
After eight years’ research into why
teams succeed or fail in Formula 1
motor racing, I believe the answer is
teamwork. However, I’m not talking
about teamwork merely as a term for
small group dynamics, but rather as a
quality that conveys the spirit of an
organisation. When an organisation
has a culture based on teamwork peo-
ple within it want to make it work
better and better, causing them to
push themselves and support others
to levels that were hitherto unimag-
inable.

Teamwork doesn’t come from a book,
it doesn’t come from a job descrip-
tion and it doesn’t even come from
performance-related rewards. It
comes because those involved want it
to happen and because they are truly
committed to the success of the team
and put their own personal agendas
as secondary to this aim. 

Unrealistic? Well perhaps it is, but it
is the one thing that explains excep-
tional performance in Formula 1.

The Formula 1 key to success
Teamwork is when everyone is look-
ing out for everyone else, stepping
into the breach to help when needed,
but also recognising the strengths of

their colleagues and giving them the
space to do what they do best. Like all
good things it’s very hard to develop
and very easy to destroy, so what are
the foundations of teamwork that
provide the breathtaking levels of
performance that can be witnessed in
Formula 1? 

What can managers do to try and
emulate these incredible feats in the
most competitive of environments?
This was the motivation for undertak-
ing a research study to explore these
factors and to consider how they were
sustained or destroyed through the
actions of organisations. 

We conducted 24 in-depth interviews
with some of the most influential
people in modern-day Formula 1, vis-
iting all the major teams and sup-
porting this analysis by developing a
detailed database of secondary mater-
ial sourced from the motor racing
press, biographies, other books and a
raft of websites. 

In the end we came up with 10 key
factors that supported the teamwork-
ing culture underpinning exceptional
performance. Two of these are dis-
cussed here in more detail.
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A no-blame culture
The first factor is a no-blame culture,
which sounds simple but is far from
easy to achieve. Take the example of
the Formula 1 pit stop. Until 2005 a
pit stop required the changing of all
four wheels and tyres and refuelling
the car with up to 90 litres of regular
grade fuel. This involved at least 21
individuals all with a specific job to
do to complete the entire operation
in under eight seconds. 

On September 22 1991 at the
Portuguese Grand Prix at Estoril near
Lisbon, driver Nigel Mansell was lead-
ing the race for the Williams team
and was a strong contender for the
1991 world drivers’ championship
when he made a routine pit stop.

Everything appeared to go as normal
and Mansell was released from the pit
in order to resume his lead. As he
accelerated into the pit lane his right
rear wheel broke away from the car
and went rolling down the track.
Mansell was stranded in a car with
three wheels; he could not go back as
this would involve immediate dis-
qualification. The mechanics were
also forbidden from replacing the
wheel and tyre while the car was in
the pit lane so Mansell retired, not
only losing the race, but also ulti-
mately the 1991 world champi-
onship.

What had happened? Who had
screwed up? Who should be fired? It
is when things go wrong that you see
the real evidence of a no-blame cul-
ture, and it is neatly summarised by
Dickie Stanford, team manager at
Williams: “We don’t hang anyone out
to dry. You don’t just point a finger at
someone and say they’re to blame.
That doesn’t help, because all you do
is create bad feeling. You try to isolate
the problem, not the person.” 

A blame culture rewards individuals
for covering up their mistakes and
obscuring why things went wrong,
which means that the reasons for the
problem cannot be fully understood
and therefore the organisation is
unable to learn and move on. In this
situation it was found that the reason
for the problem was a split wheel nut
on the right rear wheel. As the
mechanic raised his arm to ask for a
replacement nut the ‘lollipop man’
(the individual at the front who stops

and releases the car by means of a cir-
cular board on a long pole) thought
the raised arm was a signal that the
car was ready to go and released
Mansell.

In reviewing the problem Williams
totally revised its entire pit stop pro-
cedure. Up to that point every indi-
vidual would raise a hand to show
that their task was complete. This
meant that 23 hands would go up in
a five foot-wide area and the lollipop
man would make a split-second deci-
sion to release the car. After the
review Williams revised the signalling
to involve only the four individuals
who did the last process to secure the
wheel and gave them different-
coloured gloves to ensure they could
be quickly recognised by the lollipop
man.

The following year Mansell did take
the drivers’ world championship and
Williams went on to win five con-
structors’ championships between
1992 and 1997.

Real gains come at the boundaries
The second factor is that real gains
come at the boundaries. To get the
biggest advantage over your compe-
tition you find ways of better inte-
grating the many different teams
that create the overall outcome. For
example, it could be the way that
your marketing team works with the
sales team, or the way they both
work with finance, that makes the
difference.
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It’s not enough to have good sales,
marketing and finance teams if they
just don’t talk to each other. This was
a key ingredient in the success of
Ferrari when it won the constructors’
world championship for a record six
consecutive years between 1999 and
2004. During the 1980s and early
1990s Ferrari endured one of the least
successful periods since the first sea-
son of Formula 1 in 1950. 

Indeed, before 2000, the last time a
Ferrari driver had won a world cham-
pionship was South African Jody
Scheckter in 1979. This was a severe
embarrassment to the oldest, best-
resourced and proudest Formula 1
team of all. Like all historic Italian
race car manufacturers Ferrari had
placed the greatest emphasis on
building high-performance engines
and then designing the car around
the engine. 

This approach was entirely logical as
its main rivals were British construc-
tors such as Lotus, McLaren and
Williams, all of whom focused on
designing the chassis and buying in
engines from specialist manufacturers
such as Cosworth, Honda, Renault
and Porsche. 

If Ferrari was to have a competitive
advantage it was natural to believe
this to be its unique and distinctive
engines. However within the team
this led to a situation where the
Ferrari engine was ‘untouchable’,
there was little compromise between
the design of the engine and other
aspects of car performance and it also
meant that there was no open discus-
sion of problems across the teams
responsible for different parts of the
car. 

In 1991 the appointment of Luca di
Montezemolo as chairman, followed
by Jean Todt as team manager in
1993, marked a turning point where a
new organisation was built to restore
Ferrari to its former glory. 

In 1996 driver Michael Schumacher
was recruited, quickly followed by
key members from his previous team,
Benetton – Ross Brawn (technical
director) and Rory Byrne (chief
designer). 

Brawn saw the move to Ferrari as a
big opportunity to create a design

process that integrated the various
parts of the car: “I really felt that if we
could get into a situation where the
engine was completely integrated
into the car, then that must be the
best situation. So one of the things
that was important to Rory and me
was to have someone who under-
stood that and luckily Paolo
(Martinelli, engine director) very
quickly appreciated our ideas and was
completely receptive to the idea of a
fully-integrated engine as part of the
car package.”

Paolo Martinelli had worked on
engines in Ferrari for many years, and
was one in a long line of brilliant
Italian engine designers, but he
recognised that there was a need for
change which was supported at the
top of the organisation and that real
progress could be made by working
closely with the other areas of the car.
As he puts it, “I think it was very
important that there was trust and
direction from the top management.” 

By emphasising activities that inte-
grated across the different design
areas such as electronics and compu-
tational fluid dynamics Ferrari was
able to develop a constant open flow
of information which enabled the
overall design to be optimised. 

This approach is even followed
through at the post race debrief, as
Brawn explains: “In the debrief
Michael starts by discussing the
engine and then he finishes by dis-
cussing the chassis. The same engi-

neers are all together listening.”
Summarising, he observes: “Our
efforts have always been to work
together as a complete package.”

Conclusion – success stems from
mutual trust
So how do these ideas work in prac-
tice and how can we instill them in
other kinds of organisations that do
not enjoy the same excitement and
passion in their employees as is seen
in Formula 1? Undoubtedly there are
principles that have to be reflected in
leadership behaviours such as open
communication and effective delega-
tion, in developing strategies and
plans that are clear, simple and avail-
able to all, and in helping all organi-
sational members understand the
linkage between their actions and
overall performance.

But perhaps the most important issue
in all of this is building an environ-
ment of mutual trust. This is the com-
mon denominator between these fac-
tors. If there isn’t trust and confidence
in colleagues both within and across
teams then these levels of enhance-
ment cannot be achieved. It is only
when individuals and groups within
the organisation are able to be com-
pletely open about mistakes and areas
for improvement that an organisation
is able to make real progress towards
the highest levels of performance. ■

This article, which first appeared in
Management Focus, the journal of
Cranfield School of Management, is
based on research published in
‘Performance at the limit: business
lessons from Formula 1 motor racing’,
by Mark Jenkins, Ken Pasternak and
Richard West, July 2005, Cambridge
University Press, Cambridge UK.
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The most important issue is
to build mutual trust

Teamwork in
action:
it takes under eight
seconds for 21
people to change
all the wheels and
tyres and to load
fuel into a modern
Formula 1 car
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How much time do you waste staring
at indecipherable information, strug-
gling to work out what it is trying to
tell to you? At impenetrable graphs or
tables? At confusing organograms or
flowcharts? At endless dull bullet
points? Executives rely on information
to make decisions, yet they are let
down by the information they receive
– it fails to inform them properly. 

I’ve qualified as a chartered accountant
and an MBA, but not once did anyone
teach me how to show information.
Then again, why should they? It is all
just common sense, isn’t it? And we
were taught pie charts at primary
school. So, 30 years later, when trying
to show a complex issue or a large vol-
ume of data, we remember our prima-
ry school lesson and do some pretty,
colourful pie charts, albeit with a com-
puter, not crayons. 

As for showing numbers in tables,
accountants are bound to be good at
this, aren’t they? Certainly most of
them believe they know and apply the
principles for clear tables. 

Yet I rarely meet an accountant that
truly does know and apply them. If
you need convincing of this, look at
your company’s management infor-
mation pack – most of these being far
more uninviting and impenetrable
than needs be.

Showing information isn’t common
sense, it is good sense. There are prin-
ciples to follow and none is complex or
rocket science. These principles are
based on how people first react to facts
and numbers, then scan, understand
and remember them. Showing infor-
mation is about communicating, not
computing. And it isn’t just about pro-

viding better numerical information
but better words too – there are clearer
ways to show your information than as
an interminable stream of bullet
points. 

Clear information isn’t about remem-
bering to state your sources or ensuring
each axis has a label. While such func-
tional disciplines show thoroughness
and are important, they don’t on their
own achieve clarity. (For those interest-
ed, these disciplines are amply covered
in a somewhat uninspiring British
Standard on tables and graphs.) And
showing information isn’t about
colours and design frippery, despite the
approach taken by some books which
seem to believe that ‘pretty’ and ‘clear’
are synonymous. 

There are many benefits to showing
information clearly. Your documents
and analysis get read. They are more
inviting for the reader. The audience
understands and absorbs them faster.
Time is saved. Better decisions are
reached more quickly. 

Many tips or changes to achieve clarity
are individually quite small, yet collec-
tively they can make a huge difference.
One company made 22 changes to the
format and structure of a single page of
key performance indicators. The effect
was dramatic. By removing pointless
graphs and typographical clutter and
restructuring the layout of what was
left, the page was inviting on the eye
and the information far easier to
understand and absorb.

And clarity can produce strange results.
After a company made its monthly
information pack clearer, one profit-
centre chief executive officer (CEO)
said of his profit and loss account, “I
have never understood what it says.
Could you talk me through it please?”

MANAGEMENT

Why clarity is power when
providing information 

When documents show information clearly they are more inviting for
the reader, and actually get read. Consultant Jon Moon explains
where you may be going wrong, and how to improve.

Jon Moon is a freelance trainer and 
consultant. 

www.jmoon.co.uk

How is your information? A clarity checklist
Is your information clear? Review your monthly accounts and key perfor-
mance indicators, your restructuring and investment proposals. Also review
your client pitches – often they create a good first impression but the rest is
poor. Check it all against the notes below: 

● first impression – is it inviting? Or intimidating, with numerous long num-
bers, endless bullet points and dense text?

● understanding – can you digest it quickly? Or do you struggle? Do the
'authors' have to talk you through it?

● good detail – do you know the point each graph makes? Or are they just
there to break up 'dull' text? Have you been told the message behind each
table? Or do you have to guess it? Do you value the bullet points? Or mere-
ly endure them? and

● recalling – can you easily summarise the report? If yes, without referring
back to the report, great. If yes, but only if referring back, not bad. But if it
is a struggle even when referring back, there's a problem.

If your documents score badly, the analysis is probably poor too – incomplete,
illogical, flawed. Flabby information is often a sign of flabby thinking. Yet if
you tighten one, you tighten the other. Clear information leads to clear
thinking, and clear thinking leads to clear information. 

www.jmoon.co.uk
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Previously the page had been impene-
trable and uninviting so he hadn’t ever
tried to penetrate it. Now the page was
much more accessible, he had no
excuse not to!

The costs 
A document that shows information
poorly can easily take twice as long to
read and understand as a document
that presents it clearly. If that docu-
ment is for a 15-person board, the
extra time taken to read and absorb the
poor document comes at quite a cost.

However, showing information poorly
not only costs money, it costs lives.
The world expert on information
design is Edward Tufte and he famous-
ly showed that unclear graphs by engi-
neers failed to convince decision mak-
ers to abort the doomed 1986 space
shuttle launch. The engineers had
identified good reasons not to launch
but the evidence and graphs they pre-
sented to the launch controllers were
poorly constructed. The next day, the
Shuttle exploded on take-off, killing
seven people.  Tufte also has a justifi-
able hatred of pie charts and says the
only thing worse than a “dumb pie
chart” is two of them. 

Clear information demonstrates clear
thinking, and clear thinking impresses.
Almost every decision maker has a boss
to answer to and needs to be able to
explain to that boss why they made
the choice they did. Clear simple infor-
mation makes it easy for the decision
maker to grasp your key points and
explain them to his/her boss on your
behalf and in your favour. Your pro-
posals and client pitches are more like-
ly to succeed. 

Sadly for those CEOs thinking this
could help their annual reports, the
truth is that that is an unlikely out-
come. Much of the annual report’s lay-
out is prescribed and structurally can-
not be changed. As for format,
investors expect a particular style too,
regardless of its rights or wrongs. And
so, despite Tufte’s comments, multiple
pie charts prevail – a quick review of
eight annual reports in insurance
showed 50% had multiple pies. Also,
seven out of the eight used ‘legends’ –
those boxes alongside charts, inform-
ing the reader as to what each slice or
line represents – which are another
barrier to clarity. A major exception to
all this is Warren Buffett – whose

reports not only avoid presentational
gimmicks but are also brilliantly funny.
Investors give slack to those as success-
ful as Buffett.

Complex
Even when people are shown badly
presented information, they ratio-
nalise away their confusion. They
blame the topic: “it's a big complex
subject, it takes time to understand.”
Or they even blame themselves: “I'm
no good with numbers,” or “I've a
blind spot with this one.” 

Also, those conveying the information
say they don’t have time to make it
clearer: “it’s not a priority for us, it’s an
indulgence, we’ve other issues on our
plate.” And, you know – they’re right.
They don’t have time. They’ve so little
left after wasting hours deciphering
their management reports. As for those
‘other issues’, they are busy spending
huge amounts on a new system to pro-
duce numbers, while spending noth-
ing learning how best to show them.

Then there is the Emperor’s New
Clothes syndrome – no-one wants to
admit their confusion. The two charts
above (Figure 1) are drawn from the
same data. The right graph shows the
patterns clearly, the multiple column
chart is indecipherable. When I
showed these charts on one of my
courses, someone commented, “I have
never understood those multiple col-
umn charts and always thought it was
because I was stupid. It isn’t though. It
is because the graph is stupid.”

When faced with something confus-
ing or inaccessible, speak out and
demand that those preparing reports

and presentations stop wasting every-
one’s time. Even complex topics can be
made clear – I’ve travelled four times
round the world investigating frauds;
they were complex, the reports
weren’t.

Those that prepare information have a
responsibility too. Think twice before
printing off that spreadsheet or doing
those bullet points or crafting that pie
chart. And be harsh on yourself.
Whenever you say “What this graph is
meant to show...”, that means that
your graph has not worked. 

Do something different next time.
Don’t assume the Microsoft templates
(‘Wizards’) will help – often, they hin-
der. A multidisciplinary team struggled
to understand the relationships
between the 260 units and sub-units in
another group, spread over six report-
ing hierarchies. ‘Conventional’ organi-
sation charts couldn’t cope – they
spread the group over eight separate
pages, leaving readers struggling to get
a sense of corporate perspective. By
showing information differently – by
ignoring the PowerPoint Wizard – all
units and hierarchies could fit legibly
on one A3 page and the team could see
the wood for the trees. 

The glib cliché is ‘information is
power’. Given how much information
is poorly constructed and presented, I
say that ‘clarity is power’. Information
without clarity is useless while infor-
mation with clarity leads to power. In
the meantime, send me any examples,
both good and bad. And finally, if I
start a campaign to ban multiple pie
charts or column charts, do please sign
the petition. ■

Figure 1 Getting clarity into charts
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In the past, the Institute’s Ethics
Advisory Services have drawn the
attention of members acting as direc-
tors of companies to potential pitfalls
and the consequent disciplinary impli-
cations if they become the subject of
disqualification proceedings.

But if you are a director of a listed or
other public interest company, you
should also be aware of the discipli-
nary implications arising from your
responsibilities for company financial
statements. This issue is relevant to
both executive and non-executive
directors. Anyone who uses the finan-
cial statements is entitled to take some
assurance from the presence of a char-
tered accountant on the board of a
company, whether as an executive or
non-executive, that the financial state-
ments have been properly prepared.

Responsibility
Under company law, responsibility for
the preparation of financial statements
rests with the directors. The purpose of
this article is to highlight that, where
you are party to a decision to approve
financial statements which, subse-
quently, are found not to comply with
accounting standards or the
Companies Act, there may be a risk of
liability to disciplinary action. Recent
disciplinary investigations into finan-
cial statements which fail to comply
with accounting standards or the
Companies Act have not been restrict-
ed to auditors; the conduct of directors
has also come under scrutiny.

The Institute obtains information from
a variety of sources and this may result
in an investigation concerning the
financial statements of public compa-
nies. Most investigations originate
from press notices issued by the
Financial Reporting Review Panel
(FRRP), following FRRP enquiries into

the relevant financial statements. The
FRRP has become proactive in its
review of public interest company
financial statements, and the conduct
of directors and auditors is coming
under increased scrutiny. 

A registered auditor will be liable to dis-
ciplinary action in respect of financial
statements which fail to comply with
accounting standards or the
Companies Act. If you act as a director,
you may be liable to disciplinary
action if it is deemed that the duties of
your employment have been per-
formed “inefficiently or incompetently
to such an extent, or on such a number
of occasions, as to bring discredit on
[yourself], the Institute or the profes-
sion of accountancy”, [disciplinary
bye-law 4(1)(b)].

In these circumstances, you may have
a defence if you can demonstrate that
your duties were fulfiled diligently, for
example through careful consideration
of any subjective issues and by full
consultation with the other directors
and the audit committee as appropri-
ate, and through the taking of advice.

Although it is important to take advice,
it is generally presumed that if you
hold a position of director, in particu-
lar in respect of a public interest com-
pany, you will have an adequate
knowledge of the accounting stan-
dards and the Companies Act, and will
refer to the relevant standards when
considering material issues in relation
to financial statements. This is of par-
ticular relevance if you act as a member
of an audit committee. A relevant
example in the context of directors’
specific responsibilities in relation to

financial statements might be financial
reporting standard 18 (FRS 18),
‘accounting policies’, issued in
December 2000. This standard con-
tains specific guidance in respect of the
adoption and implementation of
accounting policies and estimation
techniques, and covers going concern
and the true and fair override. 

Advice
You will not be absolved of responsi-
bility simply by taking advice.
However, if the matter is complex, it
may be reasonable to rely on that
advice. Nevertheless, bland or unques-
tioning acceptance of that advice will
not be a defence. As a chartered
accountant director, you are expected
to bring specialist knowledge and
expertise to bear in reviewing and
approving financial statements, and
you should be prepared both to chal-
lenge and to exercise professional scep-
ticism in considering advice obtained. 

This means that, where the underlying
issues are more straightforward and
where the effect is material to the
financial statements, disciplinary
action may result. Clearly, the decision
of the investigation committee or dis-
ciplinary tribunal (as appropriate) will
depend on the facts of each case. 

If disclosure or other errors in public
interest companies come to the atten-
tion of the Institute, the conduct of the
auditors, and any members acting as
directors, will normally be investigated
by the Professional Conduct
Directorate. If the matter raises impor-
tant issues affecting the public interest,
the matter may be investigated by the
Accountancy Investigation and
Discipline Board (AIDB).

So, what can you do to safeguard your
position, or demonstrate that you have

CORPORATE GOVERNANCE

Directors’ responsibilities 
for financial statements

If you are a director – executive or non-executive – of a listed
company, what are the disciplinary implications of your responsibility
for its financial statements? The ICAEW’s David Moody explains.

Unquestioning acceptance
of advice is not a defence

David Moody is senior case manager of the
ICAEW’s professional conduct directorate.

david.moody@icaew.co.uk
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acted with the necessary degree of care
and diligence? Any investigation into
your conduct will consider:

● minutes of directors’ meetings to dis-
cuss subjective/contentious issues;

● minutes of audit committee meet-
ings;

● the extent of your consideration and
research into the issue; and

● any expert advice obtained from
other parties.

If in doubt, you should consider taking
your own independent advice.
Technical assistance is also available
from the ICAEW’s technical enquiries
service on 01908 248025.  ■

Statement on information 
given to auditors

Directors should be aware that
directors' reports for periods
beginning on or after 1 April 2005
must include a statement that there is
no relevant audit information that the
auditors do not know about. Each
director is responsible for taking
steps to ensure the validity of the
statement and any director who
makes this statement falsely is
committing an offence. Therefore,
as early as possible, directors should
consider what systems should be
put in place to enable them to
comply with this new requirement,
and discuss this with their auditors. 

Directors are expected to make
enquiries of fellow directors and of
the company's auditors, and take
such other steps (if any), to
demonstrate they have acted with
due care, skill and diligence. The
knowledge, skill and experience that
each director has, or could
reasonably be expected to have, to
perform his/her particular duties,
will be taken into account. This
should be of comfort to non-
executive directors, and directors
not directly involved in the
preparation of the accounts or the
audit committee.

LIZ COLE
Manager, business law, ICAEW 
liz.cole@icaew.co.uk

REMINDER ON 
DIRECTORS’ REPORTS
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GOVERNANCE/EU

EUROPEAN UNION

How lobbying works in
Brussels

Wielders of undue influence, or pursuers of the public good? The
ICAEW’s Martin Manuzi attempts to explain the role of lobbyists –
including the Institute –  in Brussels. 

Brussels is often referred to as the lob-
bying capital of Europe due specifical-
ly to the location of the European
Union (EU) institutions and their
role in shaping the bulk of legisla-
tion which impacts on the profes-
sional and personal lives of around
400 million citizens. 

Hence the fact that a plethora of
European federations and associa-
tions of industries and professions,
representations of regions, corporate
entities and of course, the Institute
of Chartered Accountants in
England and Wales, have a direct
presence there. But describing,
never mind defining, the lobbying
of Brussels’ EU affairs undertaken by
these organisations is an arduous
task, made even more difficult by
the amount of ‘baggage’ associated
with the ‘L-word’. This short article
aims simply to encourage a fresh
look.

Since the dictionary definition of
lobbying refers to an ‘organised
attempt by members of the public to
influence legislators’, that would
seem to be a logical starting point in
reviewing the practice. However,
one is immediately confronted by
myriad complications when using
this in relation to Brussels, begin-
ning with the need to challenge
what has become the popular per-
ception of how the dictionary defin-
ition generally translates into prac-
tice.

Observation
The comments made here, of course,
are based on broad observation, not
scientific analysis. Still, it seems fair
to acknowledge upfront that, in the
public’s perception, ‘lobbying’ at
best walks an ethical tightrope. And
at worst, that public believes, lobby-

ing strays way beyond the ‘exertion
of due influence’ (again, taken from
the dictionary definition) into the
sphere of the undue kind. 

Any such impression of potential
‘undue influence’ of course
undoubtedly casts a reputational
cloud wherever lobbyists operate. It
can be a serious occupational haz-
ard. Anyone first entering the
Brussels circuit of policy meetings
and seminars is likely to be asked
into which category they fall: EU
official, or lobbyist? If it is the latter,
they could well hear comments to
the effect that lobbyists outnumber
EU officials by as much as five to
one. Notably, the terminology
employed conveys a disapproving
tone, invoking an image of EU offi-
cials being hounded by a barrage of
would-be exercisers of – presumably
– ‘undue influence’.

There can be no doubt that such
negative overtones partly derive
from glaring media headlines, such
as those emanating from the US
recently, which link considerable
financial transactions with political
decision making. But if such an
approach is taken as the analytical

Martin Manuzi is the ICAEW’s 
representative in Brussels.

martin.manuzi@icaew.co.uk

mailto:liz.cole@icaew.co.uk
mailto:martin.manuzi@icaew.co.uk
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lens through which to interpret
lobbying in Brussels, then the
nature of ‘political and policy-
making representation’ – the
professional label preferred by many
lobbyists working in the EU capital –
would be severely misunderstood. 

Headlines
EU lobbying is in a category of its
own because the EU itself is in a cat-
egory of its own. Just contrast the
Brussels-based EU political and
institutional structures with those
of the US in relation to their deci-
sion making powers, especially on
funding – and much of the differ-
ence in their lobbying cultures can
immediately be appreciated. For the
most part, the European
Commission (EC) manages and
oversees the allocation of funds, but
does not decide in the first place on
their destination. Put more simply,
unlike the US, the EU is far from
being a state and therefore does not
have the capacity to generate the
types of lobbying headlines which
have characterised the press in
recent weeks. Brussels is quite sim-
ply a different kind of political capi-
tal with a different kind of political
power.

The unique nature of Brussels lobby-
ing derives, therefore, from the fact
that the EU is not even a fixed and
defined concept, never mind a fixed
governmental structure. In relation
to the latter, it is worthwhile recall-

ing that, since the European
Parliament (EP) in particular was
given powers to co-legislate along-
side the Council of Ministers, the
EU institutions are, in effect, vying
with each other for legislative influ-
ence. Some might even say that the
officials of the institutions them-
selves, as well as, of course, mem-
bers of the EP, are in effect acting as
lobbyists. 

The UK Permanent Representation
to the EU itself states on its website
that its remit is to ‘spend time nego-
tiating and lobbying on behalf of
the UK’.

All this creates interesting chal-
lenges in the way in which one
interprets the interaction between
political representatives, public offi-
cials and private sector interests in
the lobbying chain. 

To some extent, the distinction
between EU officials and lobbyists is
beginning to blur somewhat. Of
course, this will never melt away
entirely – and nor should it.
However, the important point is
that both sets of participants in the
drama that is Project Europe – the
private (lobbyist) and public (EU
official or UK official in Brussels) –
are engaged in seeking to influence

the outcome of an unprecedented
open-ended project of bringing
together 25 different national juris-
dictions. 

Accommodated
For the ICAEW, the main focus is on
how these 25 different jurisdictions
can be accommodated to create a
vibrant and ethical internal market.
This requires constant interaction
between private and public ele-
ments, however they are labelled, to
ensure ‘due influence’ – or to use a
better term, to ensure that policy
promotes the public good. 

Now, in some cases, as has been seen
in relation to the EU’s adoption of
international financial reporting
standards, the debate over the pub-
lic good can be extremely con-
tentious. 

It can be difficult to discern whose
arguments are valid and whose are
self-interested and sectorially dri-
ven. In such scenarios, it can only
be advantageous to have greater
clarity over the term lobbying – to
remove the generic reputational
cloud and to identify where it is not
contributing to the public good. 

The EC is currently undertaking an
exercise to help achieve this clarity,
and it is an initiative to be applaud-
ed and one which must proceed in
parallel with greater transparency
within government, at all levels. ■

The debate over the public
good can be contentious

European flags: the unique nature of lobbying in Brussels derives from the fact that the EU is not a fixed or defined 
concept, never mind a fixed governmental structure



As committee member Penny
Bickerstaff observed, when introducing
Rick Payne’s talk, the outsourcing of
many of finance’s former quotidian
duties means that now, more than
ever, it needs excellent communica-
tion and influencing skills if it is to
make the grade as a true partner in the
business.

Reinforcing the point, Payne pointed
out that in the Financial Times’
‘Appointments’ page recently all but
one advert stipulated ‘communica-
tions skills’. Further, the standard of
such skills had to be ‘first class’, ‘out-
standing’, ‘exceptional’. So, it would
seem, these abilities are de rigueur for
anyone hoping to progress in finance. 

The good news, for those doubtful of
their abilities in this area, is that any-
one can learn communication and
influencing abilities according to
Payne. However, he stressed that, as
with most things in life, the learning
process involves a degree of dedica-
tion. Hence to achieve real results
requires:

● motivation;
● effort;
● practice;
● guidance; and
● feedback

The last two of these, he advised, can
be provided by a colleague or a coach.

The model
First, Payne introduced his audience to
a model for communication (see Figure
1, below). As the diagram indicates, the
knowledge, skills, attitudes and beliefs
of each participant in a communica-
tion will act as unique filters on the
visual, auditory and kinaesthetic cues
received. 

As he pointed out, this interpretation
is a necessarily subjective activity. Not
everyone will have the same abilities in
interpreting these cues; a colour-blind
person, for example, will have a lower
ability to interpret colour-related sig-
nals, while a musician will have a
greater appreciation of the nuances of
sound. Even those with the same per-
ceptual skills will be influenced by dif-

ferent personal histories, attitudes and
cultural backgrounds into different
conclusions.

So for each participant the sum of their
own interpretations of these cues in a
communication will provide a person-
al map, based on those interpretations.
This map is not objectively ‘right’: it is
simply that person’s ‘take’ based on the
feedback they observed, but coloured
by their own attitudes and standards.
As Payne put it “the map is not the ter-
ritory.”

Nevertheless, it is human nature to
believe one’s own interpretation is the
‘right’ one. One experiment demon-
strating this tendency involved asking
people in the street to wear a sandwich
board in return for a payment. While
the responses of those asked to wear
the board were evenly split – 50%
agreeing to wear it, 50% refusing –
their personal estimation was that 90%
of those asked would make the same
decision as they had themselves! So in
any communication, it is likely that
other participants believe theirs is the
accurate interpretation.

The foundations of influence
The key foundation stones for building
influence, said Payne, are:

● rapport;
● listening; and 
● trust.

Rapport
Rapport – genuine respect and the
desire to build relationships – is the
basis of all successful communica-
tion. To bring some practical under-
standing of this subject, Payne asked
that the audience carry out a two-part
exercise in pairs – each member of a
pair electing to be either ‘Person A’ or
‘Person B’. 
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PERSONAL SKILLS

Communication and 
influence

How do you get your point across in the best possible way? At a
recent Faculty event Rick Payne provided both model and map for
becoming a better communicator. Helen Fearnley reports.

Rick Payne is a chartered accountant, a
qualified coach and a master practitioner 

of neuro linguistic programming.
the_coach@dsl.pipex.com

Figure 1 A model for communication
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In the first part of the exercise, A had to
argue the case for an opinion (of their
own choice) while B was required to
agree with A verbally while mismatch-
ing A’s body language. In part two, it
was B’s turn to argue the case for a
viewpoint, while this time A disagreed
verbally, while matching B’s body lan-
guage.

After this (surprisingly difficult) chal-
lenge, he revealed that the usual results
of this experiment are that when B
agrees but mismatches A’s body lan-
guage, A does not believe the verbal
concurrence, does not trust B, does not
feel listened to, and loses his/her train
of thought. Added to which, B finds it
very difficult to appear to agree, with-
out the benefit of the appropriate body
language.

On the other hand when A disagrees
with B verbally, but matches B’s body
language, the result is altogether more
acceptable for the speaker. B accepts
that A does not agree, B trusts A, B feels
listened to and respected, B is able to
maintain focus. A, however, finds the
exercise difficult to do – particularly if
he/she does not, in reality, agree with
B.

Hence, body language – in particular
matching (or mirroring) the other per-
son – is demonstrably very powerful.
Indeed, it seems to provide more con-
vincing feedback than language,
although the provider of that feedback
will always feel more comfortable if
their vocal and physical behaviour are
aligned. 

The keys to matching involve copying
the other’s:

● body language;
● energy levels;
● pace (of speaking);
● breathing; and
● choice of words.

However, Payne stressed, while these
actions can accelerate rapport, they
cannot, alone, produce it. It is not pos-
sible to ‘manufacture’ a non-existent
rapport.

Listening
While it is tempting to regard commu-
nication and influence as being purely
about what you say, in fact listening
effectively is probably an even more
important skill. Listening builds trust.

Some people just need to be heard and
many will often develop their own
solutions by articulating their issues to
someone else. His top tips for doing
this effectively were:

● even before the encounter, make it
your intention to pay attention to
the other(s);

● listen to what their body language
says, as well as what they verbalise;

● use speed of processing – ie your
ability to listen and comprehend
faster than the other person can
speak – to listen more deeply and
consider what is being said;

● empty your mind of other compet-
ing preoccupations (by writing them
down if necessary);

● minimise the chances of external
noise and interruption;

● use minimal encouragers (“uh huh”,
“tell me more”) to get the speaker to
say more;

● ask additional questions;
● suspend judgement;
● be culturally aware – words, lan-

guage and gestures are used differ-
ently in different cultures; and

● paraphrase the speaker’s words.

Paraphrasing is particularly useful in
establishing that the other’s message
has been fully understood.
Additionally, substituting an apparent
synonym in this paraphrasing of the
speaker’s words can throw up illumi-
nating clues as to differences in each
others’ interpretation. The finance
director whose proud description of his
figures as ‘quite creative’ is paraphrased
by the chief executive as ‘misleading’
will probably not feel well listened to
at all!

Trust
Through listening, and the creation of
rapport, you develop credibility and
eventually establish trust. Trust is the
one feature without which, Payne
stressed, you are unlikely to have influ-
ence. One of the most interesting
aspects of trust, he continued, is the
difficulty of repairing it once broken. 

On the subject of trust repair, he
described an intriguing experiment in
which a fictional accountant was fea-
tured as having transgressed the pro-

fessional rules either through lack of
competence (failing to look up the req-
uisite guidelines, for example) or
through intent. In the first case trust
was more likely to be repaired – ie
those questioned would find it easier
to give the culprit a second chance –
if he apologised, taking full responsi-
bility for the incompetence. However,
in the case of deliberate wrongdoing,
trust was more readily re-established if
he spread the blame (eg claiming his
boss insisted on the behaviour). (See
Kim et al 2006, When More Blame is
Better then Less in Organisational
Behaviour and Human Decision
Processes.)

Influencing styles
Of course, the would-be wielder of
influence needs to tailor his or her
style to the objectives and the context
of the discussion. One way of classify-
ing their choices is as follows:

● persuading;
● consensus building;
● visioning;
● asserting; and
● moving to process/withdrawing.

Persuasion involves using evidence,
figures, facts and logical argument.
This is a very effective style and one at
which finance professionals are skilled.
Here a useful tip is to employ only your
three strongest arguments. Use too
many arguments, Payne explained and
others will ‘pick off’ your weakest ones
and undermine your case. Or, as he put
it, “Make your case succinctly...and
then shut up.”

If persuasion does not – or does not
seem likely to – win the day, consen-
sus building may be the key to suc-
cess. This involves using the listening
skills described above, discussion with
an open mind, and is most appropri-
ate when some sort of commitment is
required rather than just compliance. 

Visioning, by contrast, is used when no
specific action is required from the
other parties. It is epitomised by the
‘rah-rah’, energy-raising speech for
generating enthusiasm and establish-
ing shared values and goals. An exam-
ple of this style is Martin Luther King’s
“I have a dream” speech. To get a han-
dle on this style of influencing, Payne
recommended thinking of a speaker
you admire, and copying their
approach and linguistic style.

Through listening you 
develop credibility
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Asserting, in turn, is most appropriate
when you do not require commit-
ment, but you do need compliance to
get the job done. As a style, it is about
establishing rights, standards and
expectations – and having sanctions to
be applied for non-observance.

Finally, withdrawing or moving to
process may be the way to go when no
progress seems to be being made – if
time is being wasted on fruitless dis-
cussion, tempers are fraying, emotions
getting in the way. By pulling back,
concentrating instead on what is the
required outcome of the proposed
course of action, more objectivity can
be brought to the encounter and a bet-
ter outcome reached.

Internal corporate communications
Payne considered the best way to go
about internal corporate communica-
tions – by concentrating on matching
your business objectives to your com-
munication objectives, assessing how
you will approach the exercise and
what channels to use, and accepting
the inevitable ‘no-wins’ which will
accompany the exercise.

Determining your objectives
Determining your objectives involves
deciding:

● how your communication pro-
gramme will support the business
objectives;

● the target audience (All staff? Only
management?) and how to tailor the
information to that audience’s
needs; and

● your expectations in terms of impact
on knowledge, behaviours, attitudes
and beliefs. 

Making an assessment and deciding
an approach
The assessment and decision phase
involves determining:

● the impact of current communica-
tions, probably through the use of
staff surveys, focus groups etc (with
the accompanying raising of expec-
tations);

● the appropriate use of ‘push’ (insis-
tence) or ‘pull’ (encouragement) tac-
tics;

● the channels to be used – ie face-to-
face, team or one-to-one meetings,
management presentations, lunch-
es, newsletters, memos, email, inter-
net, chat rooms; and 

● the form of your ‘communications
map’ – which will convey the what,
why, who, when and where of your
message (see box, above).

Implementation needs to follow good
project disciplines and be subject to
an ongoing process of assessment to
ensure that objectives are being met.

The ‘no-wins’
Despite your best efforts, you need to
accept that there will inevitably be
some ‘no-win’ outcomes. For instance,
if you tell people the bare minimum
some of them will complain about
being kept in the dark; but give out a
lot of information and others will feel
they haven’t the time to absorb it. And
if you tell people relatively late there
will be some complaints of it all being
too sudden; but tell people early and
some will consider the plans too uncer-
tain and underdeveloped. 

However, Payne stressed that good
internal communication programmes

do have business benefits and the
majority of people will appreciate
that you are trying to keep them
informed. For more detail on achiev-
ing successful internal corporate
communication, see the webcast of
the event (below). 

Conclusion
FDs and other finance professionals
know that the acquisition of commu-
nication and influencing abilities –
whether individual or corporate – is
key. But where should it feature on
their already cumbersome ‘to do’ lists? 

As Payne observed, these skills have
been taken seriously since Aristotle’s
work on ‘Rhetoric’ – built on the skills
developed by the Greeks to retrieve
lands lost in battle, through argument
and persuasion. And rather more
recently, Margaret Thatcher underwent
extensive voice-coaching, before she
emerged on the national and world
stage as a convincing communicator.

More pertinent for those in finance,
perhaps, is the corporate sector’s obvi-
ous expectation that these skills should
now be part and parcel of their profes-
sional expertise. For those expecting to
succeed in the business partnering role
in future, being an able communicator
should come high in their list of prior-
ities: it is not an optional extra. ■
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To see a video recording of this
event, go to www.icaew.co.uk/
fmevents and click on ‘View event
webcasts’. You can choose this event
from the many available on the 
website.

... and now view the webcast

www.icaew.co.uk/fmevents
www.icaew.co.uk/fmevents
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MY FAVOURITE BOOK ...   ... BY ABEL VAN STAVEREN

Helping to take your
organisation to a new level

Faculty committee member Abel van Staveren, financial controller of
a $300 million annual turnover shipping company, reviews ‘Good to
great’, one of the most influential business books of the past 20 years.

Jim Collins’ book ‘Good to great’ was
not amongst the winners in the latest
Financial Times/Goldman Sachs annual
business book prize competition since,
having been first published in 2001, it
is not a recent book. It has, though,
been described as one of the most
influential business books of the last 20
years.  The book’s impact lies in its
identification of those characteristics
which distinguish companies as ‘great’,
rather than just ‘good’, and in its
explanation of how they make the
transition from ‘good’ to ‘great’. 

I first read ‘Good to great’ when my
partner brought it home from the
workplace, where her firm was using it
as part of their partner development
programme. More recently, as my com-
pany was undergoing change in pur-
suit of achieving its growth targets, I
gave a copy to our group chief finan-
cial officer (CFO) who, within a week,
had himself given copies to key share-
holders and decision makers within
the group. This enthusiasm seems to
show what compulsory reading the
book is for anyone participating in tak-
ing an organisation to the next level.

Compelling
Before diving into the detail, let me
first explain why I believe the content
is so compelling. Often, a new business
book by the guru of the moment will
revolve around a central idea or theory
which is then supported with case
studies and research aimed at backing-
up the thesis. Sometimes the support-
ing evidence is less than convincing
and can even sound contrived. 

In ‘Good to great’,  Collins worked the
other way round. He had no precon-
ceived ideas or objectives as to what
the outcomes should be. He just asked
the simple question: ‘Can a good com-
pany become a great company and, if
so, how?’ He worked with 21 research

associates over a five-year period to
identify companies that made the leap
from good to great and see what they
did so differently from competitors
with the same starting position.

How do you define greatness? The
research team identified 11 companies
– out of over 1,400 analysed – that had
made the leap to above-average cumu-
lative stock returns and then sustained
those returns over at least a 15 year
period. The average cumulative stock
returns of these 11 companies were
seven times those of the general stock
market over that period. 

The research team did extensive quan-
titative and qualitative research includ-
ing hundreds of interviews and thou-
sands of articles, analysts’ reports and
strategy documents.  They also com-
pared management remuneration,
mergers and acquisitions (M&A) activ-
ity and the financial effects of lay-offs
and restructurings. In the end, this
resulted in the identification of seven
key aspects (see below) that differenti-
ated companies that managed to make
the leap to greatness. It is interesting to
note that some of these aspects seem to
go against current thinking on general-
ly accepted management practices.

The seven key aspects of ‘greatness’

1. ‘Level five’ leadership. Looking at
leadership, the researchers established
a five-level hierarchy of capability,
ranging from that of the ‘highly capa-
ble individual’ (the humblest, ‘level
one’) through to the ‘executive’ style
(the most highly skilled type of leader-
ship, ‘level five’). Level five leadership
was the type demonstrated by leaders
of ‘great’ companies.

In categorising leadership in this way,
the researchers made the surprising
discovery that those at the helm of
great companies had seemingly little in
common with the high-profile chief
executive officers (CEOs) about which
we so often read.  Certainly I had not
heard of any of these leaders of ‘great’
companies, perhaps because – as
described by those close to them –
they tend to be quiet, reserved and
sometimes even shy. These leaders are
a paradoxical blend of personal humil-
ity and professional will – more like
Abraham Lincoln than Julius Caesar.

2. First who... then what. Normal oper-
ating procedure in many companies is
to make a plan or set a strategy and
then put the resources in place and get
the people on board to make it hap-
pen. Great companies appear to do it
exactly the other way round. They first
attract the right people and put them
in the right seats. Then they get rid of
the wrong people, before finally figur-
ing out where to take the business.

3. Confront the brutal facts, yet never lose
faith. This is another paradox. Good to
great teams maintained an unwavering
faith that they would succeed regard-
less of how bleak the current situation
was and at the same time had the dis-
cipline to confront the brutal facts of
the current reality and deal with them.

4. A simple concept. The core business
must be a simple concept that reflects
a deep understanding of the intersect-
ing area of three circles that represent:
what you are deeply passionate about;
what you can be best in the world at;

‘Good to great’, by Jim Collins.
Published by Random House

Business Books
ISBN 0712676090

Some aspects go against
generally accepted practices
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and what drives your economic
engine. Jim Collins argues that if your
current business model does not tick
all three boxes, it is unlikely that sus-
tained greatness will be achieved.

5. A culture of discipline. The research
team also found that all great compa-
nies had a strong culture of discipline
throughout the company. This is my
favourite concept and one I have
applied to the part of my company’s
business for which I am responsible.
When you have disciplined people,
you don’t need hierarchy. When you
have disciplined thought, you don’t
need bureaucracy. When you have dis-
ciplined action, you don’t need exces-
sive controls.

6. Technology accelerators. Another para-
doxical finding is that good to great
companies are pioneers in the applica-
tion of carefully selected technologies,
yet they never use technology as a pri-
mary driver of the transformation to
greatness. Instead technology is used
merely as an accelerator of transforma-
tions already started.

7. The flywheel. The process of transfor-
mation did not happen through a key
event, a grand programme or restruc-
turing or through a defining stroke of
luck. Instead the process is likened to
constantly pushing a giant, heavy fly-
wheel in one direction, slowly building
up momentum until it gains momen-
tum of its own and keeps on going.

The book’s concepts have helped us, as
a business, to look at parts of our
organisation in a fresh and insightful
way. I believe they are equally applica-
ble to public, private or not-for-profit
organisations and therefore warmly
recommend it to all our members. The
Institute library has a couple of copies
which it will happily lend via its postal
lending service. 

If you are only going to read one busi-
ness book this year, it should definitely
be this one. ■

* Synopses of the winners in the recent
Financial Times/Goldman Sachs annu-
al business book prize event will be
published shortly in F&M.

icaew.co.uk is changing…

Over the last few years, an increasing 
number of members have been accessing 
information on the Faculty website. 

Recently, the Institute has been working on a new site
built around user needs.  As part of this process we spoke
to members about their likes and dislikes on the current
site and what they would like to see on a new site. 

The result is a new site with a more contemporary
design, more consistent navigation and content
organised into six sections. This was developed through
user interviews and card-sorting exercises, and design
concepts were tested amongst various member groups.
You will still be able to access the Faculty pages at
www.icaew.co.uk/fmfac and the site will continue to
carry our publications, webcasts, events and the full
range of Faculty information. 

One of the biggest changes is the introduction of the
Technical and Business topics area.  Research showed
that visitors often come looking for information on a 
specific issue – so this area brings together content from 
across the Institute and presents it to visitors by topic.
You will find the Faculty pages within this section. 

We also found that members liked the idea of
personalisation.  In response, the new site features a
new ‘my page’ section dedicated to delivering tailored
content (including Faculty news) and making it easier 
to amend personal details.  

And we have made the login process easier by
removing the need to enter your details every time 
you access Faculty content. Once you have logged in,
the site will recognise you on your next visit – but you
will need to log in entering your data at least once. 

The new site will be available very soon. Let us know
what you think. Email maria.carlstrom@icaew.co.uk

www.icaew.co.uk/fmfac

Accessing the website
On joining the Faculty, members are provided with a
membership number and a password for accessing the
website. Existing ICAEW members should use their ICAEW
membership number and password. Go to
www.icaew.co.uk/fmfac and log in using these details. If
you have forgotten your password, click on the relevant link
and this will be sent to you again. After logging in once, the
site will recognise your next visit.

A new website for
the Faculty

www.icaew.co.uk/fmfac
mailto:maria.carlstrom@icaew.co.uk
www.icaew.co.uk/fmfac
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For any senior professional in
finance, being good at what you do is
no longer enough. No matter how
technical your speciality, if you lead a
function or are a manager then mod-
ern business demands that you be a
leader as well as using your technical
skills in ways relevant to the organi-
sation.

According to one head-hunter,“The
demand for good finance leaders is
stronger than ever and they’re being
asked to transcend or widen their
band width and their normal finance
functions, become stronger and pro-
vide more counsel to the boards,
rather than being the historical green
eye-shade accumulators of data.”

An ambiguous leadership
Admittedly, for leaders within rather
than at the very top of an organisa-
tion, there are constraints. Any lead-
ership provided must always be with-
in the context of overall leadership
from the chief executive officer
(CEO) or collegiate board decision-
making.

The finance leader also faces an eter-
nal dilemma – to what extent should
the drive for practical solutions be
balanced against the need for techni-
cal and numerical accuracy? Knowing

when accuracy is needed is critical,
yet your contribution is at its most
useful when supporting profitable
business initiatives. Using analytical
skills in such a way as to both enable
and restrain can prove a considerable
challenge.

Born or made?
Some people even question whether a
financially trained individual can
ever be a leader. They contend that
financial analysis and understanding
require a totally different mindset
from that required by leadership (by
implication an intuitive process).

It is true that the stereotypical view of
a leader, ‘born that way’, driven by an
urge to realise his vision and unable
to work comfortably within external-
ly imposed constraints, doesn’t fit
comfortably with the stereotype of a
finance professional. But is this
‘visionary’ picture of a successful
leader necessarily correct? 

A quick review of the past year’s cor-
porate failures and crises, usually
fuelled by a leadership ‘vision’ rooted
in little more than optimism and
expensive advice, shows us that per-
haps an alternative leadership model
is something to be desired.

What is successful leadership?
Warren Bennis, an American acade-
mic, contends that leaders are made
rather than born. He tells us that
successful leaders are usually ordinary
people, and that leadership is ’mas-
tery over present confusion’. This is
something with which most finance
professionals are only too familiar. 

Leadership is influence directed
towards attaining goals. Leaders seek
to accomplish change through inspir-
ing people to accept the vision as
something worth striving after. The
leader therefore needs a number of
things, including:

● a vision, firmly rooted in the needs
of the organisation, aimed towards
meeting those needs in the best
possible way, and something that
others can accept as their own;

● leadership qualities, in particular
the ability to inspire, motivate,
influence and persuade. These
come more naturally to some than
others, but everyone is able to
acquire and improve skills in these
areas;

● a hunger to continually improve
themselves, the disciplines under
their leadership and the people
they lead and inspire; and

● managerial abilities, as visions are
of no use to the organisation unless
they can be brought into reality.
Management involves planning,
organising and controlling, and
the leader needs at least to be able
to manage others with the neces-
sary management skills!

One of the big challenges is to decide
how exactly leadership should best
be exercised within the context of a
particular organisation. No two
organisations are the same, neither
are two senior finance professionals.
This means that, for each
combination of organisation and
finance professional, the answer will
be somewhat different.

Well led, any finance function can sit
at the heart of value creation, driving
improvements in quality and stan-
dards. This is the finance profession-
al’s challenge!  ■

HUMAN FACTORS

The challenge of 
leadership

Do the qualities that make a good finance professional preclude 
leadership ability? Patricia Scott thinks not, and explains how 
finance can hone its leadership skills.

An alternative leadership
model is to be desired

Patricia Scott is founder director of Leadership
in Finance and works as a coach to finance

directors and other finance professionals.
pat.scott@leadershipinfinance.co.uk

Why not become a 
Faculty member?

If you enjoy this publication,
and you are not already a
Faculty member, join now!

For further details about
membership, contact 

Caroline Tan on 
020 7920 8508 or email
caroline.tan@icaew.co.uk.

mailto:pat.scott@leadershipinfinance.co.uk
mailto:caroline.tan@icaew.co.uk
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Choice is a wonderful thing, but
when US psychologist Barry Schwartz
went shopping for jeans he discov-
ered it has a downside. Slim fit or easy
fit? Relaxed fit, baggy or extra baggy?
Button-fly or zipper-fly? Faded or reg-
ular? He was dumbstruck. And, he
began to wonder, when it comes to
choice do we now have too much of
a good thing?

Schwartz’s jean-buying experience
prompted a study into the consumer
costs of choice. The results pose some
profound challenges for marketers.

In an age of information overload,
Schwartz notes in his book ‘The para-
dox of choice’*, that the costs of gath-
ering, sifting and weighing the infor-
mation we need in order to make
good choices is rising exponentially
(not least because we now also need
to gather, sift and weigh information
about the validity of the information
we are assessing).

Emotional
Even more important are the hidden
emotional costs of choice, including:

● decision regret – when we buy
something only to realise with a
sinking feeling that we have made
an unwise purchase;

● anticipation regret – when we
invest precious time and energy
um-ing and ah-ing because we fear
the regret we will feel if we make
the wrong choice;

● opportunity regret – trade-offs lie
at the heart of choice, but choosing
between those trade-offs generates
another form of regret: for the lost
opportunity of the options not
chosen;

● post-decision disappointment –
when having made a choice, and
feeling the need to justify it, we
find that the more we inspect those

past decisions, the less likely we are
to be satisfied with the outcomes; 

● dashed expectations regret – being
presented with a range of different
choices increases our expecta-
tions...and the higher our expecta-
tions the more likely we are to be
disappointed; and

● the burden of responsibility – if we
have made a free choice, there is
no one to blame but ourselves. And
if we feel bad about the outcome,
we regret that we feel regretful!

Put these emotional costs together,
across the increasing range of prod-
ucts and services consumers are
expected to choose among, and we
can see why consumers are so hard to
satisfy nowadays. The products may
be great. But the process is now a real
drag.

The costs of choice can be reduced,
Schwartz argues, if we adopt ‘satisfic-
ing’ rather than ‘maximising’ strate-
gies. But the ideology of the business
world – and the very fact that we are
now presented with so many choices
– tends to make us feel that we
should be maximising. This creates a
vicious circle. We invest too much
effort in choice-making, which cre-
ates both stress and disappointment,
which leaves us vowing to try even
harder next time. Life without choice
is “almost unbearable”, notes
Schwartz. But too much choice is “a
form of tyranny”. 

If Schwartz is right, the potential impli-
cations for marketing are far-reaching.
As promises of superior quality, brands
can short-circuit the informational and
emotional costs of choice with a sim-

ple heuristic: ‘buy the leading brand’.
As the saying goes, nobody ever got
fired for buying IBM. As public promis-
es of quality, brands provide reassur-
ance (thereby helping to avoid both
anticipation regret and decision
regret). Brand advertising also helps
minimise post-decision disappoint-
ment by reassuring buyers that they
made the right choice. 

Benefits
In other words, regardless of a brand’s
specific product features, the mere
fact of being a famous brand can pro-
vide consumers with important bene-
fits: by reducing the informational
and emotional costs of going to mar-
ket. But this only works if the number
of choices is kept small. In our over-
branded, over-advertised, over-choiced
world, brands are becoming part of the
consumer’s problem, not part of the
solution, suggests Schwartz.

If he’s right, many marketing obses-
sions such as ‘differentiation’ and ‘cut-
ting through the clutter’ – even return
on investment (ROI) – may be mis-
placed. Marketers may have researched
how to influence consumers’ choices
to the nth degree. But they have paid
scant attention to helping consumers
make easier, better choices, and doing
this may be where the real value
opportunities now lie. Brand portfo-
lios, communication strategies, value
propositions – all of them may need
rethinking. Schwartz is the first to
stress the need for more research. But
as ever in this field, the secrets of suc-
cess may be more subtle than we once
thought.  ■

* ‘The paradox of choice: why more is
less’, by Barry Schwartz, Harper
Collins, 2004

For more on the problems of too much
choice, see the next issue of F&M.

MARKETING UPDATE

When choice can be too
much of a good thing

According to US psychologist Barry Schwartz, too much choice can
create stress and disappointment. Alan Mitchell explains how, in
Schwartz’s view, an excess of choice can become a form of tyranny.

Many marketing obsessions
may be misplaced

Alan Mitchell writes extensively on 
marketing and finance, and is a former editor

of Marketing magazine.
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The Faculty of Finance and Management,
The Institute of Chartered Accountants 

in England and Wales, 
Chartered Accountants’ Hall, 
PO Box 433, Moorgate Place, 

London EC2P 2BJ 

Telephone: 020 7920 8486 
Fax: 020 7920 8784
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person acting or refraining from acting as a result of
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House, 164-180 Union Street,
London SE1 0LH. Tel: 020 7928
7770; fax: 020 7928 7780;
contact: Alex Murray, Charlotte
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Finance & 
Management 

TECPLM5243

Finance & Management
● Synopses of leading business books
● Delivering value from IT
● How UK companies rate on dispute resolution
● Are you using the right KPIs?

Manager Update
● Strategy and organisation
● Human resources
● Finance and accounting
● Marketing

IN MAY’S MAILING... IN FUTURE ISSUES...

To attend any Faculty event, please fill out the form in the Events flyer which is part of this month’s mailing. Telephone payments by
credit/debit card can be made to 01908 248159 (all major cards accepted). Faculty members only may book by email at
fmfac@icaew.co.uk. For all queries, call the Faculty team on 020 7920 8508.

FORTHCOMING FACULTY EVENTS

● 19 June
MORNING 
LECTURE 
(Chartered
Accountants’ Hall,
London)

BUSINESS ETHICS – A PRACTICAL APPROACH
Caron Bradshaw, a barrister and former head of the ICAEW ethics advisory service, will lead an
interactive session which aims to explore the issues surrounding ethical dilemmas, otherwise
known as ‘business decisions’. This lecture will help members realise that the decisions they
make can have far-reaching effects and will advise on identifying the trigger-points that enable
them to see the ethical angle before a problem arises, as well as explaining who they can turn
to for help and support. Registration 8.30am, lecture 9.00am to 12.00pm.

● Faculty members: FREE ● Non-Faculty members: £50.00 (plus VAT) ● Event code: TFFMLEC060619
● Final date for receipt of booking details: 12 June 2006

● 19 April 
EVENING
SEMINAR 
(Chartered
Accountants’ Hall,
London)

IMPLEMENTING CORPORATE CODES OF CONDUCT
Two Institute experts on ethical issues and two businessmen will discuss the problems and the
conflicts of interest that accountants in business can face when a corporate code of conduct is
introduced and applied. Registration 5.30pm, lecture 6.00pm, buffet and networking 7.30pm.

● 10 April 
MORNING 
SEMINAR 
(Chartered
Accountants’ Hall,
London)

PROCUREMENT FRAUD SEMINAR
This seminar, run by the Fraud Advisory Panel (FAP), will explain to members about basic anti-
procurement fraud strategies. Registration 9.00am, seminar 9.30am, lunch 1.00pm. 
For details or to book, contact Mia Campbell on 020 7920 8721 or email mia.campbell@icaew.co.uk.  

● 11 May 
MORNING 
SEMINAR
(Lancashire County
Cricket Club)

MANCHESTER CHARTERED ACCOUNTANTS BUSINESS MEMBERS’ UPDATE
This joint event with Manchester Chartered Accountants will update members on recent
developments in employment law, corporate governance, financial reporting and tax.
Registration 8.30am, seminar 9.00am, including coffee, and followed by a buffet lunch.
For details or to book, contact Helen Payen on 01925 661858 or email helen.payen@icaew.co.uk.

● Faculty members: FREE ● Non-Faculty members: £20.00 (plus VAT) ● Event code: TFFMLEC060419
● Final date for receipt of booking details: 12 April 2006

● Faculty members: £50.00 (plus VAT) ● Non-Faculty members: £50.00 (plus VAT)
● Final date for receipt of booking details: 4 May 2006

● Faculty members/FAP members: £50.00 (plus VAT) ● Non-Faculty/non-FAP members: £70.00 (plus VAT) 
● Final date for receipt of booking details: 3 April 2006

● 24 May
LUNCHTIME 
AGM & LECTURE 
(Chartered
Accountants’ Hall,
London)

FACULTY AGM plus LECTURE – THE SEVEN FAILINGS OF REALLY USELESS LEADERS
Before the Faculty’s annual general meeting, Steven Sonsino from London Business School’s Centre
for Management Development will give a lecture about the failings of ‘useless’ leaders, and how
the mistakes of business leaders can destroy profitability. He aims to teach the audience how not to
lead. Registration 12.00pm, lecture 12.30pm followed by AGM and buffet. 

● Faculty members: FREE   ● Non-Faculty members: £20.00 (plus VAT)   ● Event code: TFFMLEC060524
● Final date for receipt of booking details: 17 May 2006

mailto:fmfac@icaew.co.uk
mailto:mia.campbell@icaew.co.uk
mailto:helen.payen@icaew.co.uk
www.icaew.co.uk/fmfac
mailto:fmfac@icaew.co.uk
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