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Urs Honegger,
CEO PwC Switzerland

In a globally networked economy it’s
more and more important to build long-term
relationships of trust.

Do you still remember what it was like in the
early days when you were starting out in your
present function? It’s amazing how quickly
your agenda fills up, and how you’re forced to
make sure matters of long-term importance
don’t get swallowed up by things that are
merely urgent.

At the moment I spend most of my time
talking to our partners and staff. These are
the people who have daily contact with our
clients. They’re the ones who know what we
could still be doing to help our clients achieve
their goals.

These discussions are very important to me.
Every day I become more and more aware of
the decisions I can make and the areas I can
influence as CEO to make PwC an even more
valuable business partner.

Because investment in relationships is the
thing that primarily concerns me at the
moment, I'm glad of the opportunity to make
contact with you through this editorial. I
think you’ll find this issue contains some fas-
cinating interviews, reports and articles from
our experts.

The thread running through all the articles is
the value of building long-term relationships
of trust. We all know that this is becoming

increasingly important in a globally net-
worked economy. In this context I personally
was particularly impressed by the way the
Lausanne Hospitality Management School
doesn’t just train people to be managers in
the hotel industry, but helps its students
develop social skills that make them interest-
ing candidates for many other areas of the
economy as well.

We too realised a long time ago that it’s not
enough to have super-smart people. People
with technical expertise only become really
good auditors and advisors if they develop
the right communication and relationship
skills. These aren’t things you can acquire
overnight. But they can be learned.

What’s your view of all this? What are your
expectations of PwC? And of this magazine?
I'd be delighted if you’d write to me so I can
get into conversation with you.

But first I wish you stimulating reading!

Urs Honegger
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forum reinventing yourself

Martin Wittwer:

“If we don’t reinvent ourselves, we have

no future.”

Reinventing yourself. The topic is relevant for both my private and my
professional life. In my private life because I turned 50 last year and
am wondering how and whether I am satisfied with my life, what’s
gone well and what hasn’t. And how is it that I have held the same
position for 13 years and still feel I have only just started out here?
That last question is easy: every day is different. In my line of work,
“reinventing yourself” has been a perennial topic. It has long been
part of the way I see myself.

First, things turn out differently than we expect, and second, in
tourism we have always been confronted by circumstances beyond
our influence but which we continually have to adapt ourselves to
and reinvent ourselves for. Just think of 9/11, the tsunami, the Arab
spring or Fukushima. I have worked in the travel industry since the
mid-1980s and cannot recall a single year when everything went as
planned.

The Internet generates unbelievable dynamics. A lot of what we
foresaw, such as the transparency of prices and offers, coupled with
global competition, has actually materialised. Other things have not.
Despite their predicted demise, travel agencies, for instance, still
exist, although there are fewer of them than in the past. Today, I am
convinced that they will survive in the future, simply in a different
form, and will offer services that are adapted to new buyer behaviour.
But how — and that is one of the challenges of our times — do I get

my employees in the travel agencies to see the Internet as a tool and
opportunity rather than a threat?

The question arises not only for the consultants with direct contact

to the customers, but also for the whole workforce. TUI Suisse aims
to become an online-driven company. It is of course not sufficient for
us to just place the services we offer online. And also not for us to just
develop an Internet division. I'm talking about a fundamental change
that cannot be prescribed or transplanted; instead, it must take place
in every one of us, with the emphasis on “must”. One thing is for sure:
if we don’t reinvent ourselves, we have no future. The industry will
not disappear tomorrow — after all, people still love to travel. But they
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will organise themselves differently, obtain information differently
and shop differently. We will therefore have to jettison our current
business model in places. It has become obsolete.

Any change is unpopular because replacing the familiar with the
unknown is like letting go of a railing. Leadership is pivotal in this
moment to get everybody concerned on board. The first thing I did
was to take a good look at myself. I got the input for that a few years
ago during a presentation. The speaker asked: “Who among you is
on Facebook? Who'’s on Twitter?” Nobody in the audience — predom-
inantly managers from the tourism industry — raised their hand. He
said: “Good luck in taking your companies forward.” I left the room
with an uneasy feeling and started to pay more attention to social
media — and also get involved personally. In the course of this process,
for instance, I got rid of the rule that our employees are not allowed
to use Facebook during office hours. Ban Facebook, yet strive to be an
online-driven company? I have realised that the impending transfor-
mation cannot be implemented with the old mindset.

Reinventing ourselves. We are right in the middle of doing it. My job
has become even more varied than it already was and rather more
demanding too. Our shareholders naturally expect us to continue to
stay on course commercially, even in times of change.

Martin Wittwer (51), who hails from the Bernese Oberland
region, has been the CEO of TUI Suisse Ltd since 1999. He was
a member of the board of management and director of sales
at Kuoni before taking over the helm at TUI Suisse. Wittwer is
married and the father of two.

Photo: Helmut Wachter
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forum reinventing yourself

Caroline Miller:

“The people I most admire are those who
change without any external pressure.”

One theme comes up more and more frequently in conversations I
have with executives or CEOs when I'm acting as a “talent spotter”:
How can we reinvent ourselves? This relates both to personal careers
and companies’ business models. The world is changing incredibly
quickly and with it people’s working and private lives. Even my own
company is affected by this change. Those who do not have the ability
to change and establish new relations will perish.

I see my role as creating contacts of “excellence”, such as bringing
people together whose paths would otherwise never cross — but who
would gain a lot from creating bridges across industries. In this role

I can actively contribute to creating something new. I often arrange
lunch with two executives or decision makers from completely dif-
ferent worlds who would usually never get together, but by bringing
them together, I create quite a different experience from exchanging a
few words on the fringe of a conference.

In the present crisis many successful managers have to reinvent them-
selves — even in the Geneva banking world, people are loosing their
job almost overnight; people who believed their world to be secure,
had established a comfortable niche for themselves and now have
suddenly lost their way and their social identity. They express fear of
the future, something I had not previously heard from the mouths of
senior managers.

Most people only change direction when their lives have been turned
upside down by dramatic events. The people I most admire are those
who change without any external pressure — these are people who
reinvent themselves because they are naturally curious and want to
make the most out of their lives. That takes courage and a risk-taking
mentality, a rare characteristic, especially here in Switzerland. In the
course of my work with people from many different cultures I have
come to realise that Switzerland is the most risk-averse country in the
world. I regret that time where Switzerland was known as the pioneer
of innovation in the early twentieth century; remember the medical
and pharmaceutical industries as well as the watch industry.
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I believe that I'm gifted with a natural talent for bringing the right
people together. For instance, two years ago I have founded a group
of businesswomen called the Femmes en Affaires (women in busi-
ness) representing almost all industries as well as entrepreneurs or
executives. Among our many activities, we write weekly columns for
the Swiss newspaper “Le Temps” and debate on business and society
topics on Radio Cité Geneve every week. These twelve women did not
know each other previously, but we now meet once a month to discuss
the personal and collective active contributions we can make to the
future of the world.

I have observed that women find it much easier to reinvent them-
selves than men. Career breaks come totally naturally to women, and
even if they never actually take a break from their professional lives,
women still have to play a dual role as mothers. Add to this the fact
that women are generally less interested in power as defined by men.
They see themselves as part of a concentric system, in which every-
thing revolves around teams. Women function very well in networks,
and are therefore far more often willing to go self-employed than
men.

The future of the working world lies in working together in networks
—a model which is no longer all about power and hierarchy. I thrive to
introduce this approach into companies, as I am convinced that peo-
ple who reinvent themselves will ultimately benefit from the change.

Caroline Miller (45) is founder and director of HeadtoHead,
a Geneva-based, internationally active executive search

and public relations firm. She is divorced and mother of two
daughters.

Photo: Cédric Widmer
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forum reinventing yourself

Walter Kielholz:

“You have to know who you are,

and what you can do.”

Reinventing yourself. In some situations it can be an attractive idea.
But it’s really no more than an idea, because no one can truly reinvent
themselves. You are who you are. Consequently, rather than “rein-
venting yourself”, it is far more accurate to speak of “changing your-
self’. As the saying goes, the only constant is change. And if you don’t
keep up, you will soon be behind the times.

You do not necessarily have to be wildly inventive to change and
adapt. Rather, you primarily need to have good judgement, and to be
able to distinguish actual change from hype. You also need to be open
to new things and to change; to be aware of what is happening around
you. People who want to make a contribution and have an influence
must be receptive to what is new and willing to keep developing. This
is the only way to stay in tune.

Alot has changed over the last 40 years — and this is also true in
professional life. We have had to adapt, but doing so did not require
us to reinvent ourselves. In the early days telegrams were still sent,
and telex was used for communications. I remember how the first
personal computer seemed like something from outer space — no one
dared touch it; no one knew where to begin with it. The new technol-
ogies have changed a lot of things, and have also transformed society.
But this does not mean business has been reinvented. The principle
applies equally to entertainment, insurance or mechanical engineer-
ing — entertainment today is still used for edification, insurers are still
concerned with security, mechanical engineers still build machines.
The substance of business has remained the same. At Swiss Re, too,
we are still doing the same things today that we were doing when the
company was founded 150 years ago: we provide capital for insurers.
The specific arrangements, the problems, the models — all the trap-
pings have changed, but not the core substance of our business.

The same applies to the concept of leadership. Management styles
have changed over the years, but the substance remains the same. It is
a matter of taking the lead, decision making, being heard, accepting
responsibility. If no one is listening to you, you cannot lead. Leader-
ship functions on the basis of effect, and that effect in turn has a lot to
do with credibility and sometimes even charisma. Someone in a man-
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agerial position must know what they are talking about and be able to
put their knowledge across. In the long term it is not enough to sur-
round yourself with a few clever advisors whispering in your ear. You
need your own in-depth experience. Superficiality is not acceptable in
management. You need a kind of compass in your head, a clear set of
values by which to orient yourself — regardless of whatever theories or
management styles are currently en vogue.

Staying in tune is also important for companies. “Reinventing your-
self” is of little importance here, too, especially in the case of success-
ful companies. You have to know who you are, and what you can do.
And - very important — you have to stick to it. Often enough, seeking
growth above and beyond the expansion of your accustomed field of
business can lead to failure. Why is that? Expanding the field of busi-
ness generally means distancing yourself from something at which
you have always succeeded. Granted, the pressure from outside is
often great. The question of whether fundamental changes are under
way that may one day render the accustomed field of business insig-
nificant is always relevant. We have to ask ourselves this question, and
if the answer is affirmative, we must adapt — not reinvent. But we can
only do all this if we are open and alert, have a sense of judgement
and an internal value compass.

Walter Kielholz (61) has been chairman of the board of Swiss
Re since 2009. He came to Swiss Re in 1989, and has been on
the management board since 1993, holding the position of CEO
from 1997 to 2002. He has also served on the board of Credit
Suisse since 1999, in the capacity of chairman from 2003 to
2009.

Photo: Marc Wetli
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“Trust was the big loser in
market crisis”

Trusting someone is a risky venture, says
historian Jakob Tanner. But without

it, interpersonal relationships, and society

as a whole, would be unthinkable.
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Who do you trust?

I trust reality. My experience is that things
generally work, although there are many
reasons why this or that could also go wrong.
The world is a complex place; a lot of it
appears improbable and uncertain. We sim-
ply have to accept that it is reliable in decisive
areas. If you question everything you take for
granted, you will never move forward. Trust
is thus a robust attitude to the world.

You don’t mention any person: your wife,
your best friend or your father. Instead,
you have given a definition of the trust
that you have. Why?

What is important to me is not seeing trust
simply as something that is confined to per-
sonal relationships. Of course I trust my wife.
But should I also trust the captain whom I
don’t know and who flies me somewhere?
Should I trust shares, government bonds or
bank assets? Would I not be better off demon-
strating the complete opposite, i.e. an astute
mistrust?

Jakob Tanner

is a professor for general and
Swiss history of the modern and
contemporary era at the Uni-
versity of Zurich (UZH). He is a
member of the Research Centre
for Social and Economic History
and the Centre for the History

of Knowledge (UZH and Swiss
Federal Institute of Technology
Zurich). As co-director of the
interdisciplinary research project
“Understanding Trust”, he con-
ducts research together with his
colleagues Ingolf Dalferth (theol-
ogy and religious philosophy)
and Ernst Fehr (Department of
Economics) on aspects and forms
of trust. The aim of the project
financed by the Swiss National
Science Foundation and the
Mercator Foundation, which in
addition to the disciplines men-
tioned also includes psycholo-
gists, neurobiologists, cultural
anthropologists and behavioural
scientists, is to develop the basis
for a new understanding of the
term “trust”.

Photo: Gerry Amstutz
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Trust does
not work like

insurance.
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What is trust then? Can you define it?
Trust is indeed a rational attitude. But it can-
not be reduced to the knowledge on which it
is based. If I knew, I would no longer have to
trust. It cannot be calculated; it does not work
like insurance. There is always something
unclear with trust, a residual amount which
is explained in different ways by different sci-
entific disciplines. Neurobiologists think they
have found the root of trust by studying the
functions of the brain. Historians assume that
trust is linked to historical circumstances and
changes over the course of time. Theologians
talk about trust in God.

Does trust keep the world together?
Georg Simmel, a great sociologist at the turn
of the 19th century, saw it this way. He said
that trust is one of the most powerful binding
forces in society and business. When it is lost
as a cohesion factor, political institutions and
markets fall into crisis.

What role does trust play in society?
Modern, heavily differentiated societies
require mechanisms for the reduction of
social complexity. The sociologist Niklas Luh-
mann wrote an insightful book on this. He
defines trust as a risky venture. Assumptions
of probability come into play with the term
“risk”. In other words, you can also always be
mistaken. Those who trust are familiar with
the limitations of predictability.

Should you trust your intuition?

Yes, but emotions and cognition are not
opposites. Trust relates to how humans por-
tray themselves. If you trust me, then you rely
on the image that you have gained of me. I
can try to manipulate the visible impression
that I convey. But I cannot control it entirely
because you may perhaps also see something
in me that I am not aware of at all. At any
rate, you assume that no sinister traits will
suddenly emerge that dispel the image of the
person you have come to trust.

Does trust also have to do with faith?
Atheists and people who believe in God obvi-
ously have very different views. But those

Most people
want to
believe in

something, and
in actual fact
they do.

who haven’t got a foot in either camp will
notice something common to both sides:
those who trust believe in something. Athe-
ists like me are frequently agnostics. They
know that not everything in the world can
be discerned. Thoughtful theologians in
turn admit that God’s greatness consists in
particular in people not being able to know
everything about him. The idea of a theoc-
racy is alien to them. At this year’s Lucerne
Festival, the Catholic theologian Hans Kiing
gave an impressive opening speech on the
topic of faith. His first point was: “We need
a basic trust in reality.” I would not use the
term “basic trust” but can agree with what
he said, just as I would with the statement:
“Most people want to believe in something
and in actual fact they do.” A fixation on one
god is not necessary at all for this. Kiing’s
concern is not primarily about whether it is
still possible to believe in God in this secular,
scientific age, but rather how one should

do it. Asking how like that is productive, and
leads to debatable answers.

Trust is good, control is better, said
Lenin. What should we think of the Rus-
sian revolutionary’s maxim?

Lenin did not invent this maxim; he was
referring to the Russian proverb: “Trust, but
verify.” In the financial market crisis after
2007, trust was the big loser. From a histor-
ical perspective, these processes show that
the focus must be on control. A capitalist mar-
ket economy is kept going by profit-oriented
companies that embark on a voyage of discov-
ery. Such a system requires clear and effective
rules, i.e. political regulations that reflect
institutionalised scepticism and in turn have

to be open to learning themselves. Assuming
that the “market” will always regulate it
everywhere is naive.

Do you think that the virtual collapse of
the financial markets could have been
prevented by more control?

I believe that there are no crisis-free times in
the modern age. However, that is no excuse
for doing nothing at the political level. There
are indeed possibilities to prevent certain
forms of crisis through skilful regulation or to
limit their impact. Currently, the developed
economies are being flooded with money
and interest rates are at rock bottom. Because
there is no trust in the future, it is not hav-
ing the expected impact on the economic
recovery. This is called the liquidity trap.

The capital and particularly the real estate
markets are showing inflationary tendencies.
This could once again result in overdrive and
bubbles and thus further crashes. The bank-
ing and financial system must be regulated in
such a way that no new wildfire can develop
as it did after 2007.

The crisis is often associated with greed.
Is it possible to trust greedy people?

I am very sceptical when capitalism’s suscep-
tibility to crisis is explained by “greed”. Greed
is a term that is very much en vogue — as is
the word “trust”. In the daily newspapers, the
word “trust” sometimes appears in not one
but three consecutive article titles ...

... and in combination with “crisis of”
another five times.

Yes, these words are enjoying a real boom.
Many believe that trust can be repaired, just
like any product.

Back to greed ...

The problem is not that people are greedy.
Historically, capitalism has been based on
frugality and conspicuous consumption in

equal measure. I also find it just as difficult to
believe that we would have an ideal economic
system if we managed somehow to eliminate
greed. That companies have to generate
returns in a competitive environment to sur-
vive is a constraint of the system. Those who
cannot are eliminated. The exorbitant level
of salaries and remuneration for managers in
times when entire economies are struggling
also cannot be attributed primarily to human
greed. The decisive factor is rather that those
who take entrepreneurial risks in the finan-
cial sector can expect the state to intervene

to save them if things go wrong. It is about
politics, not morals — which is why we need to
change the rules of the game, rather than the
people.

Should politics trump business?

We live in a democracy. In Switzerland, in
particular, we are proud of our democratic
mechanism for intervening directly in the
political machinery. Consequently, it must
give grounds for reflection when far-reaching
decisions, such as the rescue of UBS or the
deliveries of bank customer data to the USA,
are approved by parliament retroactively.

Of course, it is impossible to solve the

most important problems of today’s global
economy with national politics alone; trans-
national and supranational approaches are
also required. Political players are generally
not able to oversee the dynamics in play in
markets. Nevertheless, they have to draw up
rules. Like in football: even if you don’t know
what will come of it, it must be clear at the
international level what a foul is.

Those who
trust

believe in
something.

How can an individual earn trust in busi-
ness or politics?

He or she must be reliable. Trust may be given
on the spur of the moment based on impres-
sions made in a matter of seconds. However,
a trusting relationship develops over a longer
period of time. It is about continuity of trust.
Yet individuals do not always have control
over all the conditions of their actions. When
trust in the system crumbles away, even peo-
ple at the top can quickly become powerless.
The trustworthy investment consultant may
have believed steadfastly in the risk assess-
ment models of his bank and the Triple As of
the rating agencies — but when a cascade of
crises brings his institution tumbling down,
both he and his clients will soon lose trust.

What can a company do to become, be or
stay trustworthy?

Companies, in particular banks, which are
especially dependent on credit, try to main-
tain their trustworthiness with a consciously
managed corporate identity. At the same
time, they fan the flames of mistrust with
their circumventions — recall the gigantic
shadow banking system that exacerbated the
financial market crisis. Word has it that the
PR departments of banks are trying to pro-
mote their business with professional market-
ing. At the same time, they have departments
that look for every possible loophole, accord-
ing to the rationale “After all, the competition
does it too”, etc. You can’t on the one hand
promise a more careful handling of risks and
on the other announce pre-crisis returns of
15 to 20 per cent to investors. This does not
encourage trust. That trust in Switzerland as
a financial centre is surprisingly high in light
of the euro crisis has more to do with social
and political stability and with the good per-
formance of the overall economy. Primarily
companies in the financial sector benefit from
these advantages. I support the theory that
banks today have jumped on the bandwagon
of trust in Switzerland.
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continue to be of the utmost
and in future”
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Once you have decided to cultivate a relation-
ship, you have to find a way to make it happen,
says ICRC director-general Yves Daccord. His
organisation builds and maintains contacts in
crisis regions with various armed groups — some
of which are illegal — to help those in need.

Yves Daccord (48)

studied political science and
began his career as a journalist.
In 1992 he came to the ICRC as
a delegate and worked in Israel,
the occupied territories, Sudan,
Yemen, the Caucasus and
Georgia. In 1998 he assumed a
managerial role at the organisa-
tion’s Geneva headquarters,
and in 2010 he was appointed
director-general.

He is married to a former ICRC
delegate and the father of three
daughters.

Photo: Cédric Widmer

In all its activities, the ICRC stands by the
principle that it will maintain contact
with all parties to a conflict. How do you
establish these relations?

We believe physical proximity is essential.
The ICRC can only operate from a position
of proximity, in the places where people are
directly affected. We not only seek proximity
to those affected, but also — and this is what
distinguishes us from other organisations —
to those who influence their fates. Take the
example of Afghanistan. We didn’t discover
the Taliban yesterday, but have made every
effort over the years to maintain relations
with them - not for political reasons, but
because we are convinced that this is the only
way of gaining access to the people affected
by the war. Only by doing this can we enable
ambulances to move around. It’s a very prag-
matic approach, but that’s the way we work.
And so, over the past 30 years, the ICRC has
not only cultivated relations with the Afghan

regime, but before that with the Mujahideen,
and now with the Taliban as well as the inter-
national troops, of course.

What kind of relations are these?

Even in these days of electronic communica-
tions and virtual worlds, we still set great
store by personal contact. We remain con-
vinced to this day that face-to-face meetings
are essential. I am sure that direct contact
will continue to be of the utmost importance
now and in future. It plays a crucial role in
all our discussions, including, for example,
with the American government. On the other
hand, virtual contact is also gaining in signifi-
cance — a development we all have to face up
to, even if we admittedly still don’t feel very
comfortable with it. In Syria, for example, we

ceotrust 17
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The ICRC at work: in current massive crises, only a few humanitarian organisations man-

age to get access to the people affected.

With an annual budget of CHF
1.5 billion, the International Com-
mittee of the Red Cross (ICRC) is
one of the largest humanitarian
organisations active worldwide.
It employs around 13,000 people
in over 80 countries. Established
in 1863 in Geneva, the organisa-
tion is funded mainly by voluntary
contributions from state govern-
ments. The ICRC is independ-
ent and takes on the role of a
neutral intermediary in conflict
situations. It offers assistance
and protection to victims of war,
distributes food and equipment
in conflict regions, and organises
medical aid. The legal basis for
its work is established by the
Geneva Conventions, by means
of which the international com-
munity has committed itself to
humanitarian principles in armed
conflicts.
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have a lot of contact with people who write to
us on Facebook or via SMS. This is new, and
by no means easy for us.

How do you deal with this situation?
We have no choice but to increasingly
improve the integration of social media into
our work. We won'’t be doing it willy-nilly,
but always as dictated by individual circum-
stances.

Do you reply to Facebook messages?
Yes, we are open to dialogue. Recently, for
example, there was a group of people who
contacted us about a hunger strike in Israeli
jails. We reacted to it by putting up a brief
interview on YouTube. Not a press release,
but a lightning-fast reaction on the Web.

The ICRC stands for impartiality. How do
you satisfy this requirement in practice?
Your employees must have sympathies
and think in terms of victims and per-
petrators ...

In the course of training our colleagues —
especially at top level — we provide them
with tools to enable them to keep a distance
when that is called for. This is particularly
true of team leaders, who are put under great
pressure. We support them in mobilising

the necessary resources in such situations.
We actually work on the basis of very struc-
tured procedures. We have our own system
of checks and balances. If someone has an
important meeting coming up, they first have

to discuss it with someone within the organ-
isation, in order to prevent them from being
drawn towards one side or the other. Above
all, we constantly have to be clear about
why we need to be neutral, independent and
impartial — only in this way can we maintain
access to the people and places that no one
else can reach. In all the current major cri-
ses — Somalia, Mali, Libya, Syria — there are
very few humanitarian organisations who are
given access to the local populations. Along-
side Médecins sans Frontieres we are often
the only organisation on site, and that leaves
us very exposed. It often causes me a great
deal of worry.

How can you remain distanced and
impartial when you know that you are
facing someone who is responsible for
atrocities?

The crucial factor is whether this person can
give you access to a sector of the population
whom you want to protect or send supplies
to...

... that’s the rational explanation, but
what about the emotional side?

If it is a matter of winning the opposite num-
ber over to grant your request, such difficul-
ties can be overcome. What is extremely dif-
ficult to bear is the feeling of powerlessness.
The realisation that it has become impossible
to do anything for the people affected has a
serious psychological effect. This was some-
thing experienced, for example, by my col-
leagues during the genocide in Rwanda.

The ICRC frequently has to deal with war
criminals. Are there any ethical limits to
the cultivation of contacts?

Once you have decided to cultivate a rela-
tionship, you have to find a way to make it
happen. That sometimes means having a
drink together. As a delegate you adhere to
the rules of hospitality; I have no problem
with that. The main question is asked at a
much earlier stage: Do I believe I will achieve
something? And, much more important: Am
I actually achieving anything? Depending on

the answers, the strategy may change. But
there are certain rules of conduct that must
be respected.

The ICRC has for a long time been on the
scene not only in wartime situations.
For example, you also operate in slums
suffering from gang violence, and are
involved with everyday criminals.

These gangs actually only pursue financial
rather than political objectives, but the con-
sequences for the general population are
generally similar to those of a conflict. Take
Central America, for example, where there

is no actual war, but the violence levels are
extremely high. More people per thousand
die there than in Afghanistan. We have
observed, paradoxically, that gang bosses also
know exactly what the needs of the people
are in the areas they control. We can there-
fore talk to these people, but unlike in classic
wars we constantly have to ask ourselves
what gives us the legitimacy to be there. If the
answer to that question is not clear, we are
exposing our delegates to huge unnecessary
risks.

In other words, the gangs must under-
stand the rules by which the ICRC oper-
ates?

Yes. Because if the person you are dealing
with does not know what you are seeking to
achieve, it quickly turns very nasty.

So has the background against which you
work changed a lot?

There is a strong fragmentation of the par-
ties, and there is always the matter of finan-
cial envy. How should we proceed in these
circumstances? Should we refrain from talk-
ing to a Mujahideen leader simply because he
also controls the drug trade? No. Our strategy
is relatively simple. We ask ourselves: Does
this person control the access to the popula-
tion groups who depend on our help?

“We are experiencing a world in
which the structures are becoming
increasingly unclear. How can we
make contact with groups that
are not structured? This is a real

challenge for us.”

Do you explain to these people about the
Geneva Conventions, on which the ICRC
bases its operations?

What counts is not the letter of the Geneva
Conventions, but its spirit. And that’s some-
thing that certainly can be discussed with
gang bosses. They understand only too well
what is meant by a victim or a prisoner and
what is meant by executing a prisoner. We
support our dialogue with the gangs with the
backbone of international humanitarian law,
and in so doing we talk about responsibility —
such as the responsibility of a gang leader to
ensure that the population has access to med-
ical care and water. On the other hand, you
can also make it clear to a government that at
least some dialogue with a gang is necessary.

You have spoken about the fragmenta-
tion of the parties to a conflict. How does
this development affect your work?

We are used to meeting with people who

are part of a clear command structure. We
usually know on what level we should place
them. But now, particularly with the revolu-
tions in the Near East, we are experiencing a
world in which the structures are becoming
increasingly unclear. How can we make con-
tact with groups that are not structured? This
is a real challenge for us, and an important
reason why personal contact, provided rep-
resentatives can be identified, is absolutely
essential.

You are at the head of an organisation
with 13,000 employees throughout the
world. What is the basis of the ICRC’s
relations with its own staff?

At heart is the way in which we deal with
our people — and not least the perspectives

we offer them. Ten years ago our employees,
especially the international crew, stayed with
the ICRC for a relatively short period. That
has changed; people are staying on board

for much longer. The average age is 40. We
therefore have to offer clear definitions of the
perspectives at the ICRC. We also value our
local employees highly. They are absolutely
central to the organisation and deserve great
recognition. We remain on the ground for a
lot longer in conflict situations, and often it is
the local ICRC people who have the contacts
and relations.

When you started out as director-general,
you said you wanted ICRC managers to
be less isolated in their decision making.
What we are seeking to achieve is to be able
to make decisions much more quickly

when needed. We are an organisation that
produces a lot of information, and we are
relatively decentralised. It is important to
bring together the necessary people to make
clear decisions. To do this requires intelligent
information management, but the role

of managers also needs to be clarified. The
delegation managers — including myself —
should bring together various areas of
expertise. What makes the ICRC stand out

is the combination of knowledge and
experience.
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As a lawyer at the European Court of Human
Rights in Strasbourg, Helen Keller is the
supreme Swiss guardian of human rights.
She explains why Switzerland is not a model
country, how the debt crisis is having an
impact on her work and what role contacts

dossier trust

“The people are not

play in her career.
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The petite woman is wearing sturdy shoes.
Her waterproof jacket and waterproof trou-
sers are hanging in the cloakroom of the
Institute of Law at the University of Zurich;
her cycling helmet is lying on a cupboard.
Helen Keller is out and about on her bike in
all weather — she does not own a car. In Stras-
bourg, where she lives and works during the
week, she cycles everywhere. Only in cities
such as New York does she swap her bicycle
for a scooter, for safety reasons.

Her unpretentious appearance belies the
exalted status that Helen Keller holds. She

is a professor for international law at the
University of Zurich and has been a judge

at the European Court of Human Rights in
Strasbourg since October 2011, one of the
most senior positions in the legal profession.
The Court is the highest instance for the more
than 800 million citizens of the 47 member
states of the Council of Europe and monitors
compliance with the European Convention on
Human Rights. Each member state provides
one judge.

Helen Keller (48)

has worked as a judge at the
European Court of Human Rights
since October 2011. The Court
examines breaches of the Euro-
pean Convention on Human
Rights and imposes sanctions.
She studied law at the University
of Zurich and underwent further
training at the Collége d’Europe in
Bruges, the Harvard Law School
in Cambridge and the European
University Institute in Florence.
Until her appointment in Stras-
bourg, she worked as a profes-
sor for public, European and
international law at the University
of Zurich and was elected onto
the Human Rights Committee of
the United Nations Organization.
Helen Keller is married to Ulrich
Schmid, a professor of Slavonic
studies, and has two school-age
sons.

Photo: Gerry Amstutz
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You have been a judge at the European
Court of Human Rights for a year. What
is your assessment so far?

I am in constant dialogue with judges from
every European country and work particu-
larly closely with colleagues from Italy, Bel-
gium, Portugal, Lithuania, Serbia and Turkey.
Exchanging information and ideas with

the different nationalities is intensive and
exhausting. It took a while for me to under-
stand the group dynamics and to remember
who speaks when and when it was my time to
cast my vote. Today I understand the ritual-
ised processes. The dialogue with the differ-
ent nationalities is enriching and challenging
—on a linguistic, interpersonal and legal level.

What surprised you most in view of the
different cultures?

That there is no consensus in Europe on many
social issues such as freedom of expression,
gender equality and equality of same-sex
couples, or access to adoption. In some areas,
the opinions of the judges are diametrically
opposed. Because the legal traditions are so
diverse, there are also heated discussions

on judgements. You can find yourself on the
receiving end of these, and you are some-
times outvoted.

What can you achieve at all?

I see my work as a service to humankind and
to Switzerland. For Switzerland, the Court is
the last instance; for many countries in which
human rights are not as established, however,
it is the first instance that takes plaintiffs seri-
ously and gives them a chance to win their
case. Chechens, for instance, can only win a
case before our Court.

Would it be correct to think that as
relatively few complaints come from
Switzerland, the country has an
exemplary record in human rights?

From a human rights perspective, Switzer-
land still has some catching up to do in some
areas. It was one of the last countries to ratify
the European Convention on Human Rights.
However, there are no systemic or severe
breaches of human rights in Switzerland. This
is down to the high standard of living, the
social security system and primarily also the
strong state. But many cases from Switzer-
land are referred to Strasbourg with regard to
law regarding foreigners or procedural law.

Is the deportation initiative that was
accepted last year consistent with human
rights?

I cannot say anything specific about that
because there has been no judgement yet.
The initiative undoubtedly throws up difficult
questions with regard to human rights.

But the people are always right.

No. Political majorities must not ignore
human rights. We are here to protect indi-
vidual people rather than the majority of

the population. To formulate it in extreme
terms: if the majority of people are in favour
of somebody being lynched, that is something
we cannot support.

In this country, complaints that Swiss
law is being weakened by international
conventions are becoming ever more
vociferous.

In economically difficult times, human rights
must be very carefully protected. History

has shown that foreigners in particular are
ostracised in times of crisis. That is why

you need an independent instance such as

Every year, around 50,000 new complaints are received in Strasbourg;

around 150,000 cases are pending. The most frequent customer is

Russia, followed by Turkey. Around 300 complaints a year come from

Switzerland. A lot of routine files that land on Helen Keller’s desk

involve excessively lengthy proceedings or unpaid pensions, but she

also handles cases that sometimes keep her awake at night: kidnapping

of children, domestic violence, conditions of imprisonment, unsolved

deaths. When the Court establishes a breach of human rights or

pronounces judgement on compensation, these are binding for the

countries found guilty.
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The debt and finance crisis is having a tangible effect on the Court’s
work. This is primarily due to an additional protocol for guaranteed
property rights that has been ratified by most countries but not by
Switzerland. In the Court’s opinion, pension entitlements are a person’s
property. This means that claims regarding reductions in pensions can
be filed in court. Judgements have already been issued against Greece
and Italy, for instance, ordering the state to satisfy the pension claims.

the Court in Strasbourg. You cannot simply
deport foreigners because criminality might
be especially high in one ethnic group.

Many European countries are facing
financial ruin - where is the money
going to come from for the additional
demands?

It is not our task to balance the state budgets.
If the pension to which a person is entitled is
reduced to 10 per cent, this is a clear breach
of human rights. It is also not acceptable that
schools are being starved of funds and, for
example, that teaching only takes place once
a week. The right to education is a fundamen-
tal human right. If we don’t protect it, we will
rob our children of their opportunities.

You will unleash a flood of demands with
that statement.

I am aware of that. It will also be a tough les-
son for the EU with its savings targets.

Where does your pronounced affinity for
human rights issues come from?

As a child, I did not come from a privileged
background. I grew up as a foster child in a
working-class family with Mediterranean and
Moslem influences. My foster father was a
Polish refugee. I started my law career with-
out any contacts whatsoever, but I made up
for that with hard work and persistence.

In the academic world, networking is
vital. How did you develop your network
of contacts?

I went abroad early on and met a lot of peo-
ple. I am probably better known abroad than
in Switzerland. In addition, I have attracted
attention through my lectures. In fact, my
first professorship was offered to me by a
dean who attended one of them. I got my
first scholarship because I had to represent
my boss at a conference and then put a lot
of time and energy into preparing my talk —
and at the end received a standing ovation.
Even today, I still attach great importance to
preparing my presentations because I do not
want my audience to get bored — after all,
they have taken the time to come and listen
to me. Among other things, I owe my appoint-
ment in Strasbourg to the fact that I am used
to speaking in front of people and can break
down complex problems into easy-to-under-
stand concepts.

ceo trust 23



l ceo 2/2012

Page 25
Page 27
Page 29
Page 31

Page 34

-

Big Data
When information’s
the key to success

Axel Timm
Leader Technology

Big data - huge data sets analysed with new technologies and linked to
other information - has massive potential, especially for organisations
that are able to create competitive advantage by harnessing big data as

part of innovative business models.

Information is the currency

of the future. There’s nothing
new in that. What is new is the
way state-of-the-art informa-
tion technologies are enabling
information to be used profit-
ably. The result is big data. In the
medium term there will not be

a single industry in Switzerland
that is not affected by the radical
changes triggered by big data
technologies.

Since 2000 the volume of data
has exploded. Suddenly we saw
two key developments: anyone
could now publish blogs, photos
and videos electronically, and
for the first time people started
shopping big style on the Web.

Technology-driven companies
such as Amazon and eBay, which
have used this information to
tailor their offerings precisely to
the needs of their customers, had
to tackle the challenge of hand-
ling big data much earlier than
traditional industries and banks.
These forerunners developed
powerful technological solutions
that are now available to other
industries.

Use data intelligently

Big data involves a new approach
to analysing and intelligently
linking information. The key is
for an organisation to use data
smartly and make it usable

not just for itself, but for its stake-
holders too. This creates a

Holger Greif
Leader Consulting

decisive strategic edge: now data
isn’t just capable of answering
questions related to an organisa-
tion’s finances, but also gives
insights into the needs of cus-
tomers and the value chain. For
example, with the help of big
data an ice cream manufacturer
can find out not just how much
product it sold last year, but how
much it will sell on Thursday in
two weeks if it rains.

Big data will lead to the emer-
gence of new business models to
take the place of old ones.

Here are a few classic applica-

ceo value 25




tions of intelligent data manage-
ment:

* optimum pricing of products
and services on the basis of cur-
rent demand figures

* more confident predictions of
demand on the basis of weather
data, for forecasts of ticket sales
or working out how much cash to
putin ATMs

e timing the launch of discounts
and special offers

* special offers precisely matched
to individual consumers on the
basis of their buyer profile

Goodbye to classic marketing
It used to be that the people mak-
ing decisions in business based
their choices on experience and
their analysts’ views of the mar-
ket. In the future they’ll be basing
their decisions on facts under-
pinned by data from a wide range
of sources. Analysis of informa-
tion from the Web will replace
market research. It will no longer
be necessary to ask consumers
for their opinion in person. An
example is a Swiss retailer that

found out that mothers with
small children were avoiding its
stores because they didn’t like to
run the gauntlet of checkout dis-
plays filled with irresistible good-
ies for kids.

Another advantage of big data
will be that management will get
more or less real-time feedback
on the success of marketing strat-
egies, rather than having to wait
until the next quarterly figures
are published to see if they’re on
the right track.

Changes with profound
implications

In the machine industry, systems
based on sensors are increasingly
taking the place of traditional
maintenance systems. In person-
nel recruitment, historical data
from CVs, job profiles and cus-
tomer feedback can help boost
the quality of new hires. The
impact of big data will be even
more profound in other indus-
tries. In health care, for example,
it will create completely new
ways of improving the way drugs

Supporting innovative business models
Since the beginning of 2012, PwC has
been in partnership with Teralytics, an

ETH spin-off founded by Professor Donald
Kossmann and Georg Polzer that deals
primarily with big data. Teralytics and PwC
work together to help their clients deliver
innovative business models. For example,
they analysed cash flow data as part of
the receivership proceedings for Lehman
Brothers investment bank in Switzerland.
Thanks to this analysis, the receivers were
able to evaluate large amounts of data
from a variety of transaction systems more
quickly and reconstruct financial trans-
actions more easily. “In the future every
business, whether it’s a global player or a
medium-sized local operator, will have a
computing cluster for big data analysis,”

predicts Professor Kossmann.
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are developed by incorporating
information about different ther-
apies and methods of treatment.
These changes will also have a
fundamental impact on people’s
job descriptions, notably in the
case of knowledge workers, and
big data technologies will be a
vital part of the modern employ-
ee’s skill set. We're already seeing
the emergence of entirely new
roles, for example that of the
data scientist.

And big data will play an increas-
ingly pivotal role in traditional
areas such as IT security. It used
to be that log files were saved
and only examined for usable
clues if irregularities were sus-
pected. These days banks system-
atically evaluate log files, with

anomalies automatically trigger- :
ing the alarm or barring access to’

the system.

Cost need not be an issue
Thanks to providers of big data
computing capacity, the IT over-
head doesn’t have to go through
the roof, although you really
should have your own cluster for
very sensitive data. But here, too,
big data technologies will lead

to organic growth in the infra-
structure and the emergence of
attractive cost structures. For less
sensitive data, companies can
rent computing capacity in the
cloud. This way you only pay for
the number of computing hours
you actually use.

axel.timm@ch.pwc.com
holger.greif@ch.pwc.com

Summary

Companies already have
access to valuable data such
as buyer profiles, customer
e-mails, tweets and weather
forecasts, but they fail to
make sufficient use of this
information. Yet the use of
big data technologies will
be the single most decisive
factor in whether many
businesses achieve their
strategic objectives or not.
The winners will be com-
panies that come up with
innovative business models
and services on the basis

of this information — and
exploit big data as a big
opportunity.

Nicolas Mayer
Tourism & Hotel Business

Hotel industry
New approach required

The Swiss hotel sector is going through a structural transformation.
This is no bad thing for the industry. The main opportunities don’t lie
in a flurry of construction activity; the real potential lies in penetrating
new markets and customer segments, formulating new sales and distri-
bution channels and strategies, and improving the service.

Switzerland boasts some of the
world’s most famous tourist
destinations. St. Moritz, Davos
and Zermatt, for example, have
established themselves as global
brands, and cities such as Zurich,
Lucerne and Geneva have made
aname as dream destinations
for individual travellers as well
as being attractive locations for
business conferences. Switzer-
land has hotels that regularly
rank among the best in Europe.
These things are increasingly
valued by guests from emerging
regions. A detailed look at the
accommodation statistics reveals
a promising trend for the Swiss
hotel industry. In the first half

of 2012 there was impressive
growth in visitors from Asia,
Africa and South America: China
(without Hong Kong): overnight
stays up 27%; Singapore: up
15%; Japan: up 14%; the Gulf
States: up 41%; North Africa: up
37%; and Brazil: up 5.7%. These

figures confirm the previous
year’s trend: an increasing num-
ber of promising customers are
coming from other continents. In
absolute terms this growth hasn’t
(yet) made up for declines in
overnight stays from crisis-ridden
Europe, but these rates open up
completely new perspectives for
Swiss hotels.

Strategies for guests from
other cultures

But this shift in clientele requires
a change of mindset when it
comes to the quality of service.
The days when Swiss hotels
geared their service, logistics and
infrastructure primarily to tour-
ists and businesspeople from the
West are as good as over. Guests
from other cultures have differ-
ent needs and customs, from

the way they’re greeted to the
food they eat and the shampoo
they expect to find in their room.
Visitors from faraway places —
unlike those from neighbouring

countries — generally only come
to Switzerland once, but they

do serve as key opinion formers
back home.

Like the Europeans, guests from
Asia, the Middle East and Africa
differ in terms of their individual
needs. Individual travellers

from India or the Gulf States, for
example, expect the same level of
sophisticated service from a hotel
as they would expect as high-
net-worth clients of a Swiss pri-
vate bank. Some establishments
in Geneva, Zurich and Interlaken
have already demonstrated how
a hotel’s offering can reflect cul-
tural and individual diversity by
adapting their services, and in
some cases even their buildings,
to the needs of their Arab clien-
tele.

If you want to come up with new
strategies you have to understand
what guests from other cultures
expect. That’s not so easy. You

can start out by asking guests

in person to get an initial idea.
But this is only of limited use, as
many will respond purely out of
politeness. A more professional
way of going about it is to find
out about your guests’ country
of origin yourself, for example
by going to local tourism fairs or
joining forces with local provid-
ers. One of the roles of tourism
industry associations should be
to gather this knowledge and
pass it on to individual hotels and
infrastructure operators.

The cultural diversity of guests
is only one of the challenges for
Swiss hoteliers. There are two
additional major trends trans-
forming the structure of the
industry: the level of expectation
among travellers in general, and
the trend to electronic booking.

Investing in service quality
Tourists these days are well
informed and in a position to
compare different destinations
and hotels; they expect individ-
ual service and optimum value
for money. New and innovative
strategies combined with realistic
calculations can open up new
potential sources of revenue.
Endeavouring to constantly give
guests a sense of well-being is an
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Swiss hotel industry posts impressive growth rates

investment, as people who feel
looked after will take advantage
of more of what the hotel is
offering, as well as being more
likely to come back. There is no
financial justification for below
par service.

The investment required to
ensure excellent service qual-

ity is much smaller — at least in
financial terms — than the typical
investment in buildings. It hinges
on two things: a service philoso-
phy that is systematically put into
practice, and staff who are able
and willing to make this happen.
Personnel management is a very
good example of the importance
of thinking in business terms.
Carefully selecting your people,
training them and rewarding
them appropriately are the keys
to outstanding service quality. In
reality, however, some hotels are
more inclined to seek people who
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are cheap rather than people who
are motivated. In many cases
they don’t even have a binding
personnel policy in place.

Rating portals instead of stars
Itisn’t just travel agents and tour
operators who are being forced
by modern technology to come
up with new business models.
The same applies to hotels. Many
travellers have stopped relying
on classic hotel star ratings, and
book their holidays without the
help of a travel agent — and are
much more likely to be guided
by online ratings posted by other
guests. These days it’s an easy
matter to visit a hotel portal to
find out whether a hotel matches
people’s expectations.

A survey in Germany has shown :

that 48% of all Internet users
consult an online rating before
booking a particular hotel or des-
tination. And although the hotel
rating portals aren’t immune to
manipulation, they do enjoy a
high degree of credibility. Hotel-
iers themselves pay a great deal
of attention to these ratings:
three quarters of those polled in
the survey say they are important
or very important. The more peo-
ple who have a good experience
of a hotel’s service and tell other
people about it, the better the
establishment’s reputation will
be. Hoteliers have to gear their
sales and procurement processes,
as well as their marketing, more
closely to the Internet as a chan-
nel of communication.

nicolas.mayer@ch.pwc.com

Summary

The Swiss hotel industry is
undergoing a transforma-
tion. New projects are being
developed, and other mar-
ket players will renovate or
extend. But the industry
could be expending just as
much energy on harness-
ing the opportunities that
are emerging in the form
of new guest segments and
markets, new distribution
channels, and new, innova-
tive offerings in tourist
areas.

Peter Renggli
Treasury & Financial Risk
Management
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Euro crisis
Weighing what’s conceivable
against what’s feasible

The euro crisis didn’t happen all
of a sudden. It’s something that
has developed steadily over the
last few years. After joining the
EU, countries like Greece, Spain
and Italy reined their interest
rates back to German levels,
stimulating demand for their
debt among government and
private investors. This led to a
credit-driven economic boom in
southern Europe. But there was
an inevitable downside: increas-
ing prices, wages and imports,
declining exports, and ultimately
current account deficits. At the
same time there was no way

of correcting imbalances via
exchange rates or real economic
mechanisms such as workforce

mobility, prices, wages or trans-
fer payments.

The euro crisis has now pre-
sented us the bill in the form of
exorbitant payments from the
euro rescue package and drastic
spending cuts in crisis-ridden
countries; it’s a life-or-death
struggle costing a huge amount
of money. It’s understandable
that experts, the media and the
public at large are expressing
doubts as to the very construct of
the euro.

Not just the Swiss National
Bank, but the European Central
Bank (ECB) and other national
banks are keeping the monetary
reins very loo se indeed at the
moment, in some cases increas-

It’s still unclear where the euro’s journey will lead to. What is clear
is that it will have a fundamental impact on global enterprises, and
not just in terms of the way they manage currencies and liquidity.

If crisis-ridden countries were to leave the euro zone, it would have
serious side effects and raise countless questions. In this article we
provide a few suggestions as to how companies can look for answers
- starting right now.

ing their monetary reserves by up
to 400%. If Friedman’s monetary
policy rule still holds — and bear-
ing in mind developments in the
United States in the 1930s — we
face inflation in two to four years’
time. Prices will adjust, interest
rates will rise, and the property
market will suffer. And compan-
ies will have to think of ways of
staying productive and raising
finance even if they’re able to
reduce their debts in an environ-
ment of higher inflation.

At the moment it’s hard to tell
precisely where the euro is going.
To give an idea of what could
happen, we have come up with
scenarios that in reality could
also occur in combination.
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How to prepare properly for changes in the euro zone

Analysis of situation

Treasury

Contracts with suppliers

Finance

HR/staff

List of actions with
these components

Processes

Systems

The most important phases of preparing for the crisis: Decide which scenarios
are relevant for your business. Weight by importance and risk. Formulate con-
crete measures that can be executed quickly if necessary.

1. Development of the

euro zone

In this scenario the euro zone
continues to muddle its way
through the crisis, in particular
by way of ECB intervention. This
buys the central bank time, but
compromises its credibility and
increases the risk of inflation. At
the same time there are political
moves to bring about longer-
term changes in the framework,
for example in the form of a
fiscal pact, banking union and
closer integration. Growth could
decline temporarily, but in the
longer run calm could return to
the markets.

2. Sovereign default and debt
restructuring

This scenario sees the insolvency
of nations like Greece, Italy or
Spain. Private creditors such as
individual investors, pension
funds, insurance companies and
banks default. The country goes
into recession, unemployment
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rises, and there is the risk that
banks will also slide into crisis.

3. Exodus from the euro
Greece and other high-risk coun-
tries leave the euro zone and
return to national or parallel cur-
rencies. There is a devaluation of
the euro, and probably a flight
of capital from these countries.
Debt increases in the countries
that have left the euro, as do

inflation and unemployment. On :

the other hand, countries that
have basic public spending under
control could return to health in
the long term.

Whichever scenario comes to
pass in the future, global cor-
porations in Switzerland can
already start to take concrete
measures.

Treasury should be evaluating
foreign exchange risks by country
as well as by currency, weighing

Measures ranked by
importance and risk

measures

Short-term fix

these up against each other. If a
country leaves the euro, so-called
natural hedges may fall apart.
Companies should also be taking
a critical look at their hedging.
Management should be taking a
critical look at the way sales are
distributed, if necessary making

Summary

10 most important

Solution + lasting impact

100-day plan

changes by shifting or setting up
production facilities. This is a
good time to also think about the
price sensitivity of the goods you
produce.

Another key issue is financing: Is
a central holding structure still
preferable to local financing?

Impending changes in the euro zone are creating oppor-
tunities as well as risks and new concerns. To recognise
and exploit these opportunities early on, top management
needs to be attentive and willing to take the necessary
decisions. Your treasury and financial planning experts
should be using their experience in dealing with risks to
make your management aware of the scale of the euro cri-
sis and propose a systematic approach. Make sure you're
present in the right countries today, and you could be
harnessing the price advantages tomorrow. And get the
right financing in place now, and you’ll have the resources
to succeed going forward. To put it in a nutshell, respond
today and you’ll be in a position to act tomorrow and get
a big step ahead of the competition.

How short-term do you want
your liabilities to be? How safe
are your banking relationships?
Contracts should also be on your
to-do list: your company should
go through its purchase and sales
contracts, leasing agreements
and long-term liabilities in good
time, where possible modify-
ing payment terms, or building
the necessary conversion and
termination clauses into new
contracts.

Be far-sighted and systematic
Given the uncertain future of
the euro, many companies are
asking: “What now?” But the
question we think they should
really be asking is: “What should
we be doing now?” To prepare
properly for the changes, it’s
worth proceeding in steps.

1. First formulate what your
management believes to be the
most probable euro scenarios and
those that will have the great-

est impact on your business. For
each of these scenarios, evaluate
the risks and define the events
for which the company will start
working out appropriate meas-
ures.

2. If these trigger events occur,
you put emergency plans in place
and define concrete measures
which will enable your organisa-
tion to prepare adequately for the
new situation. You also define
the events which will then trigger
immediate implementation of
these measures.

3. If the situation develops as
foreseen in one of your scenarios,
you implement the measures you
have defined.

peter.renggli@ch.pwc.com

Armin Marti
International Tax Structuring
Switzerland

Total tax contribution
How much business contrib-
utes to public finances

Most people underestimate the contribution businesses make to
public finances. But a PwC survey shows that taxes and duties paid
by corporate entities accounted for more than half of government
revenues in 2010.

The issue of tax has triggered
fierce public debate, particularly
in the wake of the financial and
economic crisis. In this debate,
fiscal and ethical arguments are
intertwined. On the fiscal side
we have the necessity of reducing
public debt and public deficits
and increasing government and
tax revenues. On the ethical side,
a common argument is the issue
of tax justice: Are all sections of
society and the economy mak-
ing a fair contribution to public
finances?

The debate in Switzerland is
dominated by the question of
how to deal with the untaxed
assets of private individuals from
abroad. This has meant that the
issue of “appropriate” taxation
for corporations has tended to
take a back seat. But now the

issue is back in the limelight with
Swiss Federal Council plans to
move ahead with Corporate Tax
Reform III. The great challenge is
to find models for the taxation of
holding, domiciliary and mixed
companies that are acceptable to
the EU and its member states on
the one hand, but which ensure
that Switzerland continues to be
an attractive location for doing
business on the other.

Corporations provide

more than half of total public
revenues

PwC would like to contribute
some hard facts and figures

to what is sometimes a very
emotional debate on tax. The
recently published study on total
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Taxes collected
Taxes and duties collected by an
entity on behalf of the state

Product

-6.58%

Net VAT

Stamp duty on insurance
premiums

Import duties

Taxes on alcohol and tobacco
Other taxes

People

25.42%

Pay-as-you-earn
tax Profit

Social security
contributions
(employer)

60.96%
Withholding tax
EU tax on interest

Property

7.04%
Stamp duties

In 2005 PwC developed the concept of total tax contribution
(TTC) to improve transparency in corporate taxation. TTC is a
model that captures a corporate entity’s entire tax payments.
It covers all types of tax relevant for corporate entities, and is
based on a pure cash flow view. This enables direct compari-
sons with the data on government revenues published by the
Federal Statistical Office.

Besides Switzerland, PwC monitors total tax contribution in
Australia, Belgium, Canada, India, Japan, Luxembourg, South
Africa, the UK and the United States.

www.pwc.ch.
sonja.jau@ch.pwc.com.
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Taxes borne

Taxes and duties borne by

the entity itself

Product

12.56%

Non-refundable VAT
Stamp duty on insurance
policies

Import duties

Taxes on betting and
casinos

Monopoly tax

Cantonal stamp duty
Stamp duty on documents
Other taxes

People
37.65%
Social security
contributions
(employees)

tax contribution (TTC) provides
some objective arguments. In this
study, PwC captures a company’s
entire tax payments. Analysis of
corporate tax contribution usu-
ally focuses on corporate income
tax, the only type of tax that has
to be stated separately in a com-
pany’s financial statements. But
taxes on profits account for only
around 40% of all the taxes and
duties contributed by corpor-
ations to public finances. And
here we also have to distinguish
between the taxes borne directly
by the company (taxes borne)
and those it collects on behalf of
the state (taxes collected).

This is the second time PwC has
published a survey of total tax
contribution in Switzerland. The
first report, published in 2009,

Planet

0.77%

Mineral oil tax
Heavy vehicle fee
CO, levy

Profit
44.14%
Corporate income
tax

Withholding tax
Property gains tax

Property

4.88%

Taxes on capital

Stamp duties

Property tax

Motor vehicle tax

Taxes on waterborne craft

was primarily based on data
from 2007, while the latest study
draws on figures from 2010 and
2011. As we all know, a financial
crisis shook the world between
these two observation periods.
This means that the findings of
the TTC study are telling from
two points of view: Are the find-
ings of the previous study con-
firmed? And what impact has
the financial crisis had on the
tax contribution of corporations
overall, and of individual sectors
of the economy?
Fast-forwarding to the conclusion
of the report, the financial crisis
has reduced companies’ total tax
contribution by much less than
one may have expected. Certain

details are particularly worthy of
mention:

* In 2010 the revenues of all ter-
ritorial authorities in Switzerland
came to CHF 197 billion. Corpor-
ate entities contributed CHF 111
billion of this; in other words,
they provided a good 56% of gov-
ernment revenues.

* Around one quarter of govern-
ment revenues (CHF 51 billion)
were contributed directly by
corporations; an even larger
amount, CHF 60 billion, was col-
lected by corporations on behalf
of the state.

* The share of social security
contributions paid by com-
panies, which the TTC method-
ology treats as employee-related
taxes, plays at least as important
arole as corporate income tax.
Together with corporate income
tax, these “people taxes” account
for four fifths of the total corpor-
ate tax contribution.

* Large corporations account for
a disproportionately high share
of the tax contribution of cor-
porate entities. The five largest
corporations taking part in the
survey contributed over ten times
more to government revenues
than the average of the 57 enti-
ties surveyed.

These and other figures confirm
that corporate entities play an
eminently important role in fund-
ing public spending, and this role
is underestimated if analysis only
takes account of taxes that are
dependent on profits.

Virtually no change in the
effective tax rate

The question remains as to
whether this rate has changed in
the wake of the financial crisis. A
comparison of the 31 companies
that took part in both TTC studies
sheds some light on this. In 2007,
these entities paid around CHF

4 billion in corporate income

tax. This figure fell to around
CHF 800 million in 2010, and
increased again to around CHF
1.4 billion in 2011. This fluctua-
tion, however, had only a limited
impact on the total tax contribu-
tion, as non-income taxes are
hardly dependent on the eco-

nomic cycle. Employee-related
taxes, for example, increased
over the same period.

From a company’s point of view,
non-income taxes function like
fixed overheads. And as a look at
the total tax rate (TTR) shows,
these hardly changed during

the crisis. The TTR sets the total
taxes borne in relation to earn-
ings before taxes borne to meas-
ure the total effective tax con-
tribution made by an entity. In
2007 the TTR of the corporations
participating in the study came
to 32.0%. The figure declined to
25.8% in 2010 before returning
to 31.9%, the pre-crisis level, in
2011.

Financial sector remains an
important source of revenues
An analysis of taxes paid broken
down by industry reveals the fol-
lowing picture. Banks account for
three quarters of the decline in
income taxes. Overall, however,
banks contribute a considerable
share of tax revenues, above the
average for other sectors. The
insurance industry has proven

to be resistant to crisis, with its
income tax contribution also ris-
ing steadily during the crisis.
The study also reveals that the
pharmaceutical industry had a
stabilising influence on govern-
ment revenues during the crisis.
While the industry saw income
tax decline slightly in line with
the economy as a whole, pharma-
ceutical companies continued to
operate profitably at a high level.
An increase in headcount also led
to significant growth in people
taxes.

The impact of the crisis is appar-
ent in other industries. Reduced
profitability led to a decline in
income taxes, which fell 31%
between 2007 and 2011. At the
same time, total taxes borne and
collected increased 1%. In other
words, other non-income taxes
completely offset the decline in
income tax. This translated into
an explosive increase in the total
tax rate for companies (apart
from banks, insurance and phar-

maceutical companies), which
grew from 38% in 2007 to 78.4%
in 2010, before declining to a still
considerable 59.6% the following
year.

Increased revenues thanks to
attractiveness of Switzerland
There are two key insights to be
gleaned from the study:

* Particularly in times of crisis,
it’s important to analyse all taxes
borne and collected to assess a
company’s contribution to pub-
lic finances. Even if an entity
does not post a profit and pays
no income tax as a result, it still
makes a substantial contribu-
tion to government revenues via
other types of tax, particularly
employee-related tax.

* Even though companies have
paid significantly less income
tax overall, the share of revenues
from income tax has declined
little in percentage terms. This is
only partly down to the stabilis-
ing influence of strong industries
such as pharmaceuticals. Another
factor is the broader basis of the
survey: an increase in the num-
ber of taxable entities, thanks
not least to international groups
moving to Switzerland, has offset
the losses via the taxable base.
The tax regime may not be the
only reason for Switzerland’s
attractiveness, but it is the main
one. Corporate Tax Reform III
should be taken as an opportun-
ity to develop the tax system
intelligently. Above all, the
mobility of individual corporate
functions should be taken into
account. This could be done by
differentiating between differ-
ent types of revenue. Solutions
similar to the “patent boxes” also
being talked about in the EU
could grant privileged tax rates
for things like financial income
and income on intellectual prop-
erty. Another priority has to be

to keep the tax regime as simple
as possible. The less complex

the system, the less expensive it
will be — for companies and the
authorities — to make it work.

armin.marti@ch.pwc.com

Summary

PwC’s work on total tax
contribution is designed to
bring transparency to the
complex issue of the tax-
ation of corporate entities.
The advice to companies is
as follows: differentiated
disclosure of tax payments
and open communica-

tion with stakeholders will
enable you to show your
actual contribution to
public finances. With good
arguments at your finger-
tips, you will be able to
communicate your role as
part of society with con-
fidence. From a political
and administrative point
of view, transparency is
the basis for developing the
system of laws and taxation
so that the prosperity of
society benefits. Switzer-
land has to find a balance
between locational attract-
iveness and being a fair
player in the international
tax competition.
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'The value of social

The manners and values taught by the
Lausanne Hospitality Management School
are important seed capital — not only for a

career in hotel management. Today, social skills
and sensitivity are critical in interacting

with people from other cultures in all sectors.

Photos: Gerry Amstutz

Multicultural: young people from more than 90 countries around the world study at the EHL.
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The Lausanne Hospitality
Management School (EHL) was
founded at the end of the 19th
century. Today it forms part of the
University of Applied Sciences
Western Switzerland, and has
1,800 students from 90 different
countries, with around 40 per cent
from Switzerland. The EHL aims
to be teaching 2,500 students in
five years’ time. The school works
closely with the business com-
munity and conducts research

on behalf of companies, in areas
including those outside the hotel
and restaurant sector.
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The peaceful village of Le Chalet-a-Gobet
above Lausanne has become an insider
favourite among talent scouts. This is the
location for a twice-yearly job fair, held by the
renowned Lausanne Hospitality Management
School (EHL), where graduates of the school
meet representatives of the major hotel
chains and, increasingly, also banks, consul-
tancies and luxury goods manufacturers. This
year, UBS was there for the first time. The
aim of this major bank was to attract candi-
dates for private banking from among the
future hospitality managers.

“We are interested above all in interpersonal
skills, which are developed at the EHL,” says
Anna-Katharina Morike of the UBS person-
nel department in Geneva. “This includes the
way they deal with customers.” Other person-
nel managers praise the excellent manners of
the EHL graduates and their ability to relate
with ease to people from a variety of back-
grounds. In other words, unlike many other
university graduates, those who have studied
at the EHL are not only qualified in their sub-
ject but also have excellent social skills. These
abilities are sought after in the employment
market in general — only 40 per cent of all
EHL graduates work in the hotel and hospital-
ity sector, with the others finding jobs in the

banking, consultancy and luxury industries.
A tour of the campus confirms the usual
image of a university — lecture rooms, library,
cafeteria, with the lively chatter of groups

of students to be heard everywhere. But on
closer inspection it becomes clear that a dress
code is in operation here. Without exception,
the young men and women attend their lec-
tures in immaculate business dress.

“What makes this school special,” says mar-
keting lecturer Rémi Chadel, “is a level of
cultured refinement that is way ahead of the
other institutes. We do not merely teach here,
we offer a comprehensive experience.”
Talking to students and lecturers, you hear
many things that indicate why the EHL is spe-
cial. Aspects mentioned most frequently are
the emphasis on the practical — studying here
is a hands-on experience — and the pleasure
of social interaction. “I really wanted to study
business economics,” says Jorg Lindenmann,
a student on the bachelor’s degree course,
“but somehow I got the impression it would
be too boring - too much theory.” The EHL
likes to see itself as competing with leading
business schools. The difference lies in the
practical experience.

Young people here get their hands dirty right
from their first year. They spend a week each
in the hustle and bustle of the washing-up
line, serving fast food during busy lunch-
time sessions, cleaning rooms in the student
residence and discovering what it feels like
to work their way up from the bottom in

the university canteen — among chefs who
noisily throw their weight around. “When
students first experience the strict hierarchy
of a kitchen it teaches them modesty,” says
Anouck Weiss, the EHL communications
manager. And EHL director-general Michel
Rochat stresses that this kind of personal
experience promotes social skills, as does
teamwork.

And how else are interpersonal strengths
developed? Specialist knowledge is much
easier to get across than behavioural skills,
admits lecturer Rémi Chadel. Thus, the EHL
looks for this potential as a basic require-

e veryday working lives,
our students must increasingly be
OWWeork in a wide variety of
rabeontexts.” samadLaaroussi

“Our parents want to make
sure that they have invested the
tuition money wisely.”

Alain Le Boursier, student

No exceptions: students always dress impeccably in the classroom.

“Although many EHL students come
from privileged backgrounds, here
they really keep both feet on the
ground - everybody takes a turn at
latrine duty during training.”

Jorg Lindenmann, student and school representative

There are over 25,000 EHL gradu-
ates living in 120 countries, who
maintain contact long after com-
pletion of their studies through
an active alumni network. This is
helped not least by regular meet-
ings of the 70 regional branches
spread throughout the world.
The network offers social events,
services such as an online jobs
platform, and further education
and training opportunities.
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Your school trains hospitality managers. How important are
the relationships between host and customers in the hotel
industry?

Relationships are the pivotal factor; they are the basis, which is why
we also attach such great importance to them. We give our students
the ability to conduct themselves appropriately and to act with con-
fidence in their professional and social lives — that is a major plus of
our training. Our courses sensitise the students to a code of conduct
in business life — the code emphasises openness, responsibility and
respect towards others. This type of conduct is the basis for our gradu-
ates’ success. We try to teach our students a high degree of social com-
petence and at the same time a maximum of specialist knowledge.

How do you convey these values?

We first work on the personality of the students; we then develop the
professional expertise and finally the training of specific management
skills. But after the preparatory year, students should have reached
the stage where they strive to be above average and know how import-
ant adherence to detail is. And they should have learned to listen to
customers and to be proactive. We want them to develop the desire to
guess a customer’s future requirements.
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the students’ personality,”

says Michel Rochat, director-general

of the Lausanne Hospitality Management
School since 2010. “We then develop the
professional expertise and finally the
training of specific management skills.”

What is the key element of the relationship between host and
guest?

Trust! Above everything else. To create trust, you have to understand
the customer’s requirements and know how to satisfy them. Only then
can a connection develop that leads to a long-term relationship. This
understanding constitutes success in our industry.

Can this type of relationship management be taught at a
school?

Not as a subject on its own — that would be doomed to fail from the
start. These behavioural aspects must permeate all subjects and be
planted unconsciously, so to speak, in the students’ minds. Work in
groups is also important as this is where you learn social responsibil-
ity —a chain is only ever as strong as its weakest link.

Serving others is not particularly popular in our society ...
That’s true; our students are not necessarily used to that. They are
normally the ones who receive the service. 'm thinking of communi-
cation services, or their role as consumers in hotels, bars or on trips.
Now they suddenly find themselves on the other side, and it is up to
them to offer the perfect service. The students are very curious to
experience what it is like on the other side of the counter. And it is not
restricted to work; it also extends to social relationships. Understand-
ing the conduct of others, handling people from other cultures in an
appropriate manner — for all these aspects, the international environ-
ment at our school is the perfect place to practise. People do not just
come to our college for specialist training; they also come to develop
their personality.

Other renowned training establishments are opening subsid-
iaries in other countries. Are you planning any subsidiaries
abroad?

It is still too early for that; at the moment it is not part of our strategy.
Before we establish ourselves abroad, we want to improve the range
of courses we offer. __

Practically oriented: in the school’s kitchen and restaurant, students learn what it is like to work their
way up from the bottom.

The job market is on the lookout for
social skills: following graduation, only
40 per cent of all EHL students work

in the hospitality and hotel sector.

The others find jobs in the banking,
consulting and luxury sectors.

ment when selecting its students. Part of the
selection procedure — only around one-third
of applicants are offered a place — involves
role play, in which candidates show how they
would behave when faced with an angry
customer. Those who feel overwhelmed by
such a situation are not offered a place. “Not
everyone is born a good hospitality manager,’
says Chadel.

Samad Laaroussi, head of the bachelor’s
programme, produces a table to explain the
value placed on the development of social
skills at the EHL. This table lists the skills
acquired during the course — ranging from
“interpersonal and multicultural sensitivity”
and “self-management” to “leadership” — and
indicates when particular emphasis is placed
on relations: as an aspect of the teaching in
all subjects, as part of the feedback in group
work and also, as required, in contact with a
personal coach.

A high level of social competence is not only
nice to have. It also satisfies clearly defined
objectives: “In their everyday working lives,

4

our students must increasingly be able to
work in a wide variety of cultural contexts,
stresses Laaroussi. He gives the example
of one student whose eyes were opened to
cultural differences in a painful way during

a period of practical experience in China.

The young manager reprimanded a kitchen
employee in a harsh tone — and the Chinese
subordinate was never seen in that workplace
again because he had lost face.

The EHL also attaches great importance to
extracurricular activities. Over 30 student
associations amply demonstrate the students’
initiative — subjects range from hotel and res-
taurant training in the developing world to
an organising committee for the graduation
celebrations. Practical experience is also an
important part of the skills portfolio on which
EHL graduates base their search for employ-
ment, as is the degree thesis, which offers
further evidence of the enterprising nature of
these future hospitality managers.

The school is particularly proud of House-
Trip, an Internet-based holiday accommoda-
tion agency, which came about as the result
of an EHL project. The founder obtained the
first investors for establishing this company
among fellow students. The success story of

”

this start-up business is typical of one aspect
that makes the EHL particularly attractive
aside from the practical experience and
personality development it offers: excellent
networking. This includes not only an unpar-
alleled alumni network, but also what mar-
keting lecturer Rémi Chadel calls “top-quality
social capital”. Micronetworks have arisen
among students and their families, which can
be built on subsequently in business life. “If a
hotel proprietor is looking for a new general
manager for one of his establishments, he
will search first among his son’s or daughter’s
fellow students.”

A student survey showed that the second
most important motive for attending the

EHL were the advantages of this network
when seeking employment. EHL's reputation
topped the list.
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The Zurich company Open Systems specialises in IT se-
curity. CEO Martin Bosshardt explains why nothing
in the highly sensitive field of data security can be done
without trust — and why it is nevertheless important to

allow customers to retain control.

Globally active companies and organisa-
tions have outsourced their key IT
security and availability operations to
Open Systems. The trust placed in you
must be massive.

All the business we do is based on trust.

An ambitious business model.

Yes, as trust can obviously be neither claimed
nor bought. You have to earn it. And once you
have earned it, you have to treat it very care-
fully. We operate according to the principle
that trust is good but control is better, and
give our customers control over all the pro-
cesses we implement for them. We document
everything we do for a customer in minute
detail, which means everything is thoroughly
traceable.

So trusting you means understanding
what you do. Are mere records enough
for this?

Records are an important aspect to building
up trust, definitely — in my view, the most
important. The trust we build on is associated
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with the fact that we operate on the same
level as our customers.

What is it your customers place their
trust in?

We use technology to safeguard their IT sys-
tems, thereby ensuring the availability and
smooth operation of their communications
infrastructure around the clock and around
the world. In many companies, communica-
tion via the Internet has become an essential
part of value creation, and the permanent
availability of these systems is effectively
essential to survival. We are the specialists
in this area. We know the threats and trends,
and have our finger on the pulse of techno-

logical developments. Changes happen so fast

that technology needs replacing every two
years to avoid losing the connection. As we
can offer this in a standardised package, it

is more cost-effective for most companies to
keep their infrastructures up to date through
us than to manage it themselves.

And that’s the ultimate argument?
It is certainly an important argument, but
taken in isolation it would not bring us a sin-

Martin Bosshardt (44),

CEO, member of the board of
directors and co-owner of Open
Systems, studied at the Swiss
Federal Institute of Technology,
Zurich, and Todai University in
Tokyo, and began his career as
an electrical engineer with ABB
before moving to Futurecom
Interactive, a digital communica-
tions consultancy. He came to
Open Systems in 2002.

Photos: Gerry Amstutz
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Open Systems

was founded in 1990 by Florian
Gutzwiller in Basel and now has
its headquarters in Zurich with
branches in Sydney and New. The
company specialises in IT secu-
rity, employs over 70 computer
specialists and works for custom-
ers worldwide, operating in 176
countries.
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gle customer, as technology to us is merely a
means to an end. Our service involves making
sure that technology works. In this we are
indeed dependent on hardware and software,
but much more dependent on our employees.

And how do you ensure that your employ-
ees do not abuse the trust placed in Open
Systems?

Governance is very important in our business.
We do not grant access and then control it
ourselves. It is our customers who make the
policy — we implement it and control it. None
of our employees can access data they are

not supposed to access, without someone
noticing. These instruments are augmented
by our corporate culture, which promotes
proximity to our staff. We are practically a
family.

But trust can also be abused within
families ...

Yes, but a company can decide who is part
of the family, which is not the case with real
families. We choose all our employees with
great care. Their specialist skills are very
important, but just as important to us is that
the character of each new employee fits in
with everyone else. We all work at the Zurich
site, apart from our Sydney branch. But even
there, the people come from here. Every few
months we send a team from Zurich to Aus-

“Specialis@@kills are very important,

iportant to us is that

r of each new employee
ith everyone else.”

.| The spatial concept at Open

Systems’ headquarters offers
a work environment that com-
bines the advantages of a large
open-plan area with the con-
venience of individual offices.

tralia; the branch there is obliged “to follow
the sun”.

What do you mean by that?

We guarantee our customers access at all
times to highly qualified employees. It would
be difficult to require top engineers to man-
age infrastructure from here at four o’clock
in the morning. On the other hand, offer-
ing them a few months in Sydney is a very
attractive proposition.

How exactly do people work at Open
Systems?

Everything revolves around providing a
service 24/7. We work in cubes, rooms with
walls of glass —and a door, which can be
closed by anyone needing peace and quiet to
concentrate. The complexity of the problems
we face can be very high, and maximum
concentration is required. This wouldn’t be
possible in a classic open-plan office. At the
heart of our company is what we call Mission
Control, two large cubes in the centre of the
operation. We work in shifts here, in teams
with precisely defined roles. The cubes stand
on a low pedestal that is illuminated in blue,
and sometimes in red during periods when a
team must not be disturbed.

Your customers expect you to safeguard
their communications infrastructure. To
what percentage can you guarantee this?
Not 100 per cent — there’s no such thing as
total security — but the maximum achievable.

Many attacks on systems are only possible
because the systems are badly maintained.
Ongoing work on a corporate infrastructure
is needed; otherwise it develops holes, mak-
ing it unstable and vulnerable. As soon as
vulnerabilities become known, the attacks
start. Good maintenance is therefore the best
protection for a system.

What is the role of Open Systems here?
We ensure that the time span between a vul-
nerability becoming known and its rectifica-
tion is kept to the minimum.

Can you be a bit more specific?

At present, 15 to 20 vulnerabilities a day are
detected that can be rectified. Depending on
their nature, this can be done in a few min-
utes or it may take weeks.

Regarding the removal of vulnerabilities,
can Open Systems exercise any influence,
for example with software manufactur-
ers?

Yes, we can now, as we have grown in size
and are therefore taken seriously. Manufac-
turers know that we have some very good
people here who are looking at their prod-
ucts.

The risks from outside are one thing.
How do you minimise threats from
within a system?

It is all a matter of the security system design,
which must ensure that the individual com-
ponents are not dependent on one another,
so that any damage is limited and can be isol-
ated. Really substantial damage in IT systems
is often associated with systems from which
as much efficiency as possible is wrung out. It
is a basic fact that highly efficient systems are
not as robust.

So the price of efficiency is susceptibility?
If an infrastructure is centralised, there is

dependency on the centre. It is possible to go
to a lot of expense to guarantee security here,

but with centralisation one-to-one synergies
cannot be achieved, as much greater effort is
needed in the centre to increase not only the
efficiency but the quality.

Why is Open Systems not called Secure
Systems - what does the “Open” mean?
The founder, Florian Gutzwiller, established
Open Systems in 1990 without a specific plan,
but with a clear awareness that the Internet
would radically change the way in which
people communicated with one another, as
they could now network simultaneously with
one another worldwide. The buzzword of the
times was “open systems”. And so the name
came about. Now it represents the range of
what we offer: we ensure that our customers’
communication infrastructures work, that
the channels are open — and can operate
securely. We are like the factory walls and
entry barriers of former times.

Are there any companies to whom you
would not offer your services?

We enter into a relationship with every com-
pany we work for, and our name is closely
associated with the names of our custom-
ers. We check a company out in great depth
before we embark on a new customer rela-
tionship. We do not want customers at any
price. To give you a straight answer: yes,
there are some companies for whom we
would never work.

Interesting. Which ones?
I'm not going to say.

Who decides such a thing?

We do. Open Systems belongs to three share-
holders: the founder and chairman Florian
Gutzwiller, my colleague Goetz von Escher
and myself. We have no external investors
and no obligations to banks or other third
parties. Apart from our customers and our-
selves, we are not accountable to anyone.

You yourself started at Open Systems in
2002, shortly after the dot-com bubble
burst. That took some courage.

When the dot-com bubble burst, it was “back
to square 1” for Open Systems — suddenly we
hardly had any customers any more. But we
had an amazing infrastructure in terms of

both staff and technology. I found that very
attractive. Until that time we had also con-
sidered ourselves to be a dot-com company,
but then changed our focus and began to win
over companies from completely different
sectors to our ideas and services. It took a lot
of work to build things up. Our customers are
now our best reference, to return to the initial
question of why people trust us.

You said that you earned the trust placed
in you. How did you do that?

Quality is our top priority, not only externally
but also internally. We have therefore made

a conscious decision to invest in our internal
systems as well, arranging our working
environment in such a way that it suits us
from start to finish and is also appropriate for
what we represent. We also take great care
when selecting our employees. They operate
very well with one another as a team — some-
thing that has grown over the years, not only
benefiting the company but also increasing
the team members’ job satisfaction.

At the end of the day, income is what
drives the business — how is it developing?
Over the last ten years we have grown by 25
to 30 per cent every year, a figure that was
somewhat easier to achieve when we were
still small. We now operate in 176 countries
worldwide, and our services enjoy a leading
position in Europe.

Are there any factors limiting future
growth?
I can’t think of any.

The sky’s the limit?

From the present perspective, it would be a
shame to think otherwise. __
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“It is ultimately about what

Robert Zoellick, who leaft as president
of the World Bank in June 2012, on the
need to foster growth worldwide and what
companies can do to ensure that their role
is understood and accepted.

Interview: Lucy Parker, Photo: Max Lautenschlaeger/VISUM

As you come to the end of your steward-

ship of the World Bank, how do you think " Robert Zoellick (59)

the world is doing? has a long history of public

I think the world is stumbling. But it is stum- service, most recently as the
bling forward, and the extraordinary steps President of the World Bank
taken by the Federal Reserve and the Euro- Group, the post-Second World
pean Central Bank have removed the tail War institution charged with
risk of extreme market moves, and bought fostering development in poorer
some time for other actions. My concern countries. Having worked under
is that the time bought needs to be used to both Republican and Democratic
fix the structural aspects of growth. This is administrations in the USA,
particularly obvious from where I sit at the Zoellick rose to prominence in
World Bank because many emerging market the early 2000s as the US Trade
countries, having gone through the traumas Representative, during which

of the 1980s and 1990s, seem to appreciate time he signed a record number
better than developed countries the need to of free trade agreements.

focus on the fundamentals of growth and
productivity. The developed countries have
understandably focused on the stabilisation
of the macroeconomic situation — the fiscal
and monetary tools. But while that is a neces-
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In the past five years,
the emerging coun-
tries have provided
two-thirds of global
growth.
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sary component of getting us back on track,
it is not sufficient. If the focus does not turn
to growth, then I think policymakers will be
tempted to use the tools they have, and that
is likely to lead to a continuation of what are
extraordinarily unusual monetary policies. I
am concerned that those will plant the seeds
of future problems.

The goal of the World Bank is to reduce
poverty and support development. What
is the role of the private sector in that?

It is absolutely fundamental. It is fundamen-
tal among developed and developing coun-
tries. One of the major transformations of our
era, which has happened quickly, is the rise of
emerging markets. In the past five years, they
have provided two-thirds of global growth. In
emerging markets there is not a debate about
the role of the private sector; there is a desire
to harness it, to recognise that it is a source of
increased productivity, a source of innovation
and a source of jobs. When you have a crisis,
there can be government policy responses,
and those are often appropriate in terms of
establishing fairer rules of the game and a
fair marketplace. But they are not a substitute
for private-sector dynamism.

But some people argue that companies
are actually the problem in the devel-
oping world. Do you think they have a
point?

No. If anything I would argue that what I
encounter in developing countries is a relent-
less pragmatism to see what works. So some
of the ideological hang-ups that I encounter
in the developed world are being overcome
more quickly in the developing world. One
example is that if you look at the successful
model of development of East Asian countries
over some 30 to 40 years, part of their chal-
lenge has been how to get connected to the
supply chains and the logistics operations of
global companies. That is not only a ques-

tion of access to markets; it is a question of
knowledge transfer and of the technology
that is key to building productivity. Moreover,
it is not just a question of machinery, it is a
question of how workers improve their prod-
uctivity through being part of these effective
systems. So rather than seeing companies

as part of the problem, I see them as a key
component of the solution.

So how can companies respond to nega-
tive public sentiment?

I see it from an executive perspective because
I have been dealing with this at the World
Bank, too. While we are not a private share-
holder company, we make revenue that we
plough back into the business and we are a
very large institution. We have had to deal
with the antiglobalisation movement. I think
the key is that companies and organisations
need to be rigorous in figuring out how they
add value.

They then need to be open in discussing that
with people. For companies, it is important
to see your workforce and your communities
as part of your broader role in society. And
sometimes companies have to recognise that
they need to change — and how they handle
that change will affect their brand value and
how they are perceived globally. I think some-
times companies feel it is just a question of
public relations, and I don’t accept that view.
They have to have adding value inculcated
into their sense of what their role is for soci-
ety, as well as for their shareholders. I person-
ally believe that companies of all sorts add
value for their shareholders, their employees,
their communities, their consumers — but
perhaps differently from 50 years ago. I think
that now they have to be more active in mak-
ing the case for change and explaining it to
others.

How can companies make the case for the
value they add?

Sometimes you can do it in a collaborative
fashion. To use an example from the World
Bank: I have tried to promote what we call a
democratised development. We have tried to

“As opposed to coming in with the wisdom of established
elite universities and of great development economists, we try
to understand our clients and we try to solve problems.”

open up our information, to form networks
and partnerships, and to be a catalyst in how
we work with others. When I came here five
years ago, a lot of the environmental groups
saw the bank as an obstacle. Now, I think
they see the bank as a valued partner. When
we work on something together they are glad
about what we can bring to the table. But that
requires building trust.

You’re saying that building relationships
over time is the key to establishing trust?
It’s about relationships, but it’s about more.
Some people might feel it is just a question of
talking to people and outreach. But it is also,
ultimately, about what you do. And it is also
about being open about the things that you
do not do as well as you should. You need

to run a place where you are open to critics,
open to discussion. This is another mistake
that some companies have made, thinking
that either you just succumb to critics or try
to buy them off with favours. Where you
disagree, you need to engage in a reasoned
debate and make your case.

We are in not only a global society but,
increasingly, a more open society. You have
to be alert to these issues. Because even in
countries with authoritarian governments,
people are concerned about how companies
treat the environment, and they are going to
be concerned about the treatment of their
workers. So an executive has to have a multi-
dimensional view of the challenge.

Can this be squared with delivering
shareholder value?

I think this is probably the role of a modern
executive, to explain this. I'm not saying take
your eye off the ball on basic performance,

on costs, customer delivery and profitability.
But all around the world you can do a lot of
damage to your brand that will take a long
time to recover if you are not attending to
these issues. So I am saying they are going to
be increasingly important for relations with
customers, suppliers, the policy environment
and regulation. Even within a traditional
shareholder value model, they have an
important role.

What implications do these changes have
for global institutions, such as the World
Bank?

I came into an institution that was facing a
crisis. We had a turnaround period. We had

a food, fuel and financial crisis. So we had to
step up. I feel that in my time here, I have had
to modernise this institution. That goes onto
the issues of, for example, how we change the
staffing, how we change the location of our
operations, how we manage the voting posi-
tions. In a sense, we’re like a multinational
that takes global experience and customises
it for local circumstances. So, ranging from
China — which has a very good development
story, basically wanting us just to consider
with them the structural changes they will
need for the next 30 years — to Liberia and
Afghanistan, which are countries coming out
of conflict and needing the most basic devel-
opment of capacity. So we must customise.

What has been your approach to mod-
ernisation?

First, I have tried to start with recognising
that developing countries are clients. So, as
opposed to coming in with the wisdom of
established elite universities and of great
development economists, we try to under-
stand our clients and we try to solve prob-
lems. And it’s not just a matter of analyzing
the situation but focusing on how to try and
solve the problem.

Second, the question is how we can leverage
our strengths in financial knowledge and our
relationships with developing countries to
be a better partner across a network of play-
ers — everyone from pension funds to United
Nations agencies. Then the third part of the
process is opening up the institution with

a new open information policy and open
data policy — thereby changing the mindset
of people. I am a big believer in focusing on
results and accomplishments. So the last
thing — and this is where it is harder in a
public sector organisation than in the private
sector, because the private sector is driven
by bottom-line results — is trying to measure
what you set out to do.

You’ve been at the helm at the World
Bank for five years. What is going to be
different about the next five years?

The one insight I would highlight is that what
used to be seen, even twelve years ago, as a
North-South knowledge exchange is increas-
ingly becoming South-South. And I hope
that the North will also recognise that there
is some South-North learning too. There

are a lot of interesting innovations and ideas
out there in emerging markets that are not
only valuable for other developing countries,
but also could be relevant for developed
countries. —

This interview originally appeared in the “Brunswick
Review”, www.brunswickgroup.com.
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“The future is in Asia”

Felix Sutter lived for many years in Beijing and Singapore and
was vice-president of the Swiss-Chinese Chamber of Commerce
in China. A PwC partner specialising in strategy advice for
companies that want to do successful business in Asia, he now
commutes between the Far East and Switzerland.

To me there are two metaphorical windows
with a view: through one I can look out

from Switzerland over the Asian lands, and
through the other from Asia to Switzerland.

I am familiar with both of these perspectives;
I feel at home in both places.

My wife is originally from Beijing, and we
have lived in that city. For me it was a real
opportunity to get to know the culture in
depth. We lived among Chinese people, not in
one of those residential developments for
ex-pats. I learned some Mandarin, and I can
get by in the country without an interpreter.
For five years I advised Chinese companies
who needed to ensure that their internal
accounting systems satisfy the Sarbanes-
Oxley criteria in readiness for quotation on
the US stock exchanges. During this period
the PwC team in China involved in this field
grew from 150 to 600 people. Implementing
a growth strategy in China means learning
how to deal with the authorities. I still benefit
from those experiences today.

I see some great opportunities in transfer
of know-how in areas such as health care and
education, for example.
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Since then I have developed a speciality in
strategy advice for companies who want

to implement successful business models for
activities in Asia. Many of the companies
have their headquarters in Switzerland, so I
relocated and now work from Zurich, in order
to be closer to the decision makers.

When building up a business division in the
Far East, it is important to have access to the
markets for managers in Asia. The time delay
and cultural distance make it impossible

to control such a business remotely. Add to

this the fact that we in Switzerland have no
idea of the dynamic in Asia — things move at
an incredible pace, 24 hours a day, 7 days a
week. People are motivated, they are hungry,
they achieve more, but they are (still) less
efficient than we are. Their requirements are
completely different from those in Europe.

If you know and analyse these requirements,
I believe there is a huge potential for Swiss
companies. Throughout Asia, “Made in
Switzerland” is a first-class seal of quality.
The upwardly mobile middle classes

are attracted by outstanding products, for
example in the health, food and retail
sectors. Asian people do all they can for their
children — only the best will do. A statement
such as “Swiss recipe made in Singapore”
exerts a great pull. People are prepared to pay
a higher price for top-quality products, which
have added political correctness from the
“Made in Singapore” endorsement.

I can also see some great opportunities in
transfer of know-how in areas such as health
care and education, for example. Why not
export our excellent structures for the early
detection, pretreatment and follow-up
treatment of illnesses? Or our concepts for
training and passing on knowledge? We

have a certain exoticism of our own that

we could market, such as agricultural niche
products made without mass production.
There are numerous possibilities, any of
which could give a boost and broader support
to the economy in Switzerland. For one thing
is clear: growth is happening in Asia — and
that will not change in the coming years. —

Photos: Vera Hartmann

The Sutters at hometheir roots are in Switzerland and Asia.
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