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Version for website, July 2008
The Bottom Line

On 27th June, 2008, the ISM University of Management and Economics in Vilnius, Lithuania, granted me a Honorary Doctorate. The session was part of the graduation ceremony, in which doctors, masters and bachelors of the year received their diplomas. The following is my acceptance address to a public consisting of faculty, new graduates, and their relatives.

Dear audience, it is a great pleasure to stand here as your oldest graduate, amidst this very promising group of new graduates, and it is to these younger companions that I will primarily address myself.

For many of you today’s diploma means the start of a brand new career, in public or business organizations, or maybe even as an entrepreneur. What I want to talk about is your goals, in relation to the goals of the organizations you are or will be working for. In this latter case I will in particular deal with business organizations.

Back in 1995 I was a visiting professor at Hong Kong University, teaching two classes of MBA evening students, Hong Kong Chinese who all worked in Hong Kong companies. We started to discuss what they saw as the goals of successful business leaders in Hong Kong at that time. Based on this discussion I composed a list of 15 possible goals for Hong Kong business leaders: 

· four business goals: growth of the business, continuity of the business, this year’s profits but also profits ten years from now;

· four social goals: responsibility towards employees, responsibility towards society, patriotism and family interests;

· two moral goals: staying within the law and respecting ethical norms;
· and five personal goals: personal wealth, power, reputation, creating something new and gambling spirit. 

The students were asked to rank these goals in order of importance for their leaders, based on the way they saw them behave; I calculated their average scores, and we talked about the results.

Soon afterwards I attended an international meeting where I told about my Hong Kong exercise and its results. Several colleagues asked for my list of goals, and over the next few years evening MBA students with day jobs in 16 other countries ranked the same 15 goals for their country’s business leaders.

At the end of the exercises we discovered we had got a unique comparison of business leaders’ perceived goals in different countries. If we had from the start intended to compare business leaders’ behaviour, we could hardly have got a better group of judges than our MBA students. Their perceptions of their big bosses’ goals were certainly more accurate than what we would have got by asking the bosses themselves. They would have given us something like their ‘corporate values’, those noble slogans that every corporation nowadays is supposed to publish. If you remember the Enron corporation, the American giant that went broke and whose top managers ended in prison, two of their corporate values were ‘integrity’ and ‘professionalism’. And apart from a predictable ‘self-serving bias’ among business leaders, there remains the basic question whether anybody can ever fully know his or her own real goals which contain a large unconscious element. Other people may always be better judges of our goals than we are ourselves.

Putting the data of all 17 countries together we got an average international ranking for the 15 goals which was not surprising, if we remember that all the judges were studying for their MBA. On average, the top five perceived goals of business leaders were:

(1) growth of the business;

(2) continuity of the business;

(3) this year’s profits;

(4) personal wealth;

(5) power.

But more interesting than this overall average were the differences from country to country. It was very clear that perceived objectives of business leaders were not the same around the world.

In order to make the differences stand out clearly we used the overall ranking across the 17 countries as our base line, and we calculated for each single country a country profile, showing where this country’s goal ranking differed most from the overall average. Let me describe a few of these profiles for you.

First, the United States of America. We collected data from five different US universities, in different corners of the country, and their scores were almost exactly alike. US business leaders were seen as stressing the international top goals growth, personal wealth, this year’s profits and power even more than leaders in other countries. The only international top goal on which the US MBAs did not rank their leaders highly was continuity of the business: in fact, they gave continuity less priority than MBAs from any other country did. Instead, among their leaders’ top five goals the US MBAs scored respecting ethical norms, a goal which internationally did not stand out so much. The US management literature puts a lot of stress on ethics; but what is ethical is a matter of values which may differ from one place to another.

The next country profile I want to describe to you is the one for Germany. The four goals which the German MBAs especially rated as more important for their business leaders compared to their colleagues in other countries were: responsibility towards society, responsibility towards employees, creating something new and profits 10 years from now. All of these had been scored as relatively unimportant by the American MBAs. The US top goals of power, personal wealth, growth of the business and this year’s profits were relatively least stressed in the perceptions of the German MBAs.

What explains this huge difference between two successful Western economies? Germany has a long history of employee representation in management and socialist government participation, known as the ‘Rhineland model’. That history was not shared by the USA which is, if not the birthplace, in any case the nursery of hard-nosed capitalism, and where labour unions, if they exist, are as capitalist as employers. 

Among the countries in our business goals research we also find China and India, the two largest nations in the world, playing key roles in today’s globalizing world economy.

Both Chinese and Indian MBAs, more than MBAs in other countries, rated their top business leaders as stressing patriotism and power. Their other top choices differed between the two countries: the Chinese MBAs stressed respecting ethical norms, reputation (which they call face), and responsibility towards society. The Indian MBAs stressed continuity of the business, growth of the business and profits 10 years from now. Both Chinese and Indian MBAs rated this year’s profits and staying within the law as much less important for their countries’ business leaders than MBAs in other countries did.

The perceived importance of power among Chinese and Indian business leaders combined with the perceived unimportance of staying within the law can be explained by the fact that the national cultures of both countries score high on the dimension of Power Distance. Power Distance is the extent to which the less powerful members of institutions and organizations within a country expect and accept that power is distributed unequally. In countries with smaller Power Distances, like the USA and Germany, most people feel that the use of power should be subjected to the law. In countries with larger Power Distances like China and India, might tends to prevail over right: whoever has the power doesn’t have to worry too much about laws.

The perceived disinterest among business leaders in India,  and to some extent in China, in this year’s profits, which their countries’ MBAs rated less important for their leaders than profits 10 years from now – the reverse of what the American MBAs perceived for US business leaders – can be understood from another culture dimension. Chinese and Indian cultures are marked by Long-Term Orientation and US culture manifests Short-Term Orientation, with German culture somewhere in between. Long-term oriented cultures aim at the future and seek rewards through adaptation, saving and persistence; short-term oriented cultures are focused on the present, seeking immediate rewards from spending, and on the past through maintaining traditional ways and rules. In the USA, corporations are supposed to provide maximum quarterly results for the benefit of shareholders – this is called the bottom line. In Asia, market share tends to be seen as more important than profits. Also, Chinese, Indian and German MBAs rate reputation (or face) as more important for their business leaders than personal wealth; US MBAs reverse the order, wealth counting more than reputation.
A remarkable difference between the two Asian giants is that while the Chinese MBAs scored respecting ethical norms as very important for their business leaders (in fact, in comparison to MBAs from other countries they rated it even higher than the American MBAs did), the Indian MBAs scored this goal relatively least important of all countries. There is a profound difference between the heritage of Confucianism in China – which is a set of practical, ethical guidelines – and of Hinduism in India which fosters wisdom through meditation. In spite of similarities, China is not India and India is not China.

How do we interpret the country differences that we found? Some people think that what they show is that most of the countries we studied – except their own - were just backward, and that under the influence of globalization, business leaders around the world will soon all see the light and get the same goals – most often supposed to be the American goals, those based on the bottom line, the short-term (often quarterly) results that shareholders are supposed to love.

It is true that our findings were time-bound: most of our data were collected in the late 1990s. In some of the participating countries plans exist now to repeat the exercise, and everybody predicts that over the past ten years perceptions will to some extent have changed. We do not expect, however, that the differences between countries will have disappeared. Some of these differences have historical roots which will not be swept away by the fashion of globalization.

The assumption that there is one single economic – and psychological – rationality for the entire world is incredibly naïve. What is rational and irrational is a matter of values rooted in centuries-old cultures, and it differs, as we saw, between the USA and Germany and China and India, and all those other countries we did and did not study.
Differences in business objectives around the world are at least partly based on the unconscious values held by most people in a society. These stem from their history and form the core of their culture, which I have elsewhere defined as the collective programming of the mind that distinguishes the members of one group or category of people from another. 

Globalization will not change these values, as little as globalization will change countries’ religions. What can and will change under the influence of globalization are certain business practices, common symbols and rituals that establish business communication. In international business, people with different values communicate through shared practices. But business objectives are a matter of the values themselves, not of the practices, and they will continue to differ between nations.

Everybody has values. Speaking from my own values, I despise a form of globalization in which corporations from one country acquire control over companies in another, and sacrifice those companies’ responsibility towards society and towards its employees and its commitment to continuity to short term shareholder returns. I scorn business leaders who consider their incomes more important than their social responsibility, their creativity and their reputation. I believe these are bad leaders. This kind of globalization leads to a destruction of human and financial capital, to social tensions, and to pitting governments against each other. 

Back to you, who are graduating today. What does all of this mean for you who start, or continue, a career in the world of business or public organizations? The study I just described did not cover Lithuania, and anyway, unless you are already a business leader, your concern at this moment is not so much your business’ goals as your personal goals. But when making a trip into unknown territory, it is always good to listen to people who made the trip before. So maybe I have got some ideas for you.

What I learned when teaching in Asia is that when someone thinks about a career, she or he also meets a bottom line, but this one is very different from a corporation’s concern for quarterly results. This bottom line is not short-term but long-term: it is what you want to be remembered for at the end of your career, or your life. And maybe this solemn event of your graduation is a good moment to reflect on it.

From all the things a person can be remembered for, please consider four possible personal bottom line statements:
1. I made a fortune

2. I created something new (technical, social, artistic, scientific)

3. I have been a leader of people

4. I had a happy private life.

Before you make a choice, do be aware of the risks involved:

1. Some people lose fortunes

2. Many creative ideas never work

3. Leadership always remains in the eyes of the followers, and many people are seen by their followers as lousy leaders

4. Many people with successful job careers have unhappy private lives.

You may like all four bottom line statements: making a fortune, creating something new, being a leader of people, and having a happy private life, but unfortunately there are trade-offs between these four choices. As an English proverb says: you can’t have your pudding and eat it. For example:

1. Creativity starts with costs, not with benefits (and only the costs are certain)

2. Leadership rarely leaves time for creativity

3. Greed kills both leadership and creativity

4. A happy private life means at times saying no to job demands.

Please now choose two of the four goals, but do order them: decide which is one and which is two. Considering all pros and cons, which two things would you most like to be remembered for at the end of your career?

1. having made a fortune

2. having created something new 

3. having been a leader of people

4. having had a happy private life?

Keep your choices for yourself, but make a note of them – and save this note with your diploma! May all of you see the fulfilment of your choices.

To the Senate of the ISM University of Management and Economics goes my profound gratitude for granting me the Degree of Doctor Honoris Causa. Let me tell you a short personal story. I was born in 1928, and as a boy in the 1930s I collected stamps; most boys did. It was a special treat when you got a stamp from one of the Baltic nations, and I knew those from Lithuania, Latvia and Estonia very well and could find your countries on the map. Then came the sad long years that you lost your independence, and no more stamps came. I had stopped collecting long ago when in the 1990s your countries and their stamps reappeared, and I was happy to have lived long enough to have seen this victory of justice over violence happen. Today our two countries, Lithuania and the Netherlands, are partners in the European Union, re-establishing centuries-old links dating from the time of Hanseatic commerce. The Honorary Doctorate you have granted me is one more of those links. Thank you very much. 

An earlier analysis of the business leaders’ perceived goals database was published in the Journal of International Business Studies, 2002, Vol. 33 nr 4, pp. 785-803. See on this website under “major other publications”, 191.
