation of
spoke and hub distribution systems. Coincidently, I read an
article a few days after the visit, about Amazon’s programme
of automation; robots to transport goods across the vast
warehouse ﬂoors. Not yet present at the Rugeley site, but
already rolled out at the Doncaster Fulﬁlment Centre.
The second, following on from meeting with colleagues, is
the productivity community which we can all claim to be part
of, to a greater or lesser extent. There are three points which I
consider to be important.
1. UK productivity is often described as a puzzle, due to its
poor performance compared with other countries – a strong
community of professionals represented in every industry and
service is a prerequisite for addressing this imbalance.
2. It is not just productivity professionals that are part of this
community; government, unions, employers and employees
must also engage for the greater good.
3. Our Institute has a strong community ethos, which is a good
example to others. It is up to all of us as members to continue
to promote this situation with people we meet in our
professional lives.
Finally, I read the following few words recently and thought
I would share them – think about our belief that improving
productivity beneﬁts everyone when reading them: ‘If you’re
prepared to put the legwork in with absolute tenacity, have an
open mind to new opportunities and have belief in your ability
to succeed, you’ll be an unstoppable juggernaut and a force to
be reckoned with.’
Julian Cutler, Chairman

Our Institute has a strong
community ethos, which is a
good example to others.
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WEST MIDLANDS REGION

Bletchley Park

O

n Saturday 12 March, a party from the West Midlands
Region toured Bletchley Park, the World War II British
code breaking headquarters. The work at Bletchley Park
reduced the war by two years and was one of the most closely
guarded secrets of the war. It was only some 30 years after the
end of World War II, in the late 1970s, that the work at there
became public knowledge. The German Armed Forces in World
War II regarded their Enigma coded messages as unbreakable,
but this turned out not to be the case.
In 1938, Bletchley Park country house and grounds in
Buckinghamshire, was purchased to be the headquarters for
Britain’s code breakers and intelligence gathering. Britain’s
leading universities were scoured to ﬁnd mathematicians and
others from a variety of backgrounds to work at there. Among
the distinguished academics recruited were Alan Turing and

The House and grounds – Bletchley Park. A reconstruction of a Bombe machine
A portable Enigma machine showing the key board to input the message character,
the rotors used for setting the encryption and the output illuminated display for the
encrypted character

Amazon retail revolution

O

n Tuesday 26 April, a group from West Midlands Region
visited the Amazon Fulﬁlment Centre at Rugeley,
Staffordshire. The building is huge – about one third
of a mile long and the internal structure is an open space;
but within this there are four stacking towers and connecting
ﬂoors and a maze of conveyor belts. All operations are totally
dependent on Amazon’s IT systems, from the moment inward
goods are received from the supplier or manufacturer, to
moment they are despatched to the courier for delivery to the
end customer. A very impressive operation.
Amazon began operations in Seattle, USA just over 20 years
ago selling books online from a garage, and in two decades
has grown into a multi-billion dollar global company which has
transformed retailing. The Rugeley centre holds thousands of
product types and tens of thousands of items in the stacking
towers – everything from CDs to pet food.
On receipt of a pallet of goods from a supplier, these items are
unpacked and checked to make sure the correct items have been
received and are in good condition. Then the individual items
are stored randomly in whatever vacant bin space is available.
So each bin contains a random range of product items but each
product item is recorded on the IT system with the location of
the bin. When a customer order is received for that product item
the system directs the picker to the nearest bin.

Gordon Welchman, who were both to play vital roles in the
work at Bletchley Park.
Polish military intelligence had been able to break the German
Enigma codes in the 1930s and with the invasion of Poland, the
Poles shared their knowledge with the British and French, and
provided an example of the Enigma machine to British intelligence.
Welchman, Turing and others wrote directly to Winston
Churchill the Prime Minister, and gained his support to give
the highest priority to providing people and materials to the
Bletchley Park operation. To aid and speed up the code breaking
operation, the ‘Bombe’ electro mechanical machines were
developed by Alan Turing and improved by Gordon Welchman.
Eventually, nearly 10,000 people were employed at Bletchley
Park, with 200 Bombe machines, to help decode the messages.
Towards the end of the war the Colossus electronic computer
was developed to help in decryption.
It was claimed that in the Western Desert campaign, General
Montgomery commander of the British forces, was reading
messages sent from the German High Command in Berlin to
their commander, before Field Marshal Rommel the German
Afrika Korps commander had received them. But great care had
to be exercised in how the information gained by Bletchley Park
was used, so that the German High Command did not suspect
the Enigma coded messages were compromised.
As ever, the weak point of the German Enigma system was the
human element. German operators were careless and took short
cuts, and had particular styles and formats which they tended
to use over and over again. This helped the code breakers to
decipher the messages. Bletchley Park really was one of Britain’s
wartime triumphs and best kept secrets.
The advantages of this approach are that particular product
items are scattered across the store areas, so if there is large
demand for a particular item there is no congestion or
contention from the pickers trying to get the same product item,
and most items are within a short distance of the picker. Also,
since each bin contains a random selection of different products,
the picker can easily identify the particular item they require for
the order.
At all stages, the customer order is checked to ensure the
correct items have been picked, including automatic weighing
of the parcel to ensure it is within the expected weight for the
order, and only at the ﬁnal point of despatch is the customer’s
name and address label printed and applied to the parcel.
All stages of the operation are entirely dependent on complex
sophisticated IT software systems, so these systems have to
be very resilient. About 1000 permanent staff are employed
at Rugeley, supplemented by seasonal workers to meet peak
demands such as pre-Christmas orders. It was pointed out that
Amazon do not operate zero hours staff contracts, and seasonal
workers are given a minimum of 21 hours per week contracts.
Most permanent staff work the same 10 hour shifts for four
working days with three days off.
A very interesting insight into how goods you have ordered on
line reach your front door.
John Hopkinson,
Chairman, West Midlands Region
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EAST MIDLANDS REGION

SCOTTISH REGION

Adam Smith Global
Foundation

T
Visit to the Thorntons
chocolate factory on
Wednesday,
23 March 2016

A

party of members and family/friends from the
East Midlands Region visited the chocolate/toffee
production factory at Somercotes, Derbyshire.
Like many businesses and production units, Thorntons has
had problems and difﬁculties which have had to be addressed.
In 2009, 35% of sales were in the seven week period before
Christmas and a further 10% before Easter; the impact of this
on both manufacturing and service were signiﬁcant, with
overtime working and temporary staff covering the increased
necessary positions. In addition, supermarkets have been
developing their own-brand chocolates and engaged in a
price war with each other, which has hit Thorntons’ sales. The
company has been developing and implementing various other
business models over recent years to meet the changing market
conditions. In June 2015, the Italian chocolate maker Ferrero
purchased Thorntons for £112,000,000. It is expected that the
new owners will continue to create and deliver the strategy
and vision of transforming Thorntons into an international
consumer goods business.
The IMS visiting party toured the entire production/packing/
dispatch areas. The plant was very modern and automated
wherever possible and the extensive and thorough tour took
about three hours.
In order to comply with the current food hygiene legislation,
certain policies, procedures and practices have to be adhered
to, maintaining the necessary standards of food production. For
example, no jewellery could be worn by staff or visitors, with
the exception of one plain solid band ring.
Overall, it was a very interesting and informative visit which
was enjoyed by all members of the IMS.
John Davies
Chairman, East Midlands Region

he Adam Smith Global
Foundation held its
‘Traditionally Inspired
Dinner and Entertainment of the
Period’ on Friday 22 April, at Fife
College’s Adam Smith Campus,
Kirkcaldy.
Marilyn Livingstone, CEO
Left to right: Mr John Sim CEO of PKF
of the Adam Smith Global
International Limited, Mrs Marilyn
Foundation, welcomed the
Livingstone, CEO of the Adam Smith
Global Foundation and Dr Andrew Muir,
160 guests to the dinner
Deputy Chairman of the IMS.
and thanked them for their
attendance and support. She then outlined the various
developments that were taking place, including those at No 1
Adam Smith Close (the Adam Smith Heritage Centre).
Entertainment during the evening was provided by Fife Youth
Arts (FYA) who transported guests from Scotland to France to
Italy then to America, in recognition of Adam Smith’s travels.
The young ﬁlm makers from FYA showed a short ﬁlm they had
made of the new Heritage Centre. Mr Michael Levack Chairman
of the Foundation, closed the event, By thanking all those that
had contributed to the evening and, in particular, the guests for
their attendance and their generous support.
A splendid evening indeed and one beﬁtting the memory of
Adam Smith.
Scottish Region Secretary

NORTH WEST REGION

T

he North West Region has this year organised an
interesting programme of events for Region members. In
April, an interesting Productivity Forum was organised and
in May we had an event designed to assist members’ research of
their family history at the Family History Centre in Chorley.
In 2016, we introduced a new innovation by sending email
newsletters to all North West Region members. The newsletters
contains details of region events and items of productivity news.
We hope you have enjoyed receiving the newsletters and would
welcome your comments on the content.
We hope you will support the Mini Conference we have
arranged for 16 July and a visit to the World of Glass, later in
September; both will be held on Saturdays.
To book a free place on at the conference please email your
contact details to: imscoord@ims-stowe.fsnet.co.uk.
16 July 9.30am to 12.30pm: Mini Conference,
Use of Key Performance Indicators.
17 September: Visit to the World of Glass St Helens.
Geoff Yeomans, Chairman, North West Region
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Where
else
would
you be?
I suggest that there is nowhere one would rather be than within the
management services ﬁeld, says John A Bottomley MA.

H

aving worked and researched in this area for almost
70 years, I am honoured to write this article for the
Institute of Management Services and its members.
So what is the IMS all about anyway? It has a knowledge
bank that covers the whole gambit of services to assist
managements, administrators and supervisors to become
more productive in their daily work, whichever sector of
society that may be.
Of course, in the early days, the Institute of Management
Services used to assist organisations by primarily employing
techniques such as method study and work measurement.
Now, the objectives stated in the management services
body of knowledge can be summarised as productivity
and quality development, and continuous performance
improvement in the following areas: management control,
business transformation, human resources management,
quality management, method study, work measurement and
information management, a far cry from the early days of
the Institute.
I have been associated with the work ethics of this
Institute for about 67 years and in that time I have met,
worked for and worked with, some of the scions of the

work study world, the world of consultancy, the world of
management and the world of several industries.
Today, in the early years of the 21st century, what is
different from doing a management survey in 1949 and
2016? I would suggest that we are now at the stage of
stating that when we do a survey for management, we
must consider how the suggestions for change we make
will affect the environment in which we live? We have to
concentrate on the bottom line, surely, but what should the
bottom line consist of? The bottom line should not include
a method that causes disastrous effects to the environment.
Examination of the body of knowledge shows me that there
are ample skills and knowledge available for members of
the Institute to use. Problems that may be examined could
include problems to the environment. The skills are there to
enable these problems to be solved.
Let this be a lesson; we should remember that the main
reason for management studies in the first place was to
increase the profit of the corporation. Everything else was
secondary to that. Now we have the problem of climate
change and that changes everything. How will management
services advise industries about these issues?

Management Services
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I did my initial training in management skills at the
Manchester College of Commerce, where I was given a
scholarship after WWII, to study for a year. The course was
designed by Lt Colonel Lyndall Urwick and other members
of the British Institute of Management. My point here is
that this course developed into what is now a Bachelor of
Management. One can also become a Master of Management
Studies and even gain a PhD in management studies.
Therefore, progress has been made in what was once an
area where academic qualifications did not even exist. What
other developments will there be? Who knows, but there is
certainly a need for more and more expansion in the world
that surrounds the management of the workplace, and the
management areas that surround the sustainable world we
all hope for. The political world still needs, in my view, a lot
of critical examination.
My first job was to assist an industrial consultant from
Associated Industrial Consultants, to develop and install
a new method of organising the work practices for the
employees of a ring spinning mill in Lancashire. This involved,
as well as method and time study, training in discussions
between management and unions; all that at the tender age
of 23 years old. Since then I have been involved in several
work study projects, mainly in the corporate world. At many
stages during this journey, it was noticed that there were
serious problems with waste and environmental problems
arising due to the use of fossil fuels in industry. Not much
notice was taken of these environmental problems. I hope
the discourse becomes different as the world gets warmer.
May I turn now to a little bit of name dropping... Russell
Mackenzie Currie was the person in charge of the work study
department of Imperial Chemical Industries during the 1950s
and early 1960s. Whilst he was there, as well as managing his
own section, he was asked to develop the skills and training
of work study persons in the Army, Navy and the Air Force.
Russell Currie always welcomed members with a cheery
smile at the many courses Imperial Chemical Industries (ICI)
used to organise at Millbank, the London Headquarters of
ICI. Many work study engineers, trained by ICI, owe their
future careers in management services to the courses run at
ICE, Millbank.
I turn now to my next name, EFL Brech, whose books many
of you must have read. Edwin Brech ended his career in
the area of management services as the managing director
of the Construction Industry Training Board (CITB). This
training board could be viewed as a model for any training
organisation, and a pioneer of training methods for many of
the skills and knowledge needed to manage the numerous
businesses existing in the construction and building areas of
the United Kingdom business structures. The organisation has
recently celebrated its 50th anniversary.
The Construction Training Board developed the very first
training programme for scaffolding. It ran from 1966, and
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to my knowledge, is still running. I left CITB in 1969 and
now live in Australia. The construction industry and the
technical schools in Australia still use the training manuals
and education plans that the CITB has developed over its 50
years in existence. The head office of the CITB is at Bircham
Newton, Norfolk, and the courses at Bircham Newton include
plant operator training and management courses. There are
also branch training establishments in England, Wales and
Scotland.
I might add at this last stage, that when the first recruits
to the training boards were recruited, experience in
management services work was an important factor as far as
staff selection was concerned. After all, what could be more
important for a training officer than to have experience of
what ‘work’ was all about. There is a need to understand
the key issues contained within the work he/she is studying,
of ‘skills and knowledge’ – and how important they are
to enable the researcher to develop and prepare a critical
examination of what the ‘work situation’ is all about. This
surely applies to any level of occupation, whether it is on
the shop floor, the office, management areas, or the board
rooms.
In its 75 anniversary year, the Institute of Management
Services still has an important role to fulfil, especially in the
UK where productivity is at its lowest since records began.
The gap in productivity between UK Plc and other world
economic powers is at its lowest ever, with British output per
hour worked 18 percentage points below the average for the
six other members of the G7.

The main reason for
management studies in the
ﬁrst place was to increase
the proﬁt of the corporation.
Everything else was secondary
to that. Now we have the
problem of climate change
and that changes everything.
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The digital world and productivity

M

any of today’s governments are still thinking too
small about information technology, looking
narrowly and viewing IT as ‘the problem’. This
attitude diverts attention from how the use of technology can
shape organisational strategies.
In its early years, IT was itself the problem due its high cost,
difﬁculty of use, and could be applied only to high-volume,
highly structured processes such as accounting.
Over the decades, however, driven by productivity that
doubles every few years, the digital world has dramatically
changed. Compared to 1969, when man ﬁrst landed on
the moon, digital tools are now more than a billion times
more productive. And users have grown from a small group
of technology specialists to a near-majority of people with
‘screen-ﬁrst’ lifestyles. Given the social, economic and political

Scotland:
Scottish productivity
outperforms the UK

S

cotland’s Deputy First Minister John Swinney has welcomed
news that productivity in Scotland outperformed the rest
of the UK in 2014 and across the period of recession and
recovery. Ofﬁcial statistics recently published show that output
per hour worked in Scotland – a measure of how much output
the economy produces in each working hour – has grown 4.4%
since 2007. That compares to UK growth of 0.2% on its 2007 level.
In 2014, output per hour worked in Scotland increased by
1.3% in real terms, compared to 0.4% for the UK. Scottish
productivity is now catching up signiﬁcantly with UK levels,
increasing from 92.2% of the UK average output per hour in
2007, to 97.6% of the UK average in 2014.
Commenting on the statistics, Deputy First Minister John
Swinney said: “These ﬁgures show that Scotland’s productivity
performance is improving and catching up with UK levels.
Output per hour worked grew by 1.3% in real terms during
2014, and Scotland is the only nation or region of the UK to
improve its productivity performance, relative to the UK average
in recent years.“

forces of our present digital world, should we be looking more
broadly and upward to make and implement smart strategies?
It is the role of governments to measure and create societal
value. This is much broader than the value from IT productivity
alone. It requires governments to make data and analysis
available on bigger issues and goals. We need to use moreobjective data to assess whether we are getting a good return
on income per-capita, life expectancy, social equity and citizen
satisfaction.
The objective should be to use information to make
progress toward the major goals of government. Some
governments have been very successful at this. Singapore, in
conjunction with ‘intelligent island’ investments in information
infrastructure and services, saw annual per-capita income
improve from $511 in 1965 to over $56,000 in 2010.

Computers after
World War ll

T

oday it’s hard to imagine life today without
computers, but computer technology was not
warmly welcomed in Germany following World
War II. That’s the conclusion Assistant Professor Corinna
Schlombs, who teaches history in Rochester Institute
of Technology’s College of Liberal Arts, found while
studying productivity and trans-Atlantic technology
transfer and their impact following the war.
“The American government was bringing computers
to western Germany after World War II, as productivity
machines to help raise their standard of living,”
Schlombs said. “Germany looked at them as automation,
machines that would bring poverty and technological
unemployment. It’s a very different reception than the
Americans had expected.”
The supply of computers to Germany was part of
the Marshall Plan initiative to help rebuild European
economies following World War II.
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VW workers reject call
for improved productivity
as unrealistic

V

olkswagen AG’s inﬂuential works council has recently
rejected a proposal to improve productivity by 10% as
‘unrealistic’.
Herbert Diess, who joined Volkswagen last year to head its
namesake brand, is seeking efﬁciency gains as part of an overhaul
at the carmaker’s largest unit. His 12-point plan, which includes a
call for cultural change and a ‘new Volkswagen’, has angered labour
leaders, who blame management for the current crisis at VW.
“We haven’t agreed to it, and that’s because we consider the
targets unrealistic,” Bernd Osterloh, Volkswagen’s top labour
representative and a member of the company’s supervisory
board, said in an interview on a union website. “I don’t like it
all, when now others act as if everything at Volkswagen needs
to be reinvented.”
An open dispute between Diess and employee representatives
would complicate efforts to bring about working changes.

Workers are unusually powerful at Volkswagen. Not only do they
control half the seats on the supervisory board, similar to other
German companies, but they also inﬂuence the government
of Lower Saxony, the carmaker’s second-largest shareholder,
because of the size of Volkswagen’s workforce in its home state.
Volkswagen’s total costs for the emissions scandal have yet
to be tallied. The company has so far set aside 6.7 billion euros
($7.3 billion) so far for repairs to 11 million vehicles with engines
rigged to pass emissions tests, but it also faces hundreds of
lawsuits and ﬁnes from regulators.

Inadequate managers
are denting productivity

N

Financial fragility of
workers is impacting
UK’s productivity

A

new study entitled Working Well, from the Social
Market Foundation think-tank, conducted in partnership
with ﬁnancial employee beneﬁts provider Neyber, ﬁnds
that one in eight workers (13%) report that money worries have
affected their ability to concentrate at work.
The study found that over a quarter (27%) of workers are
at the tipping point ﬁnancially, with the number of workers
reporting ﬁnancial difﬁculties doubling over the last 10 years.
The study shows that low ﬁnancial resilience is a signiﬁcant
cause of stress across the UK workforce.
Katie Evans, SMF economist, the report’s author, says: “The
UK’s workforce lacks ﬁnancial resilience. It’s clearly affecting our
ability to concentrate at work and blunting our productivity.”

ew research by the Chartered Institute of Management
(CIM) has revealed that companies are suffering
from low productivity as a result of overworked and
overstressed staff not performing to the fullest.
Managers who said they experience the most stress, had the
lowest levels of productivity of those surveyed (less than 70%),
while managers who were free from stress reported productivity
levels of more than 90%.
CMI companion, Sir Professor Cary Cooper, one of the lead
authors of the CMI Quality of Working Life report, said the
ﬁndings lead him to fear for the future of the UK economy
and the workers that drive it. “The long hours culture is very
worrying,” he said. “We have a productivity issue in the UK:
we are seventh in the G7 and seventeenth in the G20 on
productivity per-capita. He indicated that Germany was one of
the top in the world for productivity per-capita, but also had the
lowest number of average hours worked in the world at 35.
The Quality of Working Life survey also found that more
open, empowering management styles are connected to lower
levels of stress, higher job satisfaction and greater personal
productivity, than more ‘command and control’ styles.
The worst generate up to four times more stress than the best:
as many as 28% of those whose line managers are secretive
or suspicious in style report that they often feel stressed
– compared to just 7% of those whose managers who are
empowering.
Professor Cooper said that this was evidence enough that staff
were being let down by inadequate managers who had not
been given the proper training to allow them to prosper in their
position of leadership.
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One in
three UK
workers
are in the
wrong job

N
Sustainable work and
healthy ageing for all

I

n April 2016, the European Commission launched a Europe-wide campaign to promote
sustainable work and healthy ageing for all.
The European Commission and the European Agency for Safety and Health at Work (EUOSHA) in co-operation with the Netherlands EU Presidency, launched a two-year Europe-wide
campaign: Healthy Workplaces for All Ages, which is the world’s biggest campaign in this area.
Focusing on sustainable work and workplace safety and health in the context of the ageing
workforce, the campaign provides a timely reminder that the younger workers of today are the
older workers of tomorrow.
The campaign focuses on Europe’s enterprises (both private and public) and the need to
promote sustainable work and healthy ageing from the beginning of working life. By doing
so, they will be protecting their workers’ health up to and beyond retirement age and their
organisations’ productivity.
Commissioner Thyssen highlighted the timeliness of this campaign topic: “At a time when there
are important discussions going on about the future landscape of occupational safety and health
in the EU, this campaign is extremely relevant. We need to start now to cater for the needs of
Europe’s future workplaces and workers. Workplaces that address the health challenges of an
ageing workforce gain in productivity. This is good for workers and good for business.”

ew ﬁgures released
by the Ofﬁce for
National Statistics
(ONS) suggest almost
one-third of UK workers
are either overeducated or
undereducated for their jobs.
In another blow to hopes
that the UK can lift its
productivity growth out of
the doldrums, data from the
ONS shows the proportion of
workers ‘matched’ to their job
has dropped in recent years.
The ONS said one in six
workers were overeducated,
echoing other reports that
skills are being wasted in
UK workplaces. Previous
ﬁgures from the ONS have
highlighted the proportion of
university graduates in nondegree level work.
The ﬁgures highlight how
the UK is underusing a lot
of talent, with women and
people in part-time jobs
employed in occupations for
which they are overeducated.

Irish workers unhappy, but productive

I

rish workers are more productive than most, but the majority
are unhappy with their jobs and many ﬁnd their work-life
balance challenging, a study shows. Research conducted by
Qualtrics, a US research company with European headquarters in
Dublin, reveals that, compared to other countries, the Irish worker
has above-average levels of personal productivity at work.
While the Irish say 67.3% of hours worked are productive,
51.2% said they were dissatisﬁed with their job. This compares to
Germany (72% of hours) and Italy, which reported less than half
(48.5%) of hours worked being productive.
Results of the 2016 Global Attitudes Toward Work report, which
provides insights into what is important to workers in Ireland
and globally, found that while Irish workers have relatively high
productivity levels, they also exhibit low concern for punctuality.
More Irish people are dissatisﬁed with their job (51.2%) than

those who are ‘extremely or moderately satisﬁed’ (48.8%). The
Germans, French, and Americans all report the highest levels of
satisfaction with their jobs, at just over 64%.
When asked about work-life balance, the French and
Americans report the greatest satisfaction, with 68% stating
they are extremely or moderately satisﬁed, compared to 50.5%
of Irish workers and the Greeks, who report the lowest levels of
satisfaction (36%).
Qualtrics gathered, analysed, and compared responses from
approximately 6250 respondents in Australia, Canada, France,
Germany, Greece, Ireland, Italy, the Netherlands, New Zealand,
Poland, Spain, Sweden, the UK and the US. Questions asked
regarded work issues, ranging from productivity and motivation, to
work-life balance and punctuality, management, work attire, and
job hunting.
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BOOK REVIEW
Neuroscience for
Leadership
Author:

Tara Swart, Kitty Chisholm,
Paul Brown
Publisher: Palgrave McMillan (2015)
ISBN:
978-1-137-46685-3
Pages:
260

CATEGORY

WINNER
PRACTICAL
MANAGER

Neuroscience is changing our
understanding of how the
human brain works and how
and why people behave as
they do. This book seeks to
bridge the gap between what
is a rigorous science, and the
practical needs of a business
to understand how humans
behave as they do.
The book explores how
neuroscience can assist
employers, by providing a
practical guide on how they
engage and motivate their
employees. This is a stimulating
book which is full of useful insights and advice on practically
every page, that fully explores how to manage emotions,
communication, decision making.
Many businesses are faced with the issue of enabling people
to do simple things they ﬁnd difﬁcult to do. In this book, the
authors provide guidance on how management training can be
enhanced by the application of the science of neuroscience, in
order to motivate staff and improve productivity.
The book is well researched and ﬁnely-written, and explains
in detail how neuroscience and scientiﬁc brain network research
can improve decision-making skills, employee motivation, and
organisational growth. This is a must read for any manager who
wishes to have a happy and motivated staff.

Frugal Innovation –
How to do more
with less
Author:
Publisher:
ISBN:
Pages:

WINNER

Navi Radjou and Jaideep Prabhu
Proﬁle
978-1-78125-375-5
252

Frugal innovation is about
innovating in the most simple,
ingenious and efﬁcient way
possible, using the minimum
resources. While the philosophy
of lean principles are
meaningful, the lean concepts
is quite limited when it comes
to innovation. This is where
concept of frugal innovation
comes in and it completely
changes one’s mind set about
understanding and adopting the
techniques of innovation. Small
start-up businesses don’t need big R&D budgets but they can
innovate at very little cost. Frugal is not about producing cheap,
low quality products, but instead is about delivering great value
products at an affordable price for both the consumer and the
environment.
In this book, Navi and Jaideep suggest six principles one can
follow to understand and adopt frugal innovation. Every step of
the way, the authors use numerous case studies and examples
from both emerging and western countries to build the
principles. The book also helps you understand that there are
now many ‘emerging markets even within western markets’ that
are poorly served by traditional business models.
Increasingly, people want businesses to recognise the dangers
relating to the sustainability of our planet. In their book Navi
and Jaideep demonstrate how to use frugal innovation to
develop solutions to sustainability issues.
The authors in Frugal Innovation, have produced a good
read and in so doing, are clearly charting out more than just a
new masterplan for increasing proﬁt. They are also sketching a
business world which empowers employees and customers alike,
to deliver greater value across the board.
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BOOK REVIEW
When Digital
Becomes Human
Author:
Publisher:
ISBN:
Pages:

Steven Van Bellegham
Kogan Page (2015)
978-0-7494-7323-5
199

Big Data
CATEGORY

WINNER
COMMUTER’S
READ

In this age, when customers
have almost unlimited
digital access to data about
a company and its products,
customer attitudes towards the
company are vitally important
if the company is to maintain
a competitive advantage. This
book explores the concept
that success does not rely
solely on digital engagement
and excellence, but rather on
creating a digital-ﬁrst attitude
with a human touch.
Steven’s book on marketing
in today’s digital world is a
must read for everyone who is looking to improve the powers
that shape the business landscape across all industries. Both
marketers at small start-ups, as well as those working in large
companies, will value Steven’s vision on the future of the
customer relationship.
A key focus of this book is the concept of adding a human
touch to digital marketing experiences, backed up by real-world
case studies and examples from companies such as Amazon, Nike
and Toyota.
The book makes many predictions as to the digital future of
business and most will come true, however I suspect that the
author’s prediction of a cashless society will not happen, as
customers like cash and currently do not trust banks.
It’s not a ‘how to’ book but it gives numerous examples of
enterprises who act on being digital without forgetting the
human touch. It also gives a glimpse into the future.

Author:
Publisher:
ISBN:
Pages:

Bernard Marr
Wiley (2015)
978-1-118-96583-2
246

CATEGORY

WINNER
MANAGEMENT
FUTURES

Bernard Marr is one of the
world’s most respected voices
when it comes to data in
business. Currently, the hot
business topic is big data, and
we all need to know what it
is and how it works. This book
by Bernard Marr on big data
will give a clear understanding,
blueprint, and step-by-step
approach to building your
own big data strategy. This is
a well presented and practical
introduction to actually
putting the topic into practice.
Illustrated with numerous
real-world examples from a
cross-section of companies and organisations, Big Data will
take you through the ﬁve steps of the SMART model: starting
with strategy, measure metrics and data, apply analytics, report
results and transform.
The book is a brilliant introduction to the concept of big
data, perfect for anybody who would like to know what it’s all
about and how this can be of beneﬁt. The book is well written
and provides great insight into the world of data analytics and
unstructured data in particular. No real prior knowledge is
needed to understand the concepts discussed, but the author
goes into sufﬁcient depth to provide insight for even a hardened
veteran data scientist.
We live in an age where there is data everywhere. This book
is about how we can make sense of data and learn to use it to
develop a business strategy. Aimed at every business that uses
data in one form or another, this book makes sense of the topic
and as such, is essential reading for anyone seeking to make
their business productive and efﬁcient.
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EMERGING ECONOMIES SERIES

An economic perspective
of the MINT nations
This four part series examines the emerging economies of the MINT1 nations
(Mexico, Indonesia, Nigeria and Turkey). In the second paper of this series we
examine Indonesia – its immediate past, present and future political, economic
and social challenges. By Dr John McManus.
National vision, strategy and challenges
Indonesia is an archipelago nestled in the Asian peninsula along
the Southeast area lying in the middle of Indian and Paciﬁc Oceans.
The country is enveloped by Malaysia along the island of Borneo,
by Papua New Guinea along the province of New Guinea and East
Timor along the island of Timor. Indonesia has abundant natural
resources; (tin, copper, nickel, gold, gas, coal, ﬁsh, and coral reef). All
these natural resources form an important source of income to the
Government and local populations.
Indonesia has an estimated population of around 255 million2
(many of whom live at subsistence levels3) and is the world’s

fourth-most-populous country and the most-populous Muslimmajority country. With more than 18,000 islands, Indonesia consists
of hundreds of distinct native ethnic and linguistic groups. The
largest and politically dominant ethnic group are the Javanese
(Java). Located on the northwest coast of Java, Jakarta is Indonesia’s
economic, cultural and political centre, and with a population
of 10.3 million, it is the most populous city in Indonesia and in
Southeast Asia.
Indonesia is the third largest democracy in the world after India
and the United States. Following the country’s independence from
Holland in 1945, Indonesia was led by its ﬁrst president, Sukarno,
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Indonesia is the third largest
democracy in the world after
India and the United States.
until 1966. The Sukarno era is popularly known as the Old Order
era. Under Sukarno, Indonesia adopted nationalist economic
policies, in the area of trade and investment, which led to the
nationalisation of many foreign-owned enterprises, particularly
those of the Dutch. Following Sukarno’s removal in 1966, President
Suharto shifted the country’s foreign economic policy to one that
pushed for a more liberal economic environment. The new policy
stance of the Suharto regime was known as the New Order. Suharto
was succeeded by Bacharuddin Jusuf Habibie in 1998, Abdurrahman
Wahid in 1999, Megawati Sukarnoputri in 2001 and Susilo Bambang
Yudhoyono in 2004. Indonesia’s new President Joko Widodo (also
known as Jokowi), former governor of Jakarta, took ofﬁce in
October 2014 to serve a ﬁve year term. As Joko Widodo took on the
Presidency, he identiﬁed clamping-down on corruption as among
his top priorities and as a necessary step to attract more foreign
direct investment to the country. He also published a nine-point
plan4 for Indonesia that emphasised helping the poor by improving
public services, implementing land reforms, and developing
more-affordable housing, institutional reform and further market
liberalisation among other measures.

Indonesian growth history
Indonesia is the largest economy in Southeast Asia and is the world’s
eighth richest country by GDP (2.84 trillion USD), and is frequently
cited as a model developing country5. In line with a greater degree
of economic openness, the Indonesian economy has expanded
impressively. GDP annual growth rate averaged 5.37% from 2000
until 2015, reaching an all time high of 7.16% in 20046. Presently
industry accounts for the largest share of GDP at 47%. Within
industry, the most important is manufacturing, which has been one
of the main growth engines (24% of total output7). Mining and
quarrying accounts for 12%, construction for 10% and electricity,
gas and water supply for 0.75%. Services constitute 38% of total
GDP. Within services, the most important are: trade, hotel and
restaurants (around 14% of GDP); transport and communication
(7% of GDP); ﬁnance, real estate and business services (7% of
GDP) and Government services (6%). Agriculture accounts for the
remaining 15%.
Much of the Indonesia’s growth has been driven by strong
domestic demand. But despite its strong economic performance,
Indonesia continues to face signiﬁcant challenges in the form
of corruption and a complex regulatory environment. Although
growth has been impressive, some economists8 argue that Indonesia
is still in catch-up mode, and the pace of reform has slowed and
that some protectionist measures have been adopted, which have
inhibited openness to trade and foreign investment9. Having said
this, Indonesia has taken concrete steps to further liberalise trade,
both unilaterally and through regional free trade agreements
(ASEAN10, and ASEAN + Japan, China, Australia and New Zealand).
These trade agreements account for a large proportion of
Indonesia’s traded goods and to some extent render unilateral
protectionist policies ineffective.

Indonesia’s, micro, small and medium enterprises (MSMEs)
provide employment for over 90% of the country’s workforce,
mostly women and young people (16-3511). The majority of micro
enterprises in Indonesia are involved in the agricultural sector.
The second most important sector is service (trade, hotels and
restaurants). In the manufacturing sector, enterprises, especially
small enterprises, generally engage in simple traditional economic
activities, including furniture making, textiles, garments, footwear,
and food and beverages. Only a small number of ﬁrms are involved
in the production of machinery, production tools and automotive
components. In the automotive industry, most ﬁrms operate
through a subcontracting system that involves several multinational
car companies, mainly from Japan, such as Toyota and Honda.
According to the World Bank12, less than 30% of small ﬁrms are
legally registered when they start operating in Indonesia. Red tape,
high tax compliance costs and rigidity in the formal labour market
hamper formalisation. As in other emerging economies, MSMEs
in Indonesia have a lower propensity to export than larger ﬁrms.
The share of MSMEs in non-oil exports has been declining since
2008; they now represent less than a ﬁfth of non-oil exports. Part
of the challenge for Government lies in the fact that most MSMEs
operate in the informal sector, which means they struggle to access
the ﬁnance they need to develop their businesses and ﬁnd buyers
overseas for their products13. To counter this informal sector growth
Indonesia has increasingly turned to protectionist measures, and the
state has re-strengthened its grip over key areas of the economy
(agriculture, oil, mining, and some aspects of ﬁnancial services).
Although many small and medium enterprises in Indonesia
are involved in export activities (Table 1), much of the economic
activity associated with these enterprises is associated with domestic
markets. As previously stated, much of the Indonesia’s economic
growth has been driven by strong domestic demand. The main
reasons for this are lack of technology and a lack of skilled workers.
These reasons have limited the ability of Indonesia to produce
highly competitive products that meet global standards (including
existing market demand).
In every stage of growth productivity is considered to be the
most important source of long-term growth. As expected, most of
Indonesia’s demand has been driven by supply factors, especially
rising multi-factor productivity (MFP) as Indonesia reaped the
beneﬁts of a post-Asian-crisis and structural reforms. Historically,
Indonesian productivity growth in terms of labour productivity and
total factor productivity has shown a relatively stable trend in the
last 40 years, except in the late 1990s when economic crisis occurred.
Furthermore, compared to GDP, productivity growth of Indonesia
shows a similar trend. It can be inferred that there is a positive
correlation between level of productivity and economic growth.
In the broadest of terms, the Indonesian Government has set
some fundamental policy priorities and has implemented them.
The main indicators of the Indonesian economy (GDP growth, debt
ratio, budget deﬁcit) demonstrate that the Government has stayed
its course. Table 2 shows the trend of labour productivity, total
factor productivity growth and GDP in Indonesia.

Inward and outward foreign direct investment (FDI)
Comparable with many other emerging economies in Asia,
Indonesia’s early industrial and investment policies were inward
looking and aimed at import development, ﬁnanced through
a strong balance-of-payments and ﬁscal position, due to
high commodity prices. This economic approach inﬂuenced a
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%

Table 2: Total Factor Productivity Growth and GDP Growth in Indonesia15

monopolistic position in many of Indonesia’s industrial sectors. The
Asian crisis of 1997-1998 dealt an overwhelming blow to Indonesia’s
economy, leading to a 13% fall in real GDP (Table 2). This crisis
forced the Indonesian Government to rethink its economic policymaking process especially its policy towards monopolies that work
against the greater good and society.
In a market economy, antimonopoly policy plays an important
role for economic development as well as economic growth.
Following the Asian crisis of 1997-1998, Indonesia’s new antimonopoly measures (introduced in 1999) have been effective
in encouraging foreign direct investment (FDI). Many business
sectors previously monopolised by state-owned enterprises, are
today open to competitive foreign investment (Table 3). To some
extent, Indonesia’s success in controlling monopolisation trends is
due to the work of the Commission for the Supervision of Business
Competition (KPPU16), established in 2000. KPPUs enforcement of
anti-monopoly and competition legislation has enabled further
liberalisation of entry restrictions on foreign investment, by
eliminating local fears that liberalisation would allow foreign
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2003
2004
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2008
2009

20

GDPG
TFPG

10

Table 1: Indonesia’s major exports in USD (2014)14
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FDI Percentage of GDP
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Table 3: Indonesia FDI Inﬂows (2009-2014)

invested enterprises to exploit their market power.
Post 2000 and throughout much of the recent recovery period,
FDI inﬂows were biased towards relatively small projects aiming at
quick proﬁts, rather than at larger and riskier projects with long
gestation periods such as in infrastructure and in key markets such
as telecommunications where large investment needs persist. To
open up these markets to private sector participation and clarify the
regulatory environment, Indonesia has enacted new laws or revised
existing laws in all major infrastructure sectors such as aviation,
energy and transportation.
In 2011, the Government launched the Master Plan for
Acceleration and Expansion of Indonesia Economic Development
Plan 2011-25 (MP3EI), which lists infrastructure as a national
priority. The Indonesian Government supports infrastructure
delivery through public private partnerships (PPPs). There has
been signiﬁcant progress over the last few years regarding the
establishment of a framework for PPPs, including the creation of
a Government guarantee scheme and the Indonesia Infrastructure
Guarantee Fund (IIGF), a ﬁnancial body that provides guarantees for
infrastructure projects.
The MP3EI details the Government’s intention to build economic
corridors, each supported by industry clusters, thereby optimising
agglomeration advantages, and strengthening national and
international connectivity across those corridors. Its costs were
estimated at USD 450 billion over 15 years; the Government would
directly ﬁnance 30%, and the private sector supported by PPPs/
FDI the rest. The MP3EI identiﬁes 389 proposed infrastructure
projects. The Government’s aim is to increase public spending
on infrastructure to the levels that prevailed prior to the Asian
Crisis, with a focus on railways, urban revitalisation, toll roads and
bridges, water supply, sanitation, sea port developments, airport
developments and power generation.
Compared to other ASEAN members, the contribution of FDI to
gross ﬁxed capital formation in Indonesia has been relatively small,
but FDI has created jobs, boosted productivity growth and improved
access to the global market. Competition for FDI, among ASEAN
member countries is intense. Top sources of FDI inﬂows to ASEAN
member countries17 between 2012 and 2014 were the EU, Japan
and USA (Table 4). Japan was recognised as Indonesia’s biggest
investor in 2013/14, investing a total of USD 4.7 billion, followed by

Source

2012-2014
Millions USD

2012-2014
Share in
percent

European Union (EU)

58,066.4

15.7

ASEAN18

64,325.8

17.4

Japan

56,353.3

15.3

USA

32,351.2

8.8

Hong Kong

20,215.3

5.5

China

21,366.0

5.8

Australia

12,411.8

3.4

Republic of Korea

9,698.3

2.6

Taiwan, province of China

7,002.2

1.9

Canada

3,342.2

0.9

285,132.5

77.2

84,188.7

22.8

Total Top 10 Sources
Others

Total FDI Inﬂow to ASEAN 100.0 100.0
Table 4: Top 10 sources of FDI inﬂows in ASEAN
Source ASEAN FDI Statistics Database, May 2015

Despite its strong economic
performance, Indonesia
continues to face signiﬁcant
challenges in the form
corruption and a complex
regulatory environment.

Management Services
Summer 2016

19

directly in the management or control of the investee company.

Singapore (USD 4.6 billion) and the USA (USD 2.4 billion).
There are two common forms of foreign investment in Indonesia:
1. Direct investment, where the investor invests capital in a new
or existing company, in order to establish a business or business
presence in Indonesia and participate in the management of the
investee company.
2. Portfolio investment, where the investor invests through the
purchase of securities in the capital markets, such as equity, debt
or a combination of both, and is less interested in participating

Under the Investment Law, any form of direct foreign investment
in Indonesia must be in the form of a limited liability company. The
investment must be by way of the foreign investor holding shares
in the company. A company established with foreign investment
capital is known as a PMA company, while an investment company
established with no foreign investors is known as a PMDN Company.
The primary form of indirect foreign investment into Indonesia is
through the country’s stock exchange, which is regulated by the
Financial Service Authority, whose main function is to regulate
capital market activities.
Foreign investors generally have the right to import any
goods, provided that the imported good does not violate the law
governing ‘merchandise trade’, and provided the goods have no
negative impact on the safety, security, health, environment and
morals of the nation. As previously noted, some sectors of the
Indonesian economy are protected from foreign involvement under
the Investment Negative List (INL) and require ministerial approval
under Presidential Regulation No. 39 of 201419. Business sectors that
are not mentioned in the Negative List are, in theory, considered
completely open to investment from non-Indonesian investors
but this is not necessarily the case in practice. Article 3 of the
Negative List conﬁrms that business sectors that are not speciﬁcally
mentioned are unconditionally open for investment.
In 2014, Indonesia had the fourth most restrictive FDI regime
among 58 countries according to the OECD FDI regulatory
restrictiveness index. Several key sectors such as onshore oil and
gas drilling are now closed to new foreign investment, whereas
previously these services were open for up to 95% foreign
ownership. Under existing regulations new offshore oil and gas
drilling is now reduced to 75%. In the telecommunications sector,
new foreign investments in data communication systems are now
reduced from 95% to 49%. Content services and call centres, and
other value added telephony services, now have their own speciﬁc
maximum foreign capital ownership limit of 49%, rather than
previously being categorised as requiring a partnership with a
local party (without a speciﬁc maximum foreign capital ownership
level, but deemed to be permitted to have up to 100% foreign
ownership). Internet interconnection services (network access point)
is now also restricted to 49% foreign ownership from 65% previously
– unless integrated with wired, wireless, satellite telecommunication
services, in which case the maximum is still 65%21.
As noted in Table 4, inward and outward investments between
ASEAN countries is a signiﬁcant factor to economic growth and
employment. Outward investment by Indonesia is an important
measure of its current economic ranking and standing within
world markets. In particular, Indonesian enterprises are expanding
their position in the global market place. As an illustration HM
Sampoerma is one of the leading tobacco companies in Indonesia.
It is the producer of some of the most well-known brands. The
company also distributes Marlboro, the world’s best-selling cigarette
brand, in Indonesia. Another company, Telkom Indonesia, offers
a wide range of network and telecommunication services. These
include ﬁxed wireline and ﬁxed wireless telephone connections
(CDMA), cellular services (GSM), network and interconnection
services, as well as internet and data communication services. The
company has widened its focus to international expansion in order
to sustain growth. Telkom provides services in various countries,
including Myanmar, Macau, Hong Kong, Malaysia, Taiwan,
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Singapore and the USA.
Indonesia’s open economy offers a means of ﬁnancing
development beyond the capacity of domestic sources. This suggests
that country enterprises explore the markets of other countries in
ASEAN and make use of the relative advantages of each location
(skills, infrastructure, and tax exemptions) which are likely to lead to
further growth for Indonesia.

Security and international trust
Since the late 1990s, Indonesia has experienced an extended period
of political stability, consolidated democratisation and economic
growth. There are however, issues. The most problematic factors
for doing business in Indonesia include corruption; inefﬁcient
Government bureaucracy; policy stability; restrictive labour
regulations; crime and theft; and tax regulations. In the context of
doing business, good governance and transparency are absolutely
vital to the development of Indonesia’s markets and investor
conﬁdence.
For emerging and transitional economies, a respectable growth
record should not be used to countenance the existence of
inefﬁcient and unfair state-sector relationships. Corruption within
Indonesia undermines fair and efﬁcient implementation of laws
and regulations, and has been a major concern for businesses in
Indonesia. Arguably, since the Presidency of Bacharuddin Jusuf
Habibie, conditions affecting the quality of governance including
the freedom of the press and civil society activism, have seen a
general improvement, and a major push to eliminate corruption
started with the Corruption Eradication Commission (KPK21) and
the Corruption Court. Although these two institutions have gained
credibility and popular support, they still have a lot to achieve
according to Transparency International’s corruption perception
index Indonesia ranked 107 out of 175 countries in the world. Some
argue that both institutions need to establish a working modus
operandi with other, older law enforcement institutions. And
although President Joko Widodo can point to positive economic
trends as evidence to Indonesia’s success in reducing corruption,
some political opponents maintain that corruption and organised
crime has damaged Indonesia’s reputation, reducing investment and
competitiveness by raising the costs of doing business in the country.
As previously suggested, structural reforms in the Indonesian
economy have been focused on addressing various problems that

restrict the efﬁcient functioning of the market on the ‘supply’
side. Measures taken to improve transparency and efﬁciency have
included developing mechanisms for the resolution of tariff issues
and business conﬂicts, and improving mechanisms for business
and investment. However, despite President Joko Widodo’s
election mandate and commitment, it still seems that the President
himself lacks the power to really shake up Indonesia’s government
bureaucracy22 (or civil service). The civil service has the potential
to empower a government to achieve a country’s goals, that is, to
improve its citizens’ standard of living. A major issue is the quality
of the civil service and policy formulation and implementation.
Indonesia’s inefﬁcient bureaucracy stems from several causes. First,
the overly bulky organisational structure in the ministerial ofﬁces
and government institutions, as well as local governments, which
does not in any way reﬂect the real main duties and functions.
Furthermore, the duties often overlap and are seriously fragmented.
At the national level, for instance, along with 34 ministries, there
are 28 non-ministerial government agencies (LPNK) and 91 nonstructural agencies (LNS). According to Professor Eko Prasojo,
fundamental change to the bureaucratic system is desperately
needed. However, fundamental bureaucratic change is deﬁnitely
not an overnight job. It may even take three to four presidential
terms to realise23.
Analysis of economic trends indicate that Indonesia is moving
away from an economy dominated by the agricultural sectors
that are based in rural areas, towards an economy with a greater
share of economic activities within the services sectors in urban
areas. Although Indonesia has taken concrete steps to encourage
this transition through liberalising its trade, both unilaterally and
through regional free trade agreements with ASEAN countries,
Indonesia’s productivity gap is still too wide. This in part, is due to
the restrictive labour regulations in Indonesia. The International
Labour Organisation (ILO) estimates that 60%24 of all nonagricultural jobs in Indonesia are informal. Within the labour
market, occupational segregation is pronounced for men and
women, with many women working in jobs with lower levels
of remuneration and more limited prospects in terms of career
progression. Many of these women are ‘homeworkers’25, who
are linked to global supply chains, who are conducting factory
work in home based settings, earning either no pay or low pay.
Strengthening the position of these workers within global supply
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chains by improving their working conditions is a big challenge
and a key factor to unleashing the productive potential of women
for supporting the growth and competitiveness of the Indonesian
economy in the future.
A major issue that is particularly important is the shortage of
skilled educated workers. There is evidence from the ILO that the
Indonesian economy is currently experiencing the existence of both
a shortage of skilled workers and a labour surplus. According to the
World Bank Skill Survey, the skills of senior education graduates do
not meet the expectations of Indonesian employers. Less than 10%
are rated ‘very good’, with most considered just ‘fair’. Although
most employers think their workers do not suffer from insufﬁcient
basic skills, nearly half indicate they lack thinking and behavioural
skills, as well as vocational skills that are transferable between jobs
like computer literacy and language proﬁciency.
Again according to the World Bank26 ﬁve general skill related
priorities can be highlighted for Indonesia. First, the country needs
to improve skill measurement to get a fuller understanding of skill
needs and gaps. Second, it is urgent for Indonesia to address the
still unsatisfactory quality and relevance of its formal education,
including higher education. Third, the country needs to set-up
multiple pathways for skill development. Fourth, the country needs
to develop an integrated approach to tackle skill development for
youth. Fifth, Indonesia should also tackle labour market constraints
which affect the skill matching process.
Indonesia should rethink some of its core economic strategies –
there is still a signiﬁcant gap between its macroeconomic policy and
its human development and education statistics. Given the stability
of its GDP growth (Table 3), Indonesia should have added more jobs,
reduced poverty faster, achieved better wage levels, and moved
more people from informal into formal employment. The fact that
this has not occurred suggests a signiﬁcant challenge for President
Joko Widodo and his government.
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The future of professional work:
Will you be replaced or will you
be sitting next to a robot?
In this article Ian Herbert and Aravindhan Dhayalan from Loughborough University
and automation specialist Andy Scott, take on the myths to present a vision of
what the future might look like in lights-out, driven decision-making environment.

T

here has been much talk about the use of robotics within
professional functions such as ﬁnance, HR, procurement,
etc especially when change is driven by the shared services
model. This article explores the often overlapping concepts of
work automation and robotic technology before considering the
possibilities for transforming the way professional work might
be carried out in future.

Introduction
Once the domain of science ﬁction and then advanced
manufacturing, robotic process automation (RPA) is rapidly
becoming ‘business as usual’ in a wide range of service sectors
from health care to transport & logistics. Not surprisingly,
there is a lot of hype, both in terms of our relationship with

‘humanoid’ machines and the likely extent of job losses. The
main assumption is that it will be the low-level jobs that
disappear ﬁrst, although this assumes (perhaps mistakenly)
that automation will be based on how are currently performed
and the context of the present workplace. Alternatively,
our research suggests that new technology has the power
to disrupt work and the way in which work is performed
and lead to fundamental change in the underlying service
delivery proposition; in some cases even in the established
business model. A good example of how a combination of new
technologies can fundamentally challenge a well-established
business sector is the new approach to taxi services being
provided by companies such as Uber and Hailo. The next section
will explain the basic ideas and the possibilities of disruption.
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Simplify,
Eliminate,
Move
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• Does the task really need doing?
• If so, can the work be simpliﬁed ?
• Can the task be digitalised so that it can be done remotely, say, in a different time zone?
• Can the task be standardised and routinised so that it is done by someone in a lower cost environment?
• Can the work be codiﬁed into a series of explicit instructions/rules?
• Can the existing task be performed by a machine?
• Can the outcomes of the task be reconﬁgured so that they can be performed by a machine?

Automate

Replacement

If the task can be automated then:
• Replace worker with machines (eg semi-automatic coffee machines reduces the need for baristas)
• Facilitate new ways of working (eg barcoding automates warehouse stock control and reordering routines)
• Use new low grade workers (eg barcode scanning deskills checkout jobs and reduces training)
• Work can be transferred to customers (eg self-service checkouts, self-booking travel and hotels)

Robotise

If the task cannot be further automated then:
• Can a robot be used to sense its environment within and around the process to deliver set outcomes?
• Can a robot work in ﬂexible/reactive ways towards user speciﬁc outcomes?
• Can a robot learn from previous tasks and outcomes?

Enhance

• Enhance the capability of existing workers (eg call centre staff can focus on new/difﬁcult queries)
• Extend the capacity of existing workers (eg call centre queries can be still be answered at peak times)
• Replace higher level staff with machines (eg middle management decison making)
• Change the business model
Figure 1: A framework for task re-engineering

Automation and/or robotics
There is a considerable overlap between the concepts of
automation and robotics. One way of distinguishing between
the two is to see automation as a largely technical capability,
focused on replacing human mechanical actions. On the other
hand, robots can tackle relatively cognitive tasks which require the
capability to sense the surrounding environment and react ﬂexibly
towards an overall outcome. As an example, a satellite navigation
system automates the process of a navigator, reading out a set
of directions along the route. But if you miss the turn the system
suggests corrective action. If the route is blocked unexpectedly,
say, by roadworks or trafﬁc jams, then the system will suggest an
alternative route to the original destination.
Both automation and robotics can consist to a greater or lesser
extent on combinations of software and hardware. Satellite
navigation is principally about the processing of data from four
sources; the motorist, the preloaded map data, the satellite
positioning system and the environment ahead of the journey.
These are continually combined into real-time advice by the
software of the operating programme. By contrast, the type of
‘robots’ typical in car factories is principally hardware devices that
have been programmed to carry out a relatively limited series of
operations on a certain model or model(s) of vehicle. We tend
to call these mechanical arms ‘robots’ because we can see them
and they tend to be hugely expensive, but they are more akin to
advanced automation, whereas in-car navigation systems, whilst
cheap and portable, are more accurately robotic as they can make
sense of a dynamic environment and interact with humans as
appropriate.
The manufacturing robot replaces repetitive human labour,
whereas navigation systems augment human endeavour (see
Davenport and Kirby, 2015).
Figure 1 takes a wider look at automation and robotics by ﬁrst
challenging whether the task needs to be done that way or even
done at all?

We will now apply the framework to the process of
getting to the ofﬁce by driving a car
Eliminate – An alternative to driving might be to call a taxi (frees
time for reading for the cash rich/time poor executive). Car sharing
saves some cost but compromises ﬂexibility. Alternatively, we might
avoid the need to travel altogether by working from home.
Automate – If driving, then an automated transmission system
(hardware) will automatically select the correct gear and change
gears, maybe 50-100 times on journey of even just a few miles
(reduces tiredness or enables driving, say, if you have a broken leg).
Replacement – In the vehicle analogy, drivers cannot be fully
replaced at the automation stage, because driving is essentially
a cognitive process. However, advanced automation might be
able to help with the tricky job of steering into an otherwise
tight car parking space at the ofﬁce. An on-board robot might do
the ‘clever’ bit of sensing the environment and, planning a path
but critical tasks, deciding when/where to park and then safely
applying the accelerator and the brakes is down to the driver.
Robotise – Satellite navigation systems enhance the driver
experience and allow less experienced (navigationally) drivers
to get to new destinations. When combined with mobile
phone technology it can also allow a new business model, for
example, the Uber taxi model. This allows a new workforce
of self-employed drivers who can operate without the normal
requisite years of experience in a particular locale. Self-service
and automatic billing systems augment the driver operations to
provide an otherwise ‘lights-out’ system. Just think of all the data
that the ‘system’ is capturing about journeys and customers? That
could be sold to city authorities to plan future transport strategy
in real-time to signal trafﬁc snarl-ups.
Augment (present human tasks) – There are now adaptive cruise
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control systems that will maintain a set distance from the vehicle in
front, not only reducing fatigue, but potentially enhancing safety.
In the future this form of human augmentation may be a hybrid
form of driverless vehicle when road conditions are not suitable for
driverless vehicles. Those people that argue that the drivers of 40-ton
vehicles will always be safe from robotisation may have a point to
some extent, but much bigger trucks are already operating driverless
in some quarries, and many people might be surprised to know that
robot lorries are already running on UK roads. The key here again is
‘augmentation’ not ‘replacement’ of human labour. Lorry ‘platoons’
can have up to ten vehicles robotically following a lead unit with a
driver. Close ‘virtual coupling’ reduces wind resistance and allows
the following ‘drivers’ to rest/sleep until they get to their allocated
motorway exit, when human drivers can perform all of the more
complex operations involved in the ‘last mile’ of the journey. This
is a good example of how concerns about labour losses might be
balanced by positive beneﬁts for the environment?
New business models (change the ground rules) – The ultimate
robot is the ‘driverless’ vehicle (eg Google, Bezo and similar
prototypes). Once programmed with a destination a car can drive
itself by sensing its immediate road environment (including other
cars) in conjunction with other data such as satellite data on
road and travel conditions. These cars will also have the ability to
learn from their environment and thus, optimise regular journeys
and communicate with other driverless cars. Whilst, the obvious
advantage is that it frees driver time for relaxing, thinking and
working there are other important advantages that will create
new business models around driving. For example, city parking will
change when cars can drive themselves to the outskirts ready for
recall; some parking lots will close, new ones will open. It will also
enable ‘driving’ without skill or training. If the family car is able to
do the school run once it has dropped mum and dad off at their
respective workplaces, then family career planning might have new
possibilities and perhaps the two car family is no longer the norm?
A further new business model might be to use driverless vehicles
as the basis for the self-drive, casual hire, car system that operates
in Berlin. This might one day be another level of Uber? In a
co-ordinated planning system, a number of cars might drive
themselves back to popular pickup places at different times during
the day to optimise trafﬁc ﬂows, eg to railway stations in the
morning and back to workplace areas in the afternoon. For those
sceptics who think that driverless vehicles will never work with,
say, European trafﬁc islands, there are already examples of how
environmental limitations can be overcome. In Milton Keynes (UK),
there is a pilot programme involving special two-seater vehicles
driving on the pavements.

The future of management work
The point we are making is that automating routine tasks and
applying robotic technology to more cognitive or less routine
tasks has limitations if only in terms of cost versus the beneﬁts,
however, there are new possibilities for new ways of human
working and new business models IF adaptive changes are made in
the operating environment. The big wins will occur as robotics and
automation are combined together (robotic process automation).
Predicting the future in any detail is difﬁcult. For example, it has
been assumed traditionally that it is low level, repetitive, jobs that
will automated and unemployment will occur at the bottom of the
labour market. But, the point about the self-parking cars is that

rather than being ‘mundane’ low-level jobs that are the target for
robotics, it may be the more cognitively demanding, middle-level
jobs (which require skill training and practical experience) that are
reconﬁgured into lower level jobs?
In the 1970s automatic car wash stations were a visible sign of
progress on the high street. Forty years later, many are closing and
being replaced with groups of workers operating on land vacated
by closing bars and petrol stations.
It may be that even those jobs that require experienced middle
management judgment may be among the early causalities. We are
now starting to see sophisticated algorithms being able to make
trading decisions in fast moving ﬁnancial markets. The principle
here is that the robot doesn’t have to be better than the best
trader, it just has to be at least as good as the average but it can
do things cheaper and quicker and without getting fatigued or
needing holidays.
Even basic applications of self-tuning algorithms are starting
to shape new business models such as automated reservation
systems. These lights-outs processes can handle all aspects of
routine customer administration and set prices dynamically for
air/bus/rail tickets and for online retailers like Alibaba, Amazon,
eBay etc. Online retailers take the process a stage further by
employing sophisticated algorithms which automatically serve
up appropriate suggestions to customers. Such automation
tools mimic the actions of a ‘human store retailer’, ie when a
customer comes in they evaluate the customer’s background and
stated preferences before making sensible suggestions on what
products a particular customer might be interested in, noting any
opportunities for upselling.
RPA needs to be seen as a part of longer term journey towards
lights-out processing, which is ﬁrst enabled by total digitalisation,
sensible self-service systems and appropriate standardisation - all
of which may create the possibilities for automation to: eliminate
manual operations, enhance present operations, augment
information ﬂows and management decision making capability,
and/or provide further options for robotic management and
decision making.
It is the ability to respond to situations which enables ‘computer
code’ to act in a human manner in terms of decision-making
capabilities. This is what we classify as a robotics process even
though the system is neither, anamorphic (with arms legs, head,
etc) nor limited to slavishly following predetermined instructions in
a dumb manner.
Robotic computer programmes are in a position to replace
many of the decisions that middle managers used to make (with
management accounting support). For example, in the hotel
sector, making decisions such as – how to optimise occupancy
versus yield? short-term and long-term? what prices to charge?
what promotions to run? what discounts to give to frequent
guests? how to balance cash ﬂows? etc, etc. But, crucially it is
the system that makes decisions about how and when to signal
performance exceptions and suggest further decision making
opportunities to management.
Whilst, all this activity would be done traditionally by
experienced managers, in a digital world driven by internet selfservice, most of these decisions can now be performed by robotic
software that learns from past experience and interacts with wider
information sources on a 24/7/365 basis. For example, searching for
upcoming sports and entertainment events in the locality – eg will
the local football team be playing home or away? What twitter
activity is happening around the hotel and its neighbourhood?
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process improvement and ﬁnancial transformation expertise is key.
They improve and standardise the process, then blend the human
and automation elements.
Finance functions expanded signiﬁcantly in the 1990s when
the imperative was to cope with the complexity being caused by
decentralisation. Important lessons have been learnt. Now ﬁrms
want the best of both worlds, nimble, empowered, business units
supported by a transparent, rock, solid, corporate systems platform.
Now that’s a tough call. I guess that was a long answer?

What is the weather forecast? In addition, web crawling robots
could be checking out local hotel best rates? This might seem
science ﬁction but recent stock market falls have exposed the
signiﬁcant amount of robotic trading that is being done each day.
In the next section Andy Scott, an independent advisor on
ﬁnancial automation, talks about how ﬁnance and accounting
work is being reshaped by robotic process automation.
Q: Andy, what trends do you see in accounting?
A: There’s an incredible amount happening, there’s also a lot of
further possibilities both in terms of ﬁnancial and management
accounting but I’ll answer the question by saying that for most
organisations the new mantra is simpliﬁcation, standardisation,
compliance and unbundling.
The ﬁrst two are driven by the need to cut costs and improve
transparency so as to improve central control and the way in
which individual business units can work together by harmonising
protocols, procedures and systems. Compliance is driven by
higher governance expectations on the part of regulators and
shareholders. Nowadays, simply reconciling accounts at balance
level is not acceptable – ﬁrms have to demonstrate that they have
tight controls in place to ensure the integrity of their ﬁnancial
operations. These controls have to drill down to transaction level,
and extend to touch all points of a corporation’s ﬁnancial tentacles.
By unbundling, I mean that organisations recognise the beneﬁts
of moving back-ofﬁce functions like accounting to varying degrees
of automation shared service centres (SSCs) and/or the thirdparty business process outsourcers (BPO) and this development is
enabling a level of rapid change that was inconceivable perhaps
only 20 years ago.
Q. You seem to be highlighting a greater concern for process
control
A. Implementation of more compliance controls is a signiﬁcant
overhead to business, and does not directly increase productivity
or efﬁciency in the core business, although it could be argued that
lower corporate risk lowers the cost of capital. What the changes
have led to is a new focus on ﬁnancial process improvement
and standardisation. Both standardisation of IT systems and
standardisation of human behaviour – that is where the business

Q: Not at all, you nicely captured some big issues. How do you
see the opportunities for robotic process automation in this new
landscape?
A. 2015 saw a signiﬁcant increase in the showcasing of robotics on
the ﬁnance shared service and outsourcing circuit. An extension of
the ‘standardise ERP and human behaviour’ theme; programme a
computer to retrieve data, enter it into the ERP system, and then
work all the hours, and days available, irrespective of where the
clocks are. Never take a sick day or a holiday or make a mistake.
Now that destroys the labour arbitrage arguments completely and
keeps a close eye on which BPO providers are technically evolving
and which are not.
There are some great robotics companies beginning to shine
through, and it is fantastic to hear how the innovative ﬁnancial
leaders in some of the world’s leading organisations are getting on
with implementation of their robotic process automation projects.
But before we jump on the robotics gravy train, let us look back at
how well we really did in the standardisation age.
Of course, there are limitations to human processing, studies
estimate that 90% of errors or accidents are caused by human
error. And ‘yes’ standardising on a single ERP solution vastly reduces
the opportunity for error. But we should not forget whom we
seek to beneﬁt from our continuous improvement. And how can
we standardise on automation of a process or a task that an ERP
system does not do very well, if at all?
The research shows that only 5% of organisations have
successfully ﬁlled this gap. However, in the next 3-4 years there will
be a signiﬁcant (40%) number of companies that will automate
the bridging of this gap. Of this 40%, it is estimated that around
a ﬁfth of companies will go to their ERP providers to attempt to
build the bridge, or have their own internal resources develop an
in-house solution. The vast majority will implement what is being
increasingly referred to as ‘enhanced ﬁnancial control automation’.
This involves the integrated components of rules-based transaction
matching from multiple sources; an account reconciliation
solution (giving full visibility of all accounts as they go through the
attestation process) and a ﬁnancial workﬂow tool to give real-time
visibility of truly compliant progress in the ﬁnancial close process,
and internal controls. Standardising human behaviour and making
it easy for people to do what you want them to do, and difﬁcult to
deviate from the compliance path a business, its auditors and the
authorities have determined.
Standardising automation by providing a purpose built solution
suite for ﬁnancial close, irrespective of which ERP system or systems
an organisation chooses to deploy.
Q: But how might RPA actually work in ﬁnance? We hear a lot of
talk but very little detail.
A: Let’s take a relatively straightforward accounting task, matching
between two sources, say, the cash book and the bank statement,
or the good received notes and purchase orders. These are essential
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rules-based processes. They should be automatic but of course in
real life things are never that straightforward. For example, can a
purchase order be classed as complete if the total delivered was
5kg short? The answer of course it depends. On 10,000kg of bulk
cement the order is complete, if 20kg of titanium were required
then the order is classed as ‘outstanding’.
Q: So how can automation work?
A: First we need to view this as different levels of; automation,
exceptions, human intervention and control.
Say, there are 10,000 sets of transactions to be matched. 80%
might be matched automatically at the ﬁrst pass, 20% might be
rejected but 2000 is still a lot of queries for clerks to work through.
Let’s tackle the problem in a systematic manner.
1. Simplify the system – perhaps the base documents
are complicated, or the instructions to suppliers are not
straightforward? Perhaps buyers are ordering one speciﬁcation
but doing a ‘handshake’ with suppliers to deliver a slightly lower
quality for a loyalty discount. Also, rationalise the number of
suppliers.
2. Standardise the system - perhaps each division has slightly
different PO formats and these get confused when they use the
same suppliers? Perhaps the US division uses different measures?
3. Eliminate tasks that do not need to be done if the systems have
improved, eg move from 3-way to 2-way matching.
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or human learning to enhance matching all means that our
accountant is now arriving at work knowing what doesn’t meet the
rules, and properly add value by managing and recording details
on exceptions. That level of RPA has been going on for several
decades in some organisations.
Q: So it’s like a pyramid approach?
A: Yes – though I like to think of a Prism approach – where we
think of the various dimensions of our evolutionary path in ﬁnance,
and the impact and implications of innovation on its critical
foundations. As we all know – process, people, governance and
technology are the four main pillars of ﬁnancial transformation –
harmonising these to the greater good of the pyramid!
Q: In your opinion, what might the future of work look like?
A: The RPA world looks like it will grow steadily over the next
few years. The robot providers will continue to enhance the
way they automate standardised and repeatable tasks. The
sound of the “BUZZ” will get a little louder, then it will quieten
as the robot becomes just another option in the way things are
done. The accountants will do less repetitive, number-crunching
tasks, and increasingly focus on the value-add contributions of
their profession. BPO service providers will need to assess the
appropriate levels of automation which they need to offer in their
client solutions. And the shared service centre leaders also need to
take a step back from their standardisation briefs to look at what
tools best deliver which jobs.

Conclusion
4. Digitise all source documents and work with all suppliers to only
use EDI documents. Perhaps handwriting issues cause a percentage
of problems and circulating manual paperwork for approval causes
delays and incomplete information.
5. Automate the exception handling routines. Perhaps only 1000
exceptions (10%) remain after steps 1 to 3, then a set of further
rules and routines can be established of which software might be
able to handle 80%? For example, is the difference less than 1%. Is
the cumulative difference across that supplier’s deliveries over the
past four weeks less than 0.5%?
6. Augment the clerks’ ability to resolve the remaining exceptions
by routing unresolved issues to specialist clerks or making decisions
to automatically send back queries to purchasing (say, if the
problem involves a new supplier? Or else, a common issue with one
supplier?) OR to the purchasing division if the shortage needs to
also trigger a chase for the remaining goods to the supplier).

For business partnering such as management accounting we
suggest that to balance the challenges, there are signiﬁcant
opportunities in working towards a vision of ‘lights out
processing’ which then enables ‘data–driven decision making’.
However, we also caution that without a carefully thought-out
and co-ordinated strategy at an organisation level, there is a
signiﬁcant risk that opportunities for new business models will
not be grasped. For management accountants, there is a risk that
many present jobs will be eliminated unless they can create new
ways of leveraging the new data rich environment that is rapidly
enabling a new approach to management information control
and decision making.
The research project supported by the General Charitable Trust of
the Institute of Chartered Management Accountants.
Visit the research programme website at www.shared-servicesresearch.com
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A profession with
a strong future
This is an insight from a business heavily involved in both the Institute
and productivity for the last 40 years. Richard Taylor, managing director
of Scott-Grant Ltd, shares what the market is asking today of the
productivity professional and how the role of the Industrial Engineer has
evolved over the last few decades.
How great is the need for productivity
professionals, 75 years on from the inception of this
Institute?
We’re in a good position to see productivity activity across
all industry sectors and in many countries, and to gauge how
this is developing. This is based on our position in the market,
providing productivity professionals on either a project or
contract basis. We’re also a leading training provider of
productivity courses, including the professional qualiﬁcation
of the Institute of Management Services Certiﬁcate. So what
are people asking for these days when they recognise a need
for help to improve productivity?
Construction industry: A manufacturer of millions of
products used in construction said: “We have to improve
because we’re now falling short on volumes that we’ve
committed to the market. We need to know why and to what
extent.” (Within four days, it was the application of work
measurement techniques that established their production
line was only 28% effective and identiﬁed remedial cause and
effect opportunities.)
Distribution: “Our business grew by 80% last year and this
year it will grow another 80%, so our pick and pack targets
are all over the place.” (Work study techniques provided the
much needed, accurate and reliable data.)
Manufacturing: A thriving and progressive producer
using a sizeable bank of CNC machinery to create bespoke
products wanted help to achieve quicker design to delivery
times. (After process mapping, some detailed measurement
of activities and tasks with 5S and other lean initiatives, an
accurate foundation was created to enable the whole process
to become more productive.)
Public sector: “Our huge six year contract for installation
and maintenance works for the public sector is going
massively adrift. We need help to get it back on track.”
(Detailed work measurement and a review of the
effectiveness of processes, activities and costs were
undertaken which provided a clear route forward.)
Jewellery retailer: “We need help to assess the time
it should take to perform all the tasks in the day-to-day

operation of our business, to set time targets and develop a
‘model store’ programme.”
Service and leisure industry: In both a luxury spa retreat
and a national hotel chain “Target times” were needed for
improving housekeeping standards and turnaround times,
which were being severely stretched by increasing demand.
The legal profession recently needed help to provide
evidence of tangible time measurement of certain activities to
help in a court case.
And it’s not just established industries who are wanting
industrial engineering help: the high tech sector also
recognises the need for such capability. Manufacturers
of graphene needed an independent assessment of the
production capability of their equipment, as did a company at
the cutting edge of medical diagnostic equipment.
This is what the market is telling us they need. As a
profession we have to meet these needs, be energised and
rise to the challenge, help businesses address the pressures
of changing circumstances and demands. We have to fully
understand the type and level of the information they need
and provide solid guidance on how the data is interpreted
and successfully applied.

What’s in a name?
Productivity professionals are called by all sorts of
names! We are seen in different guises – from industrial
engineers, productivity analysts, lean engineers, continuous
improvement and management services people, to name but
a few. 40 years ago, it was more like simply time and motion
or work study engineers. At the end of the day, the most
important recognition is that you’re someone whose role is
demonstrably about providing help to improve productivity.
That is serious help.
Some businesses or organisations who haven’t had a
‘conventional’ productivity function for some years, are
now looking to reinstate them. Essentially, they look to the
industrial engineer to help them make effective and efﬁcient
use of any or all their resources.
Continuing to raise the proﬁle of industrial engineering
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If you have formal
training with IMS
Certiﬁcate qualiﬁcation
and have kept it
current, you have a
great opportunity to be
involved in beneﬁcial and
very fulﬁlling work.

and productivity qualiﬁcations is encouraging both for the
profession and the Institute. A variety of work measurement,
ment,
lean and process improvement techniques are being taken
ken
increasingly seriously. For instance, the IMS has added
its weight to the credibility and stature of the annual
performance rating certiﬁcation, by endorsing our training
ning
and regular calibrating of analysts. They recognise the
inﬂuence and impact of work measurement in a business,
ss,
and want to ensure that appropriate standards are always
ays
maintained. Scott-Grant increasingly holds regular open
n
Rating Clinics in at least four locations throughout the year
(and several in-company) to address the demand of analysts
alysts
who need to maintain the integrity of their professional
al
certiﬁcation. It is the duty and responsibility of the profession
fession
to ensure that all time data is accurate, ﬁt for purpose and
meets the needs of employees, management and union
n
representatives. There is increasing union encouragement
ent
to have formal and transparent measurement used in all
ll
functions of an organisation.
Industrial engineering professionals invariably ﬁnd they
hey
have a route to a senior management position. We are
regularly approached by people in executive roles, who
o have
identiﬁed the need for IE techniques to address productivity
tivity
issues in their business or organisation. Their own work
k study
background gives them conﬁdence in the effectiveness of
these techniques, which can deliver immediate, short-term
erm
and long-term beneﬁts.
Whatever your role and title, if you have formal training
ning
with IMS Certiﬁcate qualiﬁcation and have kept it current,
ent,
you have a great opportunity to be involved in beneﬁcial
al
and very fulﬁlling work. Our profession really can make
ea
difference.

For more information on Scott-Grant Limited see the
centre page of the Management Services Journal or look at
their website: www.scott-grant.co.uk.
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Change mastery

Agility and lean transformation in Angus Council
by Philip Atkinson and Janine Wilson.

T

his is a case study describing how a Scottish local authority
implemented signiﬁcant change in service delivery, by
creating a strong ethos of business transformation.
The authors outline the signiﬁcant cultural and behavioural
changes that have been implemented, by using lean business
transformation. They focus on the passion and energy required
to bring about the change and how their efforts have relied
more on implementing improvements rather than debating
theory.
There are various myths in change management, and one is
that change takes a long time to implement within the public
sector, and especially in local authorities. A major characteristic

of the change initiative that unfolds here in this article is that
this is not the case. Change has been fast to take hold and a
large number of early adaptors have been keen to commit their
time and energy to become part of this change process.
Angus Council’s lean transformation started in 2013 with
the service manager, governance and consultancy (co-author)
leading a team of six people on the personal and professional
journey to gaining their lean Six Sigma organisational
development (OD) certiﬁcation. This formed the basis for the
development of a lean framework for the council which would
directly support the council’s wider transformation programme,
‘Transforming Angus’.
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The framework developed and implemented used lean
concepts, but the overarching inﬂuence is behavioural change
research applications, and successful implementation in the use
of OD.

Starting with the end in mind
Angus Council is a small rural local authority situated in the
north east of Scotland. Based in Forfar, the council employs
around 5000 staff, servicing a population of 116,000. The
council provides all unitary service through a mix of direct
provision, ALEOs (arms length external organisations) and joint
arrangements.
Where do you start when you have the responsibility to bring
about change in a fairly traditional local authority environment?
It does not happen overnight, and successful organisational
change comes about through planned interventions which focus
almost entirely on implementation rather than theory. It starts
with taking a strategic view and ensuring you have the right
structure in place.

Structure for change
In 2013 the council implemented a fundamental management
restructure, to deal with a recognised need to modernise to
meet the new demands and pressures facing the council in
the future. Under the leadership of a new chief executive, the
council streamlined and re-aligned service structures around
three directorates, people, resources and communities, and a
small set of core corporate functions within a chief executive’s
unit. The organisational structure was ﬂattened, requiring a
new management and leadership style to drive the changes
home. The restructure was the ﬁrst part of a major refresh and
expansion of the Transforming Angus change programme, one
of the seven priority areas identiﬁed to deliver the strategic
vision of ‘Angus being a place where a ﬁrst class quality of life
can be enjoyed by all’.
What was important at this stage was recognising that the
council had a huge change agenda that would have to be
implemented in the context of major ﬁnancial pressures. The
programme, through its four streams of digital, agile, improved
customer experience and improved business process, will need
to ﬁnd some £35m of savings over the next three years, on
top of the 20% overall budget reduction that has taken place
between 2009-10 and 2016-17.
The council was keen to implement a culture of continuous
improvement. The indications from the initial training in lean
Six Sigma OD, highlighted lean tools and techniques that could
underpin a continuous improvement ethos, and the team were
keen to put their new skills to work to develop this. Six Green
Belts and a Black Belt with the council lean advisor (co-author)
would lead this process.

Immediate beneﬁts in inﬂuencing and change skills
Those attending the training had a background in audit
and risk, or came from a learning and development or OD
background. They were no strangers to change projects and hit
the road running. All committed to the process and drove and
facilitated workshops sessions, ranging from process mapping,
undertaking group problem solving, facilitating change and
working face to face with core stakeholders.
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Change has been fast to take
hold and a large number of
early adaptors have been
keen to commit their time and
energy to become part of this
change process.
Pilot projects and testing the mettle
The challenge to the seven trained staff was soon to appear in
the form of a lean pilot programme, designed to:
• Support cultural change through laying the groundwork of
lean and continuous improvement (CI).
• Test review three operational areas using lean techniques,
giving the lean team experience and selling the lean message
across the council.
• Developing a framework and methodology to take forward
the concept of lean in Angus.

Pilot project results
Pilot projects delivered signiﬁcant results on all counts. The
pilot demonstrated the strategic ﬁt of lean and lean CI to the
transformation agenda. In addition to the lean team, around
30 staff were involved in the operational reviews, and their
willingness and commitment to implement lean customer focus
demonstrated their openness to change and improvement. It
was obvious that the employees ‘on the ground’ were keen to
embrace the change potentials and the personal development
that the new empowerment culture in the council fostered.
Operational reviews within the pilot made a considerable
number of recommendations for improvement to processes
around streamlining, digitising, coordination and a better
balance between control, authorisation and speed.
Experience in the pilots inﬂuenced the development of our
lean strategy under the banner of DELTA (delivering excellence
through lean transformation in Angus) and this bespoke
framework allows us to use the DELTA lean principles in
innovative ways, from strategy and policy development, through
operational process reviews, to underpinning the agile agenda
and supporting teams in their CI efforts.

DELTA and culture change
Early on in our working with the pilot projects, we had some
fairly intense discussions around the whole concept of lean.
In many cases, lean is perceived as a cost cutting and head
reduction exercise as it originated in manufacturing industry
in the USA. We have had to explain in some depth that lean
is pretty well misunderstood if you think of it in terms of its
early history. We now have rebranded lean as continuous
improvement and use the DELTA branding. We have highlighted
that Womack and Jones, the authors of Lean Thinking in 1990,
have often stated that, if they had their time again, they
would have chosen a different ‘label’ for the ideas because to
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CASE EXAMPLE
Modern apprentices – rapid improvement
event (RIE)

understand lean is to understand that no change will take place
without changing behaviours and the underlying culture by
which people do business.
DELTA is working for those who have passed through our
certiﬁcation programme in lean OD. Currently, we have a Master
Black Belt, a Black Belt, six Green Belts and 22 Yellow Belts, using
a creative e-learning and group coaching process. It is anticipated
that we will expand the certiﬁcation and internal change
programme to all directorates, and all areas and management
levels within the Council, effectively doubling our matrix team of
practitioners over the next 9-12 months.

Change takes as long as you want it to take
A huge myth in change management circles is that change, and
in particular culture change, takes a very long time. We would
counter that myth with a strong belief that if you have create
powerful change agents, time is never an enemy. This really goes
to show that using the potential and the power of people, with
some simple tools from lean OD and business transformation, a
great deal can be achieved in a time pressured environment.

Transferability of learning
All the exercises that we have undertaken in the last few years
are achievable in any organisation of any size. We will outline
how this can be achieved, based on the learning and feedback
that we have had from those who facilitated and contributed as
key players in making ‘business transformation’ happen. We will

With only four weeks for preparation we were asked to put
on a rapid improvement event (RIE) on 1 May 2015. The
purpose of the exercise was to establish the possibilities and
appetite for setting up an innovative approach to modern
apprenticeships in construction. The proposed scheme would
establish a Trust to employ young people on a four year
apprentice programme, and the apprentices would gain
experience with local businesses that would have difﬁculty
funding a full-time apprentice.
Working closely with partners from the local college, which
would be the training provider, we were able to develop a
framework which would enable the council to support the
proposal and for it to become self-funding in less than a year.
This would require minimal outlay and also require a number
of partners to come together to make this a reality.
Running a RIE is very difﬁcult and a complex process, and
requires a great deal of interaction, debate and negotiation
with the core actors and stakeholders. In this case, we
had over 50 attendees and we had representatives from
the council, the college, local businesses, Scottish Builders
Federation, the Construction Industry Training Board and
Skills Development Scotland, all brought together for just one
day to create a new and exciting methodology which would
support and increase the employment prospects in Angus.
Over a four year period, some 48 young people will get a real
guaranteed apprenticeship opportunity.
At the end of the event we had obtained agreement to the
principle and constructed a project plan to take this forward.
The ﬁrst intake have now started their apprenticeships. This
was a stimulating project which delivered the results in record
time and demonstrates that change can be driven at the rate
at which the major adherents want the plan to work.
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Angus Council: Major achievement overview
So far, the Virtual DELTA lean team have:
• Conducted a number of strategic and operational lean/DELTA projects.
• Built organisational capacity through supporting the formal certiﬁcation of a virtual DELTA team, comprising both members
with formal certiﬁcations in lean Six Sigma OD and bespoke Angus Yellow Belts in lean OD.
• Drafted 12 DELTA modules/toolkits for use across the council, and delivered a number of presentations to interested groups
within the Council.
• Developed the links between DELTA and the agile programme through one of the 12 DELTA modules (CANDO agile).
• Developed a customer journey mapping process, which is being tested as part of a piece of work for the Customer Care Scrutiny
Panel.
• Outlined and commenced a speciﬁc DELTA programme for the Communities Directorate.

disclose how this can be achieved in the following pages, and
this relates to any organisation in the public or not for proﬁt
sector.
It does not matter if you are in local or central government,
in a NHS healthcare organisation, the third sector, education
or housing association – it is possible and desirable to set these
changes in place. It so happens that you have to assess your
readiness for change and then commit to lead the process.
When we look at potential beneﬁciaries of this business
transformation process, there are a number of enthusiastic
and willing adherents and practitioners for such a change. Just
consider the number of councils in the UK who could beneﬁt
from this approach.
What is also of interest is that many of the ‘strategic and
operational interventions’ we have outlined in the boxed insert
are applicable to any council in the wider UK. Consider, any
council in the UK will have to deal with these issues, and with
418 principal councils in the UK, there is real scope for improving
services for residents and citizens, and at the same time protect
the public pounds and provide best value.

You must have a bias for action over procrastination
It is very simple, you have to focus on action and
implementation rather than theorising. You have to create
a ‘can do’ mentality. Too many organisations over-analyse
situations, rather than taking action and reviewing feedback
from that action.

Major strategic and operational
Interventions
• Angus modern apprentices (see case study).
• Developing a strategic approach for reshaping older
peoples’ housing in Angus.
• Reviewing payment performance and rework in ordering
process.
• Developing a lean pre-application process for larger
development projects.
• Improving the process for booking council premises.
• Streamlining housing allocation processes to reduce voids
(rent loss).
• Improving the staff recruitment processes.
• Revamping the process for school placement requests with a
speciﬁc customer focus.
• Streamlining the process of Teacher recruitment.
• A workout to consolidate different complaints systems into
one corporate process.
• Designing a new process for monitoring, review and
reporting of Service level agreements.
• Streamlining the administration of the stafﬁng
establishment processes.
• ‘Developing lean internal audit

The road less travelled – where to next
So, where do Angus Council go next? We have made a good
start on the road to continuous renewal and transformation and
they can up the pace further.
1. Continuous improvement and workout
Although we have developed a process whereby suggestions
for improvement activity and project improvement are in
place, we do need to ensure that the concept of workout and
continuous improvement is really in place. That means we have
to ensure that any member of staff can contribute their ideas,
and these ideas are to be taken seriously and reviewed for
implementation.
2. The customer journey and the internal customer
The customer journey is still requiring reﬁnement. We ﬁnd
that staff who interact regularly with residents and citizens

Around 30 staff were involved
in the operational reviews,
and their willingness and
commitment to implement
lean customer focus
demonstrated their openness
to change and improvement.
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How to create a business transformation strategy?
You cannot just take it off the shelf and apply it. You cannot
commit to just training people and hope that their motivations
will see them inﬂuence change. Here are some of the ideas and
innovations that have worked for us.

You have to assess your readiness for change
You have to undertake a review of how ready the organisation
is for change, and work on those areas where change is best
accepted. You need to build change champions and early
adaptors for your change to work – so you have to be selective
with those early pilot projects in choosing people who have
the capacity and willingness to learn and make things happen.
Look for positive and optimistic activists.

You have to tailor the process
What works for one organisation will not necessarily work for
another. A template or road map that works for a housing
association may need signiﬁcant adjustment and development
for a county or metropolitan council in England. Avoid quick
ﬁxes and solutions from the shelf. Work closely with trusted
associates and be willing to develop your own people to lead
the way.

You have to structure for change
Your organisation may not be suited for change, so you have to
work through your goals and strategy, and create a structure
that will achieve it ﬁrst, before attempting anything too
cavalier or innovative. You need a sound foundation in place
before you start building the culture around it.

You have to lead the process
It is difﬁcult to transform your business if you fail to commit to
the leadership to drive it. Initially, leadership requires push and
energy, and this is not so common in the workforce. You have
to work on identifying people at all levels who will challenge
the way things are done, who can create a vision or idea for
improvement and who are willing to act, rather than theorise,
stand still and ponder.

You have to scope the projects
Don’t be too ambitious – and restrict initial projects so you don’t
have too many internal customers and suppliers and stakeholders
involved in problem solving. Start small, and build up and learn
from experience. Adhere to the DMAIC process in lean (deﬁne,
measure, analyse, improve and control) and constantly review the
progress, the learning and the failures.

You have to build the capacity and the learning
infrastructure
It is vital to create a team of people whom you are conﬁdent
will support your efforts when times are difﬁcult and things
are not going well. We think it’s rare to over train people to
manage change, but we are willing to try. For all training or
development work, you have to ensure that you have the
resources and a positive ROI for any learning or development
activity. We use coaching, training input, learning management
systems and group working for installing training. Investment
in soft skills training focusing on change implementation is
time and money well spent.

Elearning modules to support DELTA team
facilitators
• Introduction to DELTA – a broad introduction the concepts,
principles and practices of the DELTA process.
• Identifying waste – looking at potential wastes around
wait, application, synergy, transportation and excess.
• COSD – looking at the cost of service delivery and shifting
the balance from rework to prevention.
• Charting and rework – looking at identifying, measuring
and managing the cost of rework and service delivery.
• Creativity in problem solving – looking at brainstorming for
creative thinking.
• Force ﬁeld analysis – looking at the helping and hindering
factors in change and improvement.
• Process mapping – a guide to the use of this core tool for
improvement.
• DELTA and the customer – looking at the customer journey
and how this can be improved.
• Change and change champions – looking at the actors in
the change process, sponsors and the change journey.
• Workouts – using the workout concept for small continuous
improvement in services.
• CANDO – speciﬁc module to start a team journey to
working in an agile environment.
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can quickly adopt a customer friendly and ‘customer focused’
approach. They really do see that the end user is their customer,
and they expect just as much quality service as an external
customer purchasing Council services.
The difﬁcult element is ensuring that those who interact
minimally with the end user devote their energies and their time
to supporting those who are customer facing.
3. Cost of service delivery
In our lean transformation, we have focused on efﬁciencies,
but there is still progress to be made on reducing the costs of
service delivery, by getting rid of rework and taking corrective
action. Taking a more positive aspect of designing processes and
people to invest in the prevention of problems is critical. We still
hear the phrase: “We never have time to invest in prevention”
but our response: “So you say, but you always have time to ﬁx
and rework it”. We think signiﬁcant savings can be made, not
by reducing headcount, but isolating those areas where there
is most rework, and developing a culture of getting it right ﬁrst
time that really revolves around process improvement.
4. Process improvement
In our journey we have found that many processes are
outdated and manually based. We need to press the message
of streamlining and reducing waste through more electronic
means. We have found the best people to involve themselves
here are those who work projects and the workﬂow, rather
than their managers. People who work the process know where
the problems reside, and their cause, and have proven and
innovative ideas for improvement. The move to a culture of
empowerment and permission will let these ideas ﬂow with
ease.

You have to undertake a
review of how ready the
organisation is for change,
and work on those areas
where change is best accepted.

About the authors
Philip Atkinson specialises in strategic cultural and
behavioural change. For the last 25 years he has been
engaged as a consultant supporting organisations in
strategic development, leadership, organisational design,
post-acquisition integration, lean Six-Sigma, quality
management and culture change. He has partnered with
a variety of blue-chip companies in industries ranging
from pharmaceutical to genetics, the automotive industry
to ﬁnance and banking and from NHS bodies to local
authorities. He regularly presents at conferences and
workshop sessions and has written seven books on change

5. Lead the change
Finally, our thoughts are that you can never have too many
good people to lead a process for improvement. This means
building the capacity and empowering people to manage them.
This creates self-managed groups that work naturally across
boundaries. This ﬁts in the grand scheme of things.
It is poignant that we ﬁnish on leadership as a critical issue in
most organisations. When asked the question: “Can’t you have
too much leadership?” We say no. You need leaders at every
stage and level in the organisation. Equipping people with the
capacity to introduce change in their work lives does a great
deal to support them in mastering their potential, not only in
the organisation but also in their lives.

management. His articles and books accessed on www.
philipatkinson.com Philip is also director of Learning
Strategies and of Transformation and Change with ScottMoncrieff. Tel 0131 346 1276 M: 07999 799286.
Janine Wilson is the service manager, governance and
consultancy for Angus Council. Currently, the main focus of
Janine’s work is supporting the Council’s transformational
change through developing and implementing the DELTA
framework, leading the DELTA programme and corporate
capacity building to embed a sustainable DELTA resource
across all directorates of the council. Email Wilsonj@Angus.
gov.uk or M: 07867 905642
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Leadership, innovation
and business growth

Addressing the challenges and
opportunities facing many companies
requires more imaginative and
innovative responses than
incremental improvement, says
Professor Colin Coulson-Thomas.
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usiness leaders need to encourage and support free
enquiry and creativity. While leadership is often
associated with top-down initiation, creative thinking
may be best enabled by standing back, inviting challenge,
encouraging diversity and debate, and removing obstacles
rather than determining individual outcomes.
Some enterprises are the brainchild of a founding
entrepreneur, who then assembles a team with the qualities
needed to commercialise, protect and further exploit it. When
founders retire future growth and development can depend
upon a multitude of local decisions and interactions. What
questions should directors raise to ensure leadership and
innovation are relevant and appropriate?
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The need for product and/
or service innovation may
be accepted, but what
about innovation in ways of
operating, working, learning
or doing business?

Innovation and business growth
Many people lead businesses which they did not create. They
may have had little contact with founder entrepreneurs. In
competitive markets their challenges might appear to be
survival and defending established market positions against
competitors and new entrants. The immediate priorities
sometimes seem to be cost-cutting, retrenchment, improving
efﬁciency and the renewal and/or transformation of an
existing entity rather than the development of a new business
model.
The need for product and/or service innovation may be
accepted, but what about innovation in ways of operating,
working, learning or doing business? Past growth may have
seemed relatively steady but today windows of opportunity
can quickly open and close. Many companies experience
discontinuities. They hit steps that cause a reassessment
of business models and approaches and/or have periods of
exponential growth followed by rapid decline. Staying in the
game may require repeated innovation in terms of offerings,
markets and operating models.

Creativity and innovation
In competitive sectors continual reassessment, renewal
and reinvention may be needed. The alertness, creativity,
ﬂexibility and openness, sensitivity and perspective this
requires cannot be assumed. Corporate leaders may need to
provide people with the freedom to alter how they operate
and organise, and question and challenge assumptions. They
should be allowed to work, learn and collaborate in ways, at
times and places, and with support that best allows them to
give of their best and be creative and productive (CoulsonThomas, 1997).
Where more than incremental adjustment is required,
corporate leaders and their teams should look for
opportunities to create new options and choices and develop
alternative enterprises (Coulson-Thomas, 2001). They should
always be alert to better ways of meeting requirements,

satisfying aspirations and enabling others to achieve their
visions. When diminishing returns set in, what appears to be a
big step may be easier to achieve than squeezing more out of
current operations.
Can greater diversity encourage creativity, innovation and
transformational thinking? At the Palo Alto Research Centre
of Xerox Corporation (PARC) in the 1980s, it was found
that introducing into research groups, degree majors from
disciplines that approached problems differently increased
creativity. The experience of PARC also suggests that creativity
in a research setting needs to be matched by receptiveness to
innovation among corporate decision makers if ideas are to
be commercialised.
Different business, organisational and operating models
have existed for many years. Boards need to ensure that
business models match corporate and customer aspirations
and represent the quickest and most ﬂexible and costeffective way of responding to opportunities and delivering
value. Directors should question whether existing models are
competitive and likely to remain so, and if they are the most
appropriate in the context of the markets a company is in and
its circumstances.

Innovation in what and for whom?
Whether or not innovation is a ‘good thing’ or a distraction,
depends upon what you are trying to be innovative in, or
innovative at. For example, are you trying to perfect existing
operations? What if tastes and requirements are changing,
and if the innovation of others is creating new alternatives
that people might prefer? When does improvement become
unnecessary gold plating? Rather than improvement, should
you be replacing what you are doing with something better?
Be prepared to challenge and focus. Are you and your
colleagues trying to be outstanding at everything you do? If
so, why should customers pay for this? Most customers just
want their suppliers to be excellent at whatever represents
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value for them. Should businesses just aim to excel at critical
success factors for key corporate activities and sources of
differentiation and competitive advantage, and try to be
good enough at everything else?

Hindering or helping innovation
In some sectors, the lifecycles of requirements, offerings,
technologies and markets have dramatically shortened. One
needs to understand the interaction between them and relate
innovation to the lifecycle of an industry (Filson, 2002). Will
there be time to be anything other than just good enough to
be relevant and quickly deliver, while windows of opportunity
exist between revolutions?
Are you hindering or helping creativity and innovation?
Let’s start with some questions relating to hindering
innovation. Think about them in relation to your board
and/or company: Is your strategy overly defensive? Do
you try to protect past investments? Do you instinctively
impose standard approaches and ways of working? Are
you constrained by accounting conventions? Is your market
intelligence focused on existing competitors?
Now let’s turn to helping innovation. Do you invite
challenge, promote freedom of thought and encourage
diversity? Are you willing to reassess, reinvent and write off
past investments and replace them with better alternatives?
Does the company collaborate and set up new ventures with
entrepreneurial staff? Does it scan the business environment
for new possibilities and competitors?
The attitudes, instincts and perspectives of business leaders
can either constrain people or liberate them, and their
judgments can either hinder or help the companies for which
they are responsible to survive and thrive. Courage may be
required to challenge cherished beliefs, disturb a valued
position or otherwise take a big step into the unknown.

Innovation and a company’s business model
There may be better ways of addressing customer
requirements, a faster route to international expansion and
new avenues for the creation of customer value. Directors
should understand and question existing business models and
decide when to refresh them and/or move on to a different
one. Could the business community learn from the creative
arts? Despite agreed musical rules and standard practices,
interpretation is possible. In jazz, improvisation and creativity
may be actively encouraged (Barrett, 1998). Might business
improvisation allow personalised responses?
Innovation in retailing is relentless. High streets have
had to discover a new purpose or die as customers desert
specialist shops in favour of edge-of-town supermarkets,
whose markets have in turn been eroded by discount retailers
and online shopping. Fulﬁlment of sales not already won by
players such as Amazon may now be outsourced to them.
Owners of many physical shops search for alternative uses
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of their premises. On occasion, assets can quickly become
liabilities.
Some internet entrepreneurs operate from home, or
a mobile device in a back pack as they travel to the next
wireless hot spot to update their websites and check for sales
and outstanding orders. Many online businesses are operated
by small teams and have a modest physical footprint.
WhatsApp employed only 55 people in 2014 when Facebook
paid some $19 billion to acquire it.

Directors and business models
The UK’s Companies Act 2006 requires a description of a
company’s business model and strategy within it’s annual
report. The Financial Reporting Council’s corporate
governance code describes the required business model as ‘an
explanation of the basis on which the company generates or
preserves value over the longer term’ and reiterates that it
needs to be reported along with the strategy for delivering
the company’s objectives (FRC, 2014).
To describe a business model directors need ﬁrst to
understand it. When considering if it is appropriate and
whether better models exist, they may experience some
tension between generating and preserving value, but the
clue as to what a response should be lies in the words ‘over
the longer term’. Preserving value does not necessarily
mean protecting an existing model. Remaining relevant and
continuing as a valued supplier may require a succession of
models over time.
Having just invested in an existing business model, a board
could ﬁnd itself presented with an alternative that offers
signiﬁcant advantages for the customer. Delaying a response
might result in a competitor or new player acting quickly to
secure ﬁrst mover advantage. Sometimes directors need to be
courageous and proactive when innovating and engage in the
‘creative destruction’ Joseph Schumpeter described in his 1942
book Capitalism, Socialism and Democracy.

The attitudes, instincts and
perspectives of business
leaders can either constrain
people or liberate them, and
their judgments can either
hinder or help the companies
for which they are responsible
to survive and thrive.
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How does one encourage creative discussion across a
network of communities that may be diverse in nationality,
religion and political views? Some groups are relatively open,
while others are more closed. In some countries, circles and
communities, challenging a prevailing view, orthodoxy or
established assumption might cause offence. One may need to
actively ensure freedom of enquiry where conformity is, or is
becoming, the norm (Williams, 2016).

Business model decisions
As connectivity continues to improve, relative costs change
and further innovations occur; how and when and in what
ways should business leaders respond? Should a company
ﬁght back through an existing business model or embrace
a new one? Airlines faced this dilemma when confronted
with ‘no frills’ or budget rivals. Established carriers looked
for new ways of segmenting the market and differentiating
their more expensive offerings. Some set up their own budget
operations.
Where a new way of operating is materially different from
a current model, should one try to adapt it, or would it be
better to set up a greenﬁeld operation and offer it through a
new business unit or legal entity? Many ﬁnancial institutions

faced this issue in relation to internet banking. Should one
offer online and/or mobile device access to customers via an
existing structure, or establish a dedicated entity that would
just offer internet banking facilities?
People may be willing to buy or transact online without
visiting a physical location or a face-to-face meeting. Lower
cost structures can enable internet offers to be made at
reduced prices. Book shops have had to re-think their offer to
customers to compete with online stores and the special offers
on high volume titles of other retailers. Some music stores
have struggled for survival as more music is downloaded.
One response is to devote extra shelf space to higher margin
headsets.
As some consumers switch to a new business model, while
others remain loyal to existing channels, a company may
incur the higher costs of multiple ways of purchasing its
offerings. Publishers faced the dilemma of whether or not
to fund multiple channels to market, as more people sought
electronic alternatives to print media. Many customers now
expect multiple options for receiving content, including when
on the move via mobile devices.
Some innovations can have a drastic impact upon existing
activities, roles and relationships. People may be concerned
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about the consequences of their decisions for others and their
future prospects. Tolerating risk, well intentioned failure
and uncertainty; providing reassurance when imaginative
exploration fails to bear fruit; and avoiding a blame culture
can all help (Klein & Knight, 2005).

Business model lifecycles
Just as sales teams monitor the lifecycles of key products and
services, so directors should keep an eye on business model
lifecycles and remain alert to alternatives. As with products,
innovation can sharply reduce expectations of a relatively
long plateau stage and slow decline phase. As the lifetime of
a generation of technology shortens, one may need to move
on before laggards catch up and launch a succession of new
options for early adopters (Rogers, 1983).
The speeding up or termination of lifecycles can be
challenging for bureaucratic organisations with high crawl
out costs. A company’s ability to restructure, redesign
processes and adopt new technology may not keep pace with
shorter business model lifecycles and windows of opportunity,
changing customer requirements and competitive moves.
New entrants and entrepreneurs with less invested in
current operations may be more inclined to introduce a new
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business model. Too often, competitive intelligence monitors
established competitors and improvements to existing
business models, rather than scanning for new entrants and
alternative ways of operating. The innovation that turns
assets and strengths into liabilities and crawl-out costs, may
be triggered by a new player with a more effective and
ﬂexible business model.
Do you stay close to alert and demanding customers and
open-minded and imaginative employees, and work with
them and supply chain partners to identify and implement
business model improvements and/or innovations? Where
there is a risk of creative employees leaving to set up their
own operation based upon a new business model and thus
becoming competitors, a company should consider working
with them and sharing an equity stake in new collaborative
ventures.
On occasion, one may be forced to react to change. As
key customers transition to new business models, suppliers
may need to follow suit if they are to maintain a business
relationship. Thought may also need to be given to how
best to help others to adjust. The provision of support and
successful adjustment may increase willingness to make
further changes.

To describe a business
model directors need
ﬁrst to understand it.
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Accommodating different business models
Sometimes technological changes and other innovations
create a variety of possibilities. New business models
of strategic and key customers may evolve in different
directions. A single model may not be the best solution for all
business units, markets or corporate operations. It might be
advantageous, advisable and/or necessary to operate through
a portfolio of business models. Will people accommodate
the different perspectives and ways of looking at situations
involved?
Alternative business models can have very different support
requirements. Existing people, capabilities and facilities may
be more suited to some models than others. Certain models
may coexist more readily than others. Should a company
develop new capabilities or subcontract to external suppliers?
Should it pursue options alone or in collaboration with
complementary partners? Should a separate entity be set up
for online sales and fulﬁlment arrangements be contracted
out?
A change of business model can impact upon some more
than others. One may need to take steps to understand
and address resistance to change (Ford and Ford, 2009).
Some directors are reluctant to abandon what has
worked well in the past. They resist turning their backs on
expensively acquired capabilities that have been a source of
competitive advantage. If better alternatives are available,
past expenditures should be viewed as sunk costs. In fast
moving environments it may be better to think in terms of
incremental costs and revenues.

Governance and relationship implications
The adoption of a new business model can give rise to
governance, management and relationship issues. Few if
any of the existing directors and senior management team
may have experience of operating one or more new business
models. How one manages different business models can
vary according to their characteristics and the situation and
context.
Where an existing team is struggling to innovate and
reinvent, one may need to look elsewhere for inspiration.
How many of them have experience of other sectors? Is the
board open to external and unorthodox ideas? Throughout
history, signiﬁcant breakthroughs in thinking have been
caused by relative outsiders who have challenged established
views (Kuhn, 1962).
In competitive markets the transition to a new business
model may need to take place more quickly than relevant
experience and capabilities can be acquired. Do new roles
and responsibilities need to be delegated to a refreshed
management team? Does the role of head ofﬁce units need
to be re-thought in relation to a new business model, or a
portfolio of new business models?
A new business model can create diversiﬁcation
opportunities. What other products, services and customers
might it suit? Are there new roles that a company could play
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within a supply chain or the changing business models of
major customers or business partners? In relation to collective
responses, co-creation and multiple and virtual networks
what steps should directors take to encourage more creative
collaboration (Bennis and Ward, 1997)?
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Coulson-Thomas, C (2001), Shaping Things to Come, strategies
for creating alternative enterprises, Dublin, Blackhall
Publishing.
Filson, D. (2002), Product and process innovations in the
lifecycle of an industry, Journal of
Economic Behavior & Organization Vol. 49 (1), pp. 97-112.

Leadership implications of new business models
Some corporate leaders may have to rethink the nature of
contemporary leadership, the relative importance of different
qualities, the composition of their teams and how these are
managed. They may need to ensure diversity, a mix of internal
and external experiences and perspectives, and access to the
lateral thinking skills required to develop better alternatives
(Sloane, 2003).
Some business leaders require new skills. Hitherto they have
spent much of their time instructing, guiding, monitoring
and controlling subordinates, yet in some business models
there are few people to command new key players such as
developers of essential algorithms, apps and automated
responses, while many professionals could be replaced by
expert systems (Kaplan, 2015).
When companies and their customers, suppliers or
business partners change a business model, business leaders
should consider the implications. Will different models be
compatible? What new challenges and opportunities might
be created? What might a company be able to do differently?
What additional capabilities and relationships will be
required?
Leadership is becoming less about the executive team
and internal employees, and more about new possibilities,
external interests, developments and trends, and relationships
with key customers, strategically important users, institutional
investors and regulators? Leaders need to engage, listen and
understand, before responding and contributing to the cocreation of value. They must be open to new business models
and options for organising, operating, working and learning,
and able to select the options that enable new challenges and
opportunities to be addressed as they emerge.

Note
This article draws upon a paper and speech prepared by
Professor Colin Coulson-Thomas for a plenary session on
the ﬁrst day of the Dubai Global Convention 2016 and 26th
World Congress on Leadership for Business Excellence and
Innovation organised by India’s Institute of Directors.
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Will emerging
markets triumph?
The inﬂuence of the globalisation process on labour practices in developed
economies and emerging markets. By David Floyd and Philip Carney.

T

his paper sets out to examine how labour markets are
being inﬂuenced by the globalisation process, in both
developed and emerging markets, drawing on a variety of
country case data. Furthermore, the paper draws on theories of
culture, politics and labour economics in order explain contrasts
in policy from both the East and West.
Evidence would suggest that labour practices are becoming
more similar across developed and emerging markets alike.
Furthermore the paper adds to the theories and perspectives on
cross cultural management. However, even in emerging markets
that have become more developed some cultural differences

remain particularly in terms of taxation policy, welfare provision
and working hours as will be shown.
Much work has been done on the effects of globalisation and
foreign direct investment. The increase in world trade has led to
economic growth and low inﬂation, as has been documented by
authors including Dunning 1993, Krugman 2006. The increase in
the free movement of capital and labour has led to the adoption
of a more common approach to labour practices globally.
Multinational companies have required ﬁrms in emerging markets
to adopt similar skills and standards when producing goods and
services globally, in order to guarantee their reputations on the
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global market. In the more advanced emerging markets including
Hong Kong, Singapore and South Korea, there have been higher
levels of education participation and skills development with
the adoption of patent protection and global quality standards.
This may later be more apparent in advanced parts of China and
Malaysia as they move up the value chain.

The Asian perspective
Some of the main differences apparent in labour market
practices stem from cultural differences, see Floyd 1997. Much
work has been done on international culture. Hofstede 1990
shows that Eastern countries tend to exhibit more long term
orientation. However there is evidence that this is changing as
savings ratios in China for example have changed signiﬁcantly,
according to the world in 2014 and this may now be less than
30% of income. This is becoming more similar to savings
patterns in the West.
With regard to the strong focus on collectivism in China and
many parts of Asia, this still exists due to the limited levels of
welfare provision offered by government. The family therefore
still needs to provide in some circumstances. There is also a
more long term orientated culture referred to as confusion
dynamism. Furthermore, there is more respect for old people
and less room for criticism of those in higher ranked positions.
This may result in more investment for the future. In addition
Chinese ﬁrms have begun to acquire Western ﬁrms to build on
their internationalisation skills which have traditionally been
a drawback, see Buckley 2007. With regards to masculinity
dimension, there is evidence that many Western countries
still provide greater levels of support for their workers
due to greater levels of regulation in the workplace. These
include higher levels of minimum wages, better payments
for maternity leave and greater regulation to achieve equal
pay in both race and gender attributes. The more advanced
Asian countries including Singapore and Hong Kong tend
to offer lower taxes in order to stimulate foreign direct
investment, taxes are higher in China though there has been
the development of Special Administrative zones and regions
offering various types of government incentives.
There are still differences in the levels of public and private
sector employment across Asian countries. The more advanced
emerging markets tend to have more private sector ﬁrms.
However in China, the government plays a major role in
employment despite the fact that more of the labour market is
now dominated by foreign ﬁrms.
This has led to a limited understanding of the private sector
and posed constraints for China to develop its own brands, see
Floyd Ardley McManus 2011. There are also large differences
in working practices across China and conditions will depend
on the Province in question. However the Chinese government
is likely to move towards more privatisation in the future,
the SOES that provide beneﬁts to workers including housing
retirement and social harmony, are becoming less despite the
legacy of the former communist years; a similar thing also is
happening to Japan due to the pressures to become more cost
effective in the global business environment. There is also a
new policy of cracking down on corruption by the new Chinese
government. The big Cities will tend to adopt more global
management practices.
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Culture is also related to history and distance according to
Shenkar 1985. The concept of Psychic distance also shows how
history, distance and the factors suggested by Hofstede 1990
can be put together in order to ﬁnd a better explanation of
international cultures. On the psychic distance variable for
example the UK and China were seen as being the furthest
apart, see Bridgewater 2002.
Hong Kong, Malaysia and Singapore have all had experienced
of the UK system in the past. This may help explain the higher
levels of patent protection compared to China, which has
helped these economies to move into higher value added goods
and services which require higher levels of education. Higher
levels of regulation will take place in these sectors and the
higher value added sectors will therefore adopt more similar
labour practices to Western Countries. Bridgewater 2002 also
shows how Asian cultures tend to make more of building up
networks where mutual trust and exchange takes place and the
concept of Guanxi has been developed.

European contrasts
Labour market practices in the European Union remain more
deﬁned and a list of workers rights have been established in the
Social Chapter that are legally binding, see Mercado 2001.
Minimum wages and maternity rights tend to be more
generous in EU member states compared with Asian countries.
The new living wage introduced in the UK in 2016 also aims
to increase wages to £9 per hour by 2020, See Department for
Business, Innovation and Skills 2020. However, such policies
may damage competitiveness if higher productivity cannot be
assured. Moreover, lower wages may also allow higher skilled
workers to substitute lowered skilled tasks to other workers, so
that the most can be made out of higher value added skills.
There are other examples of how Eastern country labour
market practices can inﬂuence the price of labour and increase
competitiveness compared with counterparts in the European
Union. Low rates of taxation can help encourage employment
growth and encourage ﬁrms to take on increased numbers
of workers. These supply side policies are suggested by many
economists, see Sloman 2013. The downside to this may be the
exploitation of workers though in a higher cost economy a
higher minimum wage may still not be good enough to avoid

Multinational companies have
required ﬁrms in emerging
markets to adopt similar
skills and standards when
producing goods and services
globally in order to guarantee
their reputations on the
global market.
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In many Asian countries
including China, government
spending has focused more on
infrastructure and supporting
state owned enterprises rather
than on providing healthcare
as has been the case in the
European Union.
seeing some of the workforce being exploited, as well as a
reduction in the competitiveness of the economy.
The limited welfare system in many Asian countries is
responsible for more family orientation in the work place. In
addition, many Asian families have been expected to look after
their parents in older age due to the limited welfare provision.
The lack of welfare provision in many Asian countries might help
explain why there is a strong work ethic, indeed the numbers of
hours worked may decline if people could rely on the insurance
of a substantial welfare system. Furthermore, in many Asian
countries including China, government spending has focused
more on infrastructure and supporting state owned enterprises
rather than on providing healthcare as has been the case in the
European Union. Future spending in Asia is also more likely to
focus on education and infrastructure rather than healthcare
and supporting the welfare of poorer people, who may have
difﬁculties competing in the global job market. Indeed the
globalisation process is inﬂuencing Western labour markets with
the reduction of welfare provision being offered by government
in order to keep taxes more lower and competitive as well as
paying off the deﬁcit. Workers for example are having to retire
later in life and are taking real terms cuts in pension provision.

Macroeconomics and the contrasting labour markets
Many Asian markets tend to focus on a low risk culture
according to Hofstede 1990. This is partly reﬂected by most
countries not having a widely ﬂuctuating exchange rate and
some Asian countries try to peg their currencies to the dollar and
run government surpluses as in the case of China. Large deﬁcits,
quantitative easing and labour market reforms have therefore
had less impact on the Japanese currency so far, with the Yen
only ﬂuctuating around 10% in the last year against the dollar,
according to Financial Times data 2014. A savings culture can
therefore result in more stability. There may also be a historical
factor that has kept rates stable in the past and it may take time
before the markets factor in a change in direction. However it
may mean less variation in the labour market and less chance
to beneﬁt from shortage of labour opportunities. In China with
high growth, one would expect inﬂation, but this has been low
compared with many other emerging markets which may reﬂect
the savings culture as well as the ability of government to create
a budget surplus. There has also recently been a long period of
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relatively low inﬂation in Western countries due to the effects
of the ﬁnancial crisis. It will be interesting to see if this remains
in the long term as the country focuses more on consumption.
Inﬂation however, may stay low globally partly due to the
effects of more international trade and competition. Indonesia
and India on the other hand have less stability in terms of
government debt and therefore experience higher levels of
inﬂation.
It has been shown that there are still many differences
between Western and Asian labour markets, despite the
inﬂuence of the globalisation process and the expansion of the
World Trade Organisation process. The emerging markets in Asia
have chosen to follow certain Western characteristics, but retain
some of their own distinct features.
The work ethic and lack of welfare systems are still the most
apparent differences, though the macroeconomic factors are
more similar these days in terms of inﬂation and allowing for
more competition to some extent. For the future, it is likely
that a balance of high skills is required. An effectively regulated
market is also required in terms of copyright protection.
If countries are to complete globally, they need to achieve
improvements in productivity particularly if they wish to support
welfare systems as well as good levels of social protection in the
work place and an increase in the skills base.
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Western countries still provide
greater levels of support for
their workers due to greater
levels of regulation in the
workplace.
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