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Making change count

Change is a peculiar thing and 
successful organisations strive to 
achieve a difficult balancing act

The Institute’s national AGM is only a few weeks away, 
taking place on Friday 20 October 2017. We are 
planning to follow the AGM with an event looking 

at current issues affecting productivity in commerce and 
industry. Look out for details and registration in the next few 
weeks. It will be a good opportunity to learn something new, 
network with Institute colleagues and invited guests. 

Voting for the four places on National Council closed a few 
weeks ago. Once the votes have been counted, the results 
will be announced and published. I would like to take the 
opportunity to thank all the people involved in what has 
been a lengthy process, in particular the candidates who 
put themselves up for election at the beginning of the year. 
The number of votes cast was particularly pleasing and 
demonstrates members’ engagement in the Institute.

I am regularly asked why the Institute does not change 
very quickly. My response is usually along the following lines: 

Change is a peculiar thing and successful organisations strive 
to achieve a difficult balancing act, often referred to as the 
‘Goldilocks Scenario’ – not too much, not too little and just 
about right! As many of you are aware, too much change 
can destroy organisations, too little means you fail to adapt 
and your customers (our members in this case) leave for 
progressive competitors. Just about right is what you have to 
aim for. National Council has the responsibility to ensure this 
balance is achieved and does this through discussion, research 
and consultation with members and other interested parties.

Looking at wider issues, I have recently been reading about 
the British workforce getting older and how workplace 
design must consider a new set of requirements. Designers 
and engineers need to create inclusive work environments 
that address the needs of highly skilled older people, and still 
provide comfortable environments for all users. As we age, 
we feel the cold more because of decreased circulation, our 
hearing and eyesight weakens and our bones lose density. 
These factors need to be considered when workplaces are 
set out; failure to do this will impact on the productivity of 
the whole workforce. Recent research highlights this, finding 
that employees want greater control of their environment, 
such as lighting and temperature. There is even demand for 
technologies that allow these factors to be controlled at user 
level. The older workforce is asking for this flexibility but 
others in the workplace would also benefit. 

When building workplaces where people actually want 
to work, it is less about designers telling bosses what they 
should have and more about tailoring the space to staff 
needs. Workplace surveys, time use studies and profiling 
work styles can help. Regardless of age, a person working 
at a desk (for example) four days a week might be reluctant 
to be hot-desking, while a mobile person may simply need a 
drop-in area or touchdown desk in an office. Carrying out this 
research is very important because it affects all of us as users 
and practitioners. I plan to take account of the issues and 
benefits when designing workplaces.

Finally, whilst finding the best way to achieve your dreams, 
consider these words from Muhammad Ali: “It isn’t the 
mountain ahead that wears you out; it’s the pebble in your 
shoe.” 

Julian Cutler, Chairman
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Journal distribution – 
members’ views sought

At the March 2017 Council it was agreed that the 
concept of circulating the Institute Journal in electronic 
format should be investigated. It was also agreed 

that consideration should be given to providing a facility for 
members to purchase a printed version of the Journal for an 
annual fee.

In order to seek members’ views on how the Journal would be 
produced and circulated in the future, it was further agreed to 
seek members’ views by the circulation of an email. The survey 
took place in May 2017.

The results of the survey questionnaire clearly indicate 
that the vast majority (96%) of the members completing the 
questionnaire supported the circulation of an electronic Journal 
to members.

To move towards the distribution of the Journal in electronic 
format would result in major cost savings for the Institute and 
address the continuing annual financial deficits that are eroding 
the Institute’s reserves. Members will appreciate that in 2005, 
they paid £200 for Life membership and have enjoyed all the 
facilities of Institute membership, including four Journals a year 
for an annual cost of £16. No other professional institute offers 
such value for money for their membership fees.

If the Institute moved towards electronic distribution of 
the Journal, we would still produce four Journals a year for 
members which would be emailed each quarter. For those 
members who preferred a printed copy of the Journal posted 
to them, this would be available to them at an annual cost of 
approximately £20 per year for four Journals per year.

It is the intention of the Institute’s Council to make a decision 
at its October meeting on how the Journal is circulated in 2018. 
We would invite members to make any observations on the 
circulation of the Journal by electronic format and the facility 
to purchase a printed version of the Journal. Your views are 
welcomed on the two following points, by email to admin@ims-
productivity.com by Friday 6 October 2017.
•  That we move to only supplying members with a free 

electronic version of the Journal with effect from the first issue 
in March 2018.

•  That we make available to members a printed version of the 
Journal upon payment of a subscription.

It is with sadness that 
we report the death of 
Richard Bridges. Richard 

was a long standing active 
member of the Institute, 
having joined in 1966. He 
served on the Institute’s 
Council of Management 
for many years and 
always made a positive 
contribution. He held the 
office of Institute Deputy 
Chairman and in more 
recent years was the Institute’s Company Secretary. 

Richard had a keen interest in modern technology, and 
was instrumental in the Institute setting up both a Facebook 
page and a LinkedIn site. He was for many years, an active 
member of the Institute’s Eastern Region. He also played a key 
role in running the Institute’s Transport Specialist Group and 
organised numerous successful conferences for the group over 
many years.

During his working life, Richard held the position of 
Director of Planning and Development with the Port of 
Felixstowe. In this role he visited many ports around the 
world, advising and providing training services to the 
international public and private port transport sector.

After his retirement in 1996, he continued to be involved 
with the transport sector in his position as Partner with 
Portman Associates.

Richard was always a kind and courteous man, and I often 
enjoyed his company when he visited the Port of Liverpool 
as part of his work. Richard will be sadly missed, as will his 
contribution to the life of the Institute. We send our sincere 
condolences to his wife Angela.

David Blanchflower  

AGM 2017 – reminder for members
The Institute of Management Services 2017 AGM will be held at 10.30am on Friday 20 October in the Charter Room, The George 
Hotel, Bird Street, Lichfield WA13 6PR. All members are welcome to attend.

AGM 2017 – productivity practices workshop
At 11am or immediately after the AGM, there will be an update on productivity practices from leading IMS practitioners 
within the IMS. This workshop will be free to members of any grade and conclude at 1pm. A buffet lunch will follow, allowing 
attendees some time to network.

Please contact Lynette Gill (admin@ims-productivity.com) if you are planning to attend the workshop, so that catering can be 
arranged. 

Obituary  
Richard Bridges
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A party from the West Midlands Region visited the Royal 
Shakespeare Company (RSC) at Stratford upon Avon on 
Saturday 20 May, for a backstage tour. The RSC has a whole 

complex of buildings on land beside the tranquil River Avon. The 
land was donated by the Victorian Stratford Brewer, Charles Flower, 
who also financed the building of the first theatre. Up to this time, 
despite William Shakespeare’s connections with Stratford, the RSC 
had been based in London. There were doubts whether a small 
provincial town like Stratford could support such a theatre and 
attract sufficient visitors to the performances.

The original Victorian Theatre completed in 1879, was destroyed 
by fire in 1926 and a new Art Deco theatre was built in the early 
1930s. In 2011, Queen Elizabeth formally opened the theatre which 
has been completely redeveloped at cost of over £112 million. The 
Art Deco facade for the main entrance area has been retained.

In addition to the main theatre, adjacent to it and served by 
the same backstage areas, is the smaller Swan Theatre. Both the 
main and Swan Theatres are modelled with the stage in the centre 
and the audience in tiers around the sides. In addition, at a little 
distance, is yet another smaller theatre known as ‘The Other Place’ 
which also provides rehearsal space for the main theatres. 

We were privileged to walk across the main stage where 
Shakespeare’s ‘Julius Caesar’ was the current production, and to 

WEST MIDLANDS

Visit to the RSC,  
Stratford upon Avon

visit the wardrobe, scenery, technical and workshop areas. The RSC 
workshops produce nearly all the costumes and artefacts used in 
their plays, and launder and clean all the costumes between each 
production. When not required by the RSC, the costumes and props 
are held in store and hired to other theatres and film companies. 
There are about 750 staff employed by the RSC, and it is a major 
worldwide tourist attraction, bringing visitors to Stratford and a 
significant component of the local economy.

A very interesting visit and tour.
John Hopkinson

Chair, West Midlands Region
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More than half (52%) of UK workers are currently 
attending work when their performance is negatively 
affected by work-related health issues – and a third 

(34%) of workers have admitted they have even considered moving 
jobs due to the negative impact of their work environment on their 
health – the highest percentage across Europe.

Despite their best intentions, employees coming into work 
when sick are contributing to a rising trend of ‘presenteeism’ 
across the UK. When a worker is present but not able to perform 
their function properly, it compromises their productivity. With 
most employees continuing to work at sub-par levels rather than 

taking days off to recover, this also prolongs the effect of illness. A 
worker who is not functioning at their best, results in the business 
experiencing a detrimental knock-on impact on the quality and 
volume of work produced, with a further impact on overall 
business performance.

Research indicates that Brits are amongst the worst affected 
in Europe, with UK employees suffering regularly from backache 
(34%), neck ache (25%) and headaches (23%) as a direct result of 
how they are working. In addition, as many as one in five (19%) UK 
workers highlighted weight problems, and one in ten (8%) cited an 
increase in blood pressure as a result of poor wellbeing at work.

New research by Capita Workforce Management Solutions 
into productivity across ‘blue collar’ industries in the UK 
reveals that just one in three bosses (32%) feels their 

business is very productive, and yet nearly three-quarters (71%) 
don’t measure productivity at all.

The survey covered 250 managers and 250 workers across 
industries including retail, logistics and construction, where 
employees work to set shift patterns rather than contracted hours.

The report uncovered a huge disconnect between the number of 
managers who feel that productivity is important for that business 
(82%) and the number who actually measure it (29%), suggesting 
much more could be done to improve and encourage productivity.

Britain consistently falls behind other countries when it comes to 
Office of National Statistics studies into productivity, with the most 
recent release showing Britain as 15.9% below the average for the 
rest of the G7 advanced economies in 2015.

The Capita report concludes that productivity will be 
fundamental to the success of post-Brexit Britain. The key findings 
of the report included:

 
•  Nine out of ten managers feel that they motivate their employees 

to improve productivity, with 60% responding that saying ‘thank 
you’ motivates their team.

•  However, more than 40% of British workers state that their 
organisation has no way of motivating the workforce.

•  When asked what hinders productivity, a third of employees cite 
talking to colleagues, and 51% cent of managers agree.

•  Some 27% of employees said nothing at all stops them being 
productive, but management took a different view, with 44% 
blaming tea and smoking breaks.

•  Most tellingly of all, 23% of employees cite bad management as a 
cause of low productivity, and 25% of managers agree with this.

Presenteeism is a threat to
business productivity

Who is responsible for poor productivity?
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Global warming 
results in lost 
productivity
Recent research into the effects of high temperatures on 

the labour output and productivity of manual agricultural 
grape-picking workers in the wine production industry in 

Cyprus, found that workers often work in conditions of up to 36 
degrees Celsius.

They found that higher temperatures in the working 
conditions during the summer correlated with a significant 
labour loss of up to 27%, due to the environmental heat 
causing increased perceived exertion on worker’s metabolic and 
cardiovascular systems, resulting in reduced output.

When temperatures increased, there was also a 15% decrease 
in the amount of time workers were able to carry out their 
duties. This was often due to workers taking more unplanned 
breaks.

These research findings demonstrate that workplace heat, 
specifically in European agricultural workers, is accompanied by 
significant labour and productivity losses. With the wine industry 
comprising 0.2% of world GDP, increased temperatures from 
global warming may negatively impact the industry and even 
potentially result in large losses worldwide.

For this study, the authors specifically chose to study grape-
picking workers, as the production of wine is still largely 
dominated by manual labour unlike other industries, and 
therefore the effects of global warming on workers in this 
industry is highly likely to be more prevalent.

The study is the first of its kind in Europe to assess the impact 
of workplace heat on European agriculture workers productivity.

Decreasing 
productivity in 
Singapore

Office workers in Singapore are the least productive 
among 11 countries polled by enterprise software 
firm Unit4. The study found that Singapore workers 

spend only 60% of their time on their main work duties, 
compared with a poll average of 72%.

Roughly 380 hours a year are spent on completing 
administrative or repetitive tasks. This is equivalent to 47.5 
work days or two months of the working year.

According to Unit4, this loss of productivity is costing the 
Singapore service industry more than S$36.5 billion annually.

The survey supports other studies that show labour 
productivity in Singapore is decreasing, due to significant 
challenges from structural transformation and ageing 
demographics.

Singapore office workers said the specific daily 
administrative tasks that prevent them from focusing on their 
primary duties include manually collating and entering data, 
tracking their project status and handling invoices, as well as 
submitting their expenses and planning travel.

Unit4 said technological advancements such as a digital 
assistant or software application, will help employees manage 
repetitive tasks and allow them to spend their time on value-
added services. This, in turn, will boost workforce productivity 
and contribute to the growth of Singapore’s GDP.

The survey covered 1500 office employees in the service 
sector from 11 countries: the United States, Canada, 
United Kingdom, Australia, Singapore, Spain, France, the 
Netherlands, Germany, Norway and Sweden.

The cost to the service industry in lost productivity due to 
excessive administration is more than US$2.87 trillion (S$3.95 
trillion) annually for the 11 countries surveyed.
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Ireland has climbed to sixth in the latest world competitive 
rankings from Swiss business school IMD.

The country has continued its upward trajectory in 
the rankings, rising from seventh in 2016 to register its best 
placement since 2000. It was ranked 17th just four years ago.

The rankings are based on 260 indicators; two-thirds of which 
rely on hard data and one-third which relate to the survey 
responses of over 6250 executives from across the globe.

Ireland is third in overall business efficiency. Under that 
category, the country ranked first in labour productivity, 
national culture, flexibility and adaptability, attracting and 
retaining talents and in attitudes toward globalisation. It also 
ranked first in investment incentives and real growth of gross 
fixed capital formations.

The country ranked fourth in economic performance behind 
the US, China and Luxembourg.

Director of the IMD World Competitiveness Centre, Professor 
Arturo Bris, said the countries that most improved displayed 
strength in indicators related to government and business 
efficiency, as well as productivity. He indicated that Ireland 

showed improvements in key areas, especially in reducing the 
Government budget deficit, lowering unemployment rates and 
increasing overall productivity as measured by GDP per hour 
worked.

Each year since 1989, the IMD World Competitiveness Centre 
at the business school has compiled the closely anticipated list, 
which ranked 63 countries this year.

Notably, the US dropped out of the rankings’ top three behind 
Hong Kong, Switzerland and Singapore respectively.

The Netherlands rounded out the top five, while the 
remainder of the top ten included Denmark, Luxembourg, 
Sweden and the UAE.

This year, IMD released a separate list, ranking world digital 
competitiveness to measure ‘ability to adopt and explore digital 
technologies’ which in turn transforms ‘government practices, 
business models and society in general.’

Singapore, Sweden and the US, ranked as the top three in 
digital competitiveness, while Ireland sat just outside the top 20 
at the 21st position.

World Competitiveness Survey
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The Road not Taken....yet

This Introduction briefly illustrates today’s productivity 
challenges and related economic opportunities. It also 
contrasts today’s well-worn path to increasing the 

productivity of standardised task work that dominated the 
20th century, with the less-travelled path to increasing the 
productivity of knowledge workers that will surely dominate 
the 21st century. 

Some of the topics that will be covered in the upcoming 
series, include how emerging cognitive technologies will 
change human work, how HR will be tasked to respond, 
methods for dealing with changes to most white-collar jobs, 
evidence about factors that increase and decrease human work 
performance and productivity, the history of designing man-
machine work systems, and overcoming the perception that 
people are lazy and nothing can be done, so they can become 
more productive.

Better than expected
Much is now being written about the ‘future of work’. Specific 
topics range from how to replace the tacit knowledge of 
the retiring Baby Boomer generation, to will there be any 
meaningful work left for people to perform after the next 
generation of digital robots? This early in the emerging Fourth 
Industrial Revolution, it can be expected that much of what’s 
speculated is uninspiring, if not depressing, for the 99% who 
need a reasonable paying job to afford life’s necessities.

There can be no doubt that this future, just like all prior 
futures, will arrive with changes. Yet in contrast with the 
dire speculations, there is much that’s encouraging when 
we examine these anticipated changes more closely and 
with a fresh perspective. What’s the source of this fresh 
and encouraging perspective? We are encouraged by new 
developments in the sciences that inform human-work design 

A series of articles investigating how current and future technology is 
completely altering the way that we work across the globe, will be published 
over the next year in Management Services Journal. A wide variety of subjects 
will be covered by a diverse range of UK and international authors. The first 
article, ‘Rethinking Managerial Economics’, by Katherine Bush and Dr James 
Pepitone can be found on page 12. 
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and management, which altogether provide a new and more 
promising perspective on the future for meaningful human 
work that creates greater economic value. 

Rethinking labour productivity
The strategy for increasing the productivity of ‘standardised 
task work’ is to continually reduce the quantity and cost of 
labour required, while minimising the cost of recruiting and 
training, and continually reducing the waste of variation from 
standard work. 

We can expect the strategy for increasing the productivity of 
‘responsive knowledge work’ to be quite different, because for 
knowledge work variation (ie differentiation, customisation) 
is the principal source of value. If sufficient opportunity exists, 
the quantity and cost for labour are typically much higher, 
yet negligible in comparison to potentially unlimited returns, 
and frequently calculated directly from the results achieved. 
It is already widely discussed that we may need a redefinition 
of what labour productivity means and how it should now be 
calculated. 

Rethinking organisation management
Management too will require redefinition. Instead of 
management by objectives (ie predetermined specific 
outcomes), the job becomes management by intentions 
(ie emergent probabilities for a greater share of market 
opportunities), day-to-day managing by control and exceptions 
to minimise variation from predicted results, becomes 
managing to maximise economic value creation as much as 
humanly possible. 

Using management methods conceived for task work 
to manage knowledge work, resulted from the practice 
of standardising management systems across the entire 
organisation, rather than optimising these systems to best drive 
an operation’s financial performance. This compromise was 
once justified by data management challenges, whereas today’s 
information systems can easily support optimisation. This trade-
off reduces knowledge worker productivity by 20% or more, 
based on several cases.

Reportedly, some executives became ill when they learned 
the hidden cost of wasted knowledge worker potential 
attributable to their organisation’s continued use of outdated 
(yet still considered ‘best practice’) management systems. These 
management methods were conceived before indoor plumbing 
and before the human sciences had developed a full and 
accurate understanding of our biopsychosocial human nature. 
Perhaps even more pernicious, these outdated methods are still 
taught in today’s leading universities and MBA programmes.

Most management systems will require redesign – evolving 
away from standardisation and interchangeability toward 
differentiation and individualisation. It makes sense to 
start with large-scale, people-dependent, knowledge-work 
operations, where the potential is greatest. Optimisation could 
then continue anywhere it makes financial sense. 

Rethinking human work
What’s different is the work itself, and what this work requires 
of knowledge workers and of the organisations in which they 
work. Knowledge workers are largely self-managing, and 

The single greatest challenge 
facing managers in the 
developed countries of the 
world is to raise the productivity 
of knowledge and service 
workers. This challenge, which 
will dominate the management 
agenda for the next several 
decades will ultimately determine 
the competitive performance of 
companies. Even more important, 
it will determine the very fabric 
of society and the quality of life 
in every industrialized nation. 
Peter Drucker, Harvard Business 
Review, Nov-Dec 1991

don’t require the close oversight and control typically essential 
for standardised task work. This means widening spans-of-
control and reducing layers of management, among many 
other changes to how organisations of knowledge workers are 
designed and managed. The prior norm of six to eight direct 
reporting knowledge workers is replaced with spans typically 
including 40 to 60 direct reports, and in exceptional cases up to 
300 direct reports. What were once organisations with four, five 
or six levels are now operating with only two or three levels. 

Rethinking managerial economics
The series begins with a review and discussion of the financial 
why and how management will need to rethink yesterday’s 
approach to managerial economics. Just as the design and 
management of knowledge work requires a substantial shift in 
management thinking, the financial return levels and dynamics 
associated with increasing the productivity of knowledge work, 
may require unlearning what’s been taken for granted and 
pioneering entirely new methods. 

If you have particular questions or would like to see articles on 
specific topics, please contact the editor, Mel Armstrong,  
at editorial@msjournal.org.uk.
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Rethinking
Managerial Economics
Accessing the latent value of human capital. 
By Katherine Bush and James Pepitone.

Business leaders face increasing uncertainty from geopolitics 
and policy, to regulations and labour market fluctuations1. As 
a fiduciary to stakeholders, executives are under continuous 

pressure to deliver earnings growth.
Among the 500 business leaders surveyed worldwide by the 

Conference Board in 2017, their top goal was ‘creating more agile, 
aligned, transparent, and responsive companies’. Rather than seek 
disruptive analytics or business model changes, these executives 
planned to emphasise ‘fiscal discipline, an engaged and resilient 
workforce, strong and inclusive leadership, and [sought to] develop 
and nurture talent with expanded 21st century skills’ to achieve this 
goal2. 

Their practical approach reflects the stakes of their cause. 
Executives and managers are charged with driving value for 
shareholders throughout their organisation, while minimising 
its exposure to risk. These dual goals often conflict and faltering 
productivity persists. Conventional management wisdom suggests 
a structural change to reflect the growing complexity of the 
organisation and its operations. Since a company creates profit only 

when it invests capital at returns that exceed the cost of capital, it 
is crucial that all kinds of capital – and particularly intellectual (and 
human) capital – is managed to achieve maximum economic value 
from its investments. 

Furthermore, developing strong organisation talent is crucial for 
success in a global market environment with fewer barriers to entry. 
Business leaders realise that 20th century, top-down approaches 
are insufficient in current advanced economies. Humans have 
remarkable potential for creating economic value under the right 
circumstances. To build a 21st century workforce, managers require 
better methods to foster skills development in their workers that 
will enhance productivity over the long term. To better understand 
why the old models no longer work and, more importantly, the 
opportunity at hand for managers who adapt, let’s examine the 
forces of change reshaping markets and workplaces.

Factors of organisational growth and productivity
The productivity of physical work grew steadily throughout the 
last century, reducing the opportunity for further productivity 
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gains and increasing their respective costs. Technological advances 
dramatically reshaped the input capital requirements for the 
developed market economies and, as a result, positions required less 
physical work and more ‘knowledge work’. 

Such modern economy jobs that require creative thought are 
not readily standardised, mechanised, or automated; therefore, 
productivity gains are elusive. For this reason, managers need a 
new tact. After all, engineering this type of knowledge work can 
have unintended consequences and often inadvertently decreases 
productivity. 

Fortunately, increases in the productivity of knowledge work are 
readily accessible. Achieving them requires a new technology of 
principles, processes, and methods that reflect the complex nature 
of human beings3. Let’s now examine the underlying cause of 
lagging performance. Figure 1

Outdated management principles: The root of poor 
performance
Most positions, including those requiring knowledge work, have 
been standardised to suit repetitive, non-discretionary labour 
seldom found today. Others are unsophisticated in their design and 
misaligned to human nature. As such, employees are unable to 
contribute to their fullest potential and quickly become disengaged 
from their work and the mission of the organisation.

This is because a majority of management principles and processes 
currently in use were developed at the start of the Second Industrial 
Revolution, a time when more than 80% of US workers were 
performing manual work. The remaining sector of the workforce, 
those using information as capital, were limited to business owners 
and their close associates. 

A century later, technology has reversed in an unshakable trend 
toward knowledge work in the developed market economies. By 
2010, manual workers made up less than 20% of the workforce. A 
plurality of Americans now engages in information-based, white-
collar professions, including technicians, analysts, designers, and 
managers. Figure 2

The Fourth Industrial Revolution currently underway, is changing 
work yet again in meaningful ways. Principally, the locus of 
control has shifted from task and process design to the individual 
worker, making it necessary to redesign human work and work 
environments to align with both modern realities and human 
nature.

The persistence of stagnating productivity and organisational 
problems arises from outdated management models. Given 
the successful protocols available, it is ironic that many of the 
organisations responsible for substantial societal progress – in 
science, medicine, technology – are still managing employees as 
if they were machine operators on a production line. The same 
technological advances by changing the nature of work have 
necessitated a change in management practices.

Productivity and the modern economy
Economists credit the production advances achieved during the 
Second Industrial Revolution for the greatest period of economic 
expansion. Despite two devastating world wars, this century was 
marked by economic growth that improved living standards, 
brought geopolitical stability, and allowed millions to emerge from 
poverty. 

This golden age of growth resulted from highly prescriptive 
management practices and was characterised by a compound 

 Figure 1.

 Figure 2.

 Figure 3.
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annual growth rate (CAGR) of 3.0% in the United States. To 
illustrate the productivity gains, the production of a single weaver 
increased by a factor of 50 during this period4. This story played out 
across the economy; the reduced costs for goods led to increased 
demand and thereby created more logistics and service-related jobs. 

These gains were limited to manual work, which grew at a CAGR 
of more than 3.5%. In contrast, the productivity of knowledge 
work decreased during this period5. This discrepancy was due to 
fundamental differences in the nature of knowledge work. Unlike 
the progressive, tangible products of manual labour, knowledge 
work is non-linear, often intangible, and difficult to manage. 
However, when properly structured, significant value can be created 
by knowledge workers. Figure 3

The economic value of human capital
As organisations turn to automation to cut costs at every corner, it is 
easy to forget the economic capability of individuals in a workforce. 
However, the term ‘human capital’ itself signifies people’s potential 
to create economic value. In the same way, an enterprise pays 
interest to borrow financial capital or makes lease payments for the 
use of physical capital, employers borrow productive capacity from 
their employees at the cost of a wage and ancillary benefits. When 
engaged in knowledge work, human capital has the potential to 
deliver outsized returns on the cost of capital.

As Steven Wellman, the former chief of the US Securities and 
Exchange Commission, said in 1996: “Intangible assets, such as 
brand names, intellectual capital, patents, copyrights, human 
resources, etc are generating an ever-increasing amount of overall 
wealth”6. Intangible assets, and by extension human capital (the 
means of production for intellectual capital), feeds the majority of 
future cash flows for public companies today (McGuire & Brenner 
2015)7. This limitless yet largely untapped resource, gives rise to 
the economic concept of human capital – its prodigious power to 
generate revenue.

This perspective had limited utility when referring to manual 
workers, because their potential to create economic value is 
designed into and restricted by the task performed. Manual 
workers complete physical tasks prescribed in advance, complying 
with standardised instructions and performing based on training, 
experience, and discipline. Manual workers can either realise this 
profit or, with underperformance, achieve even less. Any variation 
from the work design is considered waste. For this reason, it is rare 
for manual work ever to be valued above the cost of replacement 
with another worker or a machine to perform the same task. Figure 4

Knowledge workers are unconstrained resources
In contrast, knowledge workers capitalise on an opportunity 
by responding in unique ways to enable product and service 
differentiation, and have no such limit to their upside potential for 
value creation. Typically, these workers perform and self-manage 
based on talent, judgment, information and experience. The 
potential benefits are virtually unlimited, for example, to create new 
products, secure additional customers, or develop ancillary services, 
all of which have unconstrained economic value, depending on the 
knowledge workers’ capabilities, support, and luck. 

Unlike other resources, knowledge work is unconstrained by 
physical capacity and thus has far greater potential for productivity 
improvement. Managers establish real financial gain by tapping 
into productivity improvements in this predominant type of work. 
After all, leaders would surely address any other form of capital 

which decreased in productivity, yet most leaders opt to manage the 
symptoms of an inefficient workforce, rather than treat the systemic 
cause.

As with the utilisation of other forms of rented capital (for 
example, equipment, services, and real estate), companies with ideal 
work environments achieve higher yields on the human capital they 
employ. When appropriately supported, people unearth solutions to 
novel challenges, establish an intrinsic connection with a company’s 
culture, commit to their employer’s mission, empathise and create 
trust with customers, and even adapt easily to industry changes 
when machines cannot. 

Managing human capital
The ideal management strategy engages a holistic approach to the 
organisation, by applying knowledge of human nature gleaned 
from organisational and behavioural science. It also incorporates 
tools developed by engineers and military scientists, to increase 
the performance and reliability of human endeavours. This 
collaborative, mixed methods approach has a greater probability of 
creating an outsized return on investment. 

The bottom line remains whether your organisation can benefit 
from a reconceptualisation of organisational roles and at what cost. 
Your organisation is unique, and no doubt faces singular challenges.

As you read on, ask these questions to see if your organisation 
could benefit from this comprehensive approach. Do individuals 
in your organisation engage in problem-solving, imagination, 
empathy, or anticipatory activities? Do the applicable organisational 
systems promote higher performance in these areas? Would 
additional support or reduction of constraints enable your people to 
create more economic value?

 Figure 4.

 Figure 5.
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In the likely event you responded affirmatively, consider how your 
organisation can incorporate work design protocol and thereby 
increase productivity. In doing so, it is helpful to look beyond 
your organisation’s predominant type of work – manual work or 
knowledge work – because every role includes a combination of 
both. 

Modern professionals sit along a continuum of discretion from 
positions requiring high degrees of creativity, innovation, and 
service, to logistics and production needs. Most workers move 
fluidly between these frameworks and participate in some form 
of knowledge-based activity on a regular basis. These examples 
indicate how knowledge work augments various roles: 

•  A production-line worker who makes a waste-reducing 
suggestion.

•  A transport driver who overcomes new obstacles to deliver on 
time.

•  A service provider who delights a prospective client and generates 
new business.

•  A systems designer who proposes a better approach to 
management. Figure 5

Maximise knowledge worker response-ability
The dominant nature of the work (either knowledge or manual) 
should determine the fundamental design of each role, and 
further discretely incorporate principles and methods conceived to 
maximise productivity.

Knowledge work involves creating and applying knowledge 
to adaptively respond to value-creating opportunities wherein 
workers act as agents of the organisation rather than instruments. 

Consequently, their role design must accommodate this flexibility 
and reward employees for their contributions rather than their 
compliance. 

The design of most knowledge worker roles is inadequate in 
differentiating from its counterpart, and receives only rudimentary 
attention sufficient to outline a job description or recruiting 
specification. Neither of these considerations optimises the 
underlying work system of the role for maximum knowledge 
worker response-ability. Figure 6

Make systemic design improvements
The design and management of a role create the principal barrier 
to more productive knowledge work. This impediment explains 
why popular productivity improvement programmes, which seek to 
energise underperforming workers with leadership, training, and 
incentives, produce limited or short-lived improvements. 

Programmes to motivate workers can be helpful, yet are 
rarely sufficient to break through the systemic constraints 
common to inadequately designed knowledge work. Directly 
improving the design and management of knowledge 
work roles can reduce or remove such barriers, resulting in 
substantial and sustainable productivity increases across all 
workers in the role. Figure 7

Breaking the cycle of underperformance with  
inspired employees
Under-designed knowledge worker roles predictably result in 
work-system dysfunctions that suppress performance. Such roles 
also extract a human toll of frustration and lost self-efficacy, 
triggering the Silver Rule of Reciprocity and sustaining a vicious 

 Figure 6.

 Figure 7.
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KNOWLEDGE
WORK

MANUAL
WORK

Align personal attributes to role: Achieve optimal performance

ROLEFIT Engagement X Satisfaction = Performance

A- Level Full High Excellent

B- Level Partial Adequate Mediocre

C- Level None Low Unacceptable

The objective for manual workers is to meet the proscribed 
performance target. Underperformers typically receive 
development support to make up for shortfalls, but 
outperformance is not a consideration. Knowledge workers, by 
contrast, seek to perform (as individuals and in teams) at their 

personal best to maximise the economic value created. Companies 
are, therefore, wise to provide knowledge workers with 
expert-level individual performance development support through 
education, coaching, counselling, and mentorship with the 
objective of continually raising their personal best performance. 

Four steps to high-yielding knowledge workers
The following steps provide a field-validated management process to augment the 
yield of human capital:

STEP 1 – Assess and redesign roles to maximise value creation
Close assessment often confirms that even highly specialised knowledge work is designed and 
managed using methods conceived for manual work, thus sharply reducing employee potential.

Companies should begin with the redesign of high-leverage roles, which for example are highly 
populated, include customer contact, and have profit responsibility. Next, parse the work content 
into manual work and knowledge work. Target the knowledge work, make it a priority, and assure 
this part of the role is designed and managed as knowledge work. Consider opportunities to replace 
manual work with knowledge work, thus enabling each role to create more economic value. 

Figure 10 Precision Redesign:  
All work can benefit  
Target the knowledge work in 
each role for its higher potential 
to create economic value.

Knowledge work requires specific intrinsic motives and innate 
capabilities. Certain individuals are much better suited to a 
certain role due to a particular aptitude or character trait. For 
example, the shrewd analytical capabilities and foresight that 
characterise a successful investment banker or the creative 
aesthetic and design thinking that distinguish a software user 
experience designer.

Alignment of personal attributes to the role predictably results 
in elevated performance, full engagement and high satisfaction, 
whereas limited fit inhibits results. As a result, this person-role fit is 
an effective proxy for knowledge work performance and, inversely, 
performance is the best indicator of knowledge work fit. 

Organisations often struggle with getting the right people in 
precisely the right roles, but there are strategies to determine 

such alignment and rewards for such efforts. Field research 
makes clear that for knowledge-based work, high fit to the 
role leads to full engagement and high satisfaction with 
one’s work (A level). The same individual might experience 
just adequate alignment for other roles (B level) and poor 
performance for still others (C level).

Figure 11

STEP 2 – Align workforce to maximise person-role fit

Knowledge work performance evolves from a complex adaptive 
system of influencing factors and exhibits the system condition 
called equifinality, meaning different initial conditions readily 
lead to similar results. In other words, a variety of approaches 
can be utilised by knowledge workers to achieve the business 
objective. This relationship is unlike the linear cause and effect 
relationship between inputs and outputs routinely experienced 
with manual work, where, for example, one must have the 

EQUIFINALITY: noun | equi- + finality

Dierent initial conditions lead to similar results.

Figure 12

exact parts to assemble the product. In practical terms, this 
suggests that managers of knowledge work should allow 
flexible means and methods to achieve desired results. 

STEP 3 – Flex role to maximise individual person-role fit

Step 4 – Develop individuals to maximise value creation

TYPE 2: KNOWLEDGE WORKERTYPE 1: MANUAL WORKER

Intelligence • Uses common sense • Learns the work

Diligence • Hard-working • Accountable • Conscientious

Obedience • Diligent • Rule-following • Respects authority

Physiology • Strength • Hand-eye coordination • Stamina

Creativity • Clever • Seeks improvements • Develops alternatives

Initiative-taking • Not limited by job description • Acts proactively

Commitment • Objectives have personal meaning • Accountable

Expertise • Advanced knowledge • Relevant experience and acumen

Figure 9



17Management Services 
Autumn 2017

cycle of negative pressure on attempts to increase productivity. 
Figure 8

Raising expectations, when supported with incentives and 
leadership, can temporarily re-energise knowledge workers for 
minor temporary gains. However, achieving major sustainable 
gains will require the same level of attention to knowledge 
worker role design that was given to business process design, yet 
the emphasis will now be on human systems and psychological 
flow, rather than information systems and physical flow. 

Every knowledge work role is unique in its situation. Accordingly, 
highly populated roles on the company’s front lines of revenue 
generation (for example, services, sales, and development) will likely 
deliver a strong return on investment through a pilot programme 
of improved designs with receptive groups. As the project 
expands throughout the organisation, experience reveals that 
some dysfunctions will be resolved quickly with minimal time and 
expense, yielding performance improvements in the 20-40% range 
and inspiring renewed and sustained effort by knowledge workers. 

Knowledge work requires specialised workers
These returns are possible because knowledge work is more 
complex and largely unstructured, making performance a matter 
of risk-taking, judgment, and persistence. Intrinsic motives and 
innate capabilities are necessary for people to convert imprecise 
opportunities into economic value. 

The alignment of their intrinsic motives and natural capabilities 
with their situational opportunities, largely determines the 
achievements of people performing knowledge work. If their role is 
properly aligned to organisational goals, knowledge workers should 
supply seemingly endless market opportunities and disruptive 
innovations from which to create economic value. Figure 9

Leading the charge to growth
In following these steps, managers can achieve their goal of 
delivering earnings growth. This process enhances capacity with an 
engaged and resilient workforce that will supply leadership and 
talent for the challenges to come, a key goal for business leaders. 
Furthermore, when implemented at scale, employees should 
experience unprecedented satisfaction and engagement with 
their work. The synergies here are key. Imagine, happy employees 
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delighting customers and unleashing sustainable, forward-looking 
growth. 

As during the golden age of growth, technology breakthroughs 
in artificial intelligence and robotics have created an environment 
where productivity gains should be evident across industries. 
Successful companies will be those that harmonise these scientific 
advances with a powerful human capital resource. This new age 
of growth has the potential to spur a new, more inclusive wave of 
economic prosperity – and your organisation can lead the charge.

 Figure 8.
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BOOK REVIEWS

Title: The Leadership Challenge (6th Edition) 
Author: James M Kouzes, Barry Z Posner
Publisher: Wiley (2017
ISBN:101119278961
Pages: 378
This book was first published in 1987 and in its now 6th edition, 
it has been revised to address current leadership challenges 
meaning the book remains the must read for anyone wishing 
to become an exemplary leader in 2017 and beyond. 

The book starts by exploring the basic concept of ‘The Five 
Practices of Exemplary Leadership’ which are the identifiable 
behaviours and actions that result in making extraordinary 
things happen in an organisation. The five practices are the 
roadmap for developing leadership skills that will help an 
organisation achieve success in today’s competitive world. 

The topic of leadership is explored in the 13 chapters which 
have been laid out in a very readable format with appropriate 
illustrations that showcase recent research and leadership 
thinking that covers the topic with rigour. This is a book 
that will give you the knowledge and guidance to become 
an exemplary leader and to realise that leaders should 
communicate a shared vision that will awaken the desire in 
others to achieve something outstanding. 

The authors have produced a very readable book that 
provides the reader with the strategies to become a very 
effective leader. This publication is an evidence-based resource 
designed to encourage inspirational leadership that will 
mobilise people around a common goal.

This is an outstanding book that has stood the passage 
of time by being continually updated, so that it remains an 
outstanding work on leadership and as such is an essential 
read.

Title: The Power of Positive Leadership
Author: Jon Gordon
Publisher: Wiley (2017)
ISBN: 101119351979
Pages: 187
This book by Jon Gordon shares what he has learned and 
provides a comprehensive framework on positive leadership 
filled with proven principles, compelling stories, practical 
ideas and practices that will help anyone become a positive 
leader. There are many practical suggestions for dealing with 
negativity, both in yourself and within your team. 

This is a book that will inspire you irrespective of your 
employment; if you want to improve as a leader, this is the book 
for you. It will enable you in building culture, sharing vision and 
pursuing excellence, guided by the author who has a practical 
insight into imparting leadership skills to others. 

Being a positive leader is not just a nice way to lead. It’s the 
way to lead if you want to build a great culture, unite your 
organisation in the face of adversity, develop a connected and 
committed team, and achieve excellence and superior results.

In this pioneering book, Jon Gordon shares what he has 
learned and provides a comprehensive framework on positive 
leadership filled with proven principles, compelling stories, 
practical ideas and practices that will help anyone become a 
positive leader.

This book is an easy read that is conversational and inspiring 
as well as being both educational, thought-provoking and 
applicable to daily life.

This is a book full of practical information which is written 
in a format that anyone can understand and as such, is a must 
read for all leaders who wish to improve the efficiency and 
productivity of their organisation.
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Streetscape Advertising: 
No Ladders and Paste
Leung Ho Pan Henry, Dr David Parker.

When Chris Tyquin’s family got into the billboard 
business more than 50 years ago, their tools of the 
trade were paint, paper and a ladder. Today, the Chief 

Executive of Brisbane-based outdoor advertising company Goa 
employs software engineers, social media developers and invests 
in multi-million dollar digital screens to deliver a client’s message 
within minutes of the customer’s request. 

“Outdoor advertising is the world’s oldest media but now 
it also is the fastest,” said Chris Tyquin. “When I started in the 
business in the ‘80s, we were still hand painting signs, with a 
brush and a ladder. Now we have plasma-screen digital signs, 
powered by solar panels, and controlled by a centralised control 
room in our office.” 

Chris Tyquin’s father, Mike, founded Goa, (General Outdoor 
Advertising) in 1983, after earlier working in the billboard 
industry with other companies. Before that, his grandfather had 
worked for Claude Neon, one of the earliest creators of electric 
signs. From its paper and paste beginnings, family-owned Goa 

has gained a reputation for innovation as it competes with 
larger firms such as Oh!media, Adshel and JCDecaux. 

“In 2004, we were the first company to introduce digital 
signs, four years before the competition caught up,” Chris said. 
“Someone told me that being a family business helps innovation 
because it means you can never be sacked! In bigger companies, 
they tell you to innovate but in the same breath say ‘don’t stuff 
it up’.” Billboards, for centuries a static, passive form of media, 
are now becoming interactive. “OK, so people don’t hop in their 
cars to go and look at billboards, but society is changing and we 
now have social media streamed on to billboards,” Chris said. 
Technology allows almost instantaneous changes to billboards; 
and it was this dynamism that helped develop the industry. A 
good example occurred recently during the G20 in Brisbane. 
“The University of Queensland had just learned that President 
Obama was going to speak on campus and they wanted to get 
that message out – fast. They contacted Goa and it was up in less 
than five minutes on more than 30 screens around Brisbane. 
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While static billboards still make up about half of Goa’s 
business, digital screens are an expanding part of its operations. 
“We now have 80 screens around Brisbane, which we have 
built and maintained,” he said. A control room at Goa’s Bowen 
Hills office has closed-circuit television, to ensure all the digital 
screens are working correctly and fully maintained. 

Technological innovation in the billboard sector has been 
significant over recent years, which allows advertisers to 
measure the effectiveness of outdoor locations for types of 
advertisements. 

Industry revenue is projected to increase at an annualised 
3.4% over five years to 2020-21, to reach $845 million. “We 
realise we are a minnow in this game,” Chris Tyquin said, 
“although we do a lot of business for national brands, with 
about half of our customers being small businesses – to which 
we are ideally suited.”

Environmental considerations
Moreover, great effort now went into ensuring infrastructure 
fitted the urban environment. “We have landscape architects 
working on the design of our signs, and our operations are 
heavily scrutinised by urban planners and local authorities. In 
fact, our operations management processes are vital to our key 
competitive edge,” he said. “We are now installing screens at 
bus stops and areas where the public congregate.”

So much has changed since the early pioneering days. In 1835, 
Jared Bell created a 93m x 2m poster for a travelling circus to 
advertise its upcoming show1. The poster featured a colourful 
visual image that dramatically increased attendance. As a result, 
other businesses followed the practice to paint signs and glue 
posters on walls to notify the public of their businesses. Later, 
the businesses were not satisfied with posters so they developed 

billboards, which are large structures displaying advertisements 
in high-traffic public places. Consequently, billboards replaced 
posters as the most prominent type of street advertising. Thus, 
the foundations of street advertising were formed; and they 
developed at a fast pace. 

However, in New York, it was claimed that the increasing 
use of billboards had damaged the city’s image, and visually 
distracted the public in urban spaces2. Moreover, it was argued 
that billboards were safety and fire hazards. These concerns led to 
the anti-billboard movement (Robert Grier Cooke being a leading 
voice), which argued that the uncontrolled use of signs and 
billboards on buildings violated public welfare by blocking views, 
desecrated the architecture, and impacted the environment. The 
Government introduced the ‘New York City building code’ to 
regulate the size and height of billboard frames (hoardings) and 
to promote the ‘City Beautiful Movement.’ 

To belay public concerns, the advertising industry established 
the International Bill Poster Association of North America (IBPA) 
in 1872, an industry self-regulatory body that standardised the 
billboard size to 24-sheet panels (approximately 6m x 3m) and 
improve the design of billboards. 

In the 1990s, the rising number of advertising agencies 
globally heralded a mass media frenzy3. The improved 
lithography and photographic technology resulted in improved 
quality at a lower cost. An artist designed an original artwork 
and the billboards could be mass-produced from the original 
artwork. This allowed companies, such as Coca Cola and Kellogg 
to create a nationwide campaign to implement advertising with 
a high geographical coverage2. The improved mobility brought 
by automobiles also allowed billposters to innovate new forms 
of street advertising, such as mobile advertising, and increase 
the advertising exposure. In addition, lighting the billboard 
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also increased the billboard’s attractiveness with more visual 
elements4.  

The advertisers put more focus on the evaluation and 
measurement of advertisements due to rising scientific 
management. Many research methods, such as surveys, 
interviews and questionnaires, were designed to measure how 
effective the advertisement message was5. 

Today, the management process of street advertising is highly 
automated. Since 2005, when the first digital billboard was used 
in street advertising in America, their growing effectiveness 
to deliver a message is unquestioned. The multi-million dollar 
budgets spent on US presidential elections is yet one example. 

Digital technology allowed the advertising media buying 
process to be become fully automated. Previously, clients and 
advertising agencies had to negotiate with billposters for 
advertisement details. However, real time bidding (RTB) allows 
instant purchases6. Clients now bid for advertising inventory by 
logging into the ad platform, which shows the availability of 
inventory space of different billposters. The client simply bids 
a price offer as well as preferences, and then the system will 
automatically match the best option7.  

Getting the message across to consumers and potential 
customers is now the greatest challenge to organisations. The 
advertising models of yesteryear are no longer effectively 
working. However, with these new challenges come new 
opportunities. Clearly, one of the options is big data analytics 
and bespoke messages. The next generation of street advertising 
is soon to be rolled out. It includes interconnectivity with mobile 
phone proximity, so personalised messages will be displayed, and 
wifi technology gives opportunity for two-way communication – 
“Like what you see? Then order it now!”
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China’s  
Energy 
Sector
Dr John McManus.

As the world’s second largest economy, it is difficult to 
forecast in great detail the tendencies that will shape 
China’s global energy strategy in the near future. 

President Xing Jinping recently disclosed that China intends 
to make best efforts to limit its CO2 emissions, and to increase 
the share of non-fossil fuels in primary energy consumption to 
around 20% by 2030. The complexity of China’s energy policy 
is very much driven by a number of geo-political and economic 
dimensions. In this context, the focus of this discussion is on 
China’s energy sector which incorporates the prime energy 
commodities of coal, oil, and natural gas. Some orientation 
within this discussion is made to other forms of energy such as 
wind and solar power. 

Energy and the future of coal
As the world’s second largest economy, China is in the middle of 
a deep-seated transition, moving from an investment intensive, 
export driven growth, to a consumption and innovation driven 
one. With a population of 1.4 billion China is the world’s most 
populace country. The overwhelming majority of the population 
is found in the eastern half of the country and high population 
density is found along the Yangtze and Yellow River valleys, 
the Xi Jiang River delta, the Sichuan Basin (around Chengdu), in 
and around Beijing, and the industrial area around Shenyang. 
China’s urban population is around 56% with Shanghai, Beijing 
(its capital) and Chongqing being the most populace urban 
areas.
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China is abundant in natural energy resources which include 
coal, oil, and natural gas. Coal is a strategic resource, from which 
China generates much of its electricity needs. China is the largest 
energy user and consumer of coal, using nearly as much coal 
as the rest of the world combined (but also a major cause of 
China’s massive environmental problems due to the high levels 
of sulphur in Chinese coal). Chinese coal production accounted 
for 47% of the world total in 2014. According to the National 
Bureau of Statistics, within China, coal consumption accounts 
for 66% of the primary energy consumption, whereby electricity 
generation accounts for over half of all coal consumed1. 
Although estimates do vary, with an estimated production-
reserve ratio of 30 years, coal as a natural resource is likely to be 
available longer than China’s oil and natural gas reserves2.

In line with its national and sector plans (Figure 1), China has 
increased its global presence and participation in international 
organisations through planned investment in energy related 
industries. The first decade of the 2000’s saw China’s economy 
grow at a startling rate and although China’s growth has slowed 
down since 2011, it is still one of the largest economies in the 
world. Amongst other countries (Table 1), China’s energy sectors 
were supported through subsidies, by keeping the prices of 
energy, electricity, utilities, and land low, and by not having 
sufficiently strict environmental regulations or enforcement. 
While several energy subsidies have been removed, cheap 
electricity for industry, partly due to continuing subsidies on coal 
for power generation, continues to encourage the establishment 
of electricity intensive industry3.

In the context of fossil fuels, subsidies are often split into 
two non-exclusive categories: those that reduce the cost of 
consuming fossil fuel-based energy, called consumer subsidies, 
and those that support the domestic production of fossil fuels, 
called producer subsidies. In broad terms, energy subsidies are 
often defined as ‘any government action that lowers the cost 
of energy production, raises the revenues of energy producers, 
or lowers the price paid by energy consumers’ (IEA, 20064). 
Within the energy sector, direct grants, that is payments from 
government agencies to private companies, are one of the 
subsidy types that are most readily identifiable as subsidies. 
Direct grants can be targeted at specific activities or companies, 
so they can have significant impacts to the recipients if not the 
industry as a whole. What’s more, since direct payments may 
not be applied universally, they may be particularly prone to 
influential organisations making requests for special support.

The government’s 13th Five-Year Plan (FYP)5, unveiled in 
March 2016, emphasises the need to increase innovation within 
the energy sector and to reduce its dependency on fossil fuels 
and improve environmental conditions for its citizens. China 
is currently consolidating and restructuring its coal industry 

As the world’s second largest 
economy, China is in the middle 
of a deep-seated transition.

Figure 1: China Energy Sector Planning Illustrates an overview which locates energy as a special plan for a specific sector, 
special planning follows the completion of national general plans.

NATIONAL 
PLANS

SPECIAL PLANS 
FOR COAL, 
OIL & GAS

SPECIAL PLANS 
FOR ENERGY

by closing many smaller, inefficient mines and companies. 
According to the China National Coal Association data, 92% of 
annual coal production was generated from a small nucleus of 
large coal mining producers such as the China Shenhua Energy 
Company, which is one of the worlds’s leading integrated coal-
based energy companies and the largest coal supplier in the 
world 20136.

It is estimated that 16 of the world’s 20 most polluted cities 
are in China. Estimates suggest that 300,000 people a year die 
prematurely from respiratory diseases7. According to some 
Chinese estimates, pollution, if left unaddressed, by 2020 
will affect 490 million people, or one third of China’s total 
population, and lead to a death toll around 550,000 people, 

Table 1: Global Oil, Gas and Electricity Subsidisation Rates.
Source www.interfaxenergy.com

Rate of 
Subsidisation

Country
Amount in $ 

billions

> 50% Egypt 30

Iran 84

Iraq 14

Saudi Arabia 62

United Arab 
Emirates

22

Venezuela 38

 20% and  50% Russia 47

< 20% China 21

India 47

Indonesia 21

costing the economy at least five billion US dollars8. Ambitious 
goals set out by China at the UN’s Conference on Climate 
Change held in Paris in November 2015, will solidify investment 
opportunity categories to help the country accelerate its 
environmental amelioration efforts. To meet this target, China 
must deploy an additional 800 to 1000 gigawatts of zero-
emission generation capacity by 2030. This will increase demand 
for investment in clean energy such as nuclear, wind and solar9.

Two other issues need to be considered in the context of 
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China’s efforts to restructure its coal industry. First, one should 
query whether China may be following the US and European 
examples of supporting foreign rather than domestic investment 
in energy intensive industries. This strategy would have the 
added benefit of reducing domestic greenhouse gas emissions, 
but at the cost of carbon leakage by merely transferring CO2 
emissions to other countries and leading to even higher global 
emissions (Table 2).

Most Chinese and international energy experts agree that 
China’s coal consumption cannot be realistically replaced fully 
by natural gas, renewables and nuclear power before 2040. So, 
for the foreseeable future coal is expected to continue to play 
a major role in China’s plans to meet its global energy supply. 
Unlike coal, the country’s oil and natural gas, reserves are 
diminishing. China considers its supplies of oil and natural gas, 
to be of strategic importance but increasingly insecure.

The challenges posed by oil consumption
Within the general framework of China’s growing energy 
requirements, oil strategy faces many domestic and external 
uncertainties. Most of China’s largest oil fields are located in 
the northeast and north central regions of the country and 
represents the backbone of the country’s domestic production. 
China’s energy fields are mature, and production has peaked, 
which means production risks and costs are more likely to rise 
than fall. China’s domestic output at its three main oil producing 
fields Daqing, Shengli and Liaohe, situated in the northern and 
north-eastern parts of the country are considered to be nearing 
depletion, and with no new discoveries made in the last few 
years to replace them the situation is complex both politically 
and geo-economically. The fields in Xinjiang and in Bohai Bay 
region in the Yellow Sea have not been too profitable either, 
adding to China’s energy insecurity and the realisation that 
increased reliance on oil imports is becoming unavoidable.

Structural insecurity looms large in China’s perception of its 
energy insecurity as well, which to a large extent boils down 
to oil insecurity. To counter this situation, China has looked to 
secure the South China Sea in order to secure its short-term 
oil and gas supplies. The South China Sea is believed to have 
11-12 billion barrels of oil in reserves, and about 190 trillion 

Table 2: Country Comparisons CO2 Emissions (Metric tons).
Source International Energy Statistics, 2014

Country Bn Mt (estimates)

China 9.20 

United States 5.40

European Union 3.70

India 1.90

Russia 1.70

Japan 1.30

Germany 0.75

South Korea 0.65

Iran 0.65

Saudi Arabia 0.59
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cubic feet of natural gas. Most of China’s oil imports (80%) pass 
through the South China Sea after going through the Malacca 
Strait. China cannot possibly claim the Malacca Strait, which is 
surrounded by Indonesia, Malaysia and Singapore, but it has 
claimed the South China Sea, the next best thing10.

Once the largest oil exporter in Asia, China is now the 
world’s largest net importer of crude oil, and in recent years, 
China’s crude oil imports have increasingly come from countries 
outside the Organization of the Petroleum Exporting Countries 
(OPEC). As China is not a member of the International Energy 
Agency, China is not obligated to publish its oil reserves, but 
China’s decision to do so on a regular basis shows the country’s 
willingness to be transparent. 

In 2016, China had 33.3 million tonnes11 of crude oil in its 
strategic petroleum reserves (SPR). With diminishing oil supplies 
and increased competition for oil amongst other Eastern Asian 
states China is highly dependent on importing petroleum based 
products from foreign producers. Over half of China’s crude oil is 
imported from the Middle East, mainly from Saudi Arabia, Iraq, 
Iran and Oman, passing through the Malacca Strait. 

Chinese oil refineries are primarily set up to process oil 
with a low to medium sulfur content. Because the volume 
of this type of oil is gradually declining in the world market, 
China’s competition with Japan, Indonesia and South Korea is 
increasing. This helps to explain why China has tightened its grip 
over the South China Sea. 

The pipeline approach
The geographic scope of Chinese oil development contracts 
expanded significantly after 1995. China inaugurated its first 
transnational oil pipeline in 2006, when it began receiving 
Kazakh and Russian oil from a pipeline originating in 
Kazakhstan. The pipeline, developed by a joint venture between 
CNPC and Kazakhstan’s KazMunayGas (KMG) and financed by 
Chinese loans, transports oil from the oilfields in western and 
central Kazakhstan to China. 

In 2015, China launched an oil import pipeline from Myanmar. 
Oil analysts argue that Myanmar is not a significant oil producer, 
so the pipeline is envisioned as an alternative transport route for 
crude oil from the Middle East that would bypass the potential 
choke point of the Strait of Malacca, which approximately 80% 
of China’s oil imports traverse based on crude oil import sources 
and routes12.

Since 2015, China’s amount of crude oil imports have been driven 
more by flows into the country’s independent refineries rather 
than government stockpiling. Overall, the values of Chinese crude 
oil imports were down by an average -47% from all supplying 
countries since 2012 when crude oil purchases were valued at 
around 221 billion US dollars. Market shares for China’s top three 
non-OPEC suppliers (Russia, Oman, and Brazil), all varied over these 
years. While still comparatively small as a share of China’s crude oil 
imports, imports from Brazil reached a record high of 0.6 million 
barrels a day (b/d) in December 2016, and imports from the United 
Kingdom reached a high of 0.2 million b/d in February 2017.

In 1993 for the first time, China went from being an exporter 
of oil, to a net importer (Table 3). China’s reliance on foreign 
oil accounts for a good proportion of its energy spends. With a 
growing population, China’s energy needs are significant. Part 
of this energy appetite is connected to China’s ineffective use of 
energy. To illustrate this point to produce US 1 dollar of GDP, China 

Since 2015, China’s amount 
of crude oil imports have 
been driven more by 
flows into the country’s 
independent refineries rather 
than government stockpiling.
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needs 0.24 kilograms of oil equivalent. This compares with 0.15 
for Japan and 0.14 for the UK, but is about the same as the 
USA13. 

Growing GDP has spawned a Chinese middle class and 
improved the living conditions for many of its citizens. This has 
resulted in rising consumption for consumer products such as 
motor vehicles and white goods and an ever increasing demand 
for energy. On Strategic grounds, China has not chosen to be too 
dependent for its energy supplies on any one specific country, 
stating: ‘China needs to take all possible measures to conserve 
oil, accelerate exploitation of oil and natural gas resources, and 
make effective use of overseas resources’14. In the last decade, 
China has signed long-term supply contracts with countries in 
the Middle East, Russia and currently has oil supplied from at 
least 15 countries including the UK. As an emerging economic 
super power, China has recognised the importance of investment 
and equity shares in overseas energy producers as a key way to 
gaining security of its long-term energy supplies.

China’s outward direct investment (ODI) into oil rich countries 
has been increasing year-on-year. As a way of illustration, 
Chinese-Russian, geo-economic cooperation was solidified in 
May 2014, in a deal to import Russian gas through the Power 
of Siberia pipeline, to be operational in 2019. The Kazakhstan-
China pipeline has been in operation since 2009, with the 
most recent line inaugurated last year. China also opened 
an oil pipeline through Myanmar in January 2015 and has in 
the works, plans to lay an oil pipeline originating in Gwadar, 
Pakistan. These pipelines serve to supplement China’s existing oil 
imports and diversify its suppliers.

The need for investing in oil rich countries is one of the 
motives behind China’s push into Africa. Chinese loans to African 
Governments and State Owned Enterprises (SOEs) between the 
years 2000-2014 total 86 billion US dollars15 (Angola, Democratic 
Republic of Congo, Ethiopia, Kenya, Nigeria, and Sudan, being 
the biggest recipients). China has boosted African oil and mining 
sectors in exchange for advantageous trade deals. China’s 
significant investment in foreign energy, as not gone without 
notice amongst countries such as US, Japan, and India. The 
impression that China has exploited resources without building 
up local economies has triggered fierce criticism from some 
world leaders. Chinese firms investing in Africa tend to be state 
supported, or partly state owned, and work within limits set 
by the state. This point has been a major restriction on China’s 
aspirations to invest in Europe and purchase energy companies 
in the US.  

In its quest to secure resources, China engages in commercial 
diplomacy that most other countries fail to match16. In this 
context, Beijing promotes huge trade, assistance, and investment 

incentives to oil rich countries, and retains an almost unparalleled 
ability to provide low-cost financing.
China’s national oil companies (NOCs) wield a significant amount 
of influence in China’s oil sector. In the 1980s, China established 
three major NOCs, China National Petroleum Corporation 
(CNPC), the China Petroleum and Chemical Corporation 
(Sinopec), and China National Offshore Oil Corporation 
(CNOOC), to serve in various areas of the oil sector. Through 
private enterprise CNPC, Sinopec and CNOOC have all carried out 
initial public offerings of stocks and have received large amounts 
of foreign capital, but the Chinese government holds a majority 
position in all companies. CNOOC, which is responsible for 
offshore oil and gas exploration and production, has seen its role 
expand as a result of growing attention to offshore exploration 
and overseas investment. Increasingly, the company is seen to 
be a growing competitor to CNPC and Sinopec by increasing its 
exploration and production expenditures in the South China 
Sea, and by extending its reach into the downstream sector, 
particularly in the southern Guangdong Province.

To encourage inward investment, CNOOC has held annual 
licensing rounds inviting foreign companies to jointly explore 
and develop offshore blocks in the Bohai Bay, South China 
Sea, and East China Sea. CNOOC issued the tender in 2014, 
and included a bid for 33 oil and gas blocks covering an area 
of 126,108 sq km. CNOOC plans to invest significantly around 
9.5 billion US dollars. Of that amount, the capital expenditures 
for exploration, development and production will account for 
around 18%, 66% and 15% respectively18. 

Natural gas – a geo-economic position
As noted though, China has the third largest coal reserves 
behind the US and Russia, its production-reserve ratio is critical, 
with just 30 years compared with 262 years in the US and 441 
years in Russia. In the US, the recent decline in domestic coal 
consumption and the growth of the natural gas industry have 
contributed to a reshaping of global and European coal markets.

Declining coal consumption and a move to cleaner fuels is in 
part driving China’s current national energy strategy. According 
to the Oil and Gas Council19, natural gas currently produces less 
than 1% of the total power output in China and is set to play an 
increasing role in the next decade, fuelled by the expansion of 
global supply, as well as the domestic discoveries of potentially 
significant shale gas reserves. The likely areas targeted for 
switching from coal to natural gas are the regions in the south, 
east, and northeast of the country. They include Beijing, Tianijin, 
Hebei, and Shandong all of which are in northeastern China 
(Table 4).

Whilst China’s strategy for gas consumption is regionally 
centred, demand is expected to increase on a national level. 
Reduced prices are likely to make gas related energy projects 
more certain. Natural gas use in China increased rapidly, and 
China has sought to raise natural gas imports via pipeline and 
as liquefied natural gas (LNG). Investment in pipeline capacity 
and gas storage facilities has been accelerated by the Chinese 
government. 

The Caofeidian LNG terminal is located at the Caofeidian port 
in Tangshan, Hebei province. The Tangshan LNG project includes 
the construction of a dock, trestle and receiving terminals. The 
annual capacity of the first phase is 3.5 million metric tons, 
and second phase is 6.5 million metric tons, the final capacity 

The inflow of Central Asian gas 
will significantly help China in 
meeting its energy demands 
and improve the nation’s energy 
consumption mix.
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Table 3: Top 15 Crude Oil Importers to China.
The listed 15 countries shipped 91.1% of all Chinese crude oil imports in 
201617.

Table 4: China Regions and Provinces.

Figure 2: Central Asia-China Gas pipeline.

Country Import value in 
Billions US Dollars 

in 2016

Percentage 
Change since 

2012

Russia 16.8 - 18.1

Saudi Arabia 15.6 - 64.8

Angola 13.8 - 58.7

Oman 11.1 - 30.0

Iraq 10.6 - 15.9

Iran 9.5 - 46.8

Brazil 6.0 + 28.8

Kuwait 4.8 - 42.7

Venezuela 4.5 - 56.8

United Arab Emirates 3.9 - 48.4

Colombia 2.2 + 3.6

Congo 2.1 - 51.0

Sudan 1.8 - 10.5

United Kingdom 1.7 + 741.7

Vietnam 1.5 + 130.0

North China East China
Central 
China

South China

Beijing Shanghai Hubei Guangdong

Tianjin Jiangsu Hunan Guangxi

Hebei Zhejiang Jiangxi Yunnan

Shanxi Anhui Henan Guizhou

Shangdong Fujian Sichuang Hainan

Inner 
Mongolia

Chongqing

Gedalm

Horgos

Lines A, B & C in Parallel

10 million metric tons a year. In 2014, 2.2 billion cubic meters 
(bcm) of natural gas which was gasified from imported LNG 
was delivered from the Tangshan terminal.

Imports of LNG to specialised terminals on the south coast 
will play a significant role. With demand expected to reach 350 
bcm by 2020, the large LNG terminals in operation in Fujian, 
Guangdong, Hebei, Jiangsu, Liaoning, and Shandong provinces 
are essential to China’s ongoing capacity requirements.

Gas pipelines are generally a long way from the centres of 
demand, and as such require very expensive new infrastructure. 
A natural gas pipeline, built in 2005, from the Tarim Basin 
in Xinjiang to Shanghai on the east coast, (4200-kilometers) 
at a cost approximating 14 billion US dollars. In 2008, China 
embarked on an ambitious plan to construct a pipeline (the 
Central Asia-China Gas pipeline, Figure 2) from Turkmen-Uzbek 
border city Gedaim which runs through central Uzbekistan 
and southern Kazakhstan before reaching Horgos in China’s 
Xinjiang Uygur Autonomous region. The project is undertaken 
in four phases (4 lines A, B, C and D). Construction of Line A 
and B commenced in July 2008, line A became operational in 
December 2009, and line B became operational in October 2010. 
A delivery capacity of 30 billion cubic meters per annum was 
reached by the end of 2011. Construction of Line C was started 
in September 2012. With a designed capacity of 40 billion 
cubic meters per annum. Upon completion of line C in 2015, 
the overall capacity of the Central Asia-China Gas Pipeline is 
estimated to be 55 billion cubic meters per annum.

The inflow of Central Asian gas will significantly help China 
in meeting its energy demands and improve the nation’s 
energy consumption mix. Unlike lines A, B, and C, line D was 
to take another route. Beijing decided to route line D through 
Uzbekistan, Tajikistan, and Kyrgyzstan, and then into China. In 
September 2013, China signed an inter-governmental agreement 
with Tajikistan on the construction of line D project. Recent 
economic developments (the fall in gas prices) have put the 
completion of this final phase under some doubt. According 
to Chinese government reports, China National Petroleum 
Corporation (CNPC) announced the project is postponed 
indefinitely. 

How will China address its energy future challenges? 
It is quite clear that China will follow a conscious strategy of 
diversification of energy sources. Going forward, Beijing is set to 
rely on its direct overseas investment strategy in order to bolster 
and solidify its geopolitical standing. Recent investments in shale 
gas exploration by the Chinese government suggest recoverable 
reserves to be 25 trillion cubic meters (Tcm). Evidence would 
suggest however, the geology of shale gas resources in China 
is considerably less favourable than those in North America20. 
Initial reports suggest that the Southwestern quadrant of the 
Sichuan Basin is the most promising shale gas opportunity in 
China due to its relatively favourable geology, water resources, 
existing pipelines, and access to major urban markets. To 
further its goals a national shale gas Research and Design (R & 
D) centre was established in 2010. This shale gas R & D centre 
is part of the Research Institute of Petroleum Exploration 
and Development, which is a research arm of China National 
Petroleum Corporation. 

Although China’s National Oil Companies (NOCs) have an 
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oligopoly position within the Chinese oil and gas markets, 
they have incurred huge losses in recent years. Therefore, the 
question is how to encourage China’s NOCs to invest in shale 
gas development, assuming that shale gas development is 
economically justified. Deregulating the price of shale gas and 
providing subsidies will certainly help decrease the losses the 
NOCs will have to incur at the exploration stage. Price breaks, 
financial incentives, and the designation of shale gas as a new 
national strategic industry are indications of the importance the 
central government attaches to shale gas development.

As China moves away from fossil fuels towards renewable 
energies such as wind power and solar energy, it has relaxed 
some of its restrictions to encourage energy efficiency 
and domestic renewable energy deployment. China sees 
renewables as a source of energy security within its energy 
mix. An advantage which favours Chinese industry is that 
renewable energy technologies costs have dropped dramatically. 
Innovation has helped, but the main driver of reduced costs 
has been market expansion. As an illustration hydroelectric and 
wind-power were the major sources of renewable electricity 
production in 2016.

According to the Chinese Government plans submitted to 
the Secretariat of the UN Framework Convention on Climate 
Change, China will increase the share of non-fossil fuels in 
primary energy consumption to around 20% by 2030. Currently, 
the country is the world’s leading investor in renewables. By 
2020, China plans to have 100 GW of solar and 200 GW of wind 
installed. To support these initiatives the government recently 
announced it would spend 360 billion US dollars on clean energy 
projects in the next three years. State sponsored firms such 
as JinkoSolar announced that it has provided 29.64 MW high 
efficiency solar panels to power the world largest solar canopy 
in Donfeng Nissan facility in Guangzhou, China21.

Some analysts believe future energy reforms could pave 
the way for large industrial microgrids where several sources 
of renewable energy could be combined for industrial and 
domestic consumption. As numerous electricity retailers22 
compete for business, it is likely some will begin to offer unique 
product offerings, including green electricity tariff schemes 
similar to those available in Europe and the United States. 
Several companies in China, including L’Oréal and Procter & 
Gamble, have taken the initiative to secure renewable electricity 
through agreements with their local electricity providers.

In the next half century, with feasible policies, coal could 
be eliminated from the power mix; renewable power sources 
could supply 80% or more of China’s electricity needs without 
sacrificing grid reliability. In this context a smart grid approach 
to efficiently manage electricity loads is essential to achieve both 
cost and emissions reductions.
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Mastering Change as  
a Core Competency in 
your Organisation

Assume change implementation is easy 
Just imagine that you have developed internal capability to 
manage the majority of change projects that you need to 
implement in the next five years. What impact would that have 
on your organisational performance, growth, the culture and 
the external strains and stresses you are currently undergoing? 
Suppose your staff were sufficiently competent, developed and 
skilled to manage resistance to change, plan and implement 
complex projects and deal with dissatisfied customers, 
over-controlling stakeholders and resistant and difficult staff. 
Further, focus on the benefits of not having to employ expensive 
external consultancy groups, interims and business experts, 
because you could trust that all your people are able deal with 
all this as part of ‘business as usual’ rather than having to rely on 
the same few enthusiasts. Consider using the Acceptance Curve 
to assess your current capability for change.

Developing acceptance of change as the norm
Now consider the profile of the typical business. This may not be 
totally true for you but this is accurate for larger organisations 
that need to bring about huge changes in how they operate. 
For every 100 people you employ, you will be very lucky if you 
have two or three really outstanding staff members who are 
drawn to deal enthusiastically with complex problems. They 
are exceptional people who I would term ‘change champions’ 
and will willingly seek, initiate and take on new projects and 
portray strong leadership skills. You may also have an additional 
2-4 people who we could class as ‘early adaptors’ who, seeing 
how the ‘change champions’ work, are willing to get absorbed 
in the process. If you are lucky, you will have a further 4-6 ‘late 
adaptors’ who are willing to be involved in projects but not with 
the same intensity as their aforementioned colleagues. Perhaps 
if you are lucky you can rely on about 10 people out of every 
hundred to take some responsibility for leading change. 

In this article, Philip Atkinson focuses on how to install a strong and positive 
core competency, enabling an organisation to quickly change their operational 
effectiveness and their culture. Further, he explores strategies and activities 
that senior managers need to commit to, in order to develop both the 
capability and capacity to drive that change.
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To complete the people equation, where do the vast majority 
lie? We have found that most organisations will have a vast 
majority of people who are ‘fence sitters’ who are waiting 
for things to happen, rather than enthusiastically rolling up 
their sleeves and getting stuck in. They are neither hot nor 
cold to change initiatives. They have reason to feel the way 
they do. These are good people but many of them will not be 
as optimistic as others and seeing change through to the end 
because they have some history and some baggage of change 
not working in the past. You have to convince them that this 
time you are serious about implementing change. 

Perhaps, unsurprisingly, the ‘fence sitters’ will account for 40-
75% of staff with a further 10% being cynical and not wanting 
to be involved, see themselves as victims or casualties of previous 
change initiatives and not actively, but passively, resisting 
change. These unbothered ‘resistors’ may also be joined by some 
small numbers of remaining staff being classed as ‘apathetics’, 
who demonstrate little positive intent towards the change.

As you can see, this is neatly outlined in diagram one above. 
The horizontal axis depicts acceptance of change with the origin 
of the two axes being depicted as ‘high acceptance’ extending 
across to the right depicting ‘slow acceptance of change’. 

What is the purpose of using the acceptance curve?
The strategy to grow ‘change competency’ requires us to shift 
the various categories one or two spaces to the left on the 
Acceptance Curve. This means ‘resistors and ‘apathetics’ become 
more open and their role in change and their allegiance changes 
to become ‘fence sitters’ – who in turn move further to the left 
to join the change activists in the three top layers.

This move only happens if you commit to developing staff 
to make that transition. We need to win acceptance to change 
faster. This starts with development to move the groups across 
(see diagram) from right to left so that we create willing, 
competent staff at all levels committed to seeing through and 
implementing change when and where required.

You will be very lucky if you have 
two or three really outstanding 
staff members who are drawn 
to deal enthusiastically with 
complex problems.

•  Change Champions – 2-3%

•  Early Adaptors – 2-4%

•  Late Adapter – 4-6%

•  Fence Sitters 40-75+%

•  Resistors – 10+%

•  Apathetics – ?+%

Self-assess organisational capability to change

Look at the categories of staff outlined and consider 
your own organisation. 

•  Do the percentages for each category hold up for 
your business?*

•  Do you find it easy to assign people to the categories?

•  Can you see the benefits of developing more change 
champions, early and late adaptors to support you, 
not just in managing, but also anticipating change?

•  Now compare your assessment with that of others

•  If you are part of an SME these percentages will vary
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Build a culture of engagement
In order to develop internal capability for change, you really 
have to demonstrate that you care about the people you 
employ. You have to respect and trust them and are willing 
to give them the opportunity to initiate, drive and implement 
change. You know, the people who are best at implementing 
change are those who do the job, not a manager who may 
be distant from the operation. So, the first lesson in building 
this new organisational culture is to start trusting rather 
than controlling the workforce, and this comes about by the 
top team Leading the process and being willing to create an 
empowered culture that flows across silos, organisational 
boundaries and functions. 

Five key factors or themes in building internal 
change capability
1. Leadership is critical -
Without Leadership you will promote no change at all. With 
it you can move mountains, without it you reinforce the 
attitudes of ‘resistors’ and ‘apathetics’. Ensure your SMT lives 
the values and get them to understand that ‘everybody is a 
boss watcher’. People at all levels look for consistency between 
management ‘speak’ and behaviour. Speaking the change is 
easy, demonstrating behaviour change is something different 
entirely.

2. Continuous improvement (CI) – 
You need to focus first on continuous improvement (CI). CI is 
about improving systems, processes, and team and individual 
behaviours relentlessly – even if it’s only by initially improving 
1,000 things by 3-4%. CI is based on doing things better and 
faster by reducing cycle time, waste and bureaucracy and 
doing things more efficiency and effectively at lower cost. Our 
experience is that most processes can be improved initially by 
at least 10-15% and then continuing to promote improvement 
to yield other, more radical, improvements. The reason is 
simple. In too many organisations, processes protocols, systems 
are outdated, unfit for purpose, designed from the suppliers’ 
perspective to deliver rather than the customer’s needs. Often, 
the norm is that processes are unnecessarily complex and 
bureaucratic, over managed and largely either partially or 
completely undocumented and immeasurably out of date.

3. Customer Focus – 
Really all improvement activity should ‘start with the end in 
mind’ – whatever your organisation does. That means focusing 
on the end user, whether they are client, commercial or retail 
customer, citizen, resident, householder tax payer, patient, 
account holder, user, passenger etc. Our research suggests 
most organisational processes are based on the organisation’s 
preferences and ability to deliver rather than customer needs 
and preferences. Perhaps it time to rethink things and start off 
on the customer journey.

Non customer facing staff should focus 100% on 
supporting those who do
Radical though it is, we also need to think about the myriad of 
employees who never meet the customer. Not all people have 
day to day contact with the recipient or end user. These people 

Continually reviewing and 
assessing the time needed 
for you to achieve a goal 
is dependent upon where 
you are currently in terms of 
culture change.
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could be support or back office staff who never interact with the 
customer or only do so electronically rather than face to face. 

Focus your energies getting the relationship with the internal 
customer right before going out and developing a symbiotic 
relationship with the end user. We put a huge emphasis on 
developing a ‘customer first’ mentality and capability ‘in-house’ 
before becoming externally focused. Avoid the ‘cosmetic’ 
impression of being customer focused externally whilst still 
maintaining inefficient bureaucratic processes providing a 
poor quality service. Critical to customer focus is responsiveness 
and speed of delivery at the same time as creating a culture of 
continuous innovation.

4. Innovation, responsiveness and a bias for action
There is a fine balance here between the need to be customer 
focused and the role of innovation in the organisation. 
Although we believe it is good practice to seek input from 
customers and stakeholders when designing new processes and 
services, it is also vital to lead with Innovation. In some cases, 
innovations come from service providers without any recourse 
to the customer, but not all. Major changes such as ‘Service 
Redesign’ may require a much more balanced approach. Let me 
explain. 

If you look back at major innovations in history you will 
find that Henry Ford never asked customers would they like a 
replacement for their horse and cart, nor did Edison question 
householders if they would like him to design a light bulb, 
Michael O’Leary never requested passengers if they would 
like to fly at bargain prices, nor did Bill Gates ask users if they 
wanted Microsoft to produce PC’s with more than 32k of ram, or 
Steve Jobs asking the business world if they desired an Apple 11, 
a high performing iMac or smart phone – they just did it. They 
relied on their organisational culture of innovation and intuition 
to do and produce the right thing. All these innovations came 
from inside the organisation – not the customer. The think tank 
that these organisations were innovative enough to create 
did not evolve by accident, but through careful design and a 
constant striving for improvement.

This comes down to creating an arena where people can 
develop ideas and innovate on current processes or systems, take 
thoughtful risks and have the freedom to succeed.

5. Delivery mechanism: vision to KPIs
Finally, we need a structure upon which to hang the creation of 
internal capability. It’s a good idea to start with the ‘big picture’ 
and then work down through the organisation. We call this the 
V-KPI© model, and it has evolved since we worked with and 
various companies such as General Electric, Volkswagen Financial 
Services, Aviagen, CNH Global, GE Capital, Diageo, RSPB and 
many others.

The model starts by understanding that every personal or 
business goal has to start with a vision or a picture of what it 
is you want to be, do or have. Success is not a matter of luck, 
accident or default but rather the result of purposeful behaviour 
with an end in mind. Organisations do not rise to the top of 
their game by accident; they do not transform their operations 
by accident or attract the best people and leaders just by 
wishing for them. Consider the following issues under the sub 
headings.
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Vision and leadership
Where are you and how are you going to get where you want to 
be? What is the gap and do you have the internal capability to 
manage the transition? As a business leader you have to assess 
the degree of transformation that will take you from where you 
are currently, to your true potential, a journey of enduring and 
sustainable success in as short a time span as possible. What is 
the ‘big picture’ you are determined to create? What will be your 
organisation’s core mission and how will it differ from today? 

Values and culture
Organisational Culture is a much discussed yet a little understood 
concept in business transformation. Here are some issues you need 
to give attention to: What culture would best represent how you 
work and how can you create it? What is the dominant leadership 
style that will take you towards the vision and building the culture.

Critical success factors (CSFs) – priorities, goals and 
strategies
CSFs are vital in supporting you in moving from theoretical 
constructs to practical reality. Simply stated what are the CSFs for 
why you exist as a business entity?

Behaviours and actions
This is critical to developing internal capability and capacity 
to change. You will need to decide what will be the core 
behaviours that drive the new, transformed, organisation and 

Vital to delivery is pre-selecting 
the first few cohorts of staff 
who will undertake the change 
capability and development to 
equip them to progress through 
the process. 

Behaviours and Actions

Structure, Process, Role

Key Performance Indicators

Critical Success Factors

Values and Culture

Vision and Leadership

Vision to KPI Model

ensure they fit with the other logical levels within this Vision-
KPI©. You will have to translate the values you have articulated 
into core behaviours, and build these into your leadership and 
your performance management process.

Structure, process and role
How can you ensure that your structure is sufficiently 
flexible to adapt to changes that arise or are imposed 
upon you by external factors?

KPIs – key performance indicators
KPIs should tell the organisation whether it is moving closer to 
meeting customers’ needs or still requiring improvement. If they 
don’t do either of those things why allow others to use them to 
measure your value and contribution, because the data will be 
used to illustrate that you are either efficient or effective. 

For a thorough treatment of this model please consult ‘One 
More Time – How do you Implement Business Transformation’, 
Chartered Institute Management Services Journal, Winter, 2016.

Finally – developing internal capability
Your strategy for developing internal capability has to be tailored 
precisely to your organisation. Organisations are all on a particular 
and specific trajectory. The development work cannot be lifted off 
a shelf and transferred from one business to another. 

What is clear is that developing internal capability for change 
requires a strong focus on behavioural and cultural change. This 
requires an understanding of the following:
•  Culture change and business transformation – models and 

strategies
•  (OD) organisation development diagnostics
•  Service redesign, customer focus and engagement
•  Behavioural change strategies and understanding personal 

change, learning and resistance to change
•  Continuous and process improvement lean and problem solving 

tools
•  Leadership in teams across functional silos

 
It is critical to design and develop your own organisational process 
for improvement and this requires recruiting staff diagonally 
and across the organisation to become trained CI trainers and 
facilitators.

Selection of staff for internal capability in change roles
Vital to delivery is pre-selecting the first few cohorts of staff who will 
undertake the change capability and development to equip them 
to progress through the process. This is a process, not a programme 
of events and workshops, but a flow of activities where participants 
develop into cohesive learning teams. Here it may be relevant to 
consult the ‘Acceptance of Change’ model referred to earlier to 
select the most capable and appropriate for the role.

Those selected should have a strong positive attitude, have 
experience of leading teams and discussion and willing to challenge 
when required. You are not looking for mavericks – you are however 
looking for a combination of team leaders and team players who are 
keen to advance and think outside conventional thinking. They will 
come together with a full understanding of influencing the change 
processes and learn how to plan and develop diagnostic tools to 
influence key actors in the change process. 
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Learning and development
We work on the behaviour behind the tools as well as 
respecting and modifying many OD and Lean tools to Business 
Improvement. Instead of focusing upon traditional Lean Six 
Sigma for improvement and problem solving technologies, we 
work on creating the culture of strong teamwork based on solid 
behaviours. This is done in a very tangible manner so staff can 
assess how they are doing and how they have improved.

Implementers

ConsultantSponsor

Stakeholders

Actors in the Change Process

The key actors in the change process
Sponsors and project hosts – usually senior staff who 
authorise projects and oversee them.
Change Agents – external advisers and trainers with 
internal staff and coaches
Stakeholders – those who have vested power and 
interest in key CI activities
Implementers – those who comprise the team and will 
work the improvementFour key areas and they are all cultural or  

behavioural in nature
1. Business transformation and cultural change

a.  What is Business Transformation and what are the stages 
we go through?

b. What is cultural and behavioural change? 
c. How can I use the Vision-KPI model? 
d.  How can we get people to actively contribute and accept 

and drive change? 
e.  How can I better manage the key actors in the change 

process and, at the same time, change the things that need 
to be changed about the team? 

f. How can I manage change with others more effectively?

2. Customer focus and stakeholder alignment
a.  How can we delight our customers ( and stakeholders) – 

both internal and external to the business?
b. Partnership with stakeholders 
c.  What performance standards are important to the 

customer?
d.  How can we design a process of continuous improvement 

aligning with the customer to tackle problems that even 
they are not yet aware of but which will impact upon their 
business.

3. Innovation, responsiveness and action 
a.  What models of Innovation can we use to enhance customer 

and stakeholder value?
b.  How can I improve my personal performance and enhance 

my creativity and innovation towards my team, my 
colleagues, team members and my customers? 

c.  What do I need to learn and how can I enable others to 
learn those things that will enable them to achieve their 
potential – both at work and outside work, in the larger 
community. 

d.  How can we encourage others to develop a self-critical view 
to improving performance at how we work with, manage 
and innovate with others? 

4. Team and leadership effectiveness 
a. How does our team interact with others?
b.  How can we improve our performance in the supply chain 

of events? 
c.  Which areas require some strong focus, and which unclosed 

loops create most problems in terms of rework and 
confusion? 

d.  How can they work more effectively in functional, cross-
functional and Virtual teams?

e.  How can we create a planful and preventative culture 
where the energy is concentrating upon how to do things 
right first time?
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Key issues in change
Now we have the ideas in place, including the development and 
an implementation plan there are some key issues that need to 
be restated. 

Define outcomes and benefits
Define precisely how the organisation, staff and customers 
will benefit from achieving a high degree of competence in 
change mastery by developing your own elite group of change 
makers or internal consultants. Focus upon exploring and 
communicating the benefits of the ‘change’ to all. 

Self-assess where you are on the change curve
Continually reviewing and assessing the time needed for you 
to achieve a goal is dependent upon where you are currently 
in terms of culture change. Managing the gap becomes easier 
if there is a clear understanding of the steps which have to be 
taken. If you are a long way from achieving your goal in cultural 
terms, then you need to break transitions down into discrete 
steps, which become sub goals – their achievement becomes the 
foundation for incremental change shared with all those going 
through the change process. 

 
Milestones 
Set deadlines for the completion of the projects or sub 
projects and review these constantly. Strong, effective project 
management is essential for maximum success. Adopt a critical 
attitude and understand now whether you are getting closer 
to or further away from your goal. This means you will need 
behavioural, team and cultural measures to assess progress. 
Ensure your goals are tangible and quantifiable.

Align with allies  
Identify the key barriers to achieving your goal and who are 
the key players in the organisation who can help you – either 

to facilitate change or open doors. Ask yourself who are the 
opinion formers, and align yourselves with them with the aim of 
winning their support.

Leadership
What knowledge will you need to help yourself and others 
achieve your cultural goal? Who in Leadership roles is important 
in the power stakes, and how willing, reliable and resilient are 
they to support you and your team?

 
Vision to KPI model
Have a clear image of achieving your goal. It is desirable 
to describe how things will change and what will be the 
core characteristics of this change. Imagine what others will 
see – what will be different – what will others say and what 
attitude will they portray reflecting the changes. How will your 
customers, and your team, feel about the changes?

Focus on implementation
Win the support of others to write a detailed action plan 
reflecting roles, responsibilities and ownership. Too many 
implementation plans remain within the heads of senior 
managers or the implementation team and never see the light 
of day. 

On creating internal capability – change is a 
transfusion
We all need to understand more about the dynamics of change 
and how to influence people at all levels to be innovative, 
curious and wanting to improve things for the organisation, 
stakeholders and customers. We know from our work with the 
‘Acceptance Curve’ that People resist change for a myriad of 
reasons but the change process should not be a mystery for 
them. It’s your role to make that transition easier. Developing 
an internal capability to bring about reasoned and speedy 
change, exploring the change process from a personal and 
organisational perspective has big payoffs. Those who become 
Change Champions or play an active role as a Change Agent will 
stretch themselves, enhance their skills, and achieve a new found 
confidence. We all want more confident staff who have a high 
degree of self-esteem and start taking a innovative interest in 
how things happen for the better – and when they develop this 
curiosity, they become engaged and empowered and of true 
value to the organisation.

About the author
Philip Atkinson is a Director of Learning Strategies Ltd and specialises in strategic cultural and behavioural change. For the last 25 
years he has been engaged as a consultant supporting organisations in strategic development, leadership, organisational design, 
post-acquisition integration, lean six-sigma, quality management and culture change. He has partnered with a variety of blue-chip 
companies in industries ranging from pharmaceutical to genetics, the automotive industry to finance and banking and from NHS 
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Win the support of others to 
write a detailed action plan 
reflecting roles, responsibilities 
and ownership.
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Chairman’s Statement

The Institute celebrated its 75th year in 2016, a significant 
milestone and one of which every member can be 
proud. As with many organisations, the Institute is an 

amalgamation of several like-minded groups, in this case all 
with an interest in promoting productivity. The anniversary was 
celebrated in October with a networking and workshop event, 
followed by a 75th anniversary lunch. The event was judged a 
success with participation from members and invited quests.

I am pleased to report that during the year David 
Blanchflower marked his 40th year as an elected member of 
the Institute’s National Council. A presentation was made 
to David to mark this significant achievement. Kevan Kelly 
resigned as a member of the National Council in February 
and I would like to thank Kevan for his contribution. At 
the beginning of the year one of our education providers, 
Chinal Management Services, decided to no-longer offer 
the Institute’s courses. It is was sad for the relationship to 
end; Chinal had worked with the Institute for over 40 years 
training thousands of students, including myself.

Communication is a key responsibility for all professional 
groups and this is something that our Institute does well. 
The quarterly Journal is published and distributed to all 
members. The online newsletter which is published between 
the quarterly Journals, provides up-to-date information 

to members on Institute matters and wider briefings on 
productivity issues. During 2016, two further communication 
initiatives were undertaken, firstly the Institute’s promotional 
material was redesigned and updated. This new material was 
made available in printed and electronic formats. The second, 
was the conversion to electronic format of Dennis Whitmore’s 
famous book Work Study, which is now available to purchase 
and download online.

Membership was maintained at a strong level in 2016. This 
was a reflection of the number of students and new members 
recruited during the year. In terms of finance, the total funds 
carried forward at year end was £384K, a significant sum 
which kept the Institute in a strong financial position. Our 
strategy to improve Institute fees so that they more accurately 
reflect market practice for education and membership services 
improved the financial position further. 

Finally, we are confident that the position the Institute 
holds as the leading professional body for productivity in the 
UK will continue. The dedication and hard work of colleagues 
on the National Council, the region groups and the wider 
membership, will strengthen and take the Institute forward.

Julian Cutler
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Legal and administrative information

Report of the trustees (incorporating the directors’ report)
for the year ended 31 December 2016

The trustees present their report and the financial statements 
for the year ended 31 December 2016. The trustees, who 
are also directors for the purposes of company law and who 
served during the year and up to the date of this report are 
set out on page 39.

Structure, governance and management
Charitable objects
The Institute has as its main objective the promotion of the 
science, technology, practice and profession of Management 
Services, which results in the advancement of the efficiency, 
productivity and satisfaction of human work.

Organisation and structure
The Institute has eight trustees who are elected by the 
membership in two groups of four. Elections are held prior to 
the Annual General Meeting, where the results of the ballot 
are counted. Elections are held in alternative years with the 
elections having taken place in 2015 and the next elections 
due in 2017. The Board of Trustees meet three times a year in 
addition to the Annual General Meeting.

Risk review, governance and internal control
Directors are responsible for providing assurance that:

The systems of internal control are designed to provide 
reasonable, but not absolute, assurance against material 
misstatement or loss. They include regular financial reports to 
Council and an external audit.

How our activities deliver public benefit
It is a requirement of section 17 of the Charities Act 2011 
that a charity has due regard to the guidance issued by the 
Commission on how the charity provides a ‘Public Benefit’.

The Directors of the Institute have fully satisfied themselves 
that as a registered charity they do provide a Public Benefit. 
The Institute has as its main objective the promotion of the 
science, technology, practice and profession of Management 
Services, which results in the advancement of the efficiency, 
productivity and satisfaction of human work.

The achievements and performance 
Our Articles of Association and Memorandum clearly require 
the Institute to expand the concept and knowledge of the 
benefits of productivity in improving the wealth and living 
standards of all. These objectives are achieved by publishing 
a regular journal containing articles on productivity and 
maintaining a website that contains information on 
productivity techniques and current thinking on productivity. 
We also publish regular newsletters which are available on 
the website. The journal and website are freely available for 
all to access.  

All our charitable activities focus on making widely known, 
the benefits of improving productivity as a means of raising 
the living standards of all people in the world. To this end 
we are associated with all the world’s leading productivity 
organisations.
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Recruitment and Appointment of the Council of 
Management
The directors of the company are also charity trustees for the 
purposes of charity law and under the company’s Articles are 
known as members of the Council of Management. Under the 
requirements of the Memorandum and Articles of Association, 
the members of the Council of Management are elected to 
serve for a period of four years, after which they must be 
re-elected at the next Annual General Meeting. All members 
of the Council of Management give their time voluntarily and 
received no benefits from the charity. Any expenses reclaimed 
from the charity are set out in note 7 to the financial 
statements.

Trustee induction and training
Most trustees are already familiar with the practical work 
of the charity. Additionally, new trustees are invited and 
encouraged to attend a series of short training sessions to 
familiarise themselves with the charity and the context within 
which it operates. An induction process is in place to support 
new trustees to ensure they understand the obligations of 
becoming a member of the IMS Council of Management.

Future plans and objectives.
The Institute plans to have an ongoing campaign to increase 
membership and also to increase subscriptions to the Institute 
Journal. Currently existing members are being encouraged to 
upgrade their membership to higher membership grades.

Relationship between charities and related parties
The Institute co-operate with the RM Currie Memorial Fund 
which is a charity dedicated to advancing the concept of 
productivity. The Institute appoints the trustees to the RM Currie 
Memorial Fund and presently three trustees of the Institute of 
Management Services also serve as trustees to the RM Currie 
Memorial Fund. They are David Blanchflower, John Heap and 
Richard Taylor. During the 2016 financial year, one transaction 
took place between the two charities with the RM Currie 
Memorial Fund donating £4,500 (2015:£2,500) to enable the 
Institute to undertake a membership recruitment campaign.

Achievements and performance
The Institute continues to reap the financial benefits of 
outsourcing its administration function to an outsourcing 
organisation based in Lichfield.

The introduction of Life Membership in 2005 continues to 
ensure the financial viability of the Institute into the distant 
future. In 2016, the Institute saw the continuation of the 
steady increase in membership that had been evident in 
previous years. The move towards life membership greatly 
reduced the administrative burden on the Institute and this 
has been reflected in an overall reduction in the operating 
costs.
The Institute’s quarterly Journal, Management Services 
continues to be a highly respected publication and is provided 
free to all members. The Journal is also supplied to subscribers 
worldwide.

Institute membership continues to grow, with increasing 
numbers of students becoming life members upon successful 
completion of their Institute examinations. Life membership 
of the Institute continues to offer exceptional value for 
money to the members

The Institute website is the Institute’s face to the world and 
has attracted visits from all around the world. In the present 
technological age, it is important that the Institute maintains 
an informative website and continues its role of being a major 
source of information on productivity improvement.

In 2016, the regular email newsletter continued to be emailed 
to all Institute members on a two monthly frequency. The 
newsletter contains information from around the world on 
current productivity thinking and focuses on the Institute’s 
core subject area of productivity improvement; the newsletter 
is also freely available on the website.

The 2016 AGM was held in George Hotel, Lichfield and 
attracted a sizable number of members. It was followed by a 
brain storming session designed to encourage members and 
region officers to submit proposals for increasing income, 
membership and projecting the image of the Institute.

Currently, the Institute has UK education providers accredited 
to provide courses leading to the award of the Institutes 
Certificate. The Institute also has two overseas accredited 
education providers. These education providers continue 
to provide a valuable service and also bring new members 
into the Institute. We continue to award student of the year 
prizes and it is gratifying to see the number of large national 
UK and overseas companies that are sending employees on 
Institute approved education courses.

Financial review
Risk management
Financially the Institute is extremely sound and the adoption 
of life membership ensures that the Institute can plan 
long term, without the worry of a falling membership and 
resultant loss of income. On current predictions the present 
reserves will sustain the Institute in excess of ten years.

Currently, the main sources of income to the Institute are new 
members and the income from education courses. In 2016, 
the Institute membership continued to grow and in so doing 
generated additional income. The Institute remains financially 
sound with large financial reserves.

Plans for future periods
The Institute has a policy to maintain its reserves at a level 
that ensures the future financial viability of the Institute. That 
level is deemed to be one that equates to a minimum of one 
year’s expenditure; currently the Institute holds reserves that 
exceed this target level by fourfold and as such is financially 
very sound. The funds of the charity are all unrestricted. 
Note 16 of the financial statements indicates the level of the 
Institutes reserves.
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Statement as to disclosure of information to auditors
In so far as the trustees are aware:

-  There is no relevant audit information of which the charity’s 
auditors are unaware; and

-  the trustees have taken all steps that they ought to have 
taken to make themselves aware of any relevant audit  
information and to establish that the auditors are aware of 
that information.

Statement of trustees’ responsibilities
The trustees are responsible for preparing the Trustees’ 
Annual Report and the financial statements in accordance 
with applicable law and United Kingdom Generally Accepted 
Accounting Practice.

Company law requires the trustees to prepare financial 
statements for each financial year, which give a true and fair 
view of the state of affairs of the charity and of the surplus 
or deficit of the charity for that period. In preparing these 
financial statements, the trustees are required to:

-  Select suitable accounting policies and then apply them 
consistently;

-  make judgements and estimates that are reasonable and 
prudent; and

-  prepare the financial statements on the going concern basis 
unless it is inappropriate to presume that the charity will 
continue in operation.  

The trustees are responsible for keeping proper accounting 
records which disclose with reasonable accuracy at any 
time, the financial position of the charity and which enable 
them to ensure that the financial statements comply with 
the Companies Act 2006. They are also responsible for 
safeguarding the assets of the charity and hence for taking 
reasonable steps for the prevention and detection of fraud 
and other irregularities.

Statement as to disclosure to our auditors
In so far as the trustees are aware at the time of approving 
our Trustees’ Annual Report:

-  There is no relevant information, being information needed 
by the auditor in connection with preparing their report, of 
which the company’s auditor is unaware, and  

-  the trustees, having made enquiries of fellow trustees and 
the company’s auditor that they ought to have individually 
taken, have each taken all steps that he/she is obliged to 
take as a trustee in order to make themselves aware of any 
relevant audit information and to establish that the auditor 
is aware of that information.

Auditors
Leftley Rowe and Company are deemed to be reappointed in 
accordance with Section 487(2) of the Companies Act 2006.

Small company provisions
This report has been prepared in accordance with the 
special provisions for small companies under Part 15 of the 
Companies Act 2006.

On behalf of the board

A. P. Muir
Interim Company Secretary
Date : 9 June 2017
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Independent auditors’ report to the trustees of  
The Institute of Management Services

We have audited the financial statements of Institute of 
Management Services for the year ended 31 December 2016 
which comprise the statement of financial activities, the balance 
sheet and the related notes. The financial reporting framework 
that has been applied in their preparation is applicable law and 
(United Kingdom Generally Accepted Accounting ) including FRS 
102 The Financial Reporting Standard applicable in the UK and 
Republic of Ireland.

This report is made solely to the company’s members, 
as a body, in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. Our audit work has been undertaken so 
that we might state to the company’s members those matters 
we are required to state to them in an auditors’ report and for 
no other purpose. To the fullest extent permitted by law, we do 
not accept or assume responsibility to anyone other than the 
company and the company’s members as a body, for our audit 
work, for this report, or for the opinions we have formed.

Respective responsibilities of trustees and auditors
As explained more fully in the Trustees’ Responsibilities 
Statement set out on pages 41 and 42, the trustees (who are also 
directors of the charitable company for the purposes of company 
law) are responsible for the preparation of the financial 
statements and for being satisfied that they give a true and fair 
view. Our responsibility is to audit and express an opinion on 
the financial statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland). Those 
standards require us to comply with the Auditing Practices 
Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts 
and disclosures in the financial statements sufficient to give 
reasonable assurance that the financial statements are free 
from material misstatement, whether caused by fraud or 
error. This includes an assessment of: whether the accounting 
policies are appropriate to the company’s circumstances and 
have been consistently applied and adequately disclosed; 
the reasonableness of significant accounting estimates 
made by the directors; and the overall presentation of the 
financial statements. In addition, we read all the financial and 
non-financial information in the Trustees’ report to identify 
material inconsistencies with the audited financial statements 
and to identify any information that is apparently materially 
incorrect based on, or materially inconsistent with, the 
knowledge acquired by us in the course of performing the audit. 
If we become aware of any apparent material misstatements or 
inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:
-  Give a true and fair view of the state of the company’s affairs 

as at 31 December 2016 and of its incoming resources and 
application of resources, including its income and expenditure, 
for the year then ended;

-  have been properly prepared in accordance with United 
Kingdom Generally Accepted Accounting Practice; and

-  have been prepared in accordance with the requirements of 
the Companies Act 2006.

Opinion on other matter prescribed by the 
Companies Act 2006.

In our opinion, based on the work undertaken in the course of 
the audit:

-  The information given in the Trustees’ Report for the financial 
year for which the financial statements are prepared is 
consistent with the financial statements; and

-  the Trustees’ Report has been prepared in accordance with 
applicable legal requirements.

In the light of our knowledge and understanding of the 
company and its environment obtained in the course of the 
audit, we have not identified material misstatements in the 
Trustees’ Report.

Matters on which we are required to report by 
exception

We have nothing to report in respect of the following matters 
where the Companies Act 2006 requires us to report to you if, in 
our opinion:

-  Adequate accounting records have not been kept, or returns 
adequate for our audit have not been received from branches 
not visited by us; or

-  the financial statements are not in agreement with the 
accounting records and returns; or

-  certain disclosures of directors’ remuneration specified by law 
are not made; or

-  the directors were not entitled to prepare the financial 
statements in accordance with the small companies regime 
and take advantage of the small companies’ exemption in 
preparing the directors’ report.

Christopher Andrews (senior statutory auditor)
For and on behalf of Leftley Rowe and Company
Chartered Accountants and Statutory Auditors 

Date : 12 June 2017 

The Heights 
59-65 Lowlands Road
Harrow
Middlesex HA1 3AW



43Management Services 
Autumn 2017

For the year ended 31 December 2016
  Unrestricted 2016 2015
  funds Total Total
Income
Income from other trading activities: Notes £ £ £
Donations and legacies 3 16,622 16,622 16,119
Income from Investments 4 6,608 6,608 5,815
Income from charitable activities 5 24,809 24,809 37,938

Total income    48,039 48,039 59,872
Expenditure     
Expenditure on charitable activities 6 84,687 84,687 81,926

Total expenditure  84,687 84,687 81,926

Net income/(expenditure) for the year before gains/(losses) on investments  (36,648) (36,648) (22,054)

Net gains/(losses) on investments
Gains/(Losses) on revaluation of investment assets  786 786 (4,721)

Net movement in funds  (35,862) (35,862) (26,775)

Reconciliation of funds 
Total funds brought forward  420,130 420,130 446,905

Total funds carried forward  384,268 384,268 420,130

The statement of financial activities includes all gains and losses recognised in the year and therefore a separate statement of total 
recognised gains and losses has not been prepared.

All income and expenditure derive from continuing activities

Statement of financial activities  
(incorporating the income and expenditure account)

Balance sheet as at 31 December 2016

   2016  2015
Fixed assets Notes £ £ £ £

Tangible fixed assets 9  -  -

Fixed asset investments               -  160,444

Current assets   160,444  165,164

Debtors 11 2,769   2,293 

Bank and cash  433,967  311,357 

Creditors: amounts falling  436,736  313,650 
due within one year 12 (37,694)  (41,518) 

Net current assets   399,042  272,132

Total assets less current

Liabilities   399,042  432,576

Creditors: amounts falling due
after more than one year 13  (14,774)  (12,446)

Net assets   384,268  420,130

Funds 15  

Unrestricted income funds   384,268  420,130

Total funds   384,268  420,130

The financial statements are prepared in accordance with the special provisions of Part 15 of the Companies Act 2006 relating to 
small companies.

The financial statements were approved by the board on 9 June 2017 and signed on its behalf by J. Cutler FMS (Chairman) Director
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1.  STATEMENT OF COMPLIANCE 
These financial statements have been prepared in compliance with FRS 102, ‘The Financial Reporting Standard applicable in the 
UK and the Republic of Ireland’. 

2. ACCOUNTING POLICIES

2.1.  BASIS OF PREPARATION 
The financial statements have been prepared in accordance with Accounting and reporting by Charities: Statement  
of Recommended Practice applicable to charities preparing their accounts in accordance with the Financial Reporting 
Standard applicable in the UK and Republic of Ireland (FRS 102) (effective 1 January 2015) – (Charities SORP (FRS 102)), the 
Financial Reporting Standard applicable in the UK and Republic of Ireland (FRS 102) and the Companies Act 2006. Institute 
of Management Services meets the definition of a public benefit entity under FRS 102. Assets and liabilities are initially 
recognised at historical cost or transaction value unless otherwise stated in the relevant accounting policy note(s).

2.2.  PREPARATION OF THE ACCOUNTS ON A GOING CONCERN BASIS 
The Institute has a policy to maintain its reserves at a level that ensures the future financial viability of the Institute. That level 
is deemed to be one that equates to a minimum of one year’s expenditure; currently the Institute holds reserves that exceed 
this target level by fourfold and as such is financially very sound and that on this basis the charity is a going concern.

2.1.  CASHFLOW 
The charity has taken advantage of the exemption in FRS102 from the requirement to produce a cashflow statement because it 
is a small charity. 

2.2.  FUND ACCOUNTING 
Unrestricted funds are available to spend on activities that further any of the purposes of charity. The charity does not have 
any restricted or designated fund. 

2.3.  INCOME 
All income and endowments are included in the statement of financial activities when the charity is entitled to the income and 
the amount can be quantified with reasonable accuracy. The following specific policies are applied to particular categories of 
income:

  Voluntary income is received by way of membership subscriptions and is included in full in the Statement of Financial Activities 
when receivable.

  Grants, including grants for the purchase of fixed assets, are recognised in full in the Statement of Financial Activities in the 
year in which they are receivable.

 Income from activities to further the charity’s objects and investments are included in the year in which it is receivable.

2.4.  EXPENDITURE ON CHARITABLE ACTIVITIES 
Expenditure is recognised on an accrual basis as a liability is incurred. Expenditure includes any VAT which cannot be fully 
recovered, and is reported as part of the expenditure to which it relates.

 Expenditure on charitable activities are recognised in the year in which they are incurred.  

  Support costs are those costs incurred directly in support of expenditure on the objects of the charity and include project 
management.

2.5.  TANGIBLE FIXED ASSETS AND DEPRECIATION 
Tangible fixed assets are stated at cost less accumulated depreciation. Depreciation is provided at rates calculated to write off 
the cost less residual value of each asset over its expected useful life, as follows:

 Fixtures, fittings and equipment – 33% straight line p.a.

2.6.  INVESTMENTS 
Investments held as fixed assets are revalued at mid-market value at the balance sheet date and the gain or loss taken to the 
statement of financial activities.

1.7.  INTEREST RECEIVABLE 
Interest on funds held on deposit is included when receivable and the amount can be measured reliably by the  charity; this is 
normally upon notification of the interest paid or payable by the Bank. 

2.8.  IRRECOVERABLE VAT 
All resources expended are classified under activity headings that aggregate all costs related to the category.

2.9.  DEBTORS 
Trade and other debtors are recognised at the settlement amount due after any trade discount offered. Prepayments are 
valued at the amount prepaid net of any trade discounts due.

2.10.  CASH AT BANK AND IN HAND 
Cash at bank and cash in hand includes cash and short term highly liquid investments with a short maturity of three months or 
less from the date of acquisition or opening of the deposit or similar account.

Notes to the financial statements for the year ended 31 December 2016
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3. DONATIONS AND LEGACIES
  Unrestricted 2016 2015
  funds Total Total
  £ £ £
Donations 5,116 5,116 2,500
Membership subscriptions 11,506 11,506 13,619
  16,622 16,622 16,119
 
The income from donations was unrestricted and amounted to £5,116 (2015 : £2,500) from RM Currie Memorial  Fund to advance the activities 
of the charity.

4. INCOME FROM INVESTMENTS Unrestricted 2016 2015
  funds Total Total
  £ £ £
Listed investment income 6,608 6,608 5,815
 

5. INCOME FROM CHARITABLE ACTIVITIES Unrestricted 2016 2015
  funds Total Total
  £ £ £
Advertising revenue and journal subscriptions 10,273 10,273 9,815
Examination entry fees 4,350 4,350 4,360
General 10,186 10,186 23,763
  24,809 24,809 37,938
    

6. EXPENDITURE ON CHARITABLE ACTIVITIES
   Advertising 
  Membership and journal
  subscription subscription Examinations Governance 2016 2015
Costs directly
allocated to activities  £ £ £ £ £ £
Basis of allocation – Direct
Examination charges - - 535 - 535 476
Journals printing, postage and related costs - 32,893 - - 32,893 32,739
Telephone 140  - - 140 140
Conference costs 1,638  - - 1,638 2,099
Sponsorships and awards 289 - - - 289 100

Support costs allocated to activities
Basis of allocation – to main activity
Committee meeting expenses  - - - 6,415 6,415 3,344
Insurance - - - 854 854 846
Outsourcing administration costs 31,481 - - - 31,481 30,589
Printing, postage and stationery 1,612 - - 255 1,867 1,523
Computer costs 447 - - - 447 423
Professional fees 48 - - - 48 48
Bank charges 78 - - - 78 234
Irrecoverable VAT 5,165 - - - 5,165 5,702
Audit fees - - 2,790 2,790 2,775
General expenses 47 - - - 47 265
Subscriptions to other organisations           -           -           -           -           -      623
   40,945 32,893      535 10,314 84,687 81,926

2.11.  CREDITORS AND PROVISIONS 
Creditors and provisions are recognised where the charity has a present obligation resulting from a past event that will 
probably result in the transfer of funds to a third party and the amount due to settle the obligation can be measured or 
estimated reliably. Creditors and provisions are normally recognised at their settlement amount after allowing for any trade 
discounts due.

2.12.  FINANCIAL INSTRUMENTS 
The charity only has financial assets and financial liabilities of a kind that qualify as basic financial instruments.  Basic financial 
instruments are initially recognised at transaction value and subsequently measured at their settlement value with the 
exception of bank loans which are subsequently measured at amortised cost using the effective interest method. 

2.13.  ALLOCATION OF SUPPORT COSTS 
Support costs are those functions that assist the work of the charity but do not directly undertake charitable activities. 
Support costs include outsourcing administration costs, finance, printing, postage and stationery, professional and governance 
costs which support the Institute programmes and activities. These costs have been allocated between cost of activities in 
furtherance of the objects of the charity ( note 6 ). 
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7. EMPLOYEES
Employment costs
No salaries or wages have been paid to employees, including the trustees, during the year. No members of the management committee 
received any remuneration during the year. Committee meeting and travelling expenses amounting to £6,415 (2015 – £3,344) were reimbursed 
to 7 (2015 – 7) members of the management committee. No trustee or other person related to the charity had any personal interest in any 
contract or transaction entered into by the charity during the year (2015 – Nil).

No salaries or wages have been paid to employees, including the trustees, during the year.

Number of employees

The average monthly numbers of employees (including the trustees) during the year, calculated on the basis of full time equivalents, was as follows:

     2016   2015
     Number   Number
          7        7
Out of pocket expenses were reimbursed to the trustees as follows:  
     2016   2015
     £   £
Travel, accommodation, stationery  6,415 3,344
 

8. TAXATION
The charity’s activities fall within the exemptions afforded by the provisions of Part 10 Income Tax Act 2007 or  Section 256 of the Taxation of 
Chargeable Gains Act 1992 to the extent that these are applied to its charitable objects. Accordingly, there is no taxation charge in these accounts

9. TANGIBLE FIXED ASSETS  Fixtures, fittings and equipment Total
Cost
At 1 January 2016 and  £ £
At 31 December 2016  9,475 9,475

Depreciation
At 1 January 2016 and
At 31 December 2016  9,475 9,475

Net book values
At 31 December 2016          -         -
At 31 December 2015          -         -

10. FIXED ASSET INVESTMENTS  Listed investments Total
Valuation  £ £
At 1 January 2016  160,443 160,443
Disposals  (161,229) (161,229)
Revaluations            786           786
At 31 December 2016              -             -
Historical cost as at 31 December 2016              -             -
Historical cost as at 31 December 2015  100,000 100,000

11. DEBTORS  2016 2015
   £ £
Trade debtors   397 699 
Other debtors   1,485 740
Prepayments        887       854
      2,769    2,293

12. CREDITORS: amounts falling due within one year  2016 2015
   £ £
Trade creditors  4,482 6,889
Other creditors  25,588 25,038
Accruals and deferred incoming resources (Note 14)     7,624   9,591
     37,694 41,518
The Royal Bank of Scotland has a charge on the cash in deposit account of the charity’s bank account.       

13. CREDITORS: amounts falling due after more than one year  2016 2015
   £ £
Accruals and deferred incoming resources (Note 14)   14,774 12,446
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14. ACCRUALS AND DEFERRED INCOMING RESOURCES  2016 2015
Advance subscriptions  £ £
At 1 January 2016  16,526 12,075
Increase in year  4,405 9,812
   20,931 21,887
Released in year     (2,078)   (3,395)
At 31 December 2016     18,853   18,492 
Included in accruals and deferred incoming resources are lifetime-membership subscription receipts.  
Income will be released to the statement of financial activity over the estimated lifetime of members of 10 years.

15. ANALYSIS OF NET ASSETS BETWEEN FUNDS  Unrestricted funds Total funds
Fund balances at 31 December 2016 as represented by:  £ £
Current assets  436,736 436,736
Current liabilities  (37,694) (37,694)
Long-term liabilities     (14,774) (14,774)
       384,268 384,268

16. UNRESTRICTED FUNDS    
  At 1 January Incoming Outgoing           Gains and At 31 December
  2016 resources resources (losses) 2016
  £ £ £ £ £
 General fund   420,130   48,039   (84,687)      786   384,268
 
Purposes of unrestricted funds
The Institute has as its main objective the promotion of science, technology, practice and profession of Management Services which results in 
the advancement of the efficiency, productivity and satisfaction of human work.

The purpose of the unrestricted funds is the dissemination of knowledge and information on productivity improvement both to its members 
and the public in general, in order to improve the financial viability of both companies and countries across the world. The increasing realisation 
of the role that productivity improvement can play in ensuring the economic well-being of all is an indicator of the success of the Institute over 
the past 47 years.

17. RELATED PARTY TRANSACTIONS
The institute co-operates with the RM Currie Memorial Fund which is a charity dedicated to advancing the concept of productivity. The Institute 
appoints the trustees to the RM Currie Memorial Fund and presently three trustees of the Institute of Management Services also serve as 
trustees to the RM Currie Memorial Fund. They are David Blanchflower, John Heap and Richard Taylor. During the 2016 financial year, one 
transaction took place between the two charities with the RM Currie Memorial Fund donating £4,500 to enable the Institute to undertake a 
membership recruitment campaign.

18. COMPANY LIMITED BY GUARANTEE
The Institute of Management Services is a company limited by guarantee and accordingly does not have a share capital. Every member of the 
company undertakes to contribute such amount as may be required not exceeding £1 to the assets of the charitable company in the event of its 
being wound up while he or she is a member, or within one year after he or she ceases to be a member.



With the advent of life membership 
we are attracting new members. There 
are still people who are engaged in 
management services who are not 
members and we would like them to join 
the Institute.

We can use our ‘direct entry’ route to fast 
track this and information is available 
from Brooke House.

We very much hope that our existing 
members will make potential members 
aware of this option.

Why Don’t YOU  
Join the IMS

What Next?
Contact the IMS for an application form
W:   www.ims-productivity.com
E:   admin@ims-productivity.com
T:   01543 266909

   Brooke House, 24 Dam Street,  
Lichfield, Staffs WS13 6AA

• Actively promoting the IMS in your place of work 

•  Encourage colleagues at work as well as  
professional and social contacts to join  
the Institute

•  Refer potential new members to the Journal  
as an example of what the IMS is about

•  Remind potential members of the benefits of IMS 
membership, eg, education system, regional structure, 
recognised professional qualification

•  Up to the minute information via the IMS Journal and 
website professional support

• Undertaking contract/consultancy work


