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Correction
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Traits of Highly Engaged Workers” was
incorrectly listed. It should have been
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TIPS FOR MANAGING A

TECHNICAL,
MULTICULTURAL
TEAM

Alexandra de Paiva, ACMA, CGMA,
controller and general manager for
finance at Norsk Hydro

Overcome language barriers, know how the business operates,
and stimulate staff input.

A

lexandra de Paiva, ACMA, CGMA, has
covered more distance and more subject
matter than most people. She started her
career with a degree in chemical engineering
in South America. Her life since then has
taken her to Australia and back to Brazil,
where she is a controller and general manager for finance at
Norsk Hydro, a global aluminium producer.
De Paiva speaks three languages. She’s as comfortable
on the factory floor as she is in the central office. And she’s
a prime example of how a hands-on approach to knowledge
and culture can produce winning results.
Here are the lessons she has learnt along the way:
Find a common language. On multinational teams, it
may be easy to get overwhelmed with worries about cultural
taboos and conflicting work styles. De Paiva said the very
first challenge to address should always be language.
“You first need to make it clear to staff: ‘We are working
as a group from different language backgrounds, from different cultural backgrounds,’ ” she said. “If you know there will
be native English speakers and non-English speakers, you’ve
got to watch out for whether the non-English [speakers] are
really following the message, and you’ve got to keep an eye
on the native English speakers to make sure there’s no slang
being used, no regionalisms.”
Think like an engineer. Part of de Paiva’s success in
the metals and mining industry comes from the fact that
she knows her subject matter. She strives to understand the

engineering and other technical aspects of the field.
That legwork makes it easier for her to build trust
between different kinds of professionals in her organisation.
“What makes the difference is that people perceive you
understand,” she said. “The big message for management
accountants is that they have to learn about the business, no
matter what their business is.”
De Paiva recommended a “structured” way of thinking,
such as the SIPOC (suppliers, inputs, process, outputs,
and customers) method of process mapping. That kind of
structured approach has to be informed, she said, by relevant
study and conversation.
Let your staff talk. De Paiva worked for a large company as it went through significant changes. She became the
manager of a new and unfamiliar group during this shift.
As part of her introduction, she had her new staff members write some of their own rules. She set up an anonymous
form for employees to send her ideas and annoyances.
The result: simple changes. A rule against speakerphone
use in the open office improved the workplace environment. De Paiva also set aside weekly meetings during which
employees could vent and ask questions about some of the
changes that were roiling the company.
“It’s amazing the amount of gossip and detrimental
comments that people spread in the workforce,” she said. “I
prefer to hear the gossip first.”
Andrew Kenney is a CGMA Magazine contributing editor. ■
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By Andrew Kenney

Syngenta, which operates this innovation
centre in North Carolina, has used corporate
venture capital investments to complement
its core and address growth opportunities.

BUYING INNOVATION:

THE RISE OF CORPORATE
VENTURE CAPITAL
Some organisations are looking beyond their corporate borders
to invest in — or outright buy — products or technologies.

Photo courtesy of Syngenta

By Mark S. Brooks

C

orporations have long striven to compete
and grow through innovation — new
products, new services, new markets, new
business models, and new ways of creating
value. The best ones strike a critical
balance between maintaining the existing
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business while venturing into new areas.
Many companies pursue innovation through in-house
research and development, strategic alliances, crowdsourcing
ideas, and experimentation. But another tack — corporate venture capital (CVC) — is increasingly becoming a means for companies to gain an edge in today’s global economic landscape.
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CVC deals worth a total of $29.1 billion were funded
globally in 2015 — the most in the past four years, according
to venture capital database CB Insights. The sum covered
at least 1,365 deals, also a four-year high. And 53 new CVC
units made their first investment in the first half of 2016,
which continues a steady upward trend of new CVC units
since 2011. (See Figures 1, 2, and 4, which illustrate the
growth and geographic reach of CVC.)
Many notable CVC units are attached to recognisable
names. As of 2015, Google Ventures was the world’s largest
CVC outfit with more than $3 billion under management.
Other notable funds include BMW i Ventures, Citi Ventures,
GE Ventures, and Intel Capital. “CVC is required for any
large successful organisation that wants to last more than a
generation,” said Patrick Landers, the AARP’s director of
innovation, who helped develop the organisation’s CVC fund.
But an organisation doesn’t have to be a global corporate
behemoth to pursue CVC strategies.
The CVC concept is fairly straightforward: Investment
funds are established within a parent company. The funds
target high-growth or high-potential technologies and ventures
that could provide value for the parent. The investments are
usually strategically aligned to the parent company’s mission
and values. CVC is most often focused on external investments but could also include investments in internal ventures.
CVC investments provide start-ups with capital, industry
knowledge, and access to known markets. In return, startups provide the parent company financial returns, market
insights, and access to potentially disruptive technologies,
promising platforms, and emerging markets. CVC investments complement other corporate innovation initiatives by
deepening meaningful relationships with the entrepreneurial,
start-up, and venture capital (VC) communities. CVC differs
from acquisitions. Whereas acquisitions often fill a gap in capabilities, CVC expands innovation and long-term research
and development efforts. (For an option for companies that
do not want to invest in a start-up, see the sidebar, “Incubation as an Alternative to CVC”.)

CVC IS MORE THAN MONEY
Corporations that invest in start-ups offer deep industry
insights and expertise because of their market positions and
proprietary know-how. They become actively engaged in the
company in which they have invested, often influencing the
strategic direction by taking a board seat or acting as a strategic adviser. This is where CVC differs from conventional
VC. Traditional VC organisations are experts in building
new businesses and driving financial results by offering both
capital and business growth expertise.

Conventional VC
Figure 1:
firms focus mainly
on financial goals
Global CVC deals
and returns. While
1,365
corporations also seek
1,260
financial returns, they
predominantly focus
960
on actions that benefit
the parent company’s
760
strategic direction.
Start-ups seeking
investment capital will
weigh the differences
between corporate investors and traditional
VC investors.
Take Syngenta, an
2012
2013 2014
2015
agriculture company
Source: CB Insights, The H1 2016
with $13 billion in sales
Corporate Venture Capital Report.
in 2015, as an example.
The company develops
agrichemicals and
seeds. That is its core.
Figure 2:
Yet it actively invests in
New CVC groups
adjacent market opportunities, such as digital
85
and precision agricul77
ture technologies, that
67
complement its core
and address growth
opportunities within its
47
business ecosystem.
Not every individu37
al investment will necessarily be a financial
or strategic success, but
that’s not the only measure of CVC. “CVC
allows [the parent company] to explore the art
2011 2012 2013 2014 2015
of the possible through
Source: CB Insights, The H1 2016
Corporate Venture Capital Report.
practical examples,”
said John Ramsay, the
CFO of Syngenta.
Each investment provides an opportunity for market intelligence. Each new venture tests a hypothesis, which furthers the
knowledge of the CVC group and parent company. Through
CVC, this knowledge can often be gleaned cheaper, faster, and
with less risk than innovating exclusively in-house.
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Google Ventures, the
venture capital arm
of Google’s parent
company, Alphabet
Inc., was the world’s
largest CVC outfit as
of 2015.

In setting up and managing CVC activities, consider these
simple ingredients:
n Find the money. Dedicated funds should be allocated
for CVC activity, including cash for investments and
the CVC team’s overhead. The money can be either
recurring annual installments or a one-time allotment. A
frequent source of CVC funds is to leverage a percentage of a company’s profits, operating revenue, or R&D
budget. In starting a CVC unit, it may be easier to secure
a one-time allotment of investment funds to prove CVC
viability.
n Centralise the team. Research strongly suggests that
CVC activity should be centralised within one team. The
CVC team should actively co-ordinate with applicable
business units to ensure strategic alignment. Centralising
the CVC team also provides a repository of institutional
knowledge, which can persist through time and benefit
future CVC teams.
n Recruit and retain the right talent. Experience with
traditional VC is helpful, but equally important is that
CVC staff be excellent brokers of knowledge within
their company, have superb strategic thinking skills, be
outstanding corporate and political navigators, be willing
to spend significant time understanding the strategic objectives and needs of the company, and be credible within
their company.
n Compensate appropriately. Most CVC staff are
well-compensated as flat-rate salaried professionals as
opposed to private-equity VC staff who are able to carry
interest or establish an equity stake in their investments.

SIMPLE RECIPE FOR CVC
Potential CVC investments generally fall within one of
three stages, each of equal importance. The characteristics of each stage vary. The sweet spot for any particular
CVC may depend on the size of available funds, number
of investments it wishes to make and can manage at any
given time, its appetite for risk, the type of industry, and its
patience in seeing returns. (See Figure 3, “The 3 Stages of
CVC Investments”.)

Photo by Jason Doiy/iStock

Figure 3: The 3 stages of CVC investments
Stage

General definition

Investment
risk

Influence

Size of
investment

Time to see Typical
size of
financial
return
returns

Seed

The new venture has no customers or revenue;
it is focused on researching, assessing, and
developing an initial concept.

High

High

Small

5+ years

10x

Start-up

The new venture is beginning its product
development and initial marketing efforts; it may
have not yet sold anything commercially.

Medium

Medium

Medium

3–5 years

5x

Growth

The new venture has customers and revenue and
is focused on expansion and growth; it is usually
already backed by capital from other venture firms.

Low

Low

Large

<3 years

2–3x
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Incubation as an alternative to CVC

n

n

n

n

Directly investing in start-up companies may not be tenable
for all organisations. One viable alternative is to operate a
corporate incubator. The intent of a corporate incubator is to
find promising new ideas and technologies and work closely
with them to further develop in a protected space.
Corporate incubators often provide non-financial resources to entrepreneurs and start-up companies. Resources may
include office space and access to corporate talent, expertise,
and information technology systems. In return, the start-up
may be required to integrate some of its activities into the
incubator’s parent company. This benefits the start-up by
giving it industry credibility, rapid knowledge gain, and the
potential for sales. The incubator benefits by having influence
over the start-up and the ability to leverage it in generating

revenue with extremely low risk and overhead. While equity
ownership does not normally change hands in corporate
incubators, a financial arrangement may be involved, such
as the incubator paying the start-up to tailor its offerings for
the parent. If the incubation is successful, the start-up may be
bought or established as a vendor.
Incubators can also be internally facing. They can rely
on internal ideas and staff to develop new ventures. Internal
incubators often operate outside their corporation’s regular
structure. This protected environment helps ensure that promising ideas are not killed by the demands of the core business.
Both models focus on developing opportunities of strategic
importance and can be low-cost alternatives or even precursors to CVC.

The CVC flat-rate compensation model helps to avoid
potential risky investments or personal conflicts.
Identify target areas. Be disciplined in choosing the
target areas for investment. Consider your company’s
strategic core, strategic direction, and adjacent market
opportunities. Focus investment activity on one or two
targeted areas that will support and help grow your
company’s core. These may include investments that
complement your company’s core offerings or help grow
into adjacencies.
Take a portfolio approach. A diversified approach can
reduce risk. The same is true for CVC. Spread your
CVC investments across different types of companies at
different stages that align with different components of
your company’s strategic core.
Be clear on decision-making authority. Corporate investment decisions will have to be informed and approved
by the right people. Many CVC decisions are made by
a small team consisting of the CFO, chief technology
officer, head of R&D or equivalent, head of the CVC unit,
and the lead of any applicable business units that align
with the start-up. Smaller is better for quick and sharp
decisions.
Be willing to partner with other investors. Not all
investments will require or invite other investors. But be
open to the possibility of needing other investors due to
the investment size or need for additional expertise in the

start-up’s activities.
If other investors
Figure 4:
are involved, be
CVC deals by
sure to conduct due
continent*
diligence on them,
too, to ensure a good
fit and the likelihood
of a good working
relationship.
n Measure success.
Choosing the right
success metrics
depends on your
company’s priorities,
strategic direction,
■ North America:........ 62%
culture, and maturity
■ Asia:....................... 17%
of the CVC fund.
■ Europe: .................. 19%
CVC funds often
■ Other: ...................... 1%
have a combination of
*Second quarter 2016
metrics including deal
(Figures don’t add up to
flow and investment
100 due to rounding.)
activity, value added
Source: CB Insights, The H1 2016
to its own business
Corporate Venture Capital Report.
units, and financial
return. Details and
weighting of each are highly variable. Some CVC groups
even look for a simple financial return that pays for the
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Focus investment activity on
one or two targeted areas
that will support and help
grow your company’s core.
CVC group’s existence plus some percentage in excess.
Most importantly, the CVC group should provide value
for the parent company.

3.

4.

CVC PROCESS IN 5 STEPS
CVC generally has five discrete steps:
Deal sourcing. The quality and quantity of potential
investments depends on the quality of a CVC team’s
relationship network. An effective deal-sourcing network includes getting out of the office, connecting with
entrepreneurial communities of practice, and connecting
with other CVC or VC groups. Entrepreneurial communities include individual start-up companies and convening venues (such as co-working spaces that cater to
early-stage companies). By sharing your CVC group’s
investment interests and targets with other CVC or VC
groups, you increase visibility into other potential investments and make yourself known to other investors
who may benefit from your expertise. As your CVC
group matures and becomes better known, expect entrepreneurs and other investors to start coming to you.
Due diligence. Potential investments should be wellvetted and researched. Among the things to look for:
n Commercial viability.
n Alignment with the parent company’s strategic plans.
n Strength of the start-up company’s founders and
staff.
n Sustained competitive or technological advantage.
n A well-defined market — and a well-defined problem
this solves for the market.
n Strength of intellectual property.
n Scalability.
n Difficulty for a competitor to replicate.
n Assessment of the positioning and strength of other
potential investors.
		 Additionally, a valuation of the start-up should be
calculated to ensure that the size of the potential investment is appropriate for the amount of equity being
purchased.

1.

2.
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5.

Deal closing. A term sheet detailing, among other
things, the company’s valuation and equity being purchased should be agreed upon by the start-up company
and the CVC group. There may be co-investors. Some
investors may get squeezed out of a deal because they
provide no additional expertise or value to the start-up
or other investors beyond their money. Therefore, even
small investors may be highly valued because of their
special knowledge, market access, or specific market
influence.
Monitoring. This step is the longest. It includes coaching, mentoring, advising, and otherwise influencing the
future of the company in which the CVC invested. Depending on the size of the investment and the amount
of equity owned, this step may include a seat on the
board of directors. For smaller investments, it may
instead include an observer role on the board or simply
an advisory role with the leadership team. In either
case, this step is all about influencing the company to
benefit its growth and the parent company. The parent
company should expect to lend subject-matter expertise
and market access in the interest of growing the investment and ensuring strategic alignment.
Exit. Exiting may include writing off the investment
due to company failure, selling the equity as part of
a merger or acquisition, cashing out due to an initial
public offering of stock, or purchasing all of the start-up
as part of the parent company’s own growth.

OVERCOMING THE BOOM-AND-BUST CYCLE
Five years is about the time needed to see a measurable return on the typical CVC group’s investments. Due to CVC’s
ambiguous nature and potential riskiness, CVC groups tend
to have roughly a five-year boom-and-bust cycle, especially
during lean economic times.
There are three simple things a CVC group should do to
arrest the cycle:
n Make your board and CEO proud of the CVC function.
Let them tout and own its successes.
n Ensure that your CVC function furthers your company’s
strategic objectives. All investments should align with
your strategy.
n Ensure that your CVC activities and all the expertise
your company brings to an investment actually add value
to the start-up company beyond the money.
Mark S. Brooks is the senior manager of innovation at the American
Institute of CPAs, where he is focused on strategic innovation, thought
leadership, growth of the profession, and member value. ■
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GET AN EDGE IN RECRUITING
Intense competition for skilled candidates is creating a
need for more efficient hiring practices.
By Ken Tysiac
here may never be a better time for
organisations to carefully scrutinise their
hiring processes to make sure they are
optimised for delivering the best hires.
The global job market is tilted towards
candidates right now, and many candidates
are not eager to wait long for a job offer.
Almost half (47%) of 239 recruiters in a global survey
conducted in May by recruiting firm MRINetwork said
the leading reason that candidates turn down a job offer is

Image by wragg/iStock
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that they have accepted another offer elsewhere. Recruiters
interviewed for the survey said many employers are hurting
themselves with a slow, arduous interview process.
Nearly three-quarters (71%) of offers are made within
three to six weeks after the initial interview, according to the
survey report. Job offers extended within one to two weeks
dropped from 20% in 2014 to 12% in 2016, representing
a shift to a longer period of waiting that the survey report
says fails to consider recruiters’ advice to expedite the
interviewing and hiring process and makes it more likely that

15

Figure 1: Are hiring processes
too long?
Recruiters say long hiring processes are the biggest problem
for employers in recruiting:
Q: What is holding back managers from hiring?
Lengthy hiring
practices

56%

Lack of suitable
candidates

52%

Compensation packages
not competitive

45%

Resistance in getting
authorisation to hire

23%

No flexible schedules
or telecommuting

9%

Lack of promotions/
career-pathing

8%
6%

Other
0

10% 20% 30% 40% 50% 60%

Source: Global survey of 239 recruiters by recruiting firm MRINetwork.

candidates will take another job. (See Figure 1, “Are Hiring
Processes Too Long?” for the top reasons recruiters attribute
to managers’ not making hires.)
Companies and firms with lengthy hiring processes are
losing skilled finance and accounting talent to competitors
who are willing to work more quickly, according to Tim
Hird, executive director of Robert Half Management
Resources. This problem also exists for skilled jobs outside
finance and accounting.
“It’s for any job,” said David Wu, CPA, founder, CEO,
and managing partner of executive search and HR advisory
services firm GMPTALENT International in Shanghai City,
China. “If this is a good talent, everybody wants it. And if
your process is very lengthy and becomes too political and
too much of a process, the candidate will lose interest.”
The possibility that candidates might lose interest or get
hired elsewhere adds another hurdle to recruiting efforts that
already were challenging because of a lack of skilled jobseekers (see Figure 2, “Talent Shortage by the Numbers”).
“In Africa, and in Ghana in particular, it’s quite difficult
getting the right kind of skills,” said Andy Mensah,

Figure 2: Talent shortage by the
numbers

72%

Respondents to PwC’s 2016 CEO survey who
said they are at least somewhat concerned about
the impact the availability of skills is having on their business.

Source: PwC 2016 CEO survey.

53%

Senior executives in Nigeria who find it challenging to attract leadership talent, according
to a 2015 survey by Russell Reynolds & Associates. The
same problem is reported by execs in South Africa (46%)
and Kenya (43%).

Source: Russell Reynolds & Associates, Attracting and Retaining Executive Talent in
Africa: 2015 Survey Findings.

5.9 million

Job openings in the US in July, the
highest mark since the statistic’s inception in December 2000, suggesting that employers can’t find
the right people to fill positions.

Source: US Department of Labor, Bureau of Labor Statistics.
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ACMA, CGMA, a human resources partner with IBM
Ghana Ltd. in Accra, Ghana.
More than ever, employers need to make sure that
processes screen out unqualified candidates and recruit
new employees with skills to excel in their positions. But
at the same time, they don’t want to lose the most talented
candidates to competitors who make offers more quickly.
“Those companies that take longer to make decisions
and have multiple rounds of interviews are the ones that are
losing the candidates because there are companies out there
that are moving faster,” Hird said. “That doesn’t mean that
they shortcut the quality of the hiring process or the due
diligence in it, but it’s just more efficient.”

FINDING THE RIGHT FIT
Beth Berk, CPA, CGMA, an independent recruiter based
in the US state of Maryland, acknowledges the need for
efficiency but said focusing on the right fit should be the
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primary objective of the employer and the candidate. She
said that one way a hiring manager can guard against losing a
coveted candidate is to ask for the courtesy of being informed
if the candidate gets another offer. Other practices employers
may wish to consider include:
Keep it simple. The application process shouldn’t be so
labourious that it prevents candidates from submitting their
name for consideration. “You need a transparent application
process,” Mensah said. “The candidate must know what is
required of them, and … they must know how to apply. And
it must be easy for them to do so.”
Set expectations and be forthcoming. From the start,
be candid with the job candidate about your expectations,
requirements, and what the process will entail. If you are
going to require skills testing, personality testing, or sample
work, let the candidate know at the beginning of the process.
And keep the candidate updated on how many people you
are interviewing, the time frame, and your selection criteria.
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Assign a peer-type
employee to meet the
candidate. If the candidate
is scheduled to meet with
their immediate supervisor
and higher-level personnel,
they may be intimidated and
guarded with answers to
questions. During time with
an employee who would be
their peer, the candidate may
be more candid and will have
Andy Mensah, ACMA,
a chance to ask questions they
might be afraid to ask of a high- CGMA, schedules
informal sessions with
level person.
candidates to gauge
Be willing to train for soft
how they would fit in.
skills. Some of the candidates
Mensah evaluates may have the
right technical skills but lack the
ability to communicate well and make presentations. In some
cases, it may be necessary for the organisation to train them.
“What you find at the entry level is that people don’t have all
these skills, so they are having to learn them,” Mensah said.
“You’re having to teach them to do these kinds of things.”
Ask for feedback from candidates. Whether or not they
ultimately are hired, candidates can provide valuable feedback
on an organisation’s job selection process. Employers can
ask candidates about their perception of the organisation
throughout the process, their expectations versus the reality
of what was assessed, and their perspective on the fairness
and utility of each task, according to A Head for Hiring, a
2015 report by the Chartered Institute of Personnel and
Development.

RE-EVALUATE REGULARLY
Ultimately, it’s important to realise that hiring processes
must vary based on many factors, including the type of
organisation and the level of the role, Berk said.
Depending on the position, a four-week process may be
necessary to adequately evaluate the candidate, or it may
cause you to lose the candidate to a competitor. That’s why
it’s important to regularly re-evaluate your hiring practices
to make sure they are still delivering the best people to your
organisation.
That’s ultimately the biggest test.
“Go back six months, a year later, two years later, three
years later, and ask, ‘How did that hire work for you?’ ”
Berk said. “You may be doing quick hiring, but is that person
staying? Was that a good hire when it’s all said and done?” n
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Informally assess fit.
Before scheduling formal
interviews, Mensah likes to
have an informal session with
a candidate to make sure the
person will mesh with the
organisation’s culture. “When
you apply, I will call you in
and have an informal chat with
you, just to talk with you, see
where you are and what you’re
doing, and see how you would
Beth Berk, CPA, CGMA,
fit in with the team,” he said.
recommends looking
This can be done over the
at the long term to
phone or with a video chat as
measure whether
well.
recruiting speed is
Send information to
appropriate.
the candidate before the
interview. Part of Wu’s
process as a recruiter involves sending the candidate a
detailed packet of information about the employer and the
position, plus his contact information. Company hiring
managers and human resources personnel can do the same.
“The more information you can get to a candidate, the better
conversation you can actually have when you meet them to
do the interview,” Wu said. “You can save your time so you
can jump into questions right away rather than going into all
the details with them.”
Perform reference and background checks early.
Getting an early start on reference and background checks
can streamline the hiring process, Wu said. And some
employers aren’t even checking references anymore.
Berk said many employers
recognise that the references
the candidate provides
generally are only going to
give a glowing assessment of
them. Therefore, Berk advised
that if you are going to call
references, try to speak to two
or three professional references
(supervisors, owners, etc.); ask
them all the same questions,
including if they would rehire/
hire them if in a position to do
so (which can be very telling);
David Wu, CPA, warns
and determine if the responses
that good talent can
are consistent (if not, that may
get away if the hiring
process takes too long.
be very telling, too).

Helen Glover, left, and Heather Stanning of Great
Britain won gold in the Women’s Pair rowing at the
Summer Olympics in Rio de Janeiro in August. The
rowers have worked on emotional planning with
neuroscientist Alan Watkins.

HARNESS YOUR EMOTIONS FOR

PEAK PERFORMANCE
Leaders can improve their decision-making ability in
high-pressure situations, and help their teams become more
productive, by gaining a better awareness of their feelings.
By Samantha White

C

orporate salaries and executive performance bonuses are usually tied to what is
delivered. And, on one level, that makes
sense. After all, as the saying goes, you can
only manage what you can measure.
But it’s harder to measure the quality of
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leadership without some means of quantifying it.
The obsession with measurement and the addiction to
tasks and targets has contributed to a shift in the executive
mindset. Leaders are increasingly goal-oriented, so much so
that they lose touch with their inner feelings and become “human do-ings,” rather than human beings, said Alan Watkins,
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By default, human beings get a sense of what the right
answer is first, and only subsequently do they search for the
logic and the data to justify what they feel is correct, Watkins
said. Therefore, managing — not dismissing or suppressing
— your emotions helps you make better choices. If you are
unaware of your feelings, they will derail you and impair your
decision-making ability.

YOUR BIOLOGY, YOUR FEELINGS

WHERE TO BEGIN: UNDERSTANDING YOUR
PHYSIOLOGY
When we are threatened, our biology is jolted.
“It doesn’t matter whether that’s a competitive threat
in a sporting contest, your boss is demanding something at
short notice that you are not prepared for, or you are asked a
difficult question in a packed shareholders’ meeting,” Watkins
said. “It’s all the same, biologically speaking.”
Your heart rate becomes erratic, and the signal from your
heart to your brain shuts down your frontal cortex. This
mechanism could have saved your life 200,000 years ago
when in peril of being eaten by an approaching bear, and
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CEO of leadership consultancy Complete Coherence.
Leadership is an inside-out game; it starts with who you
are as an individual. Our identity is deeply rooted in our
biology and emotional life. If we become more biologically
coherent and develop greater emotional intelligence, we can
improve our performance, make better decisions, and become
more authentic. In addition, getting a grip on our emotions
gives us much greater control of our motivations and can help
us motivate our teams to deliver so much more.
Watkins knows this well. The neuroscientist has applied
his medical and scientific training to help executives and
high-calibre athletes perform under intense pressure and
function brilliantly as a team.
In the run-up to the 2016 Summer Olympics in Rio de Janeiro, Watkins helped some of Great Britain’s rowers develop
the right mental state for the events, as well as to build stronger relationships within their crews and with their coaches to
unlock optimal performance.
His lessons are based on a simple premise: “We like to
delude ourselves that we are logical, rational beings making
logical, rational choices,” Watkins said. “But that’s not how
the brain works. In neuroscience terms, all decisions are driven by a feeling, then justified by logic.”

Emotions are contagious. If you develop the ability to control
your feelings, you can change what emotion you infect others
with — using your emotions to motivate and influence others.
“You can lift your troops just by powerfully radiating your
emotional state,” Watkins explained. “It can magnetise other
people to shift to the same emotional planet, even though they
don’t know what you’re doing.”
All positive emotions, such as confidence or optimism,
have a direct biological effect that can help you achieve your
goals. This is partly because such states increase levels of the
performance hormone dehydroepiandrosterone (DHEA). (See
the sidebar “How to Switch on Your Confidence”.)
DHEA is the antidote to the body’s main stress hormone,
cortisol. If you inject people with cortisol, it lowers mood and
can make them feel defeat or despair. Such an emotion then
increases the cortisol levels even further. This cortisol surge,
in turn, makes them feel worse, which further increases their
cortisol, so a vicious cycle ensues.
In contrast, DHEA creates a positive reinforcement loop,
or virtuous cycle. When you feel optimistic, your DHEA levels rise, which makes you feel better. You then produce more
DHEA, which makes you feel even better.
Optimism is an important element of survival, whether you are stranded in the wilderness or taking a business
through tough economic circumstances. But that optimism has
to be tempered by realism — a recognition of the difficulties of
the present moment.
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10 stages to gaining
control, becoming
more coherent
The first eight stages focus on the individual:

1

I’m aware of where my energy is coming
from and going to.

2

I’ve got control of my energy and
physiology through rhythmic breathing.

3

I’m aware of my emotional state as I notice
my feelings (emotional intelligence).

4

I can distinguish between different types of
emotions (emotionally literate).

5

I can manage my stress and control my
emotions (emotional self-regulation).

6

I can bounce back easily when negatively
infected (emotional resilience).

7

I can use my emotions to drive myself
forward (self-motivation).

8

I have developed an optimistic outlook as a
background state.

Once you have that capability within your own
system:

9

I have developed a keen awareness of what
emotional state others are in. This underpins
my ability to be empathic and develop
rapport.

Level ten, social intelligence, is the holy grail:

10

I have such control of my own emotions
and such awareness of other people’s
that I can get the best out of others even
if I don’t necessarily like them. In a
corporate setting, this could be building
and sustaining a positive relationship with
a difficult colleague and getting them to
be productive, regardless of my opinion of
them as an individual.
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when smart thinking was of no use. All you would have
needed was to fight, flee, or play dead. But although we have
evolved, the brain’s shutdown mechanism remains the same
today. “It’s a bit like we’ve still got the same software programme running and we haven’t had an upgrade,” Watkins
said.
If you can control your biology, you can prevent this shutdown from occurring. Rhythmic breathing can help stabilise
your heart rate so it varies in a dynamic but consistent way.
This creates a much more “coherent” (rather than chaotic) signal from your heart to your brain, which then turns the brain
back on. This helps you become more perceptive and aware
of what’s around you. CEOs can read the room; athletes can
read the race conditions.
Once you have learnt to fix the rhythm of your breathing,
via a fixed ratio of the in breath to the out breath, you can
learn to control its smoothness. You can learn to control 12
aspects of your breathing, but rhythm and smoothness are
the two most important priorities (not the “depth” of the
breath).
Watkins suggests practising during your commute. If you
change your breathing pattern for just a few minutes every
day, you’ll find you become increasingly perceptive.
Next time you are in a challenging situation or feeling wound up about a difficult task, try to stabilise your
breathing. As the signal between your heart and your brain
becomes more coherent, the frontal lobe comes back on, and
you can think more clearly. This is because sending chaotic
electrical signals into your brain can cause the brain to underperform — think about putting petrol in a diesel car and see
how far you get.

CONTROLLING YOUR EMOTIONS
Once you have learnt to control your heart rate pattern, ie, a
single biological signal, the next stage is controlling all your
biological signals at the same time, ie, your entire emotional
state. (See the sidebar “Ten Stages to Gaining Control, Becoming More Coherent”.)
An emotion is simply your energy in motion — or all of the
biological signals from every single bodily system — the beating of the heart, breathing rate, and tension in the muscles.
Watkins said that most human beings have very little control over their emotional state, and most are unable to accurately pinpoint which emotion they are really feeling at a given
moment. People are normally only aware of about ten or 12
emotions, out of a possible 34,000. It’s as if their “emotional
palate” can barely tell the difference between wine and coffee,
he said. But if you don’t notice your emotions, you can’t control them. Here are Watkins’s stages of gaining control:
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the task or situation, focus on how you are feeling. The
most basic form of emotional awareness is simply to
acknowledge that you are experiencing an emotion, then
assess whether it is positive or negative.
■■ Emotional literacy. Can you discriminate between
frustration and irritation, or irritation and disappointment,
for example? You have to know which “emotional planet”
you’re on to get away from it. And you have to know how
the emotions relate to each other to work out which is the
nearest planet you might be able to reach on the path to a
more positive state of mind.
■■ Emotional regulation. Build a repertoire of “positive
planets”, or emotional states. Learn to shift from whatever
planet you are on to the helpful planet. Every second you
spend on a planet reinforces the gravity of that planet. So
if you’re frustrated, you’re reinforcing the power of that
frustration and making it harder to change your state.
This also holds true for positive emotions; the more time
you spend on Planet Optimistic, the more optimistic you
become.
Being able to move between emotional states requires
practice. The good news is human beings shift from one emotion to another all the time, just not consciously. For example,
it might happen when you hear your favourite song on the
radio, smell cut grass, or see a beautiful sunset.
The training process encourages people to practise shifting
states on purpose. After a while, you don’t get stuck on any
planet.
Mastery involves developing a much more detailed
description of your experience of any one emotion. Take the
sensation as if it were an object, hold it up, examine it, and
describe it. Having a much more concrete understanding of
what it feels like to experience a single emotion can help you
access that emotion when you need it.
Once you can regulate your emotions and switch between
emotional states, you can use those emotions to drive yourself
forward. You don’t need anyone else to motivate you.
Watkins worked on emotional planning with British
Olympic rowers, such as Helen Glover and Heather Stanning,
who won gold in the Women’s Pair at the 2016 Summer
Olympics. Glover has never lost a competitive race. When
years of preparation all comes down to a six-and-a-half-minute race, they have to make sure they have the right level of
intensity and can deliver their best race, despite the weight of
expectation.
Watkins helps the rowing crews create an emotional plan
for a race, exploring what techniques they are going to use,
what emotional state they need to be in at different points

in the race, and how they
would react to various
scenarios.
Watkins also used
these techniques to help
Great Britain’s rowers and
coaches during the 2012
Summer Olympic Games
in London, where the team
won nine medals, up from
six earned in Beijing in
2008. The rowing team
took home nine medals in
2016.
What could you gain
by gaining control of your
emotions? ■

Let your emotions work for
you, not against you, says
consultant Alan Watkins.

How to switch on your
confidence
Relive a time in your life when you felt confident. The
exercise is not about visualisation or imagining what it
would be like if you felt confident, but about an observation of feelings.
Try to switch the feeling back on. How did you experience it? What are you actually feeling in your system?
Put descriptive features on the phenomena, such as
location. Where in the body are you experiencing that
sensation, and how big is the sensation?
Then move on to its colour, the sound it makes, the
intensity, the temperature, the way it moves. There are
no right or wrong answers. The more you describe it,
the more solid it becomes.
When you’ve got a solid description, reinstall the
sensation, re-experience it, and embody it. Once you
have captured it, you can turn that emotion on whenever
you need it.
At the Olympics or in the boardroom, being able
to turn on confidence two minutes before your race or
shareholder meeting is a genuine game-changer.
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■■ Emotional awareness. Rather than being embroiled in

22

8

TIPS FOR FIRST-TIME
MANAGERS

Freshly promoted professionals must master new skills
and attributes to succeed in a leadership role.

Photo by Kenishirotie/iStock

By Jackie Fitzgerald, ACMA, CGMA
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A

s businesses grow, leaders face the challenge of identifying and developing a new
generation of managers, providing plenty of
opportunity for eager finance talent to take
their next step on the career ladder.
Although they may have already
demonstrated their technical competencies as accountants,
taking on responsibility for a team throws up new challenges
and requires a different set of skills.
Here are a few ways first-time managers can make the
transition comfortably and successfully.
Acknowledge that you may often feel daunted. Perhaps the biggest issue facing those tasked with managing
a team for the first time is that they don’t feel ready. You’ve
worked hard to get to a managerial position, but when you
are handed this responsibility, it can be overwhelming. You
suddenly become aware of all of the things you didn’t know
about your new role and may feel very challenged when
you’re not sure of the “right” way to behave. So be kind to
yourself and recognise that most, if not all, new managers feel
overwhelmed to begin with.
Clarify what is required of you and act accordingly. It
can be difficult to adapt to a new role and its responsibilities, especially if the expectations and remit are unclear. Talk
to your own manager to clarify what is required of you. For
instance, if you’ve been promoted from within the organisation, ask how much of your old job you are expected to let go
of and think about which member(s) of the team can perform
those tasks more effectively now. Can aspects of your old job
become a learning and development opportunity for others?
The appointment of a new manager can also be an opportunity to alter a department’s focus. Talk to all of the stakeholders to gain an understanding of how they see your role.
Team members often have very strong opinions on how their
team should be led and what the department should be doing.
When you step into a leadership role, you have an opportunity to use and develop those great ideas, so why not harness
them? It can only make you more effective as a leader.
Learn how to delegate effectively. An inability or
unwillingness to delegate is among the most common
problems for all managers, not just first-timers. It is also the
source of a huge amount of stress, no matter how experienced
the leader or manager may be.
The main problem is that we just don’t know how to do it.
We may also fall into the trap of thinking that it’s quicker and
easier to do it ourselves. However, learning to delegate well

ultimately saves time and prevents problems, so:
■■ Don’t confuse delegation with abdication. When you
abdicate responsibility for something, you dump it on
somebody’s desk and expect them to get on with it. When
you delegate, others may carry out the task, but you
remain responsible for its success (or lack thereof).
■■ Be clear about what you want. Specify the deadline and
what the piece of work is for — the context and audience,
the purpose it serves, and how it should be presented.
■■ The manager’s role is to support their reports in doing
the best job possible, and part of that is to make sure they
have, or can access, all the resources they need to complete
the task.
■■ Check in on progress from time to time. Ask open
questions such as, “How’s that report going?” These will
prompt fuller answers than “Is that report on track?”
When a team member shows enthusiasm for the task or
project and asks you questions, that’s a good sign that
you can trust them to meet the deadline. Conversely, if
you have to drag information out of them, that could be
a strong sign that either they don’t understand the task,
they don’t see the point of it, or they just don’t know
what to do.
Develop your own style. Think about the people you
have enjoyed working for, or whose management styles
you have thrived under. Draw on those insights to inform
your own style. The goal is not simply to emulate those
people; it’s important to be yourself. You don’t have the same
personality or set of experiences as anyone else, and trying to
copy them will come across as false and inauthentic.
Try to tailor your communication style to the needs or
personalities of individuals on your team. Paying attention
to how individuals behave should give you some clues as to
how you should communicate with them. For example, if a
member of your team values accuracy and precision, your
conversation with them should focus on accuracy, facts, and
details as much as possible. However, the same approach
wouldn’t work as well with someone who prefers engaging
with people and is more interested in the big picture. In this
case, talk in more general terms and focus on how people
might be affected by the work.
The situation you are in also influences the communication style. In a crisis, there probably isn’t time to pursue a
collaborative, consensus-seeking approach. Somebody has to
make a decision, direct the team, and be authoritative in issuing instructions and making sure things are done. However,
in an everyday situation where there is more time to think
and discuss the team’s problems, a more consensus-based
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Tailor your communication
style to the needs of
individuals on your team.
approach works well. If you go for the consensus approach,
make sure everybody is properly consulted.
Learn how to handle difficult conversations … New
managers will have to raise issues with staff in conversations which both parties find less than comfortable. It is
important to keep emotion out of the discussion and to focus
on the issue that needs to be addressed rather than the person.
Try this simple framework for the conversation: Begin
with a fact which encapsulates the issue, set out the impact of
that issue, and invite the other person to work with you to
find ways of overcoming it.
For example:
When you come in late every day (fact), I feel quite
let down and am left wondering if the team will be
short-handed today (statement about the impact of their action).
Next time, please make sure that you’re here on time
(specifies what needs to change). What can I do to help you
get into work on time every day? (opens a discussion about
potential solutions)
… But don’t overlook the positive ones. Research has
shown that giving positive feedback is important, too. It
shows your team that you have noticed the good things they
do, not just the mistakes they make, and that really motivates
people.
If paying compliments doesn’t come naturally to you or
makes you feel awkward, use the framework outlined earlier
to help:
When the board approved the business case you prepared
(fact), I felt very proud that you had done such a good job
and pleased that their key questions had been covered in
the paper you wrote (statement about the impact of their action). I
particularly liked the way you evaluated the various options
and their impact (emphasises the factor you were most pleased with).
Which aspect were you most pleased with? (opens a discussion
about what went well and how to do even better next time)
However you choose to give positive feedback, keep it
simple but specific and, above all else, honest and authentic.
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Take stock of your relationship with former peers.
Another common challenge for new managers is recalibrating relationships with former peers, particularly when
a promotion changes your status from being close friends to
being manager and employee.
My own first experience of managing a team got off to a
rocky start. I had been promoted to manage six colleagues,
many of whom had become friends, and I was in competition
for the management position with another team member who
had more experience, meaning that the atmosphere was less
than harmonious from the start.
In the team’s eyes, I had to earn the right to be the boss. In
this kind of situation, you have to demonstrate that you are
capable and worthy of respect and that you will look after the
team. But I needed their help and support as I grew into the
role. Together we needed to work out a whole different set of
behaviours and ways of thinking about each other.
Managers also have to be consistent in how they approach
each person on the team. Spending social time after work with
some members of the team and not others can lead to perceptions of favouritism and create resentment, even if those
drinks or lunches are simply a continuation of what you did
prior to the promotion.
Remember that your management journey is a work
in progress. Just as we trained to be accountants, just
as we made sure that our portfolio of experience and our
technical knowledge was in place, we need to adopt the same
approach to our journey as managers.
Don’t be afraid to ask for training on management skills
if you feel you need it. However, be prepared to source
your own training. (A recent report from the Chartered
Management Institute indicated that 71% of newly promoted managers receive either inadequate training or no
training at all.) Read management books and journals. Ask
for advice from more experienced managers, who are a
great source of wisdom and support. Talk to them about
what they did, and what they think you can do, to become
a better manager.
Your own manager will have a sense of how you are getting on, and back channels will give them informal information on how you are coping, so again, don’t be afraid to talk
to them. HR managers are also experienced in helping people
make these transitions from one role to another, and, as they
will also be able to see how the team is doing holistically, they
should be able to offer guidance and support.
Jackie Fitzgerald ( jackie@alchemybusinesscoaching.biz) is a UK-based
coach who specialises in helping professionals fulfil their potential. n
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DATA VISUALISATIONS:

LOOKS CAN BE DECEIVING
Pictorial or graphical presentations can help
explain difficult concepts or highlight new patterns.
The trick is avoiding the following 5 pitfalls.

Images by supermimicry/iStock

By William D. Brink, CPA, Ph.D., and Lorraine S. Lee, CPA, Ph.D.

A

ccountants today
are expected to understand and interpret large amounts
of data, both from
traditional sources
such as financial statements and from
non-traditional sources such as web
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server logs, click counts, and social
media sites. One method of gleaning
insights and understanding from the
data is through the creation and use of
effective data visualisations.
Presenting data in a pictorial or
graphical format can help explain
difficult concepts or highlight new

patterns. Data visualisations are not
new; decision-makers have been
using charts for hundreds of years.
However, the increasing availability of
user-friendly software is enabling easier
creation — and increased ubiquity — of
visualisations.
With this growing interest comes

the expectation that accounting professionals use these data visualisation
tools to more effectively and efficiently
communicate financial information.
However, if we are not careful, design
choices intended to capture the viewer’s attention may be misleading and
improperly influence decision-making.
One potential problem is that
the apparent simplicity of the data
visualisation tools can lead users to
underestimate the difficulty of creating
effective visualisations. End users may
have difficulty with the various aspects
of visualisation construction, such as
deciding how to map data elements to
graphic attributes or selecting specific
design details such as colour, style,
layout, or chart type.
To aid the design process, it is
important to understand design issues
related to visualisations and avoid a
few common pitfalls associated with
creating data visualisations.

Numbers cannot tell a story alone. It is
the context and comparisons that give
meaning to the data.
PITFALL: NOT ADJUSTING
FOR INFLATION
Much of the data relevant to accountants is in the form of currency. A
unique characteristic of currency is
that its value changes over time, with
the value of today’s dollar being different from the value of yesterday’s dollar. As such, comparisons of currency
values spanning multiple time periods
should be adjusted for inflation.
Two common indices are used
in the US to adjust for inflation: the
consumer price index (CPI), published
by the US Bureau of Labor Statistics, and the gross domestic product
(GDP) deflator, published by the US

Bureau of Economic Analysis. Australia, Canada, Japan, New Zealand,
Switzerland, and the UK also annually
publish their own versions of the CPI.
In the EU, the Harmonised Index of
Consumer Prices (HICP) is utilised
by the European Central Bank as the
indicator of inflation and to establish
price stability.
As an illustrative example, let’s examine the salaries for CFOs in the US
from large corporations with revenues
of more than $500 million.
Staffing firm Robert Half conducts
an annual survey of salaries for business professionals. Using those data,
we see slightly different stories if
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we do not adjust for inflation.
In the top graph of Figure 1, we
can see that the average salaries
for CFOs have increased steadily
since 2002 at both the low and high
range. The midpoint salary for CFOs
increased from $308,250 in 2002 to
$394,000 in 2016. However, once we
adjust for inflation and convert the
data to 2016 dollars using the CPI (the
bottom graph of Figure 1), the increase
actually becomes a decrease. In 2002,
the midpoint salary for CFOs was
$412,369 when adjusted for inflation.
By adjusting for inflation, we make the
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Numbers cannot tell a story alone.
It is the context and comparisons
that give meaning to the data. People
discover meaning in the data through
comparing the numbers and analysing
patterns and trends. It is through comparison that judgements are formed
and appropriate decisions are made.
Appropriate comparisons are
context-specific. It is often useful, as
in Figure 1, to compare data points
over time. Other examples of useful
comparisons include the comparison
of actual numbers versus targets, forecasts, benchmarks, or norms.
The top graph of Figure 2 contains
the data from the CFO salaries only.
It displays the midpoint salary of
CFOs from large corporations with
$500 million or more in revenues over
the 15-year period. Viewing only this
trend line, we can conclude that CFO
salaries, in inflation-adjusted numbers,
decreased from 2002 to 2008, and then
appear to be increasing through 2016.
However, not many other conclusions
can be drawn. A user of this data visualisation might prematurely conclude
that the gap between CFO salaries and
those of other employees must have
narrowed during this period.
The bottom graph of Figure 2 provides a comparison between the same
CFOs and controllers. We can now
see that not only did CFO salaries
decrease between 2002 and 2008, but
so did controller salaries. Both groups
have seen modest salary increases
since 2008. The more questions we
try to answer with the data visualisation, the more important it is to make
appropriate comparisons.
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PITFALL: NOT INCLUDING
APPROPRIATE
COMPARISONS
(Thousands $)

$600

Midpoint salaries (2016 dollars)
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Figure 2: Midpoint salaries
(2002–2016)

2004

numbers from previous years comparable, enabling an “apples-to-apples”
comparison.

Figure 1: CFO salaries
(2002–2016)

Controller

Source: Robert Half annual salary guides.

PITFALL: NOT ENOUGH
DATA POINTS
Figure 3 contains a subset of the
data from Figure 2, displaying the
midpoint salary of CFOs from large
corporations with more than $500
million in revenue. When only
examining the straight green line from
Figure 3, the reader could conclude
that CFO salaries have decreased
steadily since 2002. However, closer
examination would suggest that this is
not the complete story.
The reason is that the green trend
line in Figure 3 contains only two
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PITFALL: TRUNCATING
THE Y-AXIS
A truncated graph has a y-axis that
does not start at zero, creating an im-
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data points: 2002 and 2016. However,
to conclude a steady decline has occurred, the reader needs to know what
the numbers are for the intervening
years. This will help assure that 2002
and 2016 are not outliers and show
whether the decline is indeed happening throughout the 15-year period.
The orange trend line in Figure 3
presents the data points for all the
intervening years from 2002 to 2016.
When the data points are included
for each of the 15 years, it becomes
obvious that there was first a decrease
in CFO pay followed by a recovery
in CFO salaries, with the impact of
the years leading up to the recession
of 2008 becoming more apparent.
In addition, had two different data
points been selected, such as 2006 to
2016, the user would have concluded that CFO salaries had increased
steadily over that period.

CFO

2004

Source: Robert Half annual salary guides.

Pie charts are frequently used to
represent values in proportion to the
total. With a pie chart, each individual slice of a pie represents a value in
comparison with the total area of the
pie. However, interpreting pie charts
can be problematic. One reason is that
our visual perceptions are unable to
accurately assign quantitative values
to a two-dimensional area, making it
difficult to distinguish differences in
the size of pie slices when the slices are
close in size. This is especially true as
the number of categories represented in
the pie chart increases.
For example, Figure 5 represents
the G20 economies’ share of world
GDP for 2014. It is obvious the US and
China have the largest share of world
GDP, followed by India. However, it
is much more difficult to distinguish
how meaningful this difference is based
solely on the size of the pie.
Another reason pie charts are problematic is that it is difficult to identify
what each slice of the pie represents.
Notice the cognitive effort involved in
shifting focus back and forth between the pie chart and the legend to
determine what each slice represents,
due partly to the difficulty of correctly
matching a colour to a slice.
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PITFALL: INAPPROPRIATE
USE OF PIE CHARTS
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$350

pression of more change or volatility.
A rationale for truncating the y-axis
is to use all of the space on the chart
for presentation. However, a truncated y-axis magnifies the differences
between the variables presented on
the x-axis. The reader may interpret
results correctly in a general sense (ie,
CFO salaries have been volatile over
time), but the perceived magnitude
of the increase is different based on
the two graphs presented in Figure 4,
and the strength of the conclusions is
different.

(Thousands $)

Figure 3: Midpoint salaries
(2002–2016)

CFO
Source: Robert Half annual salary guides.

If a pie chart is selected as the data
visualisation presentation type, it is
important to understand how aesthetic
choices, such as the use of a 3-D chart,
distort the data. As exemplified in
Figure 6, when using a 3-D chart, the
users of that data visualisation may
overestimate the proportion the category represented in the foreground
and underestimate the proportion of
the category represented in the
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Figure 5: 2-D pie chart:
GDP as a share of world
GDP

Figure 6: 3-D pie chart:
GDP as a share of world
GDP

Figure 7: Bar graph: GDP
as a share of world GDP
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background. In Figure 6, Italy (magenta) appears to have a larger proportion
of world GDP than Mexico (bright
green), but it is actually smaller.
In Figure 7, the same GDP data
are more effectively presented in a bar
graph. In the bar graph, the differences are more easily seen; we can
immediately identify the country with
the largest proportion of world GDP.
The differences are more apparent
in the bar graph because our visual
perceptions are more attuned to seeing
differences among the length of objects
that have a common baseline.

AVOIDING THE PITFALLS
To avoid faulty decisions that
may be drawn from misleading data
visualisations, accountants should
reflect on the following questions:
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■■ If limited data points are being

presented, would the conclusions
change if all intervening data
points were also presented? If not,
limiting the data points simplifies
the presentation and may be more
appropriate.
■■ Other questions relate to the
magnitude of the relationship:
How dramatic is the relationship, really?
Has truncating the y-axis affected the conclusions that could be
drawn?
There are instances in which a
small change has little to no impact,
and therefore over-exaggerating the
relationship with a truncated y-axis
would be inappropriate. However,
there are other instances in which it is
very important to capture and relay a

•
•
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small change in a data visualisation. In
that instance, a truncated y-axis may
be appropriate.
For example, if a new cancer drug
was only 0.5% more effective than an
existing cancer treatment, 0.5% may
not seem significant on a 0% to 100%
scale, but 0.5% may indicate thousands of lives saved.
William D. Brink (brinkwd@miamioh.
edu) is an assistant professor of accountancy at Miami University in Oxford,
Ohio. He specialises in managerial
accounting and tax topics related to individuals and business entities. Lorraine
S. Lee (leel@uncw.edu) is an associate
professor of accountancy at the University of North Carolina–Wilmington.
She specialises in accounting information
systems education. n
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5 MINUTES WITH: IKE ANUGWOM

I

kechukwu “Ike” Anugwom, ACMA,
CGMA, relies on people skills as much as
on technical skills to fulfil his wide-ranging
responsibilities as country financial controller at Solar Turbines Services in Nigeria — no more so than when he collects,
analyses, and presents monthly and quarterly financial data.
Solar Turbines, a subsidiary of global equipment manufacturer Caterpillar, services power generation equipment
used in the oil and natural gas industry in Nigeria. The
data Anugwom needs come from four enterprise resource
planning systems within Caterpillar. One system is maintained in Nigeria. The others are in the US and Europe.
To produce reports on time, Anugwom depends on colleagues around the world to input financial details accurately
and on deadline. He also has to present the data to a variety
of managers with different demands. Upper management
wants high-level information for forecasting and planning.
Operational users need detailed reports that help with day-today decisions.

Here’s what works for him in his role — advice that could
work for almost any finance professional:
■ Rely on teleconferences and occasional trips for
needed face time. Regular teleconferences are a good
relationship-building alternative to face-to-face meetings
for those who aren’t in the same location. Anugwom
travels to the US and Europe to manage the relationships
that ensure the steady flow of data he needs. A calendar
tracker helps him keep up with who needs to post what
data and when.
■ While preparing presentations, anticipate questions.
Before he presents results to upper management or
operational managers, Anugwom seeks to understand
the drivers behind the results. He anticipates questions
superiors may ask and prepares answers. He sends
information in the report to superiors in advance of
his presentation. That way, by the time he presents,
everybody understands the data, nobody is surprised
by them, and the discussion can focus on strategies and
problem-solving. ■
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By Sabine Vollmer

CALCULATING A MENTOR’S EFFECT ON

Photo by Jacques van Dinteren/iStock

SALARY AND
RETENTION

A commitment to talent management and a methodical
approach to analysing non-financial personnel data could help
organisations retain employees — and save money.
By Anton James Duvall, ACMA, CGMA
CGMAMAGAZINE.ORG

33

R

esearchers have long examined the link
between mentoring and career outcomes,
establishing broadly that companies with
mentoring programmes tend to see a
reduction in employee turnover.
But in this era of Big Data, why not
dig deeper to determine the effectiveness of the coaching that
upper-level leaders provide to protégés?
At a time when employee retention is among the most
pressing issues facing global executives — the cost to replace
an employee is roughly 20% of that worker’s salary, and
higher for executive positions — organisations would be wise
to ask some key questions and dig into the numbers.
How explicitly can we define the financial differences —
in terms of, say, salary development — between a group of
mentored employees versus a group of employees without
mentors? What impact can mentoring have on retention of
employees at different ages? How deep is the connection
between a mentoring programme and a company’s reduced
costs due to reduced employee turnover?
These are questions most companies with formal mentoring programmes can answer. I did just that when I studied
thousands of individual employee data records at a large
American company.
The results of the analysis could guide organisations that
are striving to develop their talent or improve or test the
effectiveness of their mentoring programmes. The data could
also help financial professionals decide whether to become a
mentor or mentee. Perhaps the analysis will inspire others to
examine other non-financial data as a way to gauge performance of other employee development programmes or other
internal initiatives.
Overall, there are some very basic benefits to mentoring.
Mentees get good transparency on their performance. And
they’re often exposed to special projects in other parts of the
company, thus increasing their network. Companies benefit
because mentoring reduces turnover, and the performance
of mentees improves. Mentors benefit because they get to
network outside of their department and get new perspectives from younger employees coming up through the ranks.
Direct line managers of mentees also benefit in that they get
another perspective of their employees, which enables them
to guide workers differently, with new input from outside.
My research confirmed some assumptions about the
company I was studying. Among them: Employees who
were mentored during the period studied reaped a financial
benefit far greater than those who were not. They also were

Companies benefit from
mentoring because it reduces
turnover and the performance
of mentees improves.
promoted much sooner within the organisation.
It also challenged conventional wisdom that mentoring
reduces turnover: It did at this company overall, but not for
the youngest employees, which raised questions about how
to mentor young high performers.
The data also revealed some risks for those who seek
out a mentor but then perform poorly in their job: Despite
commendable efforts to improve, data indicate, their chances
for promotion — and salary growth — were reduced.

EXAMINING EFFECTIVENESS
The way in which I arrived at the conclusions could be
followed by most companies that have a commitment to
talent management and organised personnel and performance
management data. For the purposes of this article, let’s focus
on the impact on mentees’ income.
The company I studied offers a formal mentoring programme across salaried employees of all ages, job functions,
and management levels.
To examine its effectiveness, I compared salary development, time to promotion, turnover, merit increases, promotional raises, and other metrics amongst 7,526 mentees and
non-mentored employees who worked in similar business
units and job functions between 2012 and 2014. The sample
represented 34% of the subsidiary’s headcount.
Within the sample, 1,213 (16%) were participants in the
formal mentoring programme during the time studied. That
presented a potential bias problem: Most of the company’s
mentees were considered high-performing or high-potential
workers.
So I looked at the performance ratings of the 6,313
non-mentored employees and pulled out only those employees who were rated a 4 or a 5 by their managers on the company’s five-point rating system. That covered high-performing
employees, but it didn’t capture those with high potential.
So to further ensure comparability, I filtered the list of
high-performing employees using a company matrix
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Figure 1: Potential matrix
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that gauges employee potential (see Figure 1). The matrix
describes nine types of employees. The lowest is “evaluate
further”: those who are below-average performers and have
limited potential. The highest is “exceptional talent”: strong
performers with high potential to advance in the organisation.
To identify those with the highest performance and potential,
I chose the top four categories of the matrix.
In my research, I also broke down the sample to look at
rank-and-file employees who were mentored and managers
who were mentored. The analysis revealed the following
about the company:
■ Although a manager may be regarded as high-performing
and working at a senior level, his or her salary development over time will not be as high as a similarly performing manager who has a mentor.
■ Mentored high-performing managers will enjoy the largest
salary increases, while those who are not mentored will receive more modest salary increases, even when compared
to non-management employees.
■ Mentored employees and mentored senior managers
receive significantly higher promotional salary increases
when compared to their non-mentored counterparts.
High-performing, non-mentored employees and senior
managers receive salary increases related to promotions in
line with the general population at 10%–12%. However,
mentored, high-performing employees and senior managers receive promotional increases of 3%–4% more, which
represents an overall increase for mentored employees of
22% and for senior managers of 34% over their non-mentored counterparts.
The rationale: Mentoring brings many advantages to the
mentee, including increased exposure, awareness, and performance. Mentoring also allows the mentee to perform in a way
that’s more visible to management when tackling projects set
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Solid performance

Strong performance

by the mentor outside the normal scope of a mentee’s work.
All of this enhances the likelihood that a mentee will receive
promotional salary increases due to a higher level of visibility
of improved performance and contribution to company value.
Through this increased level of awareness by management, mentoring also makes the mentee more likely to be
recognised across the company when management engages
in identifying bench strength (successors) for key functions
in their areas of responsibility. It is therefore more likely for
mentees to be considered to fill higher-paying jobs within the
company, thus attracting higher salaries and, therefore, higher
promotional increases.
The rate of promotion at the company studied is much
quicker for mentored employees. A mentored employee, on
average, is promoted every 44.6 months, whereas a non-mentored, high-performing employee is promoted every 59.4
months. Mentored managers were promoted on average
every 39.9 months, compared with 56.8 months for non-mentored managers.
After having examined rates of promotion, promotional
increases, and merit increases, I was able to extrapolate the
benefit to mentees over time.

FINANCIAL ADVANTAGE: MENTEES
The size of this financial advantage for mentees over
non-mentees can be calculated in several ways. Figure 2
shows the salary development expected when applying rates
of promotion, promotional increases, and merit increases over
a ten-year period. I used a $100,000 starting point.
The final salaries in year 10 naturally fall into two clear
groups — the mentored employees and senior managers and
the non-mentored employees and senior managers. Under
these conditions, the salaries of the mentored group develop much more favourably than those of the non-mentored
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The formula for calculating EAI for each group is as
follows:

Figure 2: Projected salary growth
across groups

EAI =
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Using that calculation, salary growth on an annual basis
would be significantly higher for mentored employees (about
6% per annum), compared with non-mentored employees
who can expect an EAI of around 4%, even though both
groups of employees are rated as high-performing. Thus, there
is a 50% improvement for mentored employees.
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employees. The salary of a mentored senior manager would
develop the most significantly over a ten-year period, followed
by a mentored employee, with the non-mentored staff clearly
having a salary development much lower than the mentored
group.
This method to calculate the impact on salaries shows that,
on average for both employees and managers, being mentored
results in salaries being 30 base points higher than the salaries of
non-mentored employees and managers over a ten-year period.
Alternatively, one can use this salary progression to
calculate an effective annual increase (EAI). If we calculate
these ten-year developments into such an EAI for each group,
we can see in Figure 3 how this annual increase compares
with the 3% merit increase all average-performing employees
should theoretically expect to receive each year.

Figure 3: Effective annual salary
increases for all groups
Mentored managers

6.3%

Mentored employees

5.7%

Non-mentored employees

4.2%

Non-mentored managers
Standard merit

3.9%
3.0%

Further analysis showed that, for the company in question,
turnover was significantly lower overall for mentored employees when compared with turnover of non-mentored employees.
In fact, the reduction was threefold, with employee turnover
falling from 2.2% to 0.7%. But the data revealed something
more nuanced when broken down by age. Turnover rates
increased for mentees under 30. If not mentored strategically,
they may leave the company more quickly due to the confidence building and self-awareness that comes from mentoring.
This research also attempted to calculate the impact mentoring could have on reducing the cost of employee turnover for
such a large organisation.
Clive Davis, a senior director at Robert Half UK, estimates
total replacement costs for a worker are at least 25% of that
worker’s salary, and possibly higher for high-level jobs.
Research by the Center for American Progress, meanwhile, in
2012 showed that the average cost to replace an employee was
about one-fifth of that employee’s salary.
I applied the more conservative estimate (20%) to my data
and was able to show this: If the rate of employee turnover for
mentored employees of 0.7% could be applied to the total population of employees in the data sample, this would represent
a 64% reduction in costs associated with employee turnover.
In terms of absolute financial value, for the sample of
7,000+ employees, this financial impact was calculated to be
a cost reduction of $2.3 million. Extrapolated over the total
number of employees in the subsidiary, the total impact comes
to $7 million.
Of course, not every employee can be mentored, but this
gives the scale of the cost employee turnover represents to
large corporations and shows why mentoring is considered a
good investment by those companies.
Anton James Duvall is CFO of the Americas division of Siemens Building Technologies. ■

December 2016

CGMAMAGAZINE.ORG

Photo by MoonLight/Getty Images

37

MEASURING

EMPLOYEE TRUST
Gauging workers’ faith in the organisation can help
employers understand retention patterns, productivity
risks, and other indicators of engagement.
By Helen Tuddenham

rust is a key component of the relationships an organisation has with its stakeholders.
It can determine how stakeholders
interact with your organisation, since perceptions of an organisation’s motivations
and behaviour influence stakeholders’ current and future
decisions and actions towards it.
With trust in place, customers remain loyal and recommend you to others. Suppliers and business partners will
work with you on more favourable terms. Trust makes
investors want to lend to you and regulators more likely to
grant you a licence to operate.
Should a crisis arise, trust that has been established with
stakeholders will not only mitigate the severity of its impact
on your organisation, but also can also be positively managed
to help achieve recovery.
Trust is also crucial for internal stakeholders. When
employees trust the organisation they work for, they are
willing to go the extra mile. Trust promotes confidence in the
organisation’s future, giving employees the security to work
effectively, be engaged, and be more productive.
Research by the Institute for Public Relations found that
employee trust is a strong leading indicator of organisational
performance in a variety of sectors around the world.

T

There is no universal definition
of employee engagement,
leading to a lack of clarity on
what to measure.
Companies with higher levels of employee trust also tend
to foster a culture that supports innovation, which in turn
boosts competitiveness. In a 2013 PwC innovation survey,
93% of the CEOs responding expected that their organisations would drive the greater proportion of their revenue
growth through innovation, and the characteristic that most
clearly differentiates innovative companies is a higher degree
of trust in management.
Measuring levels of employee trust can provide insights
that help employers understand future retention patterns,
productivity risks, and indications of problems being stored
up. It is also a more effective indicator of engagement than
productivity for the following reasons:
■■ There is a lack of evidence linking employee engagement
to increased productivity.

December 2016

38

Experience

Competence

Figure 1: Employee trust profile:
Organisation 1
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■■ There is no universal definition of employee engagement,

leading to a lack of clarity on what should and can be
measured.
■■ Employee engagement is more of an attitudinal-based
measure; employee trust looks more at the drivers of that
attitude and therefore can be more predictive.
Drawing on PwC’s research into the drivers of organisational trust, and the resulting Trustworthy Organisation
Model, we look at two sets of employee trust survey results
and the warning signs they reveal, and set out recommendations for action based on those findings.

MEASURING TRUST
The first step in measuring trust is to define why it matters.
An organisation may be looking at employee trust to resolve
an engagement or retention issue, for example.
The next step is gathering data. When looking at employee trust, public data will be thin or non-existent, and therefore surveys are the most appropriate means of gathering the
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required data.
Most employee engagement surveys do not ask the right
questions to determine levels of trust, so either a separate survey, or adding questions to an existing regular survey, will
be required. Some relevant questions for gauging employee
trust would be: “Do you have a clear understanding of the
core purpose of the organisation?” and “Can you rely on the
organisation to deliver on its promises?” Using data that can
be split by length of employee service, location, grade, etc.,
will also increase the depth and variety of insights that can be
gained.
Once the collated data have been cleansed, they need to
be coded against the model and then interpreted to provide
actionable insights. The examples below show the employee
trust profiles of two very different organisations.

The organisation in Figure 1 scored particularly poorly when
employees were asked whether they perceived it to be a
“well-run business”. Other, more complex drivers (eg,
“sociability” and “ethical”) produce higher trust scores than
the sector average. Overall, this would suggest that the
strategic management and overall ethos of the organisation
is resonating with employees and that organisational clarity
is there — but in the day-to-day activities, the operational
management of employees could have a detrimental impact
on employee productivity. To remedy this, the organisation
should:
■■ Examine the investor trust profile to determine whether
investors share employees’ perception that the business
is not well run. If the two groups of stakeholders agree,
the organisation should look at other key performance
indicators to determine how accurate that perception is.
It may be that the business is in fact well-managed, but
leaders are failing to communicate with employees.
■■ If this is found to be the case, the organisation should
engage more with employees, using forums, surveys,
and user groups, for example. Ensure that suggestions
for change can come from the bottom up as well as
from the top down, and find out what staff perceive is
preventing them from doing their job properly.
Scores on the “delivers promise” and “reliability” indicators are also low in this example, which is likely to be a
factor in employees’ perceptions of poor management. This
suggests that some of the promises the organisation is making
to its employees — either explicitly or implicitly — are not
being met. Therefore:
■■ The organisation should review policies around perfor-
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The organisation in Figure 2 does well for “individualisation” (or the perception that the organisation treats each staff
member as an individual) — an important driver for employees. This suggests that employees are able to get what they
are looking for out of working at the organisation — possibly
through flexible work arrangements or having tailored training plans or a wide variety of employee benefits.
However, the result on the “shares values” driver trails
the sector average by a wide margin. Having a shared set of
values with the organisation is key to employees being happy
and fulfilled in their work, giving them the incentive to go the
extra mile for their employers.
That suggests this organisation is likely to lose employees
in the medium term — although they appear to be relatively
happy at the moment, there are danger signs. Employees do
not believe they share the same values as the organisation, do
not understand the type of organisation it is trying to be (see
the “vision” score), and do not understand its core purpose
(reflected in the “clarity” score).
In this case, employees are likely to be looking outside
their organisation to get this clarity — within a sector where
companies generally do understand the direction the industry
is going in, as demonstrated by the high sector trust levels
for these drivers. The organisation is in danger of losing
employees to its rivals.
The more employees look outside the organisation, rather
than within, to determine the direction their employer is
going, its sustainability, and their future job prospects, the
greater the damage to organisational trust.

TAKING ACTION
In this case, the organisation should:
■■ Seek to clarify its organisational strategy. If other
stakeholders share this perception, there is likely to be
overall confusion as to the organisation’s purpose, vision,
and values. If the perception is held only by employees,
then a carefully thought-through communication plan will
help ensure that employees understand the strategy and
their part in it.

Competence
Experience

ORGANISATION 2:
WHAT THE TRUST PROFILE SHOWS

Figure 2: Employee trust profile:
Organisation 2
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mance management, remuneration, career progression,
and working patterns, etc., and ensure that they are
happening in practice as well as theory. If not, then the
root causes should be determined and resolved.
■■ Management may have misunderstood employee expectations in this regard, so it is important to check what staff
are actually thinking.
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■■ Ensure that employees understand the values of the or-

ganisation and what they mean in practice. Bold values
statements are fine as far as they go, but employees need
specifics to guide their behaviour. For example, many
organisations have “put the customer first” as a value but
fail to articulate how this relates to an employee’s day-today interactions or how it fits into decision-making.
■■ Ensure that there is a clear line of sight between
everything that drives behaviour in the organisation
and its values and core purpose. How is the organisation structured? How do people get rewarded and
recognised? What communication channels are used?
Aligning these factors to the core purpose, vision, values,
and behaviours is key to providing the organisational
clarity that employees currently feel is lacking.
Helen Tuddenham is a director at PwC. She advises companies around
the UK and Europe on how to understand and build trust with their
stakeholders. ■
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EFFECTIVE BOARD OVERSIGHT
Corporate boards and their members can encounter challenges
that make it difficult to effectively monitor management, but
these barriers are not insurmountable.
By Steven Boivie, Ph.D.; Michael K. Bednar, Ph.D.; and Ruth V. Aguilera, Ph.D.
CGMAMAGAZINE.ORG
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C

orporate governance experts and investors are often quick to blame the board of
directors for bad decisions by a company’s
management team. Research suggests,
however, that shareholders and regulators
may expect more than current corporate

boards can deliver.
We examined almost 300 research articles that explored
the effectiveness of monitoring by boards from different
disciplines such as finance, industrial organisation, psychology, sociology, and management, and across different types
of organisations. Our findings, which were initially published
in 2016 in the Academy of Management Annals (“Are Boards
Designed to Fail? The Implausibility of Effective Board
Monitoring”), identify ten barriers preventing boards from
being effective.
One of the key functions of a board of directors is to
monitor management. This view of boards has led to regulation such as the Sarbanes-Oxley Act of 2002 in the US, as
well as New York Stock Exchange and Nasdaq Stock Market
requirements that boards have a majority of independent
directors and that members on the audit committee have
financial expertise. In the UK, the Corporate Governance
Code has rules about board structure, and companies listed
on the London Stock Exchange must report on how they are
complying with aspects of the code. In Canada, the Toronto
Stock Exchange has adopted rules about director voting, the
number of board seats directors can hold, director tenure,
and more. In a comparable fashion, China recently adopted
changes to its corporate governance policies that reflect similar norms and trends.
Such regulatory actions and normative assumptions rest
on the premise that if an organisation can just structure the
board properly, it will govern the company effectively and
monitor its top managers. But is this a realistic expectation
for directors? The example of General Electric (GE) raises
some doubts.
To be a director of GE means serving the interests of
shareholders of a company with $117 billion in annual
revenues in 2015 and more than 300,000 employees. GE
provides services in many different industries. Among them
are health care, water treatment, aviation, and financing. In
2015, GE’s part-time directors attended 13 board meetings.
Considering the complexity of the company, how likely is it
that GE’s board would understand the company’s businesses
in such depth that board members could vigilantly evaluate
potential company actions and determine which ones are best
for shareholders?
Ten barriers prevent directors from being effective moni-

Research on board diversity
shows that having a more
diverse board can provide
certain benefits while also
increasing some barriers.
tors. These barriers occur at the director, board, and organisation level.

BARRIERS ON THE DIRECTOR LEVEL
These factors arise from the individual challenges that outside directors face as working individuals and as a result of
their cognitive and time constraints.
■■ Outside job demands. Directors tend to be busy individuals. The greater the outside demands a director faces,
the harder it is for him or her to effectively oversee the
organisation’s managers. Active CEOs are often coveted
board members because of their experience. When
you consider what a CEO has to do at his or her own
company, is he or she really going to be able to spend the
time and effort necessary to be an effective monitor of
management?
■■ Similarity of outside job demands. The more dissimilar
the company is from the director’s prior work experience,
the longer it will take for the director to truly develop the
expertise necessary to understand success factors in the
given industry.
■■ Complexity of outside job demands. Organisational
behaviour research has shown that directors’ ability to
effectively process large amounts of complex information
is limited. The number of board appointments directors
have can weaken the performance at the focal company.
These barriers arise from individuals’ inherent cognitive
limitations. Consequently, it seems important to choose directors who not only have the time but also have the attention
to devote to the board.
One possibility would be to have boards composed of
fewer active executives and more retired executives. Companies could encourage executives to retire earlier and then use
those retired executives to create a pool of professional directors. Or perhaps bring back company insiders to the board.
Most boards now only have the CEO as an insider director.
However, insider directors other than the CEO could
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If a CEO knows and trusts
the directors, he or she will
be more willing to seek
out their advice outside of
board meetings.
help ensure that the board has enough relevant knowledge of
the company to drive decision-making.

BARRIERS ON THE BOARD LEVEL
These barriers come out of the natural dynamics that exist
within groups and teams. Working on a board requires
information-sharing skills, communication skills, and learning
capabilities.
■■ Board size. As the board gets bigger, potential difficulties
are caused by increasing coordination costs amongst the
larger group. And the bigger the board, the more likely
it is that most directors do not know each other well,
which makes communication more difficult. Also, there
is a greater risk of what is called “social loafing” because
individuals feel less accountable for the work that needs to
be done. Research on groups generally, and on boards in
particular, tends to support the idea that larger boards are
associated with negative outcomes for organisations.
■■ Meeting frequency. Boards typically don’t meet
very often, and their meetings are quite task-oriented,
following a fairly rigid agenda set by the board chair. This
makes it harder for a board to develop into a cohesive
decision-making body and to provide extensive ongoing
monitoring for the company.
■■ Diversity of directors. Research on board diversity shows
that having a more diverse board can provide certain
benefits while also increasing some barriers. Boards that
are more diverse are often better equipped to consider
a variety of alternatives and secure access to a greater
range of valuable information. Yet, increased diversity
in groups can raise biases that can make it more difficult
for boards to communicate effectively and develop the
necessary trust. There is even evidence that certain types
of diversity on boards can facilitate group decision biases
where directors are more hesitant to discover and raise
shared concerns about the company.
■■ Norms of deference. Many directors see their job as
being primarily to support and advise the CEO and
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other C-suite executives. This can cause directors to
become hesitant to voice concerns, favour social ties and
ingratiation, and defer to the CEO’s judgement. Directors
inherently have to rely on top management for much of
their information, and this information disparity can also
increase the board’s deference to the CEO.
■■ CEO power. CEOs differ substantially in their degree
of formal and informal power. Powerful CEOs are often
able to influence board meeting agendas and the hiring of
directors, and to persuade individual board members to
support strategic initiatives. This is particularly the recent
trend on boards on which the only insider is the CEO. It
is a tough task for directors to effectively monitor a CEO
with substantial formal and informal power when the
CEO is their conduit to access company information.
Many barriers that arise from group interaction have
some obvious fixes. For instance, board size is easy to regulate. Similarly, organisations could increase meeting frequency. However, the problem with more meetings is that most
outside directors are working executives who have difficulty
meeting often enough to create a cohesive and trusting group.
Boards need to invest in training on group processes and
dynamics. Most group problems occur because the group
lacks training. Boards need to make sure they have training
to help them communicate effectively, they need to review
their unspoken norms, and they need to make sure they
have regulations and processes that can help rein in powerful
CEOs. (See the sidebar, “12 Emotional Habits of Effective
Board Members.”)

BARRIERS ON THE ORGANISATION LEVEL
These barriers arise from the fact that directors serve in
many types of organisations. The nature and complexity of
these organisations influence the degree to which they can
accomplish their oversight role.
■■ Organisation size. The bigger the organisation, the more
difficult it is for a group of part-time directors to effectively monitor. Larger organisations simply have more things
going on, and thus there are more ways in which things
can go wrong. They also tend to be quite inertial and
difficult to change, and so the board’s potential influence
is likely to be diminished.
■■ Organisational complexity. When the focal organisation
is highly diversified, both in product and geography, the
scope of information that needs to be understood tends
to create higher cognitive demands. These increased
cognitive demands on directors with finite information-processing capabilities are likely to provide another
barrier to effective monitoring.
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12 emotional habits of effective board members
Improve performance by better addressing emotions in the boardroom.
By Lola Gershfeld
Many directors don’t know how to address emotion in the
boardroom. Understanding that connection is our strongest
instinctual motivator and can help you become a more
effective board member. Here are 12 emotional habits
effective board members share:
They create safety. Emotional safety is key to
transparency, communication, and creativity. Effective board members thank people for sharing information
and discussing difficult topics openly.

1

They create positive alliances based on
authenticity, presence, and emotional
responsiveness. They focus on developing long-term
relationships and validate each person’s concerns.

2

They take a non-judgemental stance. Board
members can get disconnected when they feel
judged or blamed. To prevent walls from going up, take a
non-judgemental stance. Effective board members respect
new ideas, even ideas that they might not agree with.

3

They remain accessible in times of stress.
Effective board members reach out to fellow board
members when times get rough. They talk through the stress
rather than shutting down.

4

They empathise. Effective board members try
to see other people’s perspectives. When boards
are under a great deal of stress, they are often making
the most important decisions for the organisation. Stress
slows cognitive thinking, and our decisions become
more erratic. Empathy is the antidote to stress and calms
the situation.

5

They constantly monitor engagement.
Make it a rule that everyone must share their opinion on the issue at hand. This encourages board members

6

to be more prepared and allows them to engage in the
dialogue needed to integrate each other’s ideas.
They are attuned to their own emotions.
Understanding how your emotions affect your
actions can improve your decision-making process.

7

They never stop exploring. Good board
members are able to step back and ask, “Why am
I feeling this way?” They don’t blame their colleagues.
Instead, they try to understand the underlying reasons for
the tension.

8

They track, reflect, and question. Effective
board members track what fellow directors say so
that everyone feels understood and clarity isn’t a problem.
They question the current state to ensure that board members know that their participation and engagement matter.

9

They turn emotional reactions into positive
responses. Effective board members strive to
clear up frustration and miscommunication, and dive into
the tension and turn it into a bonding moment.

10

They shape board interactions into positive cycles. Whenever boardroom disagreements
become disrespectful, an effective board member reminds
everyone that everybody in the room wants the organisation to succeed.

11

They form a secure base. They provide a
judgement-free zone where they bring everyone
together under the same goals.

12

Lola Gershfeld (lola@levelfiveexecutive.com), a doctor of
psychology, is chief executive of Level Five Executive in
Newport Beach, California. She is the author of Effective
Board Dynamics Guide for CEOs and Directors.
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Organisations are not going to get smaller or less complex, and any part-time director is eventually going to find it
quite difficult to fully understand a company that’s massive.
Perhaps boards need to go back to a model that includes a
few more insiders. Having multiple directors who are fulltime employees of the company may help with this problem.
The fact that these barriers to monitoring exist does not
mean directors are automatically to blame for problems. The
research shows these problems tend to be structural in nature.
Despite the structural problems, boards can act effectively.
The first way that a board can be effective is in its role as a
group that provides advice and suggestions to management.
The second way is as an oversight body in times of crisis or
in short, punctuated events such as replacing the CEO or
overseeing an acquisition.
Directors can be effective when serving as advisers and
counsellors for the management team. One of the most
recent ways academics have been studying boards is by
considering the value directors provide as sources of valuable
knowledge and information. Directors often have decades of
experience in varied industries. This knowledge can be an
incredible resource for executives when used properly.
There is a growing pool of evidence that knowledgeable
directors can help the organisation, especially when their
knowledge matches what the company is going through. In
a similar way, if a CEO knows and trusts the directors, he
or she will be more willing to seek out their advice outside of
board meetings. Directors can also ask important questions
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and work to make strategic actions better and more relevant.
Diversity can be valuable — if the board works to develop
trust and communication amongst directors.
The second way directors can be effective is by banding
together and overcoming the barriers discussed above in
short-term bursts. For instance, when a company is considering an acquisition, it is possible for the directors to
devote considerable time and attention to that one particular
decision.
We can’t expect this to occur in an ongoing fashion, but
many important business outcomes occur in this kind of
punctuated situation. We expect similar types of focused
attention when the board needs to replace the CEO. If
the board realises that a major part of its job is to provide
focused attention in short bursts such as these, then directors
may see this as a much more realistic way to view how they
allocate their time and attention to their duties as directors.
Joel Andrus, a doctoral student at Texas A&M University, contributed
to research for this article and was a co-author on the research paper.
Steven Boivie (sboivie@mays.tamu.edu) is an associate professor at
Texas A&M University’s Mays Business School in College Station,
Texas. Michael K. Bednar (mkbednar@illinois.edu) is an associate
professor of business administration at the College of Business at Illinois
in Champaign, Illinois. Ruth V. Aguilera (r.aguilera@northeastern.
edu) is professor for international business and strategy at Northeastern
University in Boston. n
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KEYS TO
SUCCESSFUL

VIRTUAL
TEAMS
As more employees work
remotely, companies face risks
in communicating with and
evaluating far-flung staff.
By Dan Griffiths, CPA, CGMA, and Neil Amato

M

ore and more, interaction with direct
reports, peers, or entire work teams is of
the virtual variety. Perhaps each worker
lives in a different city or country than the
home office. Perhaps the business doesn’t
have a home office, and workers are
linked only by a tech tool such as Skype and the occasional
face-to-face meeting. Or perhaps an organisation is hiring
contract workers from around the world who have few ties
to the organisation beyond a solitary task.
The movement to a more open workforce creates
opportunities as well as risks. High-performing companies
are using the open workforce to gain a competitive
advantage, according to the CGMA report New Ways of
Working: Managing the Open Workforce, and many organisations
expect the shift in using external talent in favour of full-time
employees to accelerate.
One challenge of managing decentralised workers is
giving them a sense of inclusion. Their in-person interaction
is limited, and even face-to-face virtual meetings are not the
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same as sitting down together for lunch or coffee. But there
are ways to make remote staff feel like part of the team.
Get to know your staff as people. Managers learn
about the lives of in-person workers through impromptu
interactions, but they lack those opportunities with
remote workers. Peter Chiu, a senior manager of FP&A
at credit reporting agency Experian based in California,
recommended intentional steps to make a remote worker feel
welcome.
Chiu manages two employees who work in an Experian
office in Santiago, Chile, and one of his strategies is
communicating with the workers about non-work topics.
Through the messaging tool WhatsApp, Chiu and the two
employees exchange messages and share photos. He even

structure myself so they have an idea what the output is
supposed to look like,” Chiu said. “Sometimes, it requires
more hand-holding and more preparation before I let them
know what I need them to do.”
Time zone differences are another reason to set clear
expectations. First, a worker with a question might not be able
to reach you if you’re sleeping while they’re working. Second,
Chiu said, sometimes his workers received email and logged
back into the system at midnight to complete assignments.
Chiu added an Outlook calendar set to Chilean time to be
sensitive to his employees’ schedule, and he specifies when a
task is urgent or can be addressed the next day.
Recognise remote workers’ contributions. It’s easy
to type out “nice work” when praising an employee,
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went on holiday to Chile, spending time with his staff while
there. “They send me family photos, and I’ve met their
kids,” he said. “They’ve met my fiancée.”
In all-staff meetings, strengthen the bonds of familiarity
with casual talk at the start of videoconferences or phone
calls. “Everyone’s expected to talk, but it always starts
casual,” Chiu said. “We build a conversation.” Then comes
the work part of the agenda, which is driven by Chiu.
Set clear expectations for work. Because remote staff
are not down the hall, it can be more difficult for them to
ask follow-up questions on work assignments. Managers
of remote workers should clearly describe the duties for a
report or project.
“If there’s some intricacy in the work, I’ll set up the

48

“It’s a constant challenge
to keep everyone aligned
to the overall business
objectives.”

Photo courtesy of Experian

— Ammar Alhassan, FCMA, CGMA,
the CFO at BMMI in Bahrain
and while positive reinforcement is a good thing, it’s also
necessary to provide specific, regular feedback to a remote
worker. The employee you might see at the coffee machine
will get more feedback than the one you never see, so be
intentional in reaching out to the far-flung worker.
Chiu, who in a previous job managed a team of
workers from India, said turnover can be high among
remote teams when those workers don’t feel appreciated.
He makes a point to give credit to the unseen team
members for their accomplishments.
He hopes that praise will help his direct reports in Chile
become more empowered to offer opinions in meetings and
to be better self-advocates. “They’re humble about their
achievements,” Chiu said. That emphasis on empowerment
also helps grow the trust between remote staff and homeoffice managers.
Arrange visits, both ways. Organisations should
budget for and schedule time for in-person interaction with
decentralised workers. Remote employees should visit the
main office, and supervisors should visit remote workers.
This helps remote workers strengthen relationships with
peers, catch up on company news, and meet new employees
they knew previously only from phone calls. Additionally,
the in-person visit gives
remote workers a chance
to discuss serious concerns
with their supervisor that
they might have hesitated
to bring up in a virtual
meeting.
BMMI, a retail,
distribution, and contract
supply group based in
Bahrain, has employees in
multiple countries in the
Middle East and Africa. Staff
Peter Chiu
from various departments at
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the company’s headquarters visit remote workers, according
to CFO Ammar Alhassan, FCMA, CGMA. The presence of
peers — instead of visits only by top management, trips that
can feel like inspections to the remote staff — helps increase
communication in remote offices. “We have different levels
of communication flowing through the organisation, from
different perspectives,” Alhassan said.

WHY VIRTUAL MEETINGS MATTER
To be effective, communication must be intentionally
thoughtful and warm. Just as professionals have to learn to
show up and greet someone in a physical meeting, they also
need to practise establishing presence in a virtual meeting.
Here are five ways to have better virtual meetings:
Set and enforce clear expectations. Face-to-face
meeting norms and etiquette are well-established at
many organisations. We have seen meeting leaders stop
a meeting when a mobile phone is picked up, to make it
clear that everyone in the room needs to be fully present
or excuse themselves until they can be. The same sort of
rigour should be applied to the expectations for a virtual
meeting.
Tell meeting participants that, for one important
videoconference each week, it is expected that everyone will
be in front of their webcam. Ask them to close their email
applications and turn off any distracting devices during the
meeting. We expect presence and attention for in-person
meetings. For virtual meetings, why are we willing to tolerate
a host of distractions?
At an in-person meeting, we don’t let people play games
on their phones, so why would we expect them to be fully
engaged for a virtual meeting while, say, dodging traffic?
Never begin a meeting without an agenda. Some of
us have fallen into the bad habit of improvising for our
meetings. In person, it can sometimes be possible to salvage
a meeting without an agenda, but when a meeting is virtual,
it’s quite the feat. Place time estimates on the agenda and
stick to them as often as possible. When everyone knows
how much time is set aside for each item, they will help
you stay on track, and they’re also more likely to remain
engaged in the meeting.
Schedule one-on-one video check-ins. For team
members that you rarely, if ever, interact with in person,
schedule brief, regular, one-on-one check-ins. These checkins are vital to maintaining good working relationships even
when our offices are in the same building. They become
essential when we don’t work in close physical proximity.
Be sure to schedule these check-ins at times when both of
you will be in front of a webcam, free of distractions. This is
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THE CHALLENGE OF EVALUATING
REMOTE WORKERS
It’s fairly simple to deliver positive feedback electronically.
Send a text message to communicate “job well done”
privately. Or you can send email to a group to praise
someone, and the employee is publicly recognised for good
work.
How do you deliver criticism electronically? Not as
easily, and it’s even more difficult to give negative feedback
to an employee who works in a different location. Hiring
remote workers has many advantages, but there are also
risks. One is how those workers are evaluated and how that
evaluation is communicated to them.
In an in-person interaction, it’s easier to convey warmth
at the start of what can be a difficult conversation. A
manager walks into a direct report’s office, asks about the
worker’s weekend, and says, “I have some feedback I want
to share with you about this last project. This particular
piece of the project didn’t go well, and here’s what I’m
concerned about. What are your thoughts on how it went?”
The message is delivered, and the discussion continues.
That same message can’t be delivered in an email.
There’s no warmth that goes along with it, and workers
could get offended or defensive and be prone to tapping
back a reply that they might regret. That’s why managers
overseeing remote workers must set aside regular
opportunities for feedback to occur and must establish

a rhythm to those
conversations.
One way is the 3-3-1
model: The manager and
direct report meet monthly,
and the manager shares
three things that went well,
three things that could be
improved, and one goal
for the next 30 days. Or
the same meeting could be
held weekly. The meetings
Ammar Alhassan,
are development- and
FCMA, CGMA
performance-focused and
should not include progress
updates. To avoid getting off track, keep them short — no
more than 15 minutes. Ideally, progress updates should
occur on an ad hoc basis or in another scheduled meeting.
Alhassan, the CFO at BMMI in Bahrain, said the
company is cognisant of the need to deliver regular feedback
to its remote workers, for the sake of the workers and the
company. “It’s a constant challenge to keep everyone aligned
to the overall business objectives,” he said.
Three years ago, BMMI switched to performance
management software called SuccessFactors to better
communicate with and evaluate employees at home and
abroad and to establish more transparent goal-setting. The
company ties an employee’s performance ratings in the system
to the employee’s remuneration. The introduction of the
software started with what Alhassan called “a big road show.”
“We were keen not to have this be perceived as having
more software,” he said. “We wanted to use it as an
opportunity to change behaviour and change the mindset.
We went around to various countries, meeting with everyone,
introducing them to this process, and setting expectations.”
The objectives for teams and individuals are more clearly
spelt out, and regular reviews and unstructured contact keep
managers up to date on remote workers’ progress.
“We have regular reviews during the year, either face to
face, on Skype, or on the telephone,” Alhassan said. “We
go through the objectives one by one and take stock. We
know fairly early on if something’s not going to be done
as promised. Things never go exactly to plan, but as far as
executive management and the board are concerned, we
have [fewer] surprises. We sleep better at night.”
Dan Griffiths is director of strategy and leadership at Tanner LLC in
Utah. Neil Amato (namato@aicpa.org) is a CGMA Magazine
senior editor. ■
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especially important when delivering feedback that may be
hard to hear, where a casual phone call or email might cause
things to be taken out of context. Stick to that schedule, and
commit to starting on time, distraction-free. Saying, “I’m
here to talk, but I need to send a few emails before we start,”
isn’t sticking to the schedule.
Exaggerate like an actor. Smiling makes a difference. On
some videoconferencing platforms, all you see is someone’s
face, and even that is sometimes blurry. So, if your face is
thumbnail size and out of focus, you may have to exaggerate
the smile to better convey your emotions. Smiling not only
makes the person on the other end of a video screen more
comfortable, it also will help in a phone conversation. If
there’s a scowl on your face, it usually gets translated into the
tone of voice that goes through the phone line.
Stand up! Your voice will project better and your tone
will improve if you stand up or at least sit up straight when
having a conversation on the phone or via videoconference.
Slouching might give off an air of indifference. Coach your
team and yourself on trying to have a 10- or 15-minute call
standing up.

Young girls carry water in the
cocoa-producing village of
Kwamang, Ghana. Until recently,
children laboured in the cocoa
fields instead of attending school.
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HUMAN RIGHTS RISKS IN THE

SUPPLY CHAIN

Regulators, shareholders, and consumers increasingly expect
companies to be aware of, and accountable for, what goes on
throughout their supply chains. Here’s what to look for when
choosing a third-party supplier.
By Samantha White and Jack Hagel
CGMAMAGAZINE.ORG
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Visiting suppliers in person
is critical to assessing,
monitoring, and managing
risks related to employee
conditions.

etailers and manufacturers sourcing from
producers in emerging markets often learn
that the approach to human rights and
labour relations varies from country to
country. Despite these local differences,
regulators and stakeholders expect international standards to be upheld throughout the supply chain,
and such third-party operations have come under increasing
scrutiny in recent years.
New legal requirements around the world mean companies need to be able to demonstrate an understanding of their
impact on the human rights of stakeholders and communities
throughout their supply chain. Failure to monitor and control these issues brings risk of reputational damage.

R

Yet issues such as forced labour, harassment, health and
safety, land rights, fair wages, and long shifts have been
exposed in the supply chains of major consumer brands in
recent years. And the problems aren’t always easily fixed.
For example, confectionery industry initiatives to find a
solution to the millions of children involved in hazardous
cocoa production work in West Africa have yet to deliver
meaningful change.
The fashion industry is also struggling to confront unsafe
conditions in its supply chain. In 2013, the Rana Plaza building
in Bangladesh, which housed factories making garments for
global brands, collapsed. More than 1,100 people were killed,
and thousands more were injured. Since then, driven partly by
media and consumer pressure, the industry has attempted to
prevent and remedy the dangers to its workforce. The Accord
on Fire and Building Safety in Bangladesh was drawn up with
much fanfare and signed by more than 200 clothing brands.
Factories were inspected, and corrective action plans were put
in place. However, 1,401 of the 1,646 factories covered by the
accord are behind schedule on these tasks, according to the
Accord’s quarterly report dated July 2016.
Were these efforts enough to ensure worker safety in Bangladesh? For example, one area not covered by the accord is
boiler safety. Investigations into the September 2016 Tampaco Foils factory boiler explosion, which claimed more than
35 lives, are ongoing. The packaging factory counted two
large multinational companies among its clients. According
to the International Labour Organisation, there have been
many similar incidents in recent years.
Balancing profitability and responsibility is a pressing
concern for retailers and manufacturers. Lower labour costs
in emerging markets are an important factor in the decision
to source abroad. However, organisations have to make sure
that certain conditions are met, or the cost-saving move may
backfire.
“Your company’s reputation will one day rely on how
you treat people,” said Michael Rogerson, ACMA, CGMA, a
sustainability consultant with UK-based OEE Consulting.
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The Rana Plaza building in Bangladesh,
where workers made garments for
several global brands, collapsed on
April 24th 2013, killing more than
1,100 people and injuring thousands.
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“In the internet age, news will get out. The reputational risks
are almost never worth it commercially.”
With brand image at stake, not to mention the potential
legal ramifications, retailers need to understand their suppliers’ production processes, how they treat their people, the
working conditions, and the environment.
“You have to look beyond the commercial win or lose of
it,” said Rogerson, who has worked in the Middle East and
Africa. “Management accountants who are trusted advisers
in companies need to be pushing for better behaviour across
the spectrum of functions.”
And organisations have a responsibility to look beyond
their own interests. Those that view human rights issues
primarily as a risk to reputation fail to address the real issue,
he added. “It is a risk to reputation. But you have got to go
beyond that.
“It’s a risk to people, so do the human thing first.”
Here are some tips for choosing a responsible supplier:

DO YOUR RESEARCH
One way of gauging working conditions in your potential
suppliers’ facilities is to research their reputation. “With
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the internet, there’s a lot of good ways to search companies, find out what their labour practices are, if they’ve
had any history of violations,” said Todd Luchsinger,
CPA, the CFO of Dupli Envelope and Graphics, a New
York printing company. “We find reputation in the industry to really be a beneficial way to learn about suppliers,
as well as leaning on industry associations to make sure
that you’re selecting valid and viable companies to do
business with.”
Luchsinger said trade associations, Dun & Bradstreet
credit reports, and basic internet searches can help educate a
company on potential vendors.
Other factors to consider during the research phase include:
■■ Location: Is the supplier operating in high-risk areas or
areas that are prone to human rights violations due to lax
or non-existent enforcement of regulations?
■■ Financials: Examination of the supplier’s financials and
disclosures may reveal potential red flags.
■■ Staff turnover: How frequently do employees leave the
company?
“Any company that’s selling its services to another company is going to advertise work it has done before,” Rogerson
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said. “That gives you a list of companies you can contact.
You can’t hide [unethical conduct] from close commercial
partners. So there’s bound to be someone who has seen
something, if there is something to see.”
You can find former employees of that company on
LinkedIn. You could have a conversation with them about
the company’s attitude to a specific area, such as working
conditions and safety, he added.

SET EXPECTATIONS
When you have selected a supplier, it is essential to inform
them of your expectations from the outset and provide them
with your organisation’s code of conduct. The code should
state clear, measurable objectives for the supplier on aspects
such as product quality and working conditions.
“You need to have really solid vendor compliance guidelines in place and let your factories know that … it impacts
the partnership and the performance of our business and ultimately the vendors,” said Brenda Morris, CPA, CGMA, the
senior vice president of finance at Torrid, a women’s fashion
retailer based in Los Angeles. “Our goal is to have guidelines
that make sense for the entire supply chain, from the factory
to our customers’ hands.”
Simply having requirements in place is not enough. “If
you’re not monitoring them, you’re not really doing your due
diligence and [fulfilling] your fiduciary responsibility,” she said.
The first level of compliance involves self-reporting by the
supplier on the metrics specified. The next level involves regular visits by auditors or quality inspectors to test the rigour
of those self-reports.
In a self-assessment, consumer products company Unilever identified discrimination, forced labour, health and safety,
land rights, and fair wages issues along its supply chain. The
company found that harassment was the most frequently
reported issue in 2014, according to the company’s human
rights report, the first to be based on the UN Global Compact
framework, which was cited in Business and Human Rights:
Evolution and Acceptance, a CGMA briefing developed with the
Global Compact Network UK.
In light of the finding, Unilever launched initiatives to
combat the problem, with community outreach, safety talks,
and targeted training exercises in affected areas. The company committed to reporting on progress in future editions of
its human rights report.
“Only when we look at our entire footprint are we able to
see and implement the appropriate standards that you would
expect of Unilever,” Roger Seabrook, FCMA, CGMA, vice
president of finance, marketing, and sustainability at Unilever, said in the briefing.

INTEGRATE
HUMAN RIGHTS
CONSIDERATIONS
INTO ERM
Identifying and monitoring
issues in the supply chain is
similar to many enterprise risk
management matrices.
Identify what the operational, reputational, and financial
risks are, and allocate ownerBrenda Morris, CPA,
ship of each risk to a member
CGMA, says an
of your organisation. “You
organisation should
have a sense from a heat map
have solid guidelines
standpoint how much [each issue] could impact you if it were for vendor compliance.
to rise to a high level of risk
in a certain factory or certain
geography,” Morris said.
What may be a very low
risk today could change in
30 days’ time to a high risk
in light of an economic event
somewhere in the world — a
port strike or a terrorist
event, for example. Constant
evaluation and monitoring of
the level and intensity of risk
is crucial.
Todd Luchsinger, CPA,
“This is why it’s really
says it’s important for
important to have these
an organisation to
research the reputation
supply-chain issues be a part
of its suppliers.
of your overall enterprise risk
monitoring, and make sure you
are constantly revisiting,” Morris said. It’s important to have
mitigation plans in place to manage risks and to react quickly
once a risk is recognised.
Organisations also should have plans for managing risks
across the threat spectrum, such as when a risk moves from low
to medium, or medium to high. “You should always have a
path, so you’re not trying to figure it out on the fly,” she said.

VISIT THE FACTORY FLOOR
Conditions will vary from country to country, factory to
factory. So visiting suppliers in person is critical to assessing,
monitoring, and managing risks related to employee conditions. In addition to scheduled routine visits to do product
and line checks, surprise visits are really important.
“The things we’re looking for typically are: making
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The accountant’s role in human rights due diligence
The CGMA report Business and Human Rights: Evolution and Acceptance provides guidance for assessing and protecting human
rights. The report outlines specific areas management accountants should be considering and acting upon and the acceptance of
integrating human rights concerns into business operations.

ASK:

REVIEW:

■■ Has the organisation made a public commitment to respecting

■■ Strategic priorities that may adversely impact the human

■■

■■

■■

■■

■■

human rights? This may take the form of a human rights policy
or the inclusion of a human rights statement within its policies
on sustainability, corporate responsibility, or other matters.
Has the organisation signed up to a responsible business
standard or initiative that includes a commitment to observing human rights, such as the UN Global Compact?
Has the organisation signed up to a sectoral initiative
that has its own responsible business standard, including
a commitment to observing human rights, such as the
International Council on Mining and Metals?
Has the organisation’s HR function developed systems to
monitor issues such as gender equality in the workplace or
beyond?
Is the procurement function aware of any requirements for
companies to respect human rights? Or does it undertake
human rights due diligence?
How does the internal communications function share
messages and help embed practices on the companies’
position, policies, and processes relating to respect for
human rights?

KEEP APPRISED OF:
■■ Changes in the regulatory landscape concerning business
and human rights-related issues.

■■ Developments in the business and human rights field
regarding business reporting and performance, such
as the Corporate Human Rights Benchmark, the UN
Guiding Principles Reporting Framework, and the Human
Rights Reporting and Assurance Frameworks.

sure that people seem happy, that they’re being treated well,
that the conditions are good and clean, workers are getting
breaks,” Morris said.
Jim Rothenberger, CPA, CGMA, senior vice president
and CFO of Thermacore, liaises with his operations officer to
go through suppliers’ facilities and observe them as regula-
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■■
■■

■■

■■

rights of stakeholders. If these are not apparent, make the
case for considering how the company will address and
manage its impact on the human rights of its stakeholders
as one of the business’s ongoing strategic objectives.
Potential or actual human rights risks to the company, or
impacts on stakeholders.
Reports addressing human rights risks related to relevant
aspects of the organisation’s business. Determine how they
may affect the organisation’s financial position.
Contracts. Look for opportunities to insert the organisation’s human rights responsibilities into contracts with
third-party partners. The wording should unequivocally
state the organisation’s commitment to upholding
respect for internationally recognised human rights.
Elaborate on how the organisation conducts its business
and convey to third parties the need for them to adhere
to the contract.
Insurance policies. Seek clauses that have a crossover
with human rights impacts. If the wording is vague, consider asking the insurer to include clauses that safeguard
the organisation’s activities, actions, or relationships with
respect to human rights. Alternatively, ask for the wording
to be strengthened to ensure that your organisation is
covered regarding any violation of human rights.

BE ALERT TO:
■■ Existing or legacy human rights issues in any merger,
acquisition, or divestiture prospect, or related partnership.
If these are not apparent, ensure that the due-diligence

tors would. The engineering design and manufacturing company uses US Occupational Safety and Health Administration
(OSHA) requirements as a guide.
“We check how clean the operation is,” he said. “Is there
a lot of dust flying around? If we have an operation where
there may be some spray painting, as an example, is there a
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process includes consideration of existing or legacy human
rights issues.

expertise, or via an independent consultant.

■■ Stakeholder engagement, which may be needed to
ascertain that a project or operation is not adversely
impacting stakeholders’ rights.

ENSURE:
■■ That business development teams thoroughly assess the
human rights situations in countries where the company
may be embarking on a merger, acquisition, or other
investment.
■■ That, when placing orders, the buying function considers
the organisation’s responsibility to respect the human rights
of its suppliers and associated contractors.

■■ A third-party human rights impact assessment examining an

■■

■■

CONSIDER:
■■ Adding human rights risks into existing risk-management
processes.

■■ Adding human rights impacts by stakeholder into existing
risk registers.
■■ Developing KPIs that will help the company measure and
track how it respects human rights and does not adversely
impact the rights of stakeholders.

WORK WITH RELATED BUSINESS
FUNCTIONS TO:

■■

■■

organisation’s adverse impacts on the human rights of its
stakeholders, which requires specialist expertise and skills.
Remediation and reparation. Ring-fence funds for
corrective actions that may need to be addressed and for
situations that could potentially trigger a reparation or
compensation claim.
Learning and development. Your business may benefit from
engaging with organisations that consider and address
business and human rights issues and offer peer-to-peer
learning opportunities.
Training. Ensure that relevant employees understand that
concern for human rights is an important commitment of
the company.
Specialist advice. Consult an individual or group of people
that is experienced and knowledgeable about business
and human rights, enabling you to confidently identify
human rights risks and potential impacts to the business.

■■ Develop relevant KPIs that will help the organisation

CHALLENGE:

determine how it respects human rights in all of its
activities.
■■ Establish the company’s management-reporting systems
addressing non-financial issues such as human rights.
■■ Develop appropriate non-financial KPIs that relate to the
relevant business functions’ interaction with human rights
issues.
■■ Improve understanding and awareness of relevant
processes and policies, particularly for the functions that
are most affected.

■■ Information and data compiled by business functions such

ALLOCATE FUNDING FOR:
■■ Human rights country-risk analysis. This may be carried
out internally, if there is appropriate in-house human rights

good exhaust fan? Because if someone’s standing there all
day long, those fumes are going to be inhaled. What kind of
protective gear do these individuals have? Those are some
easy things to look for.
“Some of the tougher ones may be as you walk past, let’s
say, a machining centre. Are there hand guards? Are there

as the corporate responsibility or sustainability teams.
Ensure that these data effectively identify the organisation’s
human rights risks and impacts associated with its
business.
■■ Action plans drafted by relevant teams. Discuss solutions
with them to ensure that the agreed approaches are
cost-effective and meet the needs of the affected
stakeholders.

REVISIT:
■■ Human rights-related policies, processes, and systems that
have been developed and implemented; ascertain their
effectiveness and make all appropriate adjustments.

safety valves? Are there special pull ropes in case something
fails? Those are good questions that our guys try to find
answers to,” he added.
If company inspectors observe an unsafe aspect of the
operation, they make recommendations to the supplier. And
they make it clear: “If you want to continue supplying
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this product for us, we wish you to address this situation,”
Rothenberger said.
If you see red flags, pursue them. Don’t ignore them,
because the problem will get bigger, Morris said.
Years ago, while working for a different company, Morris
made a surprise visit to a factory in China. While there, she and
her colleagues uncovered an issue with long work shifts. “People
were exhausted,” she said. “Everyone was downtrodden.”
After speaking with workers, it became clear that the factory
owners weren’t adhering to the compliance manual Morris’s
company had provided the supplier. Rather than cutting ties
with the supplier, her company sought to fix the problem.
“Sometimes it’s better for the people that are working
there to help you put processes in place that really address
human rights issues and quality of work [conditions] so
that you can continue to move product there and hopefully
enhance their lives,” Morris said.
As the client, you have an opportunity to drive change
and improve standards to the benefit of the workforce in that
sector or country. If a potential supplier does not have an
ethics policy, but seems to be good, help them produce one,
Rogerson said.
“Sitting with someone senior and getting them to walk
you through what that might look like is a great insight into
how the management thinks about ethical issues,” he said. “It
is always better for ethical companies to be involved. If you
get out, you save your reputation, but you leave behind employees that you could have had a positive impact on. The
company’s policy won’t change because you left.”
Explain that you get better work out of people the better
you treat them and the more you value them, he added.
Margins in manufacturing may be tight, but those things
don’t necessarily involve a financial investment. Having a
demonstrable ethics policy in place can also help the supplier
stand out among competitors.

DEVELOP AND MAINTAIN GOOD
RELATIONSHIPS
Regular communication and building good relationships
with your suppliers is crucial to maintaining a resilient and
compliant supply chain. The stronger your relationship with
a partner, the more you can work with them to provide training and build their capability to reduce human rights risk and
identify and tackle the root causes of a problem.
If the problem or violation proves insurmountable, disruption to your supply chain can be minimised if you have a
network of factories that you work with.
“If you find that the factory is out of compliance, they’re
not producing the quality that you want, they’re not treating
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their people well, you want
to be able to move relatively
seamlessly and not impact your
product supply chain and your
ability to get product to the
marketplace,” Morris said.

USE YOUR ACCESS
Management accountants are
in a privileged position, as they
have access to much of the
data that describe what goes on
Michael Rogerson,
in a company, Rogerson said.
ACMA, CGMA, says
The kind of indicators
human rights issues
management accountants can
must be viewed
request from suppliers to get
as more than just
an instant snapshot of their
reputational risks.
supply chain include: worker
hours since the last accident,
the health and safety incident
log, and worker pay, especially as it relates to living wage
levels in that location.
If you are in doubt about
any of the practices you observe, ask yourself: Would you
be happy to stand up in court
and say these things are taking
place in your supply chain?
A practice may well be legal
in the strictest sense, but once
Jim Rothenberger,
you’ve described it in court,
CPA, CGMA, says
it is public knowledge and the
organisations must
ethics of it can be debated.
push suppliers to
“If you spot something [unaddress safety issues.
ethical], bring it up,” Rogerson
said. “And if you don’t get a
response from your manager, go to the next level up, and keep
going if necessary. If you know about it and don’t do anything,
you’re responsible. The risk to you is you lose your job. The
risk to a worker in dangerous conditions is their life.” ■

More guidance

For additional best practices on human rights issues
in the supply chain, see the CGMA briefing Business
and Human Rights: Evolution and Acceptance at
tinyurl.com/CGMAHumanRights.

CGMA SPECIAL REPORT
®

BUSINESS ANALYTICS
AND DECISION-MAKING
The Human Dimension
Across the world, management accountants are being called upon to help
businesses draw valuable insights from data to support their evidence-based
decision-making. Here, we look at some of the challenges involved, the skills
required, and the lessons to be learnt from some of the leaders in the field.
Commoditisation is rife in our globalised,
digitised world where businesses have access to
similar resources and a shared focus on driving
down costs.
Increasingly, intangibles are the key means
available for businesses to create value,
differentiate themselves, and outperform their
competitors. Of these, the quality of decisionmaking is the most important. Not only does
it enable a business to react faster than the
competition to emerging threats and
opportunities, but it also unlocks the potential
to develop other valuable intangibles such as
brand reputation, intellectual capital, and more.

“We held a recent round table of
CFOs of US public companies and
found that ‘adding insight to the
numbers’ was in the top three issues
they felt were most urgent.”
Tom Hood, CPA/CITP, CGMA, the
president and CEO of the Maryland
Association of CPAs and the
Business Learning Institute

In compiling the CGMA® report Business Analytics and Decision-Making: The Human
Dimension, we interviewed senior designation holders from market-leading businesses
in sectors including retail, pharmaceuticals, fast-moving consumer goods, telecoms,
technology, and more. Their insight and advice form a significant proportion of this report.

JARGON BUSTER
Business analytics is an evolution of a practice that in the early
1970s was called decision support systems (DSS). However, in some
organisations, business analytics is used interchangeably with business
intelligence (BI) (although, confusingly, analytics is often seen as a subset
of BI). Other terms also overlap with analytics – here are a few of them:

Business performance
management (BPM)
An approach that allows the monitoring, measurement,
and comparison of key performance indicators (KPIs).

Data mining

Machine learning
A method of data analysis that automates the
analytical model-building process. Using algorithms
that iteratively learn from data, machine learning
allows computers to find hidden insights without being
explicitly programmed on where to look.

A computational process of discovering patterns in
large data sets. It involves using methods at the
intersection of artificial intelligence, machine learning,
statistics, and database systems.

Meta data

Data science

Online analytical processing (OLAP)

An interdisciplinary field concerned with the
processes and systems used to extract insights from
data. It is a continuation of other data-analysis fields
including statistics, data mining, and predictive
analytics.

Data warehouse
A large repository of organised data.

Extract transform load (ETL)
A process in data warehousing responsible for
extracting data from the source systems and
placing them into a data warehouse.
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The tagging of data, providing a description for the
purposes of management and analysis.

The multidimensional analysis of business data,
providing the capability for complex calculations,
trend analysis, and sophisticated data modelling. It is
often seen as part of the broader category of business
intelligence, which also encompasses the relational
database, report writing, and data mining.

Predictive analytics
A process that attempts to make predictions about
unknown future events using techniques including
data mining, statistics, modelling, machine learning,
and artificial intelligence to analyse current data.

INSIGHT: AN INHERENTLY HUMAN TRAIT
It is vital that businesses make measured, rational decisions that are based on
evidence provided by relevant information and diligent analysis. It is equally
important that decisions are not skewed by individual bias or personal motives.
Above all, though, the best decisions are based on insights drawn from an
understanding of financial and non-financial data residing within and outside
the business.
Too many businesses, however, turn to analytical tools
to overcome data challenges in the mistaken belief
that implementing the right technology will inevitably
lead to new insights and better decisions. This is not
the case. Generating insight is a cognitive and often
social process, making it an inherently human trait.
It is people, not technology, who make sense of data
and give it meaning. Personal opinions and hunches
are still important, provided they are considered in
the context of the data’s story.
Recognising this, many businesses are turning to
management accountants to help them gain insight
from data. Management accountants are ideally
positioned for this role, due to their financial focus and
overview across the organisation. However, to deliver
full value, they need to ensure they approach the
analytical task in the right way.

DEFINITIONS
“Dimensional analysis”, “business analytics”,
and “segmentation analysis” are terms that
describe how business analysts and
management accountants look at data from
various directions, enabling them to analyse
performance by product, process, customer
segment, or channel. By asking the
appropriate questions, they can better
understand business performance in terms of
what has happened, why, what might happen
next, and how it could be improved.
Analysis therefore helps to generate the
knowledge, understanding, and learning
(collectively known as insight) that support
evidence-based decision-making and
performance management.

“In this new competitive landscape, we have
recognised very early that financial metrics
don’t help in understanding customers.”
Simon Henry, FCMA, CGMA,
the CFO of Three Ireland
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Answering the questions that matter
The best businesses no longer rely on gut feel and then
examine the numbers to measure success. Instead, they
first understand the numbers and what they are revealing
before using that insight to formulate intelligent decisions.
When undertaken correctly, an analytics initiative
can help businesses build insight based on answers to
descriptive, diagnostic, predictive, and prescriptive
questions such as:
• W hat happened?
For example, seeking cut-and-dried information on a
situation or event, or the status of an asset or product.
• Why did it happen?
For example, enabling understanding of why an event
occurred (potentially involving root-cause analysis or
using data to test a hypothesis).

Openness to change: Always consider the impact of
new insights, and challenge established assumptions.
Thinking in systems: Identify and understand all the
components of a model and how they fit together.
Relationship building: Be proactive, anticipating
colleagues’ requests to build credibility beyond being
just a “number cruncher”.
Courage and resilience: Be ready to challenge
management assumptions with objective data and
rigorous analysis.
Strong communications: It is essential to be able to
tell the data’s story in a way that’s both understandable
and believable.

CHECKLIST: SEVEN
RECOMMENDED
ACTIONS

• When might it happen?
For example, creating data models to predict when
an event (such as a component failure or sales uplift
following a promotion) might occur.
• How can I make it happen?
For example, testing and comparing approaches to
find the most effective means of influencing a change
in behaviour.

1.

Understand your business, its strategy,
and how it generates value.

2.

Consider causal relationships to identify
the measures and analyses needed to
manage performance.

3.

Be alert to the data across your business.

4.

Develop a centre of analytical expertise,
and share information across disciplines.

5.

Appreciate how investigation and
deliberation can provide insights that
create the need to make a decision.

6.

Recognise the key human role in
interpreting information.

7.

Collaborate with colleagues across
disciplines to convert analytical insights
into commercial outcomes.

An expanding skillset
As the role of the management accountant evolves, the
need for new skills is emerging – often outside the traditional
boundaries of an accounting role. Some individuals will
already possess them; others will need to develop them.
The following capabilities are critical to successfully
using analytics to draw insights from data:
Curiosity: Insight comes from taking a probing stance.
Challenge the status quo, identify possible causes and
effects, and drill down to root causes.
Understanding the context: Immerse yourself in
the organisation’s key drivers, and commercial and
business challenges.

CGMAMAGAZINE.ORG

ANALYTICS AND INSIGHT: THE LESSONS LEARNT
• Be clear about what you wish to achieve.
Start small, focusing on a problem area, before
building on success to become more strategic.

• Be imaginative in seeking opportunities to
harness data. Be willing to look beyond the triedand-tested to find new solutions.

• Break down siloes. Departmental data mountains
and hoarded information slow the timely and
effective formulation and exploitation of insight.

• Consider how to exploit “waste” data. Be alert to
the information created as a by-product of operational,
customer, and supplier systems. (An example is the
benefit to retail merchandisers who use security
video footage to understand shopper behaviour).

• Ask the right questions. Make sure questions
are unambiguous and unbiased and that they fulfil
the purpose you require. Are they descriptive,
diagnostic, predictive, or prescriptive?
• Ask “second-order” (more abstract and open)
questions to open the door to improvement. Instead
of asking, “What stock shall we put on the shelves?”
ask, “Is there a better way of replenishing stock?”
• Show relationships between cause and effect.
Use data to identify actions and events that
produce particular outcomes.

• Be prepared to change your approach.
Always look for better ways of doing things.
Expose your assumptions, biases, and blind
spots to new thinking and insights.
• Identify and use only the analytical techniques
and tools that enable new ideas and counterintuitive insights. Above all, remember that
people, not technology, generate knowledge
and understanding.

• Probe for what data you do and do not have.
Avoid being restricted to the data and systems that
are immediately available. Experiment to test the
limits of what you do and don’t know.

CONCLUSION
Data analysis tools exist to support the creation of insight. They do so by
improving the quantity, quality, availability, and timeliness of information.
Creating sense and understanding, however, takes place
entirely in the human mind. Businesses therefore need
to pay more attention to the human dimension, giving
people the opportunity to develop and implement
skillsets around their analysis and insight capabilities.

And, as recognised by leading organisations across the
world, management accountants have the discipline,
the perspective, and the capabilities that make them
important contributors of this human dimension.

Further resources
This report is based on our series exploring technology and analytics.
To find out more, visit cgma.org/resources.
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Manal Al Sarraf, CPA (inactive), CGMA,
head of internal audit at Batelco

5 WAYS INTERNAL
AUDIT CAN
STRENGTHEN
RELATIONSHIPS
BUT KEEP ITS
INDEPENDENCE

Auditors act as a watchdog for companies, but they also can
be business partners.
By Neil Amato
nternal auditors must be prepared to back
up audit findings with facts, but they must
be delicate in the delivery of those facts.
“When you tell people they’re wrong,
you shut them down,” said Manal Al
Sarraf, CPA (inactive), CGMA, the head of
internal audit at Batelco, a multinational telecommunications
company based in Bahrain. “You need to keep communication open for people to explain.”
A harder or softer stance can be taken depending on
the nature of the audit, but, in general, the auditor who has
learnt the particulars of the business, built a professional
relationship, and maintained a sceptic’s approach can do the
job effectively without shutting anyone down.
Al Sarraf takes pride in her approach at Batelco, where
she has worked for the past ten years, including six as the
audit chief for the company’s domestic operation. Internal
audit must sometimes play the role of watchdog, she said,
but it also should be a business partner. “Sometimes you
have to wear a velvet glove, and other times you have to be
stern,” she said.
Here are five ways internal audit can build relationships
without compromising independence:
Understand business leaders’ perspective and their
communication style. This understanding will occur
naturally for the auditor who is familiar with a business unit.
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Learning about the department manager’s pain points at
work and about the manager’s life outside of work can go a
long way towards building a professional relationship, but
one that isn’t too cosy. “Some people just want an email,” Al
Sarraf said. “Some people want to chat over a coffee.” Others
might want a formal conversation.
Be a regular visitor. You won’t be seen as an outsider
if you’re in regular contact with the business units, and you
will learn more observing operations than you would looking
at a spreadsheet. “Do you want people to say, ‘Who woke
you up? Why are you out of your cave?’ ” Al Sarraf said.
“You need to walk around. People need to see you.”
Seek understanding, not fault. A business leader can
become defensive if one of the first questions an auditor asks
is, “Why did you do this?” That sounds accusatory. Instead,
start with, “Tell me about some of the trouble spots related
to reconciliations,” and then be a strong, active listener.
Ask what you can do to help. If an audit coincides with
a department’s busiest time of the year, it might be possible
to change the schedule. The department can collaborate
better if it is not overburdened.
Understand business trends, and think holistically
about the business and its risks. Al Sarraf’s mantra is to be
“armed with knowledge” by reading and by having discussions with professionals in other fields. “As business evolves,
we must evolve and expand our horizons,” she said. ■
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