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I have been elected as your Chairman for the second time and 
I deem it an honour and privilege to accept the position. I 
take over from Julian Cutler who has done a sterling job over 

the last four years. He has left the Institute in a strong position 
both in terms of recruitment of new members and our finances, 
which are now showing a small surplus.

Julian chose not to stand for re-election at this year’s AGM. He 
has assured me, however, that he has not left forever and may 
wish to return in a few years time. We would certainly welcome 
him back. I would personally like to thank him for all the work 
he has done for the Institute and wish him well for the future. 

When Julian decided not to stand for Council, a vacancy 
needed to be filled. I am pleased to advise that Mr Ian Bromley 
will fill that vacancy and I look forward to welcoming him to 
his first meeting early in the New Year. Ian has a wealth of 
experience in the productivity profession and I am sure he will 
make a valuable contribution to the Institute in the years to 
come. 

2020 will be a year of change for the Institute. For many 
years the Institute’s administration has been outsourced to 
CAATS (Peter Grice) in Lichfield. Due to the approaching end 
of this outsourcing arrangement, we have decided to progress 
and independently occupy a modern, ground floor office at 
the Lichfield Business Village located in the City centre. We are 
pleased that Mrs Lynette Gill will continue to be the Institute’s 
Admin Manager, so there should be no problems with continuity 
of the service. I am extremely pleased that Lynette has agreed 
to come with us to the new premises, as her knowledge and 
experience in running the administration for the Institute is 
invaluable. I would also like to acknowledge the work done 
by Council members David Blanchflower and Richard Taylor in 
making this change as smooth as possible. 

With regard to the future, the subject of productivity and 
productivity improvement could not be more in the news at 
present, with politicians waxing lyrically on its importance. 

Whilst we in the profession don’t need to be reminded of how 
important it is, it is up to us to capitalise on this resurgence. This 
will be an essential part of our strategy as we move forward.

We already have a strong team in place, starting from the 
top. Our President Professor Colin Coulson-Thomas has, since 
his appointment, vigorously promoted the Institute at every 
opportunity. He is a world renowned expert on business 
transformation and is a champion of the productivity message, 
particularly in relation to sustainability and the environment. 
I am pleased to announce that Colin has been inducted as a 
Fellow of the World Academy of Productivity Science (see page 8 
for details). Congratulations and well done!

The rest of the team is particularly strong; David Blanchflower, 
Treasurer, who has carried out that role for more than 20 
years; Richard Taylor, Chair of Membership, who is principally 
responsible for the increase in new members; Simon Tate, Chair 
of Education, who has continued to support recruitment through 
student membership; Mostyn Lewis, John Davies and of course 
our newest member, Ian Bromley. A formidable team indeed. I 
look forward to leading them in our quest for continued success 
in 2020 and in spreading the productivity message.

Finally, can I take this opportunity to wish you and your 
families a very merry Christmas and a prosperous and productive 
New Year. 

Dr Andrew Muir 
Chairman

A very merry Christmas and best 
wishes for a prosperous New 
Year to all our members

2020: A year 
of change for 
the Institute
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SCOTTISH REGION

Visit to Amazon’s 
Fulfilment Centre 

Institute members and guests visited 
Amazon’s Fulfilment Centre in 
Dunfermline. Everything is impressive 

about the centre. The size of 14 football 
pitches, covering some one million 
square feet, it is the second largest in 
the UK. It employs 1500 permanent 
employees (called associates) increasing 
to 4500 during the Christmas period.

Although a fairly simple process of 
goods in/goods out, it is the sheer volume of goods received, 
sorted and dispatched that is mind boggling. Six million bins, 
250 million products, more than four miles of conveyor belts, all 
tracked by bar codes. The audit trail is comprehensive with every 
detail at each stage of the process monitored.

Most companies are customer orientated or customer driven. 
Amazon is customer ‘obsessed’! A term used frequently during 
the visit by our tour guides Debbie and Pauline.

Interestingly, the Dunfermline Centre is the only returns centre 
in the UK. So if you live in London and, you have a product to 
return for what ever reason, it ends up in Dunfermline. The 
company is also very environmentally aware. All boxes and 
packages (some 27 different sizes) are manufactured from 
recycled material. Even the paper roll on which the bar codes 
and labels are adhered to, is shredded and used for animal 
bedding. 

Employees are of course, at the heart of the organisation 
and the emphasis very much on safety and employee welfare. 
There are vending machines throughout the centre where an 
employee can access ear defenders, gloves, package openers, 
etc, all they have to do is type in their employee number. 
There are three themed breakout facilities (Star Wars, Game 
of Thrones and T in the Park) for those not wishing to use the 
canteen – which is subsidised. Employees are paid £9.50 an hour 
and work a 10 hour day, four days a week, with two 15 minute 
breaks and one of 30 minutes. They are encouraged to study 
and there are training subsidies for those who wish to do so.

During the visit there was one container lorry of goods leaving 
every hour but this increases to one every 10 minutes during the 
peak period. The fastest time from a customer placing an order 
to receiving that order is 10 mins. Yes, 10 minutes – a record 
apparently – impossible if you ask me!

Is Amazon successful? Well it has been for its founder and 
CEO Jeff Bezos. He started Amazon in 1994 selling books from 
his garage at his rented home in Bellevue, Washington and, 
for the last two years he has topped the Forbes’ Rich List, with 
a staggering fortune of $131 billion. The richest person in the 
world!

My thanks to our tour guides Debbie and Pauline and, of 
course, to Amazon CEO Jeff Bezos.

Dr Andrew Muir
IMS Chairman 

IMS relocating to  
its own office

 

We are pleased to update you about a progressive 
development, with IMS moving to its own office on 
Wednesday 18 December 2019.

For many years, IMS admin has been outsourced. Due to 
the approaching end of this arrangement, IMS has decided to 
progress and independently occupy a modern, ground floor, 
fully serviced and furnished office of modest proportions in 
the attractive setting of the Staffordshire University Business 
Village in Lichfield.

It is conveniently situated within the Business Village 
building and with access to a good adjacent meeting room 
and only a short walk to the amenities of Lichfield Centre. It is 
very cost effective and has modest lease term liability.

Lynette Gill will be the IMS admin manager and continue 
her support to the growing membership numbers and 
education activities. The office address and contact details 
are:

 
Institute of Management Services
Lichfield Business Village
Staffordshire University Centre
Friary Way, Lichfield
WS13 6QG
 
Contact: Lynette Gill
Unchanged email: admin@ims-productivity.com
 
A new phone number will be necessary and members will be 
notified on the Institute website www.ims-productivity.com

 
The office will be closed after 19 December for a two week 
break, then fully operational in the New Year from 6 January.
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IMS AGM 2019: Building a 
Community for the Future
On 4 October, members and guests attended the 2019 IMS AGM at The George 
Hotel in Lichfield. Guest speakers included Jun Du, Professor of Economics at 
Aston University, Adrian Lydall and Robert Oakes of Jaguar Land Rover.

The Institute of Management Services held its Annual 
General Meeting at The George Hotel in Lichfield on 4 
October, where members and guests learned about the 

financial performance of the Institute and its plans for the 
future, as well as hearing from a variety of productivity experts 
who gave some interesting and informative presentations. 

Chairman Julian Cutler opened the meeting by welcoming 
everyone: “2018 has been a very successful year for the 
Institute,” he said, “we have balanced the books and taken 
positive actions to secure our financial position.”

“We want to build our community even though our 
membership is spread far and wide geographically, and electronic 
communications have gone a long way to achieve this. Our main 
aim is to continually improve our services to our members.”

The formal segment of the meeting included approving 
the accounts and amended articles of association, confirming 
a by-law change, approving the auditors and appointing 
three new Council members. Treasurer David Blanchflower 
then expanded a little on the accounts and explained 
that although the year actually finished with a deficit, the 
Institute managed to make a profit of £10,000 due to reduced 
operating costs and efficient housekeeping.

Julian also commended the work of President Colin Coulson-
Thomas for his unstinting promotion of the Institute. Colin 
presents at conferences and events all over the world and takes 
every opportunity to promote the Institute and its policies.

Delegates then discussed the ongoing strategy and future 
plans of the IMS, and how the organisation might expand 
internationally, as well as how the Institute might become 
more influential on a global scale. There was also an in-depth 
discussion about the Institute’s plans to develop a robust , 
approved CPD programme for members.

Members were informed that Julian would be standing down 
as Chairman and he was thanked for all the hard work he has 
done throughout his four year tenure. President Colin Coulson-
Thomas presented Julian with glass plaque from the Institute 
and wished him well.

Key AGM take away messages

• Journal now in digital format which has cut down costs 
considerably

• Marked increase in students attending the IMS training 
programme – 13,000 currently undertaking training course
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Jun Du, Professor of 
Economics at Aston 
business School, Aston 
University

Productivity Puzzles: 
What Have We Learned?
Why is the productivity puzzle 
relevant asked Jun, whose 
presentation centred around 
research that has been carried 
out at the University. 

Key research at Aston 
University has tried to find 
out how to make the UK an 

effective trader, how we can use the skills we have in the UK 
more effectively and how the digital economy is affecting 
productivity and growth. Jun spoke about the research and how 
it has attempted to resolve the productivity puzzle.

“A few years ago, productivity was very difficult to sell as 
no-one really seemed to care. However, in the past 10 years 
this has changed and now productivity is prominent. As 
economists, we have been very aware of this. We seem to be 
in trouble and people are starting to realise this.”

The UK’s strengths include a good education system, both 
academic and vocational, Jun told delegates, and has a 
strong emphasis on STEM subjects, however skills training 
needs improvement and many companies do not understand 
the importance of training for staff and how this may affect 
their overall success and potential for growth. 

“The UK has some strength in the services industry,” said 
Jun, “However, to excel, they should learn some lessons from 
manufacturing industry.” 

Key take-away messages

• The UK has had the slowest productivity rate since 2008
• Capital investment is low in the UK and decreasing
• More firms are closing than starting up
• The UK has excellent high skills but is challenged in low 

and medium skills; there is a mismatch between supply 
and demand

• Successful organisations innovate on a regular basis
• Organisations must guard against becoming less 

effective which may lead to lower productivity levels

Customer and Performance Support
Professor Coulson-Thomas
HonFMS, President IMS
President Colin Coulson-Thomas’ presentation focused on 
finding out what a customer wants and how to deliver it, 
and why some companies are more successful at doing that 
than others. He described some of the work his company has 
done with organisations looking to change their approach 
to customer service and delivery.

“The customer creates the value and generates the 
income. Understanding the customer is critical to reducing 
any issues and organisations are very often the barriers 
between people and what they want rather than the 
facilitators,” said Colin. “Understanding what makes your 

“Comparisons 
globally and 
regionally reveal 
that productivity is 
the only thing that 
matters in the long-
term as it drives 
sustained growth.”

Professor Coulson-
Thomas, HonFMS, 
President IMS

“Everything needs 
to be in the right 
place at the right 
time. It is important 
to remember that 
the customer is 
paying for the car 
rather than the 
operator or his/her 
time.”

products or services better than others is key.”
“The real challenge is how to make it easy for the person 

to attain the offering and support they need. Ensure that 
you have people in the frontline who are effective and 
satisfy the delivery needs of the customer. 

“Teach people why things do not fit – help people to do 
the right thing. Performance support is essential – you really 
do get out what you put in. Real customer services genuinely 
helps people to understand the options and buy what is 
relevant for them.”

Key take-away messages
• 
• What do higher performers do differently?
• Why are some people more effective than others?
• It is important to identify critical success factors (CSFs)
• Winners ruthlessly prioritise
• Losers are undisciplined and reactive
• Successful firms are not afraid to take a different 

approach

Adrian Lydall, MMS 
Principal Industrial 
Engineer
Jaguar Land Rover
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Professor Colin Coulson-Thomas, IMS President, was 
inducted as a Fellow of the World Academy of Productivity 
Science (WAPS) at the World Confederation of Productivity 

Science event held in China in November. Professor Coulson-
Thomas is a world renowned expert on business transformation 
and a champion of the productivity message, particularly in 
relation to sustainability and the environment.

The citation from the World Academy reads: ‘Colin Coulson-
Thomas has been elected to the World Academy of Productivity 
Science by virtue of significant and long-lasting contributions to 
the improvement of quality of work, quality of work life, quality 
of life and productivity’.

The World Academy of Productivity Science is part of the 
World Confederation of Productivity Science whose motto is 
Peace and Prosperity through Productivity. There is a maximum 
of 500 Fellows in the world at any one time.  

www.wcps.info
IMS Chairman and WAPS Fellow (1999) Dr 
Andrew Muir Congratulates Professor Colin 
Coulson-Thomas on Receiving his Fellowship.

WAPS Fellowship Medal

IMS President elected  
Fellow of the WAPS

JLR Productivity & Line Balancing
Adrian Lydall, MMS Principal Industrial Engineer and 
Robert Oakes, Industrial Engineer, Jaguar Land Rover
Adrian, together with colleague Robert, shared with delegates, 
their work in the past four years within some of the production 
lines at Jaguar Land Rover with the aim of making the process 
more productive in terms of staffing and factory layout.

By making the production lines more efficient,  Adrian and 
his colleagues have managed to save approximately £100 
million in a four year period.

“It became clear to us that our current practices were not 
sustainable and that we had too many people who were not 
working their stations effectively, which was affecting not 
only the volume of cars produced but also their quality. It was 
obvious that we were not employing tools correctly and that 
people weren’t working efficiently.”

President Colin Coulson-Thomas’ presentation to past-Chairman 

Julian Cutler for his hard work and commitment to the Institute. 

“Increasing recognition of the IMS has 
been my prime task since I was elected 
in 2018.” 

IMS President Colin Coulson-Thomas

Adrian described the processes that the company went 
through to improve productivity on the line, and the different 
methods of measuring output and productivity. They also 
praised the training that Scott-Grant provided which, they told 
delegates, was invaluable to grow not only knowledge within 
the company but also the organisation’s industrial engineers.

“The layout at station is very important – products should 
be arranged to be close to the area of the car where they will 
be needed and close enough to the person that they don’t 
have to run around finding it – all in the right place at the 
right time when needed and easily accessed by the operator. 
Remember, the customer is paying for the car rather than the 
operator or his/her time.”

Key take-away messages

• Understand what you will have influence over and what 
you will not

• Ensure you have your measurements correct to begin with
• Study the whole build and all the processes
• Maximise the value of your employees

“Whatever car comes to us 
we know we will not have a 
problem building it.”



9Management Services 
Winter 2019

BOOK REVIEW
Title:  The Digital Big Bang – The hard stuff, the soft stuff 

and the future of cybersecurity
Author: Phil Quade
Publisher: John Wiley & Sons (2019) 
ISBN: 10: 1119617367
Pages: 306

The book’s author Phil Quade, 
serves as Fortinet’s Chief 
Information Security Officer 
(CISO) and has more than three 
decades of cybersecurity and 
networking experience working 
across foreign, government 
and commercial industry 
sectors at the National Security 
Agency (NSA) and US Senate. In 
producing the book, Phil is ably 
assisted by contributions from 
32 interdisciplinary cybersecurity 
experts in the field, who 
provide a widely diverse picture 
of cybersecurity and its function.

In reading this book, one 
learns that the science of cybersecurity requires that we identify 
the fundamental elements, how they relate to one another, and 
work with them scientifically. Having identified the fundamental 
elements we will be able to reach conclusions that will empower us 
to thrive in the digital age.

One section of the book looks at cybersecurity training and 
whilst indicating that knowledge and experience are fundamental, 
the practitioner also requires qualities like critical thinking, natural 
curiosity, problem-solving ability and diversity of thought, all of 
which are the skills required of a productivity practitioner.

According to the author, the most fundamental particles of 
cybersecurity are Speed, Integration and Authentication, without 
which we are doomed to insecurities and inefficacies. Since security 
always slows things down, security without speed is a losing 
proposition. Similarly, security is only as strong as the weakest 
link in the chain, so security must be based on the Integration of 
defences to leverage your strengths, rather than expecting your 
weakest point to be always better than the adversary’s strongest 
methods. The lack of trustworthy authentication has been the bane 
of the internet since its very inception. To achieve both optimal 
and functional cybersecurity, we must have speed, integration and 
authentication all in place. One without the others is a recipe for 
disaster.

The subject matter of this book is a complex one but is well 
presented in an easy to read format.

Title:  The Art of Communication – How to be authentic, 
lead others and create strong connections

Author: Judy Apps 
Publisher: Capstone (2019)
ISBN: 10: 0857088076
Pages: 208

The author Judy Apps 
has published five books 
on communication, she 
teaches ‘Voice of Influence’ 
courses and delivers keynote 
presentations, as well as 
coaching people from all 
walks of life – from corporate 
leaders to politicians, 
journalists and all who 
want to connect with more 
influence.

The book is written 
in order to assist the 
reader in developing their 
conversational skills, to enable 
them to connect with others 
in a meaningful way and to 
enable them to be more fearless, more genuine, more engaging 
and more creative.  

The author seeks to give the reader the necessary skills that 
will enable them to connect with others in such a way that a 
connection is made and the conversation is a joyful moment.

Communication is complex consisting of body language, 
fluency, vocabulary and a grasp of grammar. It also involves 
voice tones, facial expressions and gestures, all of which are 
covered in the book. 

The author explores the role neuroscientific advances play in 
defining the role the two separate hemispheres of the brain play 
in conversation.

This great little book has good tips and pointers all the way 
through. It is written in such a way that each chapter can stand 
alone and should assist in improving your conversation and 
presentation skills.

If your conversations are controlled and you lack ability 
to connect with other people, and you hold back for fear 
of revealing too much or saying the wrong thing, then this 
is the book for you as it will assist you in becoming a good 
conversationalist. 

The book is a handy pocket size and easy to read but a few 
sections of text are in very small type size. 



10 Management Services 
Winter 2019

The UK is lagging behind the world’s other advanced 
economies in the shift to robots and automation in the 
workplace – putting jobs, businesses and the prosperity 

of whole regions at risk, according to an influential group of 
MPs sitting on the Business, Energy and Industrial Strategy 
Committee.

The committee in its report published in September 2019, 
indicates that UK firms are losing out to competitors in the 
rest of the G7 after the UK government cut support for 
companies and failed to encourage investment.

Automation of industries from retail to manufacturing, 
promises to revolutionise how businesses operate but also 
raises the threat of huge job losses as robots replace people 
in some functions in factories and warehouses, and driverless 
vehicles displace humans in many tasks.

A more productive workforce signals stronger growth 
and healthier public finances. Productivity gains are vital to 
economic prosperity because it signals that more is being 
achieved by workers in less time. Gains are typically achieved 
through advances in technology and increased skill levels 
within a workforce.

In the UK, productivity growth has stalled since the 
financial crisis, putting it behind international rivals. The UK 
ranks fifth out of G7 leading industrial nations, with Canada 
and Japan having weaker levels of productivity. Germany is 
the most productive nation per hour, while the US is top for 
output per worker.

However, the committee said automation was on its way 
and that Britain needed to change – with investment in 
skills and training suited to the so-called ‘fourth industrial 
revolution’ – or be left behind.

In 2015, the UK had 10 robots for every million hours 

Research indicates that SMEs employing graduates have a 
better chance of innovating and hence thriving.

SMEs play a significant role in employment and as such 
are the backbone of the European economy. They provide two 
out of three jobs in the private sector and contribute over 56% 
of the value added created by businesses in the EU. 

According to the European Commission’s ‘Annual Report on 
European SMEs 2017/2018’, SMEs accounted for 52% of the 
cumulative increase in employment in the non-financial business 
sector from 2008 to 2017. Considering their importance for the 
EU economy, there is a growing need to help SMEs cope with 
the challenges posed by globalisation, demographic change, the 
rise of robotics and artificial intelligence. 

A team of researchers have concluded that innovation is 
key to dealing with these megatrends where graduates are a 
precious source. Dr Carolyn Downs of Lancaster University says: 

“SMEs are a major employer both in this country [the United 
Kingdom] and across the EU, and our research shows that the 
more graduates an SME employs, the greater the chances of 
developing a culture of innovation within that company. This, in 
turn, encourages growth both within the companies themselves 
and in the wider business sector.”

Dr Downs notes that innovation could also help with other 
key issues such as climate change. “One important area where 
SMEs have potential to lead the way is with green innovation, 
contributing towards combatting the climate emergency.” 
She adds that the existence of innovative thinking could also 
be beneficial for SMEs in several other areas. “Traditionally, 
innovation funding has been targeted at new inventions and 
products, but it can help across a wider range of areas, such 
as increasing productivity and other decision-making and 
development spheres.” 

UK economy has 
too few robots

worked, compared with 131 in the US, 133 in Germany and 167 
in Japan. By 2017, the UK represented just 0.6% of industrial 
robotics shipments.

Rachel Reeves, the Labour MP who chairs the committee, 
said: “The real danger for the UK economy and for future jobs 
growth is not that we have too many robots in the workplace 
but that we have too few. The government has failed to provide 
the leadership needed to help drive investment in automation 
and robot technologies.”

Full details of the report can be seen at:
https://www.parliament.uk/business/committees/committees-

a-z/commons-select/business-energy-industrial-strategy/
news-parliament-2017/automation-and-future-of-work-report-
published-17-19/

Empowering SMEs through innovation
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Wondering how to reduce costs,  
increase capacity or improve response?
For help to address your productivity challenges, why not involve  

Scott-Grant. Our independent, objective and cost-effective help is 

valued in every business sector. 

At Scott-Grant you’re at the home of knowledge and expertise in 

improving productivity.

Email us at productivity@scott-grant.co.uk 
Find out more on www.scott-grant.co.uk

Exposure to air pollution caused about 400,000 premature 
deaths in the European Union (EU) in 2016, according to 
new research by the European Environment Agency (EEA).

The report Air quality in Europe – 2019 finds that although 
Europe’s air is getting cleaner, persistent pollution, especially 
in cities, is still damaging people’s health. The researchers 
concluded that almost all Europeans living in cities remain 
exposed to air pollution levels that exceed the health-based air 
quality guidelines set by the World Health Organisation (WHO).

The new EEA analysis is based on the latest official air quality 
data from more than 4000 monitoring stations across Europe. 
Air pollution is now ‘the biggest environmental risk’ to public 
health in Europe, a report from the EU Court of Auditors said 
last year.

The three main pollutants are particulate matter (PM), 
nitrogen dioxide (NO2) and ground-level ozone (O3). According 
to the EEA analysis, fine particulate matter (PM2.5) alone caused 
about 412,000 premature deaths in 41 European countries in 
2016, and about 374,000 of those deaths occurred in the EU.

 The report notes that as well as damaging health and 
reducing life expectancy, poor air quality also causes economic 
losses – for example, through higher healthcare costs, reduced 
yields from agriculture and forestry, and lower labour 
productivity.

Clean air is good 
for business

The United Nations Climate Action Summit recognised 
the urgent need to act on climate and air pollution. 
It was a clear message to the world leaders gathered 

at the General Assembly, that in order to solve the global 
climate and air crisis businesses need to play a key role.

The World Health Organisation has analysed that air 
pollution affects more than 90% of the world’s population 
– making this a global health priority that requires action at 
comparable levels by both the public and private sectors.

Poor air quality can have a very negative effect on 
economies, leading to trillions in costs particularly in 
healthcare and reduced labour productivity. Poor air quality 
makes it much more likely that employees will get sick – 
from coughs and sore throats to lung cancer and heart 
disease – and that cognitive performance will drop, and 
productivity with it. It is predicted that by 2060, there will be 
3.8 billion lost working days annually due to the effects of 
air pollution.

Air pollution in 
the European 
Union
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LET’S GET PRACTICAL

There are still many missed opportunities in so many 
business sectors to impact performance and improve 
productivity. The benefits that can be derived from 

quicker changeovers are considerable, and yet often the 
opportunity to apply these procedures is not always recognised.

To clarify
Changeovers originated in manufacturing, aimed at 
minimising the time to change tool sets, so it was known as 
SMED: Single Minute Exchange of Dies. Many changes involve 
much more than a few minutes’ time – it could be hours or 
even days. In sectors other than manufacturing there are 
often regular make ready/preparation changeover activities 
which can benefit from this proven methodology. 

Changeover time is going to interrupt processes and 
activities to some degree, hence the impact on performance. 
So, identifying the opportunity to then focus on streamlining 
and improving all aspects of changeovers is vital – and well 
worth investigation. Changeovers happen in all walks of life 
and in all business sectors – but do we always see them?

Take as an example a Formula One driver making a pit stop 
to change four tyres. In July this year the world record was 
broken with an incredible team effort of 1.88 seconds. This 
process is the embodiment of effective changeovers when 

The Impact of Changeovers 
on Performance

every aspect of the operation has been considered, has been 
streamlined, has been prepared for in absolutely every detail 
and then has been executed flawlessly. However, 1.88 seconds 
is literally a tyre change time – and just look at how many 
people are involved in achieving that.

How do you measure changeover time or process 
downtime? In a manufacturing sense, it is described as “the 
time between the last good item off one ‘run’ and the first 
good item off the following ‘run’”. Relating this to the F1 

Time for your annual performance rating check?

Book your place on our IMS endorsed Rating Clinic – 
available around the UK – and be sure you’re operating to 
the British standard.

Look for details in www.scott-grant.co.uk/study-productivity
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tyre change, the real changeover time should include from 
the deceleration from racing speed into the pit lane, to 
recovering racing speed having rejoined the race. This could 
add another 30 seconds to the 1.88. Changeover time can 
apply to processes and activities in any industry sector.

In some situations, the process downtime is the critical 
factor but if there are several people involved in a team, 
there are also significant staffing costs. 

What is the principle of quicker changeovers? Quite simply, 
to better organise activities so that only absolutely necessary 
activities happen in the changeover periods. Many can 
normally be performed either before, or after, or by someone 
else − and other activities are hopefully eliminated. It is about 
preparation, attention to detail, looking at what happens 
both before and after the activity under investigation, to 
ensure any holdups and delays are avoided, having material 
and equipment to hand, and ensuring that any technical and 
quality checks are done promptly. Everyone involved should 
be fully aware of their role in the process.

Let’s review where changeovers happen in various sectors: 
off-loading and re-loading vehicles, changing labels on a 
packaging flow line, getting passengers on or off a ‘plane, 
processing batches of invoices, turning round a freighter to 
hit the right tide, emptying and filling a busy passenger or 
goods lift. You see how myriad are the opportunities to effect 
performance improvement across the ‘board’.

Quicker changeovers involve planning, training, targets, 

motivation and of course the Lean principle of avoiding or 
minimising all forms of wasted or unnecessary effort. It can 
have a compounding effect with later delays, cost, energy, 
space etc. All contradict a vital Lean principle: Flow.

In summary
Have a good think and with some imagination, look for the 
opportunities we are involved in daily that are changeovers. 
In business they often include activities that are unnecessary 
and which don’t add value – the ultimate waste.

When reviewing a changeover, there is the overriding 
need to look for opportunities to make things happen more 
quickly, more effectively and more efficiently. After all, when 
it comes to improving productivity 

•  being effective = doing the right things
• being efficient = doing things right
• being productive = doing the right things well – all the 

time.

And remember that improved productivity is a consequence 
of good organisation and management – more so than just 
an individual trying to work harder.

If there’s anything in this article you’d like to discuss, simply 
Email your query to productivity@scott-grant.co.uk and a 
qualified and experienced analyst will respond.

Time for your annual performance rating check?

Book your place on our IMS endorsed Rating Clinic – 
available around the UK – and be sure you’re operating to 
the British standard.

Look for details in www.scott-grant.co.uk/study-productivity

What is the principle of quicker 
changeovers? Quite simply, to better 
organise activities so that only 
absolutely necessary activities happen 
in the changeover periods.
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The AI Challenge

In this article, Ian Herbert and Alex Zarifis from 
Loughborough University look at a typical industry disruption 
scenario through the eyes of a hypothetical division 

that has been tasked by head office with planning a digital 
transformation. The current context and challenges of the 
hypothetical insurer are outlined first and then a plan to utilise 
AI is discussed.

    
The challenge of digital disruption
Backwater Insurance offers a portfolio of insurance products 
through three primary market channels. Key products are 
asset-based policies, such as motor and buildings insurance, 
and personal/entity risks (eg public liability insurance, life 
assurance, loss of trade, etc). Around 1.5m policies are sold by 
the Retail unit to individuals and small businesses in the UK. 
A second business unit (Industrial), sells similar products to 
very large organisations in English speaking countries across 
the world, and a third unit (Bespoke), specialises in evaluating 
and underwriting specialist risks, eg oil tankers and strategic 
infrastructure. Around 10,000 employees (was 11,000, 5 years 

ago) produce an annual turnover of just over £7.5 billion and 
an average operating profit margin of 5%. The three business 
units have very different revenues, but due to differing margins 
contribute equally to operating profit.

Backwater Ltd is a division of Gettingby PLC, a large, 
diversified, multi-national company listed in the UK. In the past 
five years, performance could best be described as ‘mature 
and stable’. Recently though, an activist shareholder has been 
agitating for a significant improvement in the share price. A 
new Group CEO, with a reputation for turnaround success, is 
very keen to create some good news for investors in terms of 
a new ‘direction of travel’. Due to recent boardroom changes, 
the Group has some breathing space to think beyond short-term 
cost-cutting and there are good reserves of cash. Unfortunately, 
there are relatively fewer ideas for improvement within the five 
divisions. 

Notes
Retail represents a high-volume sales operation based on 
national advertising and sports sponsorship. From past 

Industry conferences are awash with presentations on artificial intelligence (AI) 
and robotics. Suddenly, everything is possible and everything is changing. No 
longer is it an option to take a ‘wait and see’ approach! But, in practice, what 
should corporate management actually be doing about AI and how?   
By Ian Herbert and Alex Zarifis, Loughborough University.
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acquisitions, there are a few legacy sales/admin offices scattered 
around the UK although, 80% of business is now created 
through a direct website, referrals from comparison sites 
and telephone enquiries. Prices are given to salespeople but 
the central team are constantly adjusting them. The present 
emphasis is on increasing sales (at effectively the prevailing 
market rates) while keeping operating costs (mainly staff) down 
along with a ‘keen’ approach to assessing claims and minimising 
payouts through national purchasing contracts. 

Industrial employs more sales professionals who follow-up 
and close sales leads that have been generated through industry 
advertising and telephone canvassing. Sales representatives 
have little discretion to adjust pre-set prices, the skill is in 
understanding client needs, giving good personal service and 
knowing when to give incentives for additional business – which 
must be cleared with their country office. Sales commission and 
employment policies vary between countries. A central team co-
ordinates communication across those multi-national clients that 
have central purchasing policies. When a formal bidding process 
is required, mainly for public sector clients, the central team 
submits a tender document.

Bespoke emphasise clever networking, risk evaluation 
and negotiation by highly paid expert staff who have deep 
knowledge of the insurance market. A highly skilled trader 
decides what business to take, at what price/risk. It is very 
much an individual approach, but nonetheless, relatively easy 
to monitor performance over a year in terms of revenue versus 
claims. 

Planning for a new vision!
Mina Santos is the CEO of Backwater and has called a meeting 
with David Young, Head of Strategy, to discuss her recent visit to 
Head Office (HO).

Mina: HO want the whole Group shaken up: this division, 
in particular, is under the microscope! Basically, they see 
Backwater as a transactional process factory that is ‘heavy’ on 
people and therefore should have the potential to make step 
changes in efficiency and effectiveness through AI. Of course, 
I argued that we have been following developments in our 
sector and have a number of pilots running. Unfortunately, 
that was swiftly knocked back. Instead, I was asked how well 

we would cope if a digital ‘disrupter’ such as Amazon decided 
to offer insurance? 

David: That’s not a fair comparison!

Mina: I agree but I was promptly told that it is the benchmark 
that will be used from now on to evaluate our strategic planning 
processes.

More positively, the Board will offer £2 million seed-corn 
funding to two of Backwater’s five main divisions to develop a 
full AI strategy. They want us to prepare an outline strategy in 
two weeks’ time that explains in broad terms how we would use 
the £2m over 12 months to undertake research and work some 
ideas up to ‘proof of concept’ stage in order to develop a more 
detailed proposal that would explain in detail how we would 
invest up to £20m over five years to transform our business. 

David: Well we can definitely give them some projects.

Mina: Perhaps so, but a series of individual projects will not be 
sufficient. The Board are keen to understand what our overall 
vision will be to transform Backwater into a ‘data-driven’ 
business model, particularly how we would apply AI in the 
business. The key objective is to improve our ROCE. 

Personally, I’m never sure where strategy ends and business 
models begin. But, in the first instance, I need you to come up 
with a couple of pages for our senior management meeting in 
two days’ time. Remember, think Amazon and use Plain English, 
I need to keep our more conservative colleagues onboard. Oh, 
and there’s no pressure!   

David spends the next day doing some research and writes the 
following introduction.

A DIGITAL-FIRST BUSINESS MODEL FOR INSURANCE 

Introduction
Once the stuff of science fiction, artificial intelligence (AI) 
and robotic process automation (RPA) are rapidly becoming 
‘business as usual’ in a wide range of service sectors from 
health care to transport and logistics. Not surprisingly, there 

Figure 1: Organisation chart.
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is a lot of hype, either about whizzy technology and massive 
profits or, alternatively, about the long-term effects of workers’ 
relationships with ‘humanoid’ machines and the likely extent of 
job losses. 

The received wisdom seems to be that the low-level jobs will 
mostly disappear. However, this assumes (perhaps mistakenly) 
that intelligent automation will be based on how work 
is presently performed and in the context of the present 
workplace. It also underestimates the ability of AI to enable a 
number of technologies and organisational methods to coalesce 
and fundamentally reorient customers’ expectations. Moreover, 
AI looks set to ‘turbocharge’ the continued decline of middle 
management, leading to a hollowed-out organisation. This 
may have all sorts of consequences for individual careers and 
organisational talent management.

In order to respond to HO, I suggest that we think more 
generically about what we actually do for our customers, why 
they deal with us and how we presently organise our value-
chain to service their needs? Our mission to be ‘a trusted lifetime 
friend’ has served us well, and our present strategy clearly sets 
out our key products and sectors along with our objectives and 
goals. But, ‘clear’ does not, necessarily, mean ‘right’ and we have 
never really articulated what our overall business model is, or 
even how congruous our three different business units might 
be? Very crudely, strategy sets out the ‘what’ of our business 
rationale, but it is the business model(s) that sets out ‘how’ we 
will deliver the strategy, vis-à-vis, our competitors.

Amazon is a great example of a company based on data (see 
example), the problem for incumbent operators, like ourselves, 
is that such disruption creates a honeymoon period when 
both traditional and digital models co-exist: customer choice 
increases, and the overall market enjoys a fillip. But, as many high 
street retailers have found, the problem is that it is difficult to 
appreciate the long-term trend or to spot the exact tipping point 
when digital wins out and the traditional model is relegated to 
a supporting role. This proposal will discuss both our long-term 
digital vision and our more immediate business model. 

There may be trouble ahead!
At this stage, David was finding it difficult to go much further 
without more guidance on what the Board’s reaction might be 

Robots, informed by AI, 
can not only perform 
routine tasks but also add 
intelligent thinking to the 
process and its outcomes. 

Amazon as a digital first company
As an example, Amazon started out selling books. While many others had been doing 
that for years, Amazon offered only mail-order through a self-service website, supported 
by extensively computerised/automated operations and back-office administration. The 
long-term strategy was to be the ‘last man standing’ in the mail order goods market, 
and the company did not return a profit for many years. The business model was to sell 
off-the-shelf products through the website and operate a fast home delivery service. 

However, what many people did not appreciate is that behind the brown boxes and 
delivery trucks, Amazon was first and foremost a digital company. Unlike its competitors, 
it knew little about books and authors. Its strength was the ability to gather, curate and 
analyse enormous amounts of data from its own customers to identify market trends at a 
micro-level and give customers access to personalised information about (literally) millions 
of products. Like its fellow tech giant, Apple, it stitched together, mostly pre-existing 
proprietary technology, to provide great customer service. It was soon able to disrupt first 
bookselling, and then the wider retail sector. Many people do not realise that Amazon is 
now the leading provider of cloud computing services.
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to some of the more fundamental ideas that he was having. He 
arranged another session with Mina.

David: This isn’t straightforward. An overall vision is easy 
enough to see, albeit, somewhat harder to articulate, but 
where do we start? I’ve taken some soundings with the senior 
managers, and the broad consensus seems to be to ‘sprinkle’ 
AI throughout the business in lots of small projects on a sort of 
‘experiment and scale’ approach. 

Mina: Yes, a low-risk, incremental approach has served us 
well with the many improvements we’ve made in back-office 
processes, through the shared services programme. However, 
whilst we can accommodate ‘workarounds’ between separate 
systems when they are out of the customers’ sight, the AI 
agenda needs to be applied to front-facing operations, and that 
requires a broader, more joined-up, approach with a stronger 
end vision. This is what head office want to see.

David: Well, when I said that there was a consensus amongst the 
managers, the term ‘lowest common denominator’ is perhaps 
nearer to the truth. Indeed, there was quite a mixture of strong 
views expressed by individuals in different parts of the business. 

For example, the retail unit employs by far the greatest number 
of people, and some managers in the other two units say that 
we should start in Retail, where there are the greatest number 
of programmable transactions. Yet, the customer service teams 
say that it’s our people on the phones that give us an edge in 
the market, and we should not be replacing them with faceless 
robots. The central IT Director points out that we transferred 
the ERP system into the ‘cloud’ three years ago and, as a 
consequence, we lost most of our IT staff; the very people who 
could now provide the capability to implement AI. A senior 
manager, who did not want to quoted, told me that the lack 
of IT staff is likely a blessing because AI is vital to our future 
and the last thing we need is for it to become an IT project, 
rather than be business-led. The executives in the underwriting 
unit argue that our retail salespeople are already low-cost and 

automation will bring only marginal benefits. Instead, they want 
to see investment in big data analytics to help them to ‘work 
smarter’ in finding new niche products/clients, and so raise their 
margins. The central marketing director complains that some of 
our competitors on the retail side are already building better 
web interfaces to rival the ‘comparison’ websites. They are also 
using AI to augment their top sales operators while reducing 
lower-level, call handling, workers. Fortunately for us, most of 
the insurance sector is adopting a wait and see approach, and 
perhaps we still have a little breathing space?

Mina: I can see what you’re saying and maybe we are some 
way from achieving a cohesive vision. However, we need to 
demonstrate to HO that at least we have a systematic approach 
to our decision-making processes, even if there are going to be 
tensions for a while. Tell me what you think?

David: We should start with our financial model and explain 
how our various activities feed into ROCE, which is HO’s primary 
KPI. Our present approach is a tried and tested compromise 
between efficiency (doing things right) and effectiveness (doing 
the right things). We have a different approach for each of the 
three business units.

Mina: OK, I hadn’t thought about things that way. But, we 
don’t have a lot of assets, and with many premiums being paid 
upfront, surely ROCE cannot be the right measure for us? Hence, 
little emphasis in your diagram on reducing assets.

David: Agreed, but Gettingby’s other divisions are fairly 
traditional manufacturing industries, and so ROCE makes sense 
to them. By that logic, we could look at AI applications that 
reduce our non-current assets, which points us in the direction 
of the retail business, where reducing people reduces the need 
for computers and accommodation, etc But, that would hardly 
‘move the needle’ of our overall performance in terms of 
ROCE. In any case, we could largely achieve the same result by 
subcontracting voice operations to a BPO vendor or, arranging 
a ‘sale and leaseback’ on our freehold buildings. We’ve already 

Figure 2: Financial model.
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placed the ERP system in the Cloud on a ‘software-as-a-service’ 
basis. 

One thought. If we replaced ‘capital employed’ in the diagram 
with the number of people employed, then we have quite a 
different way of looking at things. This would help us to focus 
us on reducing the number of people in some areas to create 
better efficiency (the ratio of inputs to outputs) but, at the same 
time, signal that we also need clever people who can generate 
greater sales revenue per head at better margins in other areas. 

Mina: That sounds like a good basis for a long-term vision. In 
Retail, it also gives us some short-term wins to build credibility 
with HO, but it doesn’t really feel like it’s applying leading-edge 
AI especially when you throw in the reference to ‘robotics’. The 
brief is clearly about AI, and the manufacturing divisions have 
been using robotic tools for years. They will be way ahead of 
us. In any case, there is a danger that using robots in a service 
industry like ours will be seen as just brute force cost reduction, 
with the risk that we will just speed up the present mess and 
upset customers.

Towards some definitions 
David: Robotic process automation (RPA) and AI might crudely 
be seen as the difference between doing things and knowing 
things. However, there’s a considerable overlap between the two 
concepts. To do the right things, ‘right first time’, we need both 
the right knowledge and application.

Automation is focused on replacing human actions across 
relatively programmable activities. For example, in the Retail 
operations there are a myriad of voice snippets, keystrokes 
and decisions recorded when dealing with clients. Operational 
efficiency is about getting the inputs right so that the desired 
outputs will follow. For example, a first-generation car 
navigation system (satnav) merely automated the process 
of a human navigator reading out a set of directions at the 
appropriate part of the journey to get to a specified destination 
via a predetermined route, say, using the motorway. 

Robots, informed by AI, can not only perform routine tasks 
but also add intelligent thinking to the process and its outcomes. 
Smartphones now have satnav capability, but we don’t think 
of this as representing either AI, robotics or data analytics. The 
interface that we see is a clever combination of all three, and 
the app. is as good as free, which leads us all to think that it 
must be simple. Yet, behind the scenes, the app. is a combination 
of separate components that together make a ‘game-changing’ 
experience for road users. For example, Amazon delivery drivers 
do not need to have in-depth knowledge of their delivery area, 
and this enables Amazon to scale its operations across the world. 
I’ve drawn up an illustration of data applications in satnavs.

Automated data processing in satnavs
To take just four of the key components of a satnav app.: First, 
there is a massive amount of preloaded map data (historical) 
gathered, curated, stored and made available on demand. 
Second, is the satellite-enabled global positioning system 
(a proprietary data system). Third, continual sensing of the 
environment (the speed and volume of other traffic) spots and 
assesses the severity of traffic jams ahead (real-time data from 
an ‘OpenData’ provider, eg trafficmaster). Fourth, there is a 

Once the stuff of science 
fiction, artificial intelligence (AI) 
and robotic process automation 
(RPA) are rapidly becoming 
‘business as usual’ in a wide 
range of service sectors from 
health care to transport and 
logistics.
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means of interacting with the human driver (two-way voice 
communication and a graphical display) to suggest alternative 
actions or correct their errors (feedforward control). 

To translate all that into a practical example, if the motorway 
ahead is blocked, then the satnav will spot this by scanning its 
environment (actual traffic data) and suggest an alternative 
route towards the original destination. During this process, 
it will adjust the estimated time of arrival, and even suggest 
when and where to take a break. That could be critical for 
a lorry driver close to his/her allowable driving limit. In this 
way a satnav augments and improves human activity, making 
drivers more effective, whereas the usual image of the robot 
in a factory is about replacing very repetitive human labour, ie 
making the factory more efficient1.

Mina: Yes, I can see where you are coming from. Although, I 
confess that I’d not thought about satnavs quite like that. But, 
where does that takes us with our scenario planning for an 
insurance business?

David: The lesson from this is that we have to analyse our 
component activities in a different way and need to think how 
these might be reconfigured and combined, perhaps with 
proprietary algorithms/data sets in a different way that changes 
our wider business proposition. What do we want it to look like 
in, say, five years’ time? What technology packages are available 
‘off-the-shelf’? What needs to be developed from scratch? How 
can a number of individual components, when taken together, 
really change the way we do things?

Mina: You mentioned ‘algorithms’?

David: Sorry, think of these as computer programmes. 
But, in a service environment that can be misleading. In a 
factory, a robotic machine arm is programmed to carry out 
a predetermined series of mini-tasks to produce a specified 
outcome. In our case, we need to understand a customer’s asset 
and personal risk profile from the proposal they submit. Most 
of the required actions are programmable, and a quotation 
can largely be produced automatically, say for a customer 
using a comparison website. However, some responses may 
require customer clarification, additional data, approval from 
the team supervisor, or even authorisation from the ultimate 
underwriter. That is where the software has to be more flexible 
and undertake further investigations, perhaps throwing out 
a small percentage of queries to a human operator with a 
number of suggestions for action? 

In the case of a satnav, the algorithm may also consult other 
databases, inside and outside the company. For example, what 
is the credit rating of the customer? How relevant is that to 
driving a sports car safely? Is there a correlation between credit 
score and driving behaviour? Does the proposer have any 
other insurance history with us? In other words, the concept 
of a robot has progressed from merely a ‘dumb’ calculating 
programme to a ‘smart’ predictive algorithm, able to operate 
under various conditions of uncertainty. Further sophistication 
might come from letting the algorithm monitor claims and 
learn from its own decisions; eg did that sports car driver make 
a subsequent claim and whose fault was it? This is known as 
machine learning (ML).

There are several current implementations of AI in insurance. 
Firstly, there are voice assistants that utilise AI for the natural 
language processing used to communicate and the analysis. 
These voice assistants are utilised by both the customer and 
the employee. AI is also utilised for image processing such 
as handwriting recognition and evaluating damage from 
accidents. For audit, conforming to regulation and fraud 
detection, machine learning is used to review many cases and 
identify a subset of unusual cases for an employee to check2.

The point is that we need to analyse exactly how our 
customer service teams do their work, what queries they raise 
with customers, what decisions they make on rejections/prices, 
and how successful they are. Whilst managers can be expected 
to be quick to point out all the tasks that RPA and AI will not 
be able to handle very well, it may be that we decide that 
within our overall vision we will be better off conceding that 
business to smaller niche players. When should we concentrate 
on specifying the exact outputs of a process and when we want 
to harness AI to help us achieve that? 

There are a number of ways that we can cut this. Should we 
take a structural/technology-led approach to change, or should 
we look to change human behaviours/roles and use technology 
to augment human processes?

Mina: Well, which way is best?

David: That I don’t know and that’s what I suspect Head Office 
will be expecting us to discover in the seed corn phase before 
they invest £20m. There are other ways to approach this. For 
example, we could also choose to attack activities that have a 
high fixed cost element, turning them into variable costs. This 
may be important because AI development and operations is 
likely to add significantly to our fixed cost-base.

A tentative plan
Mina: While you were talking, I sketched out a framework that 
we could use to guide the discussions at the board meeting. Let 
me summarise where I think we have got to, so that you can 
make sure that I have understood everything correctly. 

There seem to be several ways to tackle this project, but in 
the first instance, we need to understand and re-engineer our 
basic processes. This starts by challenging whether the task 
needs to be done the same way as at present, or does it need 
doing at all? There are three key aspects.

First, there is a continuum of technology starting from the 
programming of routine work in the Retail unit, to highly 
sophisticated algorithms that could replace some of the risk 
evaluation and trading practices of our top traders. To make 
lights-out processing possible, we first need to re-engineer 
work to make it standardised, simplified and digitised. We can 
then codify explicit knowledge and embed it as automated 
routines in our processes. We can even codify some of the 
tacit knowledge that our top salespeople are using in their 
work and augment what they do through big data analytics 
that feed into decision-making algorithms.

Second, we need to think of our business as both enabled 
and constrained by people, and we can focus our AI 
programme on making their work more efficient and/or 
effective. ROCE is unlikely to be a satisfactory guide, but we 
can expect that HO will set a threshold return on investment 
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rate when appraising our request for capital investment.
Third, implementation planning will be key to success and 

we can use the diagram above as a framework for thinking 
through the three basic options; pursue either route A 
(efficiency-led, emphasis on robotics) or B (effectiveness-led, 
emphasis on AI) to start with but accept that both aspects will 
be necessary to get to the top right hand quadrant. Or, go for 
a ‘big-bang’ approach, Route C, using BPO vendors, consultants 
and proprietary software from start-up companies developing 
robotics and AI technologies to quickly transform. 
David: You have got a very good grasp of the issues, but a 
radical transformation of the business model will require a 
longer-term commitment that may not be beneficial for one or 
two years. 

Mina: That’s exactly right. But, both routes A and B can 
provide interim benefits that will build further support moving 
forward3. Indeed, the more incremental approach provides 
an opportunity to reflect and recalibrate the journey. On the 
other hand, route C, the ‘big-bang’ approach led by external 
consultants/vendors, requires total conviction in the new 
business model as we initially envisage it.

David: I’ll just add one thing for now. There are significant 
opportunities in achieving a vision of ‘lights-out’ processing 
and data-driven decision-making’, but significant benefits 
at a strategic level will not arise until we address both 
routes. Therefore, we need to think very carefully about our 
capabilities for both planning and implementing change. In 
other words, a co-ordinated organisational strategy will be as 

important as the specific technologies/vendors that we might 
choose.

Mina: Sounds good to me, please get this written up for the 
meeting.
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Figure 3: A framework for digital transformation.
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Our view of digital and other technologies depends 
upon our perspective, whether due to our position 
or which stakeholder group we belong to. It can 

be influenced by current pressures and/or a past experience 
and/or expectations. A cost accountant might be concerned 
with cost-effectiveness and controlling expenditure, while 
someone in sales might be more interested in revenue 
generation. Financial pressure and gloomy forecasts might 
result in an emphasis upon cost cutting rather than the 
creation of new options that cannot be funded. Good 
results and a brighter outlook might encourage a more 

entrepreneurial approach. 
Some people are sceptical or cynical. Others are ambivalent 

or may suspend judgement until they calculate whether 
a possible application of technology might benefit or 
disadvantage them. One person might celebrate the 
democratisation of access to devices and various apps, and 
welcome wider opportunities to participate as barriers to 
inclusion and competition are reduced. Another may be more 
concerned about the loss of control of personal data, what 
organisations know about us and a concentration of rewards 
of entrepreneurship. 

The Impacts of Digital 
and Enabling or 
Disruptive Technologies 

Professor Colin Coulson-Thomas.
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Perceptions and applications of emerging 
technologies
Our descriptions of new and evolving technologies are 
revealing. Describing them as ‘enabling’ might be regarded 
as positive. It could suggest a focus on the new possibilities 
that they might create. Referring to them as ‘disruptive’ 
could be evidence of concern for potentially negative 
consequences. Lack of awareness and being behind the curve 
could result in a technology that has been around for some 
time being described as ‘new’. Avoiding adjectives could be 
evidence of a neutral position or a more nuanced view.

In themselves, information technologies are neutral. 
Whether they help us or harm us depends upon how we 
use them, who uses them and for what purpose, and 
how they are adopted and implemented. What can we 
learn from past experience, particularly of the adoption 
of digital technologies and their impacts upon people 
and productivity? They can be deployed to squeeze more 
out of people or to better support them. Either way, the 
assessments of some stakeholders may differ from those of 
others, even within the same category. Thus some customers 
may be happier with automated processes than others, who 
might prefer some form of human interaction. 

We can also adopt digital and other technologies to 
improve existing activities, transform them or enable new 
business models. Expectations of changes in performance 
and productivity and the criteria used to measure success 
usually reflect which of these approaches are adopted. 
Higher returns might be expected from a transformation 
project in view of the greater levels of risk it often involves. 
If the intention is to transform the experience of customers 
and move a business to an online platform, the impact 
upon the people of an organisation might be regarded as 
consequential collateral damage. 

Where the involvement of people is critical to an 
activity or process, and their contribution cannot be easily 
automated or otherwise replaced, they may become the 
focus of an investment in new technology. Large sums 
are sometimes spent on recruiting expensive people 
who are not subsequently engaged, effectively used, or 
appropriately supported. As situations change, views of 
what represents ‘top talent’ can quickly become outdated. 
Many organisations would benefit from more flexible ways 
of making it easier for affordable people to understand 
complex issues and helping them to do important, difficult 
and stressful jobs1. Benefits might include higher motivation 
and creativity.

What can we learn from past 
experience, particularly of the 
adoption of digital technologies 
and their impacts upon people 
and productivity?
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Objective assessment of emerging technologies
Decisions on whether or not to adopt new and emerging 
technologies may need to be taken when little authoritative 
information is available on the experiences of earlier 
pioneers. By the time cautious boards react and initiate 
a catch up move more entrepreneurial firms may have 
already staked their claims in a new area of opportunity. It 
is sometimes difficult to learn from the mistakes of others 
when early adopters are keen to keep implementation 
issues under wraps to avoid alarming investors and other 
stakeholders.

Media reports and popular views can sometimes 
be misleading. Those who produce slides to show the 
exponential increase in the speed with which selected 
successful innovations have conquered existing markets or 
established new ones often overlook the number and cost 
of failed attempts and the length of time that can often 
elapse before what with hindsight may seem an obviously 
beneficial innovation is adopted. Long delays may occur 
before the lift off point from which take up may begin to 
be measured. Evidence provided by suppliers and sellers of 
digital and emerging technologies and the case studies they 
use invariably suggest success. In contrast, negative impacts 
and failures may be consciously ignored or hidden. 

Sometimes a technological breakthrough triggers 
successive waves of innovation. Those who succeed at 
riding an initial wave may later come unstuck and/or fall 
behind subsequent ones. Confronting technology options 
is sometimes reminiscent of playing a game of snakes and 
ladders, or entering a maze that has multiple dead ends 
as well as routes to more than one outcome, all of which 
turn-out to be staging points on ongoing journeys during 
which market leadership and competitive advantage may be 
difficult to obtain and retain, unless a degree of dominance 
is obtained early on. Even then, holding on to a leading 
position may require investments in continuing innovation 
that other players struggle to match. Technology that gives 
one an edge may also take it away again as it is adopted and 
developed by others. 

Helpful and harmful impacts
Objective overviews of overall investments in technologies 
across industries, sectors and business in general are often 
difficult to come by. Paul Strassman5,6,7, a serial CIO and 
former Vice President of Xerox identified the challenges of 
assessing the productivity impacts of investments in earlier 
generations of digital technologies and justifying them. He 
suggested the overall impact of early investments in digital 
technology was neutral. However, they widened the range 
of outcomes. Well-run businesses tended to be helped and 
to become more competitive as a result of their investments, 
while in contrast badly run and struggling businesses were 
often harmed or became worse. 

In practice, one encounters a spectrum of impacts as 
some adoptions are more appropriate and better handled 
than others. Some of those who adopt and implement 
technologies that for them are new seem to make more 
mistakes than the most fertile of minds would think possible. 
Certain organisations appear to have an almost unlimited 
capacity to misuse the most apparently benign technologies. 

Decisions on whether or 
not to adopt new and 
emerging technologies 
may need to be taken 
when little authoritative 
information is available 
on the experiences of 
earlier pioneers. 
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For example, in some organisations, many people spend 
much of their time sending each other time wasting emails 
rather than talking to each other and sorting important 
issues. Communication replaces thinking and decision 
making.

The potential for either helpful or harmful impacts of 
technology is reflected in contemporary debates, some of 
which appear to recur after an interval of years. An example 
is whether the wider adoption of artificial intelligence (AI) 
will increase or reduce employment. In reality, it is likely 
to do both, creating opportunity for some and providing 
a challenge for others. The net effect will depend upon 
entrepreneurial flair and committed implementation. AI is 
also a good example of how technologies that have great 
potential are sometimes among the slowest to be adopted. 
To discuss and endeavour to assess the actual impacts of 
technologies, we need to consider particular adoptions and 
applications of them.

Artificial intelligence and human-technology 
interaction
Within Xerox there were working AI environments during 
the 1980s. Not all their uses reflected the full potential of 
the technology. At Cambridge University some recipients of 
AI workstations and software donated by Xerox left their 
machines on overnight in winter and the heat they generated 
helped to keep damp off the walls. This was not a use 
envisaged by those who initiated the Corporation’s university 
grant programme. What early users do with a technology 
can influence and constrain how it is viewed by others. There 
is an interaction between people and technology. Each can 
limit or enhance the potential and capability of the other. 
When they are brought together in ways that allow each to 
play to their particular strengths upward spirals of mutually 
beneficial development can occur. When AI environments 
are able to learn and steer their evolution progress may be 
greatly speeded up, and more humans may fear a loss of 
control and being left behind4.

In its early days, Xerox Corporation’s Palo Alto Research 
Centre was sufficiently well-funded to allow staff 
sufficient freedom to develop technologies and technology 
concepts that matched how they preferred to work 
and operate. Hence the technology used within PARC 
which the author encountered in the 1980s, including AI 
environments, tended to complement human capabilities 
and intelligence. Accordingly, it was welcomed and viewed 
positively by its users. Wherever one looked there seemed 
to be opportunities to amplify human capability with a 
complementary and personalised intelligence that operated 
24/7 with almost unimaginable speed and with what 
appeared to be an unlimited capacity to analyse data and 
identify links, patterns and relationships across wide swathes 
of information and knowledge and to which users could be 
alerted while they worked.

Elsewhere, applications of technology have often seemed 
to be about putting humans in their place and either 
distracting them or replacing them, rather than helping 
them and setting them free. The processes and systems 
that were put in place against the imperative of a ticking 
clock during complex mission critical projects the author 

Those who succeed at 
riding an initial wave 
may later come unstuck 
and/or fall behind 
subsequent ones.
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was a vision holder of were very different from the AI 
environments witnessed at PARC. People were expected to 
modify how they had previously operated and preferred to 
work to fit in with the requirements of the technology. In 
such situations, there is a risk that thoughtful and capable 
people who used to have a degree of discretion might quickly 
became unmotivated when forced to operate according to 
rules designed to suit the systems of which they become a 
temporary appendage.

Deskilling or supporting the people of organisations
Digital and other technologies that operate as black boxes 
and quickly produce answers, responses and solutions can 
deskill their users and increase their dependence upon the 
technology concerned. For example, an experienced engineer 
may weigh a variety of sensory clues such as noise and 
vibration in order to identify the source of a problem. The 
use of a push button diagnostic device that speeds up the 
process may well result in the erosion or loss of this capability 
and the replacement of the engineer by someone who is 
cheaper to employ, or a built in self-diagnostic device that is 
easy to install and use. Whether or not this is desirable from 
a longer-term perspective will depend upon the situation 
and context and how quickly they are changing, what new 
developments are occurring or might occur, the speed of 
re-skilling and the capability of machine learning, and one’s 
involvement and perspective. 

Diagnostic devices and automation have their advantages. 
They can often ensure greater consistency of performance 
and may be easier to update than humans. The deskilling and 
increasing dependency of human users is not an inevitable 
consequence of the introduction of such devices. The use of 
a transparent rather than a black box approach that allows 
a user to understand how each answer was arrived at, or 
a window that opens and gives a reason for a particular 
outcome, could increase a person’s understanding and 
capability with each use. Ensuring a relationship between 
people and technology that could increase the capability of 
both might enable more complex problems to be identified 
and addressed. It might also limit the use of scarce natural 

Some of those who adopt and 
implement technologies that 
for them are new seem to make 
more mistakes than the most 
fertile of minds would think 
possible. 

capital by enabling a device to be repaired rather than 
replaced. 

If certain environments and applications developed at 
Xerox PARC had been rolled out, they might well have 
already transformed how we work and learn as well 
as education and health systems. Paul Strassman8 has 
considered the reasons for the past missed opportunities at 
Xerox. Despite an objective to derive a half of its income 
from integrated office systems, Xerox Corporation failed 
to leverage technologies that it had played a key role in 
developing. Many of the senior management team whose 
experience had been largely in the copier business did 
not understand the very different office systems sales and 
support requirements. Success required building relationships 
over a longer period, at a senior level and with a group 
of decision makers rather than a print room manager. A 
new strategic direction and new technologies need to be 
accompanied by the people and capabilities required to 
understand and implement them. 

Adopting complementary technologies 
If people and/or a particular business model are important, 
adopted technologies should complement them. Paying 
for talented people may make little sense for organisations 
that cannot harness, or capture and share, what they 
do differently. While a process vision holder of complex 
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mission-critical projects as energy markets opened up, I 
encountered a willingness to spend large amounts on new 
suites of processes and systems that were largely the same as 
those used by most competitors, but a reluctance to spend 
relatively small sums on practical performance support tools 
that would quickly transform how people undertook key jobs 
that contribute directly to key corporate goals and enable 
them to learn and stay up-to-date, deliver multiple other 
benefits for both them and the organisations concerned, 
while providing huge returns on investment1,2,3.

In some contexts we need to move on from single-
issue initiatives such as preparing a few ‘high fliers’ for 
an unknown future, to boosting the performance of key 
workgroups and enabling them to upskill and re-skill as they 
work to match changing requirements and priorities. We 
also need to adopt affordable approaches which can achieve 
improved results by taking people as they are, rather than 
as we would like them to be. Performance support offers a 
route to a high performance organisation with the people 
one has and can attract and retain, and with an existing 
corporate culture. Regularly updated 24/7 support can ensure 
people stay current and remain vital. 

One should not adopt a new technology or approach 
just because others have, it appears trendy or suppliers 
champion it. Hype can lead to expensive, time consuming 
and frustrating journeys to dead ends or quicksand, when 
much better and cheaper alternatives may exist. In order to 
transform performance, many people still adopt general, 
expensive, time consuming and disruptive approaches such as 
corporate wide restructuring, motivational drives or culture 
change programmes that often fail to deliver. A more cost 
effective approach that can also incorporate AI may be to 
adopt a better business model and/or provide support that 

makes it easier for key work groups to excel at difficult jobs, 
by either adopting the approaches of high performers or 
better confronting novel situations. Continuing relevance 
can be helped by flexible and complementary technologies 
that adapt to changing circumstances.
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Human Capital 
Management 4.0
Anticipation surrounding Industry 4.0 has exposed managers to contradictory 
definitions and advice on ‘human capital’. Dr James Pepitone circumvents 
this discussion and draws on the Humaneering Technology Initiative’s (HTI’s) 
operational experience with human capital to outline practical thinking that 
will enable management to generate above normal returns from investments in 
human capital.

Industry 4.0 marks the beginning of a new era in the design 
and management of human work. The promotions of tech 
companies focus our primary attention on the availability and 

impending adoption of new AI-based technology. However, one 
could argue that the more fundamental issue for management is 
to utilise this new technology to get in front of the evolution of 
human work. 

Furthermore, the kind of work that will evolve with this new 
technology is not the same ‘manual work’ that has evolved nearly 
out of existence through the adoption of technologies during 
the 19th and 20th centuries (eg electronic controls, machines, 
standardisation, training). Surely AI-based technologies will further 
the demise of manual work, yet it’s principal opportunity in the 
evolution of human work will be to fundamentally change and 
greatly enhance the achievements of ‘knowledge work.’

Knowledge work
Knowledge work is known for its unstructured complexity and 
need for uniquely human traits of perception and judgment, 
relationships and empathy, situational adaptability and 
opportunism, and more. As examples, jobs of predominantly 
knowledge work include managers, entrepreneurs, designers, 
inventors, sales, entertainers, analysts, craftspeople, physicians, 
consultants, and politicians. 

All jobs include a combination of manual work and knowledge 
work, as depicted in Figure 1. Just as managers are required 
to perform manual paperwork-processing tasks, the unskilled 
labourer has the discretion to be cooperative and perform better 
than required. 

It is becoming critically important for management to 
recognise the differences between knowledge work and manual 
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work because each contributes differently to organisational, 
financial, and strategic performance, and because each requires 
a different approach to work design and management (see 
Figure 2). Furthermore, the more important opportunity for AI 
is its application to knowledge work, which represents a shift of 
management attention away from utilising technology primarily 
to replace manual workers.

Human capital
Human capital is a business term that has rocketed into use, 
especially during the last two decades since its first publication in 
the 1960s. From this term’s wide-ranging usage, one might think 
human capital is nothing more than a sophisticated metaphor for 
‘people’ or the preferred term for ‘labour’ following 40 years of 
unrestrained shareholder supremacy. 

Still other usage suggests it might be a post-modern name 
change for the human resources (HR) function, or perhaps a 
surreptitious attempt to enslave workers as business property. 
One predominant attempt to insert human capital into financial 
statements seems intent on requiring greater financial reporting 
transparency by disclosing the 21st century’s greatest source of 
earnings, profit and share valuation, though it may have the 
unintended effect of justifying greater spend on workforce 
training, education, perks, rewards, or other uncapitalised business 
expenses.

No one person or institution controls the meaning of words, not 
even the originator. In its attempt to make sense of human capital, 
the Humaneering Technology Initiative (HTI), whose mission it is 
to develop a science-based management technology for today’s 
human work, has focused on a definition of human capital that is 
consistent with financial terminology and business acumen, and 
both understandable and useful to management and organisation 
members at all levels. That definition is, ‘human capital is a 
person’s capability to create socioeconomic value’.

Further clarification may enhance understanding and consistent 
usage. 
• Capital refers to financial assets (eg cash, debt, equity), 

physical assets (eg facilities, equipment) and intangible assets 
(eg brands, reputation, know-how). Non-capital materials (eg 

raw materials, components) and labour (eg time, effort) are 
consumed as part of a production transformation process. 

• Person refers to one or more individuals, working 
independently, in concert with others, or as a group.

• Capability refers to one’s inherent ability, evolved personality, 
developed talents, learned skills, acquired knowledge, 
relevant experience, refined judgment, social relationships, 
related personal assets, and more.

Businesses create profit when they apply capital (in any form 
available, such as property, equipment, financial and human) in 
any way that creates returns that exceed the cost of applying (or 
investing) that capital. 

When we speak of hiring a person and investing their human 
capital (or potential to create socioeconomic value), we mean 
an activity similar to, for example, leasing land and improving or 
developing it into an even more effective source of value creation 
(eg office building, shopping centre, theme park). 

In effect, the business is providing the knowledge worker with 
an opportunity and some, but not all, of the ‘means of production’ 
(ie brand recognition, market intelligence, products and services, 
know how, support and other resources) for the creation of value. 

Knowledge workers are attractive to employers because 
they typically bring to any opportunity a substantial level of 
professional and tacit knowledge; experience and prior success; 
relationships and business acumen; and relevant personal traits.

In addition to being paid a wage or salary (ie similar to rent 
or lease payments), some knowledge workers are rewarded 
directly for any extra level of socioeconomic value they create 
for the business with some form of performance or incentive 
compensation that, in effect, shares with the knowledge worker 
some part of the above-minimum value they created. Structured 
effectively, this incentive compensation signals to the knowledge 
worker that their exceptional achievements will be rewarded. 

Frequent constraints
The employment of knowledge workers is more complex than the 
employment of manual workers, and therefore there is more that 
can go wrong. In addition to simply hiring a knowledge worker 
who is not a good fit for the role, there are situational constraints 
that frequently interfere with the performance of even the 
most-capable and perfect-fitting knowledge workers. 

First, knowledge workers are constrained when managed 
and treated like all other workers within a uniform system of 
management that is a legacy of 19th and 20th century factory 
management. This management approach translates for the 
knowledge worker into a lack of needed trust, discretion and 
autonomy, all of which are essential for effective knowledge 
work. It puts the knowledge worker on the defensive, makes her 
risk-averse, and depletes the high level of self-confidence that 
knowledge work requires. It also has the potential for knowledge 
workers to get wrapped up in organisational issues originating 
with the manual workers (eg layoffs, control policies, management 
changes)

Second, the knowledge worker’s role and its major processes 
are constrained with numerous points of unnecessary friction, if 
not outright barriers to performance. Examples include excess 
or manual reporting, multiple-level or otherwise slow approvals, 
and inadequate client-supporting resources like an effective 
website or ready access to field-engineers. In addition to being 
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time consuming, these hurdles also demotivate by suggesting the 
knowledge worker and their work lack importance. 

Third, the knowledge worker is organisationally bound to an 
inept manager who doesn’t provide inspiring leadership and a 
competitive level of resources and support. Knowledge work 
typically requires ingenuity and risk-taking, creating the need 
for a manager who ‘has your back’ or leadership and support 
that instills confidence in the knowledge worker’s judgment. 
It is also common for knowledge work to be impacted by the 
effectiveness of work performed elsewhere in the organisation, 
whether directly dependent on that other work or subject to 
strategic organisational changes driven by unrelated parts of the 
organisation. 

In all three cases, this perceived devaluation and lack of 
helpful support for the unique jobs of knowledge workers 
creates frustration and discouragement, which subsequently 
erodes worker intention from the ‘Golden Rule of Paying It 
Forward’ into the ‘Silver Rule of Reciprocity’, resulting in the 
knowledge worker’s disengagement or departure, either to an 
employer who values their unique value-creating potential or to 
independent contracting or some other role that is less dependent, 
less constrained and less wasteful of their potential to create 
socioeconomic value. 

Human Capital Management 4.0
Human Capital Management 4.0 draws attention to 
management’s need to design and manage knowledge work 
with different principals and methods to achieve substantially 
different outcomes, especially as it is distinguished from 
Workforce Management 4.0’s continuing focus on the design and 
management of manual work. 

Among the new technologies available to enhance the 
performance of knowledge workers is humaneering, the new 
applied human science that essentially does for knowledge work 
what engineering has done for manual work. Humaneering 
supports human effectiveness in ways that engineering cannot. 
Humaneering’s principles capitalise on human nature in ways that 
result in knowledge workers maximising their current and future 
potential to create socioeconomic value. 

The nonprofit Humaneering Technology Initiative (HTI) is 
developing humaneering for global public good. The vision of 
one day having a universally applied human science to guide 
organisation management was conceived in the late 1930s, yet 
only now has sufficient science-based understanding of human 
work accumulated to enable its development.

Driving the development of humaneering is management’s 
urgency to identify evidence-based work design and management 
methods that increase knowledge worker (ie human capital) 
productivity. What’s needed and what humaneering provides is a 
work design and management approach for knowledge work. It 
achieves the necessary direction and controls through job, work, 
and management system design, thus relieving managers of 
their ‘whack-a-mole’ (ie management of exceptions) existence, 
replacing it with ‘management by systems design.’

Humaneering operationalises design thinking to create more 
effective work and management systems. It applies a synthesis of 
the most relevant current science pertaining to human work to 
optimise the socioeconomic value created from knowledge work 
(and from the human capital employed). It focuses work design on 
human requirements and capabilities, and on transforming these 

CLASSIFICATION TYPE 1 WORK TYPE 2 WORK

Terminology Standardised task

Standard work

Required work

Tasks

Physical work

Using one’s hands

Doing

Adaptive response

Knowledge work

Discretionary work

Responsibilities

Mental work

Using one’s head

Deciding

Goal and
Solution

Clear

Predetermined
and prescribed
to workers

Not clear

Contingent on
situation and
determined by
worker

Objective Assignment
compliance

Complete
assignment as
directed

Opportunity
capitalisation

Maximise
economic value
derived from
assigned
opportunity

Sources of
Economic Value

Efficiency

Standardisation

Simplicity

Large scale

Variation control

Effectiveness

Differentiation

Sophistication

Yield management

Variation potential

Complexity Low

Closed work system
with identifiable 
root cause and 
direct effects

High

Open work system
with diffused
contributing causes
and emergent effects

Work System 
Design
Priority Order

1. Work

2. Work
    environment

3. Worker

Work environment
should support work

1. Work

2. Worker

3. Work
    environment

Work environment
should support
worker

Essential Work
Attributes

Specific objective

Practical workload

Told what to do

Told how to do it

Minimal distraction

Specific opportunity

Meaningful job-role

Autonomy

Response-ability

Resources support

Human Reasoning
and 
Communication

Level 1 – Concrete/
Physical

Level 2 – Rational/
Statistical

Level 3 – symbolic/
Verbal

Level 4 – abstract/
conceptual

Desirable Worker
Attributes

Endurance

Obedience

Diligence

Intelligence

Expertise

Commitment

Initiative-taking

Creativity

capabilities into peak sustainable levels of human performance 
and organisational productivity. 

It’s possible with humaneering to transform organisations in 
which people now ‘do the minimum’ into organisations of highly 
motivated workers who complete manual work eagerly and 
approach knowledge work with their full potential (eg intentions, 
talents, strengths). People performing mostly manual work find 
deeper meaning and fulfillment in their work with the addition 
of purposeful knowledge work, such as continuous improvement 
and organisation initiatives. People performing mostly knowledge 
work find greater ability to develop and achieve with their 

Figure 2: A contrast and comparison of manual work with knowledge work.
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potential fully supported, often creating industry leading 
performance and peak job satisfaction.

Contrasting Manual Work with Knowledge Work
Figure 2 provides a contrast and comparison of manual work 
with knowledge work. Understanding this vast difference is a 
good starting place for management to appreciate the need to 
break knowledge work free from legacy management methods 
developed for a bygone type of work and substantially redesign 
knowledge work design and management to capitalise its yet 
untapped socioeconomic value. 

Manual work is highly structured and people performing this 
work can be trained and told what, where, and when to do this 
work. The value of manual work is best designed into a step-
by-step procedure. Any variation from this procedure or other 
instructions, either direct or implied, destroys value. This results in 
manual work paying a low wage and having limited opportunity 
for manual workers to create discretionary value and thus out-
perform their peers to get ahead. Only when knowledge work is 
purposely added and supported as part of a manual worker’s job 
is there potential for such workers to create additional value and 
distinguish their performance.

Alternatively, knowledge work is typically characterised by 
human capital, or the potential it affords workers to apply 
themselves and create additional socioeconomic value in the form 
of increased customer satisfaction, development of intellectual 
property, creation of added revenue and profit, achievement of 
strategic intentions, and so on.

Knowledge work offers workers relatively unlimited potential 
to create as much value, performance and productivity as the 
person can, based on their effort, talent, tacit knowledge, 
personality, character, relationships, support, luck, and many other 
variable factors. Furthermore, as opportunities are developed, 
they have the potential to reveal even more opportunity, resulting 
in a virtuous unfolding of potential.

Experience gained through field applications of humaneering 
suggest that operationalising increased development and 
applications of human capital should ultimately reach every part 
of an organisation, yet this should be viewed as a five to ten year 
objective and pursued piecemeal with priority assigned to areas 
with a large workforce performing people-dependent work and 
near obvious opportunities to create increased socioeconomic 
value (eg sales, support service, customer service). 

Managing transformative change
The opportunity to maximise the return on any investment in 
AI will more likely be achieved by enhancing the discretionary 
achievements of knowledge work (ie human capital). 
Furthermore, management can expect greater cooperation and 
support for change by knowledge workers whose achievements 
will be enhanced, when compared to manual workers whose work 
design typically encourages doing the minimum (or just enough). 
Of course, industries and specific applications will vary, as will the 
various manifestations of AI.

HTI’s field experience applying humaneering within people-
dependent operations (ie in organisation units of 50 to 10,000 
employees) of major organisations led to the adoption of a new 
and more effective approach for introducing and sustaining 
radical change within large organisations and including both 
knowledge and manual workers). Most notable about this new 

approach is its beginning with an inspiring invitation by top 
management to ‘pull’ the change forward, and avoidance of 
the often used ‘push’ by top management to ‘drive’ the desired 
changes into the organisation against its collective will. 

A core process of this approach taps into the popularity of 
the television show ‘Shark Tank’ and seeks out compelling 
business cases for improvement through redesign of work and 
management systems. These pitches should include inspired 
operations management and volunteering organisation members 
who will experiment with a comprehensive new work design 
that incorporates whatever new technology or other changes are 
indicated by the redesign. 

The approach is greatly enhanced by developing a two or three 
room ‘design studio’ that can serve multiple functions, including 
education about what’s possible; professionals to analyse the 
current operation and design a much improved one; analysts to 
crunch before and after numbers; and additional support by IT, 
HR, finance, facilities, engineers, humaneers and other helpful 
professionals.

This facility is typically outfitted using the walls to visually 
present humaneering’s work design principles and methods, plus 
a wide range of new field-proven work design and management 
alternatives, and case histories to approximate their operational 
and financial impact. In addition, a small classroom, a conference 
room, seating areas and a coffee bar are set up within the space 
to provide a range of opportunities to confer with operations 
managers or any curious or interested employees.

A comparable virtual facility is created online, and for most 
operations managers it serves as their first exposure to the Lab 
and the opportunity it represents. Introductory and educational 
programmes are offered online and at the Lab.

The objective of the Lab is to attract and support operations 
managers with fresh thinking about improved performance 
possibilities. For those managers who show interest, the staff 
will design with them one or more performance-maximising 
alternatives and execute one or more nondestructive experiments 
to reveal ‘in the real world’ the potential impact on management’s 
target metrics.

These experiments (also called trials or pilots) enable managers 
to witness firsthand the impact of proposed changes, equipping 
them with hard data to support any approvals required. 
Professionals from the Lab then facilitate any change in work 
design and management systems directed by the manager.

This approach has exceeded expectations in every organization 
where it has been tried and remains today. A virtuous cycle unfolds 
and returns on human capital rise to even higher levels as the Lab 
support staff gains experience and itself experiments with improved 
techniques to enhance their own work design and management.

About the Author
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In October 2008, an unknown person or persons going by the 
nom de plume Satoshi Nakamoto, published a paper titled 
Bitcoin: A Peer-to-Peer Electronic Cash System1. On 3 January 

2009, bitcoin came into existence. At the same time, blockchain, 
the technology underpinning the crypto currency, made its public 
debut2. It has been an impressive decade of development for 
blockchain; moving from concept to reality and from single-use 
platform to a potential springboard for market disruption – 
especially in the services sector. 

Despite a decade of history, a very long time in the digital 
firmament, many, indeed most, do not really understand what 
blockchain is or how it may affect their business. In this article, 
we aim to explain in simple, accessible terms what blockchain is, 
how it works, where it is already making its presence felt in service 
industries and how it may develop in the future.

What is blockchain?
First of all, let’s deal with a common misconception: Bitcoin IS NOT 
Blockchain! Blockchain is the technology behind Bitcoin, but it 
has the potential to be so much more than just a cryptocurrency 
enabling platform.

You probably already know, and a cursory look at articles or on 
the web will confirm that blockchain is a ‘disintermediated’ or 

‘peer-to-peer’ platform. In other words, it cuts out the middleman; 
making operations efficient, transparent, safe and secure.

Blockchain is often referred to as a digital eco-system. It allows 
digital information to be distributed, viewed and confirmed as 
accurate, but not copied, so each individual piece of data can only 
have one owner. The platform is an incorruptible digital ledger 
‘that can be programmed to record not just financial transactions 
but virtually anything of value’3. 

Simply put, blockchain is a time-stamped series of immutable 
records, managed by the software via a cluster of computers. The 
data is not owned by any single individual or company. Each of 
these records or ‘blocks’ are secured and bound to each other in 
‘the chain’ using secure encryption. The blockchain network has no 
central authority, so no middleman or intermediary, eg a bank. The 
information carried by it is open for anyone in the system to see. 

In explaining blockchain to our clients, we start by saying, 
imagine a spreadsheet that is duplicated thousands of times across 
a network of computers. Then imagine that same spreadsheet is 
regularly and automatically updated, reconciled and time-stamped. 
That is essentially the idea behind blockchain.  

As with any software, there has to be a basic ‘architecture’ or 
structure. Figure 2 shows a basic blockchain.

 It sounds simplistic, but a Blockchain is a chain of data entries or 

Blockchain Technology:  
The Missing Link in Services 
Management? Part I
In this two part article, Dr George Downie and Dr David Parker describe blockchain 
and how it works, analysing its potential, and attempting to de-mystify some of 
the reported facts, as well as dispelling some of the misconceptions.
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‘blocks’ which contain information. You may hear the first block 
referred to as ‘The Genesis Block’ The data which is stored inside a 
block depends on the type of blockchain. Typically, it will include 
sender and recipient (purchaser and vendor) details, contractual 
information etc but could be a CV, a recipe or anything else 
relevant to the transaction. 

A block also has a hash (#). The SHA (Secure Hash Algorithm) is 
like a signature, or as many prefer to think of it, a finger print, for a 
text or a data file. SHA-256 algorithm generates an almost-unique, 
fixed size 256-bit (32-byte) hash. Hash is a one-way function – it 
cannot be decrypted back.

All blocks contain the hash of their preceding blocks. Each time 
data is added, the SHA generates a change to that block’s hash. 
This makes a blockchain very secure as, even if a hacker could 
change the data within one block, the hashes would not reconcile 
going forward. 

However, assume that a hacker is able to change the data 

present in the Block 2. 
Correspondingly, the Hash of the Block also changes. But, Block 3 

still contains the old Hash of the Block 2. This makes Block 3, and all 
succeeding blocks invalid as they do not have the correct hash from 
the previous block. 

If this seems complicated, again, think of it as a spreadsheet that 
is being audited at each point of data entry. If a change has been 
made that has not been agreed through the protocol, the data will 
not have been transmitted to the next copies in the chain and so 
the transaction is irreconcilable. Blockchain uses a mechanism called 
‘proof of work’ to facilitate the process. 

The peer-to-peer nature of the chain is also used to enhance 
security. In other words, everyone involved in the system has a full 
copy of the blockchain. Each computer is called a node. All these 
nodes in this network create a consensus. They agree about what 
blocks are valid and which are not. Nodes in the network will reject 
blocks that are tampered with.

Figure 1: How blockchain works.

Figure 2: Basic Blockchain Architecture.

Figure 3: Application of the SHA.

Figure 4: Why hacking a single block invalidates the chain.
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So, to successfully hack a blockchain, an attacker would need to:

1. Tamper with all blocks on the chain
2. Redo the proof-of-work for each block
3. Take control of greater than 50% of the peer-to-peer network.

The basic logic underpinning blockchain is a pretty straightforward 
process, as the graphics above demonstrate. One final thing to 
mention on the basic framework is the issue of access: who can be 
involved in/be a node in the chain.

There are effectively two options, public and private: 

• In a public blockchain, by definition, anyone can join or leave, 
read, write and audit the ongoing activities on the public 
blockchain network, which helps a public blockchain maintain 
its self-governed nature. The most obvious example of these 
are cryptocurrencies like Bitcoin.

• Private blockchains allow only selected entry of verified, 
invited participants, like those for a private business or 
membership organisation, and can be joined only through an 
authentic and verified invitation, with formal validation either 
by the network operator(s) or by a clearly defined set protocol 
implemented by the network. 

The primary distinction between the public and private blockchains 
is that private blockchains control who is allowed to participate 
in the network and maintain the shared ledger. The owner or 
operator has the right to override, edit or delete the necessary 
entries on the blockchain as required. In true sense, a private 
blockchain is not decentralised. Rather it is a distributed ledger 
that operates as a closed, secure database based on cryptography 
concepts. 

You may hear about a ‘third category’ of blockchains: the 
permissioned blockchain. This is really just a hybrid that allows 
a mixed bag between the public and private blockchains with 
options to customise the protocols, eg allowing anyone to join the 
permissioned network after suitable verification of their identity, 
and allocation of select and designated permissions to perform 
only certain activities on the network. The ‘consortium blockchain’ 
is another sub category where only a group of organisations 
can verify and add transactions. Here, the ledger can be open or 
restricted to select groups. Consortium blockchain can be used 
cross-organisation where it is typically controlled by pre-authorised 
nodes. 

Why are service companies starting to use blockchains? 
The operational arena for all businesses is increasingly dynamic 
and, arguably especially so for services-based businesses. The last 
decade has transformed the industry in so many ways, from using 
mobile devices, to having real-time data, to being connected to 
your customer 24/7. Embracing change is the only way to stay 
competitive. 

 The whole notion of blockchain is predicated on security, 
reliability of data, efficiency and transparency. This has led to 
what we term the five pillars of blockchain as shown in Figure 
5. The most relevant features for services-based operations that 
blockchain offers as a result are:

•  Blockchains are resilient. The blocks are regularly replicated 

and reconciled. Even in the event of a large scale hack the 
chain is still operated by most nodes and the integrity of data 
is verifiable through the on-going audit trail.

• Blockchain can play a vital role by allowing quicker settlement 
of transactions and trades as it removes the need for lengthy 
process of verification, settlement, and clearance. Blockchain 
certifies and verifies the identities of the interested parties. 
This removes double records, reducing rates and accelerates 
transactions

• Immutability is achieved by registering transactions in 
chronological order, certifying the inalterability of all 
operations: when any new block has been added to the chain 
of ledgers, it cannot be removed or modified, providing a 
water-tight audit trail.

• Nakamoto was initially focused on payments systems and 
stated that, ‘While the (banking) system works well enough 
for most transactions, it still suffers from the inherent 
weaknesses of the trust-based model’2. These weaknesses 
incur additional costs for business users, including mediation 
and fraud. The shared nature of the data/information in the 
blocks and node consensus, massively reduce possible losses 
due to fraud or embezzlement. In logistics-based businesses, 
blockchain as a monitoring mechanism is both cost effective 
and cost efficient.

• Decentralisation, allowing parties to transact directly with 
each other without the need for mediating third parties, also 
increases efficiency and reduces costs. The standards rules on 
how every node exchanges the blockchain information. This 
method ensures that all transactions are validated, and all 
valid transactions are added one by one.

Who are the early adopters?
Once you start to research the application of blockchain, it is truly 
amazing how it has developed since Nakamoto2 promulgated the 
idea in 2008. Indeed, very swiftly the notion of ‘blockchain 1.0’ 

Figure 5: The five pillars of blockchain.
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evolved into new and novel applications of the technology and the 
philosophy behind it; embraced initially by Fintech upstarts and 
increasingly by increasing numbers of industry players: services and 
services management being significant amongst them. So, who is 
doing what? 

This is by no means a comprehensive list, but should give you 
a flavour of some of the ways in which the technology is being 
applied.

Show me the money!
Whilst the genesis of blockchain was Bitcoin and Fintech, financial 
services is just the beginning. Traditionally, banks have served as the 
storehouses and clearing houses of value. As a digitised, secure, and 
tamper-proof ledger, blockchain has already disrupted the financial 
services industry by seeking to serve the same functions in a more 
cost-efficient manner, whilst providing enhanced accuracy and 
information-sharing into the financial services ecosystem.

Barclays, UBS, HSBC and others are experimenting with 
blockchain as a way to expedite back office functions and 
settlement, which some in the banking industry say could cut up 
to £16 Billion in central counterparty costs. In May 2019, Barclays 
invested £4.5 million in Crowdz, a blockchain-based B2B payments 
start-up that helps companies collect payments and automate 
digital invoices4.

Blockchain is also growing as a solution aimed at reducing 
the cost of cross-border transactions, which accounted for 27% 
of global transaction revenue in 2017, according to McKinsey5. 
Blockchain company Ripple, has partnered with financial 
institutions including Santander6, with the goal of improving the 
efficiency of cross-border transactions.

Bitcoin and other cryptocurrencies continue to be in vogue with 
both Facebook and China planning their own digital currency 
projects. Bank of England governor Mark Carney, who has 
previously poured scorn on bitcoin and its crypto peers, now feels 
that a global digital currency, could replace the US dollar as the 
world’s reserve currency7. Lenders minimise the risk posed by loans 
or lines of credit to small businesses by evaluating their histories 
using business credit reports. These third-party reports, issued 
companies such as Dun & Bradstreet, are generally inaccessible 
smaller business owners. 

This can make business owners feel like credit bureaus have all 
the power over loan terms, even though the credit bureau may be 
assessing outdated or inaccurate information to determine their 
reports. Blockchain offers a potential solution to this, although 
a corporate network architecture and clear protocols would 
need to be employed to avoid over transparency on potentially 
commercially sensitive data to other nodes in the network.

As the banking industry continues to adapt to cryptocurrencies 
and blockchain technology, accountants are beginning to follow 
suit. Accountants work with a range of documents, from tax forms 
to bank statements to spreadsheets, containing extensive personal 
or organisational information. Employing blockchain technology 
could make it easier to keep track of this sensitive data as it is 
processed by accounting firms, large and small.

Data tracking enabled by blockchain technology may also help 
to automate certain accounting services using AI, which could 
reduce human error and instances of fraud. Indeed, we already 
seen this with the roll out of cloud-based applications such as Xero, 
CountingUp, Quick Books and others.

About the Authors
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The Big Four accounting firms are already investigating the 
options: KPMG has invested in programs and projects to research 
and share information about blockchain; Deloitte has developed 
blockchain-based software; while PwC has created a blockchain-
based auditing service; and Ernst & Young applies it to integrate 
information and process within and across enterprise boundaries.

In part II of the article, which will be published within the Spring 
issue of Management Services Journal, the authors continue to 
describe how companies are using blockchain and offer some real 
life examples in the business world.
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The Modernity  
of Capitalism ‘Still 
Addicted to Profit’

Dr John McManus.

One of the distinguishing features of economic theory 
over the past 100 years has been the rapid growth of 
capitalism and the widespread introduction of monetarist 

theory. Capitalism is commonly identified with free-markets 
and profit. The basic hypothesis is that capitalism is a social 
system based on the recognition of individual rights, including 
property rights, in which all property is privately owned. A clearer 
understanding of the generality of capitalism is provided in 
the Macmillan Dictionary of Modern Economics, which defines 
capitalism as: 

‘a political, social, and economic system in which property, 
including capital assets, is owned and controlled for the most part 
by private persons. Capitalism contrasts with an earlier economic 
system, feudalism, in that it is characterized by the purchase of 
labour for money wages as opposed to the direct labour obtained 

through custom, duty or command in feudalism.... Under 
capitalism, the price mechanism is used as a signalling system 
which allocates resources between uses. The extent to which 
the price mechanism is used, the degree of competitiveness in 
markets, and the level of government intervention distinguish 
exact forms of capitalism1.’

Understanding the relationship between capital and ownership 
is facilitated by considering the structure of the market and 
competition between firms and individuals. Capitalism draws 
heavily on the theory that men are free to cooperate or not, to 
deal with one another or not, as their own individual judgments, 
convictions, and interests dictate. The noble prize winning 
economist Friedrich Hayek2 saw self-determination as a core 
feature that, under capitalism, individuals are self-selected, aided 
by their particular experience and driven by their distinctive 
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visions or self-interests.
Individual self-interest is served under the banner of free 

enterprise, where the competitive arena is the marketplace, 
where control is fragmented and entirely dependent on the 
satisfaction of consumers or investors. It could be argued that 
free enterprise, has been the backbone of modern capitalism 
since the times David Ricardo3 (1817), and others such as Adam 
Smith (1776). The concept of free enterprise is based on the 
concept where products, prices, and services are determined 
by the market, not the government and where individual 
entrepreneurship is reward by profit. The profit motive that is 
the willingness of individuals to take risks and keep their profits, 
is a key principal or driving force by which entrepreneurs make 
money. Within capitalism, entrepreneurs are responsible for such 
economic decisions as what to produce, how much to produce, 
and what method of production to adopt. Writing in the book 

Understanding the relationship 
between capital and ownership 
is facilitated by considering the 
structure of the market and 
competition between firms and 
individuals. 

Competitive Strategies for Service Organisations, Botten and 
McManus4 (p.2) note: that the entrepreneur is called upon to 
estimate, with tolerable accuracy, the importance of the specific 
product, in a word, the entrepreneur must possess the art of 
management and broader strategic skills to grow a successful 
business.

To a large degree capitalist development is built on 
entrepreneurship and those willing to invest in new businesses 
that permit growth and additional profits that favour productive 
uses of new technology and innovation. For nearly every 
entrepreneur, access to private equity capital, or risk capital, is a 
key ingredient to successful business growth.

The case for capital
For many years, neoclassical economics dominated economic 
thinking. The significance to be attributed to the neoclassical 
model is that the equilibrium rate of profit in a capitalist economy 
is equal to the social rate of return to saving or equal to the 
margin product of capital. Neoclassical theory also assumes 
that all individual behaviour is ‘rational’ according to a very 
specific definition of this term. Individuals are assumed to be 
self-interested and to have well-identified goals that they pursue 
in the most efficient way possible. 

Economists such as Joseph Schumpeter5 (1934) have somewhat 
departed from the neoclassical view. Schumpeter recognises 
the importance of innovation and the part capital plays in its 
advancement. Schumpeter argues that capitalism can only be 
understood as an evolutionary process of continuous innovation 
and creative destruction. Schumpeterian entrepreneurs are not 
necessarily the possessors of the capital used for carrying out 
their operations because in many cases they use stocks of capital 
supplied through the mechanisms of ‘credit’ by capitalists or 
bankers. Development of Schumpeter’s economic theory concerns 
the category of credit in terms of its impact on genuine economic 
development. The conclusion is that, in an economic sense, credit 
is reasonable only if it is granted to an innovative entrepreneur 
who forces the economic system into new channels. Schumpeter 
also points out that the importance of credit cannot be 
dissociated from entrepreneurial action. From this point of view, 
the entrepreneur is the typical debtor in the capitalist society.

Economic theory provides specific examples of the 
interrelationships between profits, capital, credit, and interest. 
Capital theory can help clarify the part each plays in the role of 
business. For example, within neoclassical thinking the problems 
of capital concern the allocation of scarce resources over time. 
In simple terms, capital is a resource that is used as a means to 
fuel expansion and growth. If capital is in short supply (ie scarce) 
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then the cost of capital increases (and so does the interest paid) 
and this generally reduces the profits available for distribution 
and further investment. What is important to note here is that 
the supply and demand for capital is influenced by time which in 
turn influences macroeconomic business cycles (Figure 1). In the 
business cycles, the ‘credit’ creation is associated by Schumpeter 
in a very direct way with the moment when the capitalist system 
has arisen. Capitalism is that form of private property economy in 
which innovations are carried out by means of borrowed money, 
which in general, thought not by logical necessity, implies credit 
creation. In this context, Schumpeter6 (1939), dates capitalism as 
far back as the element of credit creation.

The treatment of the capital problem in terms of the 
demand for and supply of one single size is only possible on the 
assumption that supply and demand stand in an equilibrium 
relationship to one another, which is not the case in a free 
market economy. In a free, market oriented economy competing 
firms choose what to produce and distribute. The participants 
within the process, suppliers of capital, labour and raw materials, 
will be compensated from the proceeds of sales. If firms are 
earning profits (their revenues (price x volume) are greater than 
costs), they can choose to reinvest some or all of these profits 
in equipment, structures, and research and development. For 
established companies, reinvesting their own profits is one 
primary source of financial capital.

Firms compete for the consumer expenditure with other firms 
in the same industries, where market share to a large extent 
determines profits. However, firms often need to find sources 
of financial capital other than profits. All businesses experience 
downturns in activity and require cash to survive that is a steady 
and reliable source of financial capital so that trading can 
continue until better times arrive (Figure 1).

Whilst the process of the free market determines the 
production and distribution of goods and services which can be 

extremely efficient, there are some inherent weaknesses in a 
system which is unconstrained or unregulated. For instance, one 
of the problems with an unconstrained free market economy is 
that powerful stakeholders (or agents) are likely to gain excessive 
economic power (this may include investment bankers, or venture 
capitalists and institutions such as pension funds), permitting 
them to obtain too large a share of the value created by firms. It 
would undoubtedly be highly desirable for capital to be equally 
distributed amongst competing firms but in the real world this is 
not the case. Those who are actually running a firm will almost 
always have more information about whether the firm is likely 
to earn profits in the future than outside investors who provide 
financial capital.

A further issue in a market economy is where a number 
of limited firms serve a given market. If firms compete with 
one another, no exploitation occurs. If they collude with one 
another in setting prices, they may be able to restrict output 
to obtain excessive profits. In this context, firms are acting in a 
monopolistic way to deter entry to the market. Whilst few firms 
have a natural monopolistic position, there are some (for example 
water utilities). To counter monopolistic behaviour governments 
legislate. For instance, the UK monopoly and mergers legislation 
is designed to prevent collusion, as well as to prevent the 
merging of competing firms whenever the effect of the merger 
would substantially weaken the competition. What this signifies 
is markets and government regulations are always entangled. 
There is no such thing as an absolutely free market. According to 
Friedman7, regulators or government always define the ‘rules of 
the game’ and as an umpire to interpret and enforce the rules.

Proponents of capitalism
Adam Smith’s classical thesis of 250 years ago was that the 
presence of many buyers and many sellers competing with one 
another in the marketplace would weed out wasteful resource 

Figure 1 Macroeconomic Business Cycle (adapted from Botten and McManus p11)
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allocations as if by an ‘invisible hand’ (a metaphor for ongoing 
economic progress, or modern intangible wealth). In the book 
The Wealth of Nations, Smith regarded wealth as an aggregate 
of objectively measurable items: the economic righteousness 
of a policy could be measured by its impact upon the nation’s 
wealth8 . From Smith’s perspective, economic growth is achieved 
by the ever widening application of the division of labour, which 
is organised within markets and driven by rational self-interest. 
Those nations that allow market forces to generate such growth 
will become wealthier than those that follow the mercantile 
model of managed trade. 

Smith was somewhat against ongoing state intervention. He 
did however; acknowledge a role for the state. He maintained 
that there are three areas for legitimate governmental activity in 
society: (i) defence against external and internal security threats, 
the (ii) formation of laws that prevent individuals from oppressing 
one another and the (iii) provision of public goods that the 
market would not supply. Smith’s explanation for this minimalist 
role for government was derived from his insight that the ‘pricing 
mechanism’ would coordinate the actions of individuals so as 
to achieve socially optimal outcomes. Few economists would 
disagree that the price mechanism is a very powerful tool that 
has a central role in markets. The neoclassical methodology is 
distinguished by its almost exclusive focus on prices in the analysis 
of markets. This applies to all kinds of markets, irrespective of 
the goods and services traded and the type of exchange between 
buyers and sellers. 

Bruce Scott notes that for a capitalist system to evolve in an 
effective way through time, it must have two hands and not 
one: an invisible hand (as Smith suggested) that is implicit in the 
pricing mechanism and a ‘visible hand’ that is explicitly managed 
by government through a legislature and a bureaucracy9. Again 
Bruce supports the notion that the visible hand has a strategy, 
no matter how implicit, short sighted or incoherent that strategy 
may be. For example, governments are becoming sophisticated 
owners of capital through the growth of state owned businesses 
(for instance BBC, Royal Mail, Channel 4, Civil Aviation Authority 
and Royal Bank of Scotland). Whilst state sponsored companies sit 
at the opposite end of the ownership scale from those companies 
that are formally owned by private shareholders, such companies 
continue to receive a considerable amount of support from UK 
government in tax benefits and low interest loans.

There is compelling evidence that state-owned companies are 
not only less innovative but also less productive than their private 
competitors. However, poor performance and productivity has not 
stopped them from making profits. In George Stigler’s judgment, 
Adam Smith’s greatest achievement was to put into the centre of 

The conclusion is that, in 
economic sense, credit is 
reasonable only if it is granted to 
an innovative entrepreneur that 
forces the economic system into 
new channels. 

economics the systematic analysis of the behaviour of individuals 
pursuing their self-interest under conditions of competition10. 
Self-interest can motivate individuals to achieve ‘big’ things. 
The Nobel Prize economist Gary Becker11 worked extensively on 
the idea that human capital is all the knowledge and personal 
qualities that make individuals more productive. Productivity is an 
‘economic measure of capital’ not only of individual output but is 
also conversion factor for profit. Once again, there are markets to 
help us maximise our productive potential. For example, pharma-
organisations frequently partner with universities on research and 
development projects to enhance science, economic growth and 
profits.

Capitalism a negative force
The productivity of capital depends on many things, for example, 
(i) what it is, (ii) where it is, (iii) how it is managed and perhaps 
more importantly how it integrates with other forms of capital 
that is how capital is structured and put together? The critical 
importance of capital structure is sometimes overlooked by 
government policymakers who think that capital can be taken 
from its owners (through taxation), redistributed to others, or 
put to additional or effective public use without any loss to the 
value it produces. Poor policy and economic decisions can destroy 
value and disrupt the capital formation. One example is the boom 
and bust business cycles that many countries experience through 
economic mismanagement (Figure 1).

The global financial crisis of 2008 and contraction of the 
economy, caused resurgence in Keynesian thought. John 
Maynard Keynes12 (1936) put forward the idea that aggregate 
demand measured as the sum of spending by households, 
businesses, and the government is the most important driving 
force in an economy. The central tenet of this school of thought 
is that government intervention can stabilise the economy 
(and avoid boom and bust). Keynes also advocated the use of 
fiscal and monetary policies to mitigate the adverse effects of 
economic recessions and depressions, in essence replacing private 
investment with public investment, financed by deliberate 
deficits.

The three decades following 1936 witnessed the rise of 
Keynesian liberalism in Western economies. Keynesian ideas 
became so accepted that some economists point to Keynes as 
representing the principles of modern liberalism and laying the 
basis for the field of macroeconomics, which treats the economy 
as a whole and focuses on government’s use of fiscal policy, 
spending, deficits, and tax. Unlike Smith, Keynes wished-for 
government to play a much larger role in the economy. His vision 
was one of reformed capitalism, managed capitalism, capitalism 
saved both from socialism and from itself. Following the 2008 
financial crisis Harvard professor Nicholas Gregory Mankiw wrote 
in the New York Times: 

‘If you were going to turn to only one economist to understand 
the problems facing the economy, there is little doubt that the 
economist would be John Maynard Keynes’. 

There are many ideas and misconceptions of capitalism. For 
example, it is claimed that under capitalism, only a few individuals 
own and control capital. Critics of the system suggest that capital 
can only be acquired through larceny or immoral actions. The 
assumption being capital acquired through theft or other means 
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remains with owners, providing continuing benefits with little or 
no effort. This axiom is often associated with investment bankers, 
who propagated the junk-bond market prior to the banking crisis 
of 2008. Aside this episode of ‘greed’, moral failure and outright 
fraud or theft by owners is rare in countries with developed and 
regulated markets, and perquisites are typically not expensive 
when compared to the overall value of the market or the firms 
which operate within it.

 It could be argued that greed is only a bad thing where 
transactions are not voluntary, such as in the case of taxation 
and general government spending, or where money flows out 
of every domain, with little accountability, and little possible 
recourse from the public. Again, the notion that society could run 
on benevolent capitalism is inconsistent and takes little account of 
the fundamental basics of human nature. 

Management theorists have long agonised about the principal 
agent problem; the tendency of managers to run companies to 
suit their own interests rather than the interests of their owners 
or shareholders. Corporate Chief Executive Officers (CEOs) want 
to make ‘money’ for themselves and their shareholders (and staff 
if appropriate to do so). Capitalism fuels the CEO motivation to 
succeed and success is built on increasing market share, value 
of the business and driving out competition through any means 
necessary to secure power and wealth. The homo economicus 
assumption, where a single transaction can reap CEOs tens of 
millions of £s in bonuses and preferential shares, and encourage 
CEOs to make decisions that are good for themselves personally 
but not necessarily so for the company. Writing in the Harvard 
Business Review, Jenson and Murphy note:

‘In most publicly held companies, the compensation of 
top executives is virtually independent of performance. On 
average, corporate America pays its most important leaders like 
bureaucrats. Is it any wonder then that so many CEOs act like 
bureaucrats rather than the value-maximizing entrepreneurs 
companies need to enhance their standing in world markets? 13 ‘

It would seem corporate CEOs, whose pay is set by executive 
boards made up of other corporate CEOs, are privileged in that 
they have enormous upsides, in terms of reward but very little 
if any downside risk. The pursuit of profit by CEOs in the 2000s, 
encouraged huge risk taking and reckless behaviour especially 
within the investment and commercial banking sector. CEOs 
such as Dick Fuld took risks which contributed to the company 
collapsing with $619 billion of debt and 25 thousand employees 
losing their jobs. The peak value of Fuld’s Lehman stock before 
the firm’s collapse had been approximately $1 billion dollars.

In pursuit of wealth
Karl Marx, the father of communism, demanded that the state 
take over the ‘means of production’ to ensure justice and equality, 
but this approach produced neither because the state is not a 
neutral agent; its force is directed by men. Therefore for many, 
capitalism is the only economic system that allows people from 
all sorts of backgrounds the opportunity to maximise their own 
personal potential and economic wealth. Moreover, opportunity 
is only as far away as a good idea and perseverance (think: Bill 
Gates, Elon Musk, Mark Zuckerberg, William Ding, Jeff Bezos, and 
James Dyson, who have built huge fortunes on what might be 
termed intangible assets). 

Capitalism is that form of 
private property economy 
in which innovations are 
carried out by means of 
borrowed money, which 
in general, thought not by 
logical necessity, implies 
credit creation. 
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Many private owners and corporate CEOs exert a primary 
influence in the sense they determine the strategic and 
operational policies of the firm. Weather specified (or not) 
the personal goals or objectives of owners have a profound 
impact on the direction in which a firm moves and operates. 
However, CEOs must listen to the voice of the shareholders and 
their interests, especially government which may determine 
the objectives of a firm or constrain the discretionary power 
of its CEO. Robert Lowe, one of the great Victorian architects 
of the modern business corporation, described businesses as 
little republics. The point here is the size of the firm; the larger 
the firm the more likely it is that the CEO will be separate 
from that of ownership. Depending on the relative power 
of the CEO, it is possible that profit becomes a constraint on 
the behaviour of management rather than a universal and 
dominant goal.

For many entrepreneurs the pursuit of wealth focuses on the 
means of acquisition and having acquired wealth many are 
faced with a number of dilemmas. Max Weber14 emphasised 
hard-working, frugal entrepreneurs preferred to save their 
money, rather than spend it, as an intrinsic good. For some 
individuals wealth acquisition is not only a means for the 
satisfaction of material ‘greed’ but also an end in itself. Whilst 
Weber implies that the commitment to capital accumulation by 
economic entrepreneurs has implications for increasing wealth 
inequality on balance wealth creation, it should be encouraged. 
A capitalism that thrives on productive work is what matters, 
encouraging financial rewards for productivity, and productive 
work from all who are able, in this context looks to make sense. 

Society before profit
If free-market economics is based on the belief that people 
are relentlessly greedy all the time, this is just too simplistic, 
and also erroneous. In the short term, you can get ahead 
by exploiting people to make profit. However, in the long 
run, businesses only succeed in the market by maintaining a 
strong moral culture that humanises work, builds trust with 
customers, and orients people towards excellence. Behavioural 
economists argue that economics often over-emphasise the 
role of profit. For example, individuals are motivated by many 
factors other than profit, such as pride in work, desire to make 
a bigger contribution to society, be successful and attachment 
to ideas even if unprofitable. Friedman and Friedman15 write:

 ‘Self-interest is not myopic selfishness. It is whatever it is 
that interests the participants, whatever they value, whatever 
goals they pursue. The scientist seeking to advance the 
frontiers of his discipline…. the philanthropists seeking to 
bring comfort to the needy – all are pursuing their interests, as 
they see them, as they judge them by their own values.’

Presently, even those critics who concede that capitalism 
successfully creates growth and prosperity maintain a 
certain disgust at the mechanism of self-interest that drives 
it. Divides are widening between the share owning class 
enjoying growing returns on capital and the wage-earning 
class suffering declining returns from their labour. Fake news 
aside, if what the mainstream media report is correct, society 
seems to have severe doubts about how much it can count on 
profit-seeking corporations to produce beneficial outcomes for 

society. Corporate wealth has always been much less evenly 
distributed than income.

The wealth creating and wage earning classes are not fixed 
groups within society, but are comprised of individuals who 
move up and down the social ladder over the course of their 
lives (doing good or bad). So where does this leave us? The 
economist Arthur C Brooks16 wrote, 

‘Societies tend to become what they describe themselves as 
being.’ 

If a society’s cultural leaders say the economy thrives on 
voracity, people will internalise that expectation and act 
accordingly. Over time, you will actually get an economy that 
runs but not thrives on self-indulgence.
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Now Hear This

How good is your organisation at listening to its workers’ suggestions, or 
concerns? Dr John Chamberlin.

After the article in the Autumn issue – ‘It’s a Learning 
Thing... (etc)’ – an ex-university colleague suggested 
that an ‘Upward Feedback’ mechanism should be 

part of that listening and learning process, since we had 
both found it to be a fruitful subject in discussions with 
working managers on Masters’ programmes, yet it seems 
to be something that a lot of organisations can struggle 
with. In their worst cases we hear of ‘whistle-blowers’, when 
employees have reached such a state of desperation following 
their failure to get someone within the organisation to take 
action, or even just to listen, that they feel the need to go 
‘outside’ with their information. Surely, shouldn’t it be a basic 
pre-requisite that managers, at all levels, actually do listen, as 
part of that ‘learning’? The ‘Iceberg of Ignorance’ (see p. 43) 
might be one view of the situation?

Back in 2016, in ‘Who do you miss first?’ we saw (amongst 
others) the inverted pyramid that was Nordstrom’s 
Organization Chart (Figure 1), whilst making the point that it 
is management’s role to listen and be responsive to the needs 
of their front-line employees.

The implication here is that management is the support 
group for the customer-facing employees, and – depending 
on your relative position in the hierarchy – that means also 
supporting your lower-echelon managers, first-line managers, 
supervisors, team leaders, etc. This is a fundamental shift from 

the traditionally accepted top-down, ‘command and control’ 
modus operandi (Seddon, 2003), and requires managers 
to be receptive to messages they might not like to hear, or 
even believe. Or, as Seddon points out in his latest book, it 
brings ‘their whole approach to “people management” [into] 
question’ (Seddon, et al, 2019: 31); and, ‘Their first-level 
manager has moved away from monitoring agents’ activity 
and instead is focused on how to help each agent handle 
more customer demands’ (Ibid: 37).

If the ‘pyramid’ is inverted, though, it means upward 
becomes downward, but regardless of whether it’s inverted, 
on its side or the right way up, the issue is management’s 
receptiveness to feedback from the work-face. Deming’s 
(1986) approach to this was to ‘put the customer into the 
production line’ (Figure 2), thus ensuring that listening to 
customers and feedback from the front-line workers found its 
way directly into production, and therefore into continuous 
quality improvement.

Traditionally this has not been the case, as ‘feedback’ within 
organisations has largely been top-down, through things like 
appraisals and personal development plans and reviews and 
so on (PDPs and PDRs), but rarely in the opposite direction.

However, half a century ago, when Robert Townsend 
wrote Up The Organization in 1970, he wrote a ‘How to Use’ 
section at the beginning of the book, and it started with the 
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following instructions:
‘This book is in alphabetical order. Using the table of 

contents, which doubles as the index, you can locate any 
subject on the list in thirteen seconds. And you can read all I 
have to say about it in five minutes or less’ (p. 9).

But at the back of the book, and perhaps somewhat 
innovatively, he included an Appendix entitled, ‘Rate Your 
Boss as a Leader’, the requirement being to ‘Score each 
characteristic from 0 to 10.’ Verbatim, it is as follows:

He is...
1. ...available. If I have a problem I can’t solve, he is there. 

But he is forceful in making me do my level best to bring 
him solutions, not problems. ______

2. ...inclusive. Quick to let me in on information or people 
who might be useful to me or stimulating or of long-term 
professional interest.

3. ...humorous. Has a full measure of the Comic Spirit in his 
make-up. Laughs even harder when the joke’s on him.

4. ...fair. And concerned about me and how I’m doing. Gives 
credit where credit is due, but holds me to my promise. 

5. ...decisive. Determined to get at those little unimportant 
(how they are decided) decisions which can tie up 
organizations for days.

6. ...humble. Admits his own mistakes openly – learns from 
them and expects his people to do the same. 

7. ...objective. Knows the apparently important (like a 
visiting director) from the truly important (a meeting of 
his own people) and goes where he is needed. 

8. ...tough. Won’t let top management or important 
outsiders waste his time or his people’s time. Is more 
jealous of his people’s time then he is of his own. 

9. ...effective. Teaches me to bring him my mistakes with 
what I’ve learned (if anything) and done about them (if 
anything). Teaches me not to interrupt him with possible 
good news on which no action is needed. 

10. ...patient. Knows when to bite the bullet until I solve my 
own problem. 

Total* ______

(* This is your boss’s rating as a leader on a scale of 0 to 100. 
If it’s below 50 look for another job.)
(Townsend, 1970: 185/186)
(NB the perceptive reader will have noted the predominance 
of male pronouns in the above. The astute reader will 
recognise that this is simply to maintain the verbatim accuracy 
of the original 1970 text, and that 50 years on, female 
pronouns should be substituted as required – in 2017, ‘38%’ 
of managers in the UK were female.)

In the early 1980s I was in my first, substantive, first-line ‘field 
manager’ role at BT, and my appraisal was due. The snag 
was, my boss never saw what I did, or how I spent my time. 
In other words, how effective (or otherwise) I was. Whenever 
he came to see me, we sat in the office, talking. Then he 
went away again. Yet readers will know – from the article 
last spring, ‘GOYA; No, Not the Artist... (You Need to Get 
Out More.)’ (Chamberlin, 2019a) – that I regularly spent time 

‘Feedback’ within 
organisations has largely been 
top-down, through things 
like appraisals and personal 
development plans and 
reviews and so on, but rarely 
in the opposite direction.
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out ‘in the field’, with my people, but my boss never saw me 
doing any of that.

The people who did see that were the staff I went out with, 
and those who had desk jobs and with whom I sat for the day, 
so in order to give my boss some more realistic and relevant 
views on which to base his appraisal of my performance, I 
decided to try using Townsend’s rating questionnaire. And, 
just to be clear, the responses were sent to my boss, not to 
me.

I had about 30 engineering staff at the time, mostly 
male but a few female, and each one was given a copy of 
Townsend’s 10-question rating sheet, above; verbatim, no 
changes. No names were required, and each rating sheet was 
accompanied by an ‘internal mail’ envelope pre-addressed to 
my boss. In turn, I told my boss what I was doing, and that in 
a few days’ time he would (hopefully) receive the envelopes. 
He was surprised, of course, but I told him, honestly, why I 
was doing it, and asked him to consider those ratings from 
my staff as part of his own thinking when he did my formal 
appraisal.

When he received the envelope he rang me. Apparently 
the ‘election turn-out’ had been top-side of 60%, and the 
overall ratings total was also in the same bandwidth. ‘Phew’, 
I thought, at least it was the right side of 50%! My hope was 
that my boss might be inspired enough by what I’d done to 
try the exercise himself – ie with us, his team of managers 
– when his own boss was about to do his appraisal. He 
declined, however. Never mind, I’d tried. I probably didn’t 
have the right skill-set to persuade my boss regarding upward 
feedback...

No worries, help was at hand many years later when I was 
asked to run a ‘Leadership’ module for an MSc. programme 
on Project Management, and chose as the core text a book 
called Take the Lead, by Davids Boddy and Buchanan (1992a) 
– the same two authors who earlier the same year had 
published the highly recommended, The Expertise of the 
Change Agent (1992b) – in which they introduced the concept 
of ‘Managing in four directions’ (Figure 3): Managing Up, 
Managing Across, Managing the Team, and Managing the 
Staff.

In the context of managing change, the first of these, 
Managing Up, the primary skill-set the authors encouraged 
project managers to develop was ‘Communicating with 
senior management’, and whilst not everyone will be directly 
involved in change- or project-management, the same skills 
are required in the concept of upward feedback. 

Where Boddy and Buchanan (1992a: 73) suggest that, ‘the 
change agent needs senior support to help solve problems 
arising in the project, or to show a sense of ownership 
towards the project’, there are distinct parallels with members 
of staff at or close to the frontline who need to give upward 
feedback where issues of concern need to be raised, or where 
help is required.

In effect, Boddy and Buchanan’s concept of ‘Managing in 
four directions’ is simply the reciprocal of a 360º appraisal 
process (Fig. 4), although how many organisations do actually 
practice that?

But why not? In effect it’s a sort of ‘Balanced Scorecard’ of 
personal appraisal.
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Source: Boddy & Buchanan, 1992a
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This does not mean that the required communication 
process is easy. Huczynski and Buchanan (2001: 183/184 – yes, 
the same ‘David’) highlight some of the barriers to effective 
communication, and these could be even greater obstacles if 
you are trying to communicate upwards through the chain of 
command. They say that:

‘We can be careless coders and lazy listeners. What might at 
first appear to be a simple process can be highly error-prone. 
Some of the main barriers to communication concern:

• power differences;
• gender differences;
• physical surroundings;
• language;
• cultural diversity.’

And yet, a receptive manager would be just the person to 
understand these difficulties and seek to remove or at least 
mitigate them as barriers, when attempting to facilitate 
useful and effective upward feedback from someone who 
might be struggling to pluck up the courage and dare give it. 
In fact, harking back to the last issue, this is all part of that 
‘learning thing’, and to paraphrase Tom Peters (1985):

‘If you are truly interested in a distinctively increased level 
of [improved quality of upward feedback], and if you are not 
by gross calendar content analysis, spending fully 50% of your 
time on that single priority, then you do not care about it. 
Pure and simple’ (Peters, 1985).

Excessive? Perhaps, but I don’t think so. You have to show 
that you mean it, and the same rules for receiving feedback 
at your own appraisal might also be used when receiving 
upward feedback from your staff, ie to:

• Listen carefully
• Do not be ‘defensive’
• Be appreciative
• Seek clarification (if necessary)
• Use several sources

• Accept your imperfections
• Try to identify positive steps you can take to improve
• Check your progress at intervals

And, whoever you are receiving feedback from, there are just 
two golden rules:

1. Say, ‘Thank you’ (and no more!); and,
2. You are free to use or discard it – it’s up to you.

Remember also, it will not necessarily always be bad. 
Sometimes people might just want you to know how they’ve 
worked around a problem with ‘the system’ and have 
achieved improved outcomes as a result. As John Seddon says 
in his latest book:

‘Why is it that people’s voices aren’t heard when they try to 
explain results achieved by unconventional means?’ (Seddon, 
et al, 2019: 11)

Three of my previous four articles have had what we could 
consider to be complementary themes, ie:

• that it’s ‘the system’ where the bulk of your effort (95%?) 
should be focused;

• that you should ‘get out more’, as an essential way to see 
what happens on your own front lines;

• and, that the resultant ‘learning’ will enable those 
systemic changes that will have a far greater 
improvement on your staff morale and motivation, your 
customers’ satisfaction, and your business/organisation 
generally.

(NB The article before last, ‘Pareto on People...’, was in there 
also in order to emphasise that, as Seddon (et al., 2019: 
15) also says, ‘...there are times when leaders ought to be 
bossy.’ Yes, there are – about ‘4%’ of the ‘times’, perhaps, as 
suggested?)

This article is intended to further complement those themes 
by helping to open up those channels of essential upward 
feedback. One of the best ways, of course, to show that you 
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are genuinely interested in learning from feedback, is to get 
out of your office, go and have a ‘wander around’ and, if 
you’re patient, your staff might get used to you being there 
sufficiently well to open up about those things they think you 
really should know, but that previously no-one dare tell you? 
‘Failure Demand’ (Seddon, 2003) is clearly an important one 
of these, because, as he says in his latest book:

‘Given that leaders so rarely understand demand in 
customer terms and therefore cannot ensure agents are 
trained to meet it, is it the agents’ fault that they frequently 
fail to meet the customer’s nominal value...?’ (Seddon, et al: 
137)

No, of course it isn’t. It’s back to that 95% v 5% ratio of 
‘systemic’ to ‘other’ causes which Seddon frequently cites. And 
guess whose responsibility ‘the system’ is? It’s management’s. 
As we’ve seen before from Tom Peters, when encouraging 
people to get out of their office and ‘manage by wandering 
around’ (MBWA ):

‘...what do you do when you’re in your office? You write a 
bunch of darned memo’s that otherwise obstruct the people 
trying to get the real work done, so even if you’re rotten at 
it, at least when you are out of your office you’re not causing 
positive harm to your organisation, and that’s a step up for 
most of us! (Peters & Austin, 1985: 6).

But this ‘wandering’, your desire to listen, to receive 
feedback, and to learn, has to be seen as genuine:

‘MBWA is unlikely to be effective unless perceived by 
staff as part of a broader, genuine belief by management in 
the continuing importance of giving time to listen to, and 
understand, the feelings and problems of staff’ (Mullins, 2007: 
458).

Remember how Yoda put it, in ‘Star Wars’, when Luke 
Skywalker had got his spaceship stuck in a pond:

‘So certain are you. Always with you what cannot be done. 
Do you hear nothing that I say?’

Then, after Skywalker had protested that this was 
‘different’, Yoda chastised him again...

‘No! No different. Only different in your mind! You must 

Facilitating an environment 
where upward feedback in 
all its forms is both welcome 
and encouraged is just 
one way of gaining access 
to information you would 
otherwise not have had.

unlearn what you have learned!’
And Seddon emphasises in his latest book:
‘... everything you need to know is there in your own 

system if you have eyes to see it. Learning how to see it is 
the crucial first step that managers must make if they are to 
unlearn the things they believe about management and learn 
new things that are counterintuitive’ (Seddon, et al: 12).

And,

‘Leaders must treat the acquisition of knowledge about 
the “what and why” of performance as a system as their 
responsibility and live by the rule that no change will occur 
without that knowledge and the consequential ability to 
predict in what direction measures will improve’ (Ibid: 86).

Facilitating an environment where upward feedback in all 
its forms is both welcome and encouraged is just one way of 
gaining access to information you would otherwise not have 
had, but which you most probably needed; so as a ‘test’, an 
experiment, or just a bit of fun, but with the possible benefit 
of gaining some genuinely useful upward feedback, why 
not start by trying an updated version of Townsend’s ten 
questions?

Footnote
I have mentioned John Seddon’s latest book* a number of 
times (see References). Published recently, it is called, Beyond 
Command and Control, and is an excellent follow-up to 
his best-selling Freedom from Command and Control. As I 
have said before, I have no conflict of interest here, nothing 
personal to gain, but I can wholeheartedly recommend its 
150+ common sense-packed pages to those of you who are 
frustrated with repeated, top-down-imposed improvement 
initiatives and projects that simply do not work, and who 
might be willing to risk having to change the way you think? 
It is reminiscent of Joseph Schumpeter’s ‘gale of creative 
destruction’, in that it seeks to revolutionise management 
thinking from within, destroying the traditional models of 
thinking in the process. Go on, take the ‘red pill’. You will 
never then be able to un-know what you’ll have learned...

*https://vanguard-method.net/2019/08/announcing-our-latest-book/ 
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