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Introduction

The post-recession economy. Continuing rapid globalization. 
Fast-changing technologies. Business leaders in a reset 
economy are faced with some daunting challenges. Near 
the top of the list as business executives prepare for 
their companies’ future is the growing recognition of the 
importance of developing strategies to shape their next 
generation leaders. New leaders for the new normal. 

In early summer of 2010, over 200 leaders with diverse 
backgrounds from companies from GE to the Boston 
Symphony gathered at the 14th annual Wharton Leadership 
Conference to exchange ideas and discuss new approaches 
to managing their leadership benches and pipelines to 
remain competitive in this new environment. To extend 
the discussion, Knowledge@Wharton authored a series of 
articles based on the speeches and interviews with speakers 
at the conference. As a follow up from this executive 
leadership program, sponsored by Deloitte Consulting LLP, 
we’ve selected several of these articles highlighting leading 
practices and leadership development strategies to help 
navigate critical workplace issues. Reflecting the insights of 
several conference speakers, each article provides a unique 
perspective and focuses on a different aspect of leadership 

development. While some business leaders suggest building 
better leaders through concentrated staff development, 
retaining top employees and even hiring future stars away 
from rivals, others cite sticking close to core values and 
avoiding significant changes in strategy. One leader notes 
that companies in India and China are far more adept 
at creating broad networks and uncovering innovation 
than most U.S. companies, which would do well to learn 
more about these practices. Yet another warns against the 
dangers of “mission creep.” 

No matter what the leadership approach is – and it will 
likely differ company by company – it is clear that as 
companies move forward and focus on growth and the 
next generation of business priorities, orchestrating their 
leadership strategies in a  reset economy will be critical to 
their success. We hope this collection of interviews provides 
useful insights, questions, and attention to this important 
discussion.

Jeff Schwartz
Global and US Talent Services Leader 
Deloitte Consulting LLP
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How GE builds global leaders:  
A conversation with chief learning  
officer Susan Peters

In recent years, GE has faced 
severe business challenges — the 
company’s $200 billion market cap 
is half of what it used to be. Still, 
an area of enormous strength is 
the way the company identifies and 
builds leaders, as the large number 
of CEOs who once worked for GE 
testifies. Much of the credit goes 

to GE’s corporate learning programs, executed through a 
learning facility in Crotonville, N.Y., the oldest corporate 
university in the United States. As business becomes more 
global, how is leadership development at GE changing? 
How does GE use technology to teach leadership? What 
impact will the influx of the Facebook generation have 
on the way leadership is taught? Susan Peters — GE’s 
chief learning officer and vice president for executive 
development, and a speaker at the upcoming Wharton 
Leadership Conference Wharton Leadership Conference on 
June 16 — discussed these questions and more with  
Knowledge@Wharton.

An edited transcript of the conversation appears below:

Knowledge@Wharton: Could you give us an overview of 
corporate learning at GE?

Susan Peters: At GE, we have been involved in learning 
and development for more than 60 years. We have the 
oldest corporate university in America at Crotonville, N.Y. 
GE purchased the property in the mid-1950s and we started 
teaching management there at that time in courses that 
were 13 weeks long. I know that’s a bit hard to believe. Of 
course, we have evolved; today the longest course we teach 
there is three weeks long. But the truth is that if you think 
about education, it is a fundamental and very deeply rooted 
part of our corporate culture.

To give you an overview of what we do, we have an 
umbrella approach that we call GE Global Learning. We 
break it up into three buckets. The first is leadership. The 
second is skills, which is driven by function —finance skills, 
marketing skills, etc. The third bucket is business. What we 

are trying to teach there is the knowledge that is specific 
and needed for a business or industry. As you know, GE is 
in a wide range of industries from aviation to healthcare to 
financial services so we have to teach specifics within each 
of those industries. If you look at those three buckets and 
aggregate them all, including all the training and programs, 
we spend about $1 billion a year in training at GE.

Knowledge@Wharton: How do you define your objective 
in teaching leadership?

Peters: The mission of our leadership effort is to inspire, 
connect and develop the leaders of today and tomorrow. 
That is our objective. We seek to do this through the 
Crotonville experience. If we do a good job with the people 
who come through the Crotonville classes, there is a huge 
multiplier effect. They go back and hopefully do the same 
thing —inspire, connect, and develop the people who work 
for them, and who might not be able to physically attend a 
course in New York.

Knowledge@Wharton: Who is your primary audience? At 
what level of the organization do you develop leadership? 
Is training offered throughout the company or do you 
target a certain segment?

Peters: Our leadership development programs run 
all through the organization. Let me segment the GE 
population for you. We have about 290,000 employees. A 
little less than half of them are professionals; the others are 
folks who work in the factories. The effort I’m talking about 
applies almost exclusively to our professional population. So 
let’s assume we are talking about 150,000 people —half of 
whom are located outside the United States. Those 150,000 
professionals around the world are our audience.

We take a stair-step approach to leadership learning at 
GE. First, we have a suite of on-demand courses that 
are available 24/7 through your computer. We have an 
enterprise-wide license with several vendors to provide 
material. We ensure that this content covers a wide range 
of topics from management skills to project skills —we use 
a lot of video, material with downloading capability, etc. We 
have encouraged people to use those avenues for one-off 
or on-demand or lunch and learn programs. But I wouldn’t 
say this is the essential part of our leadership learning. It’s 
foundational and it is available.

“...Millennials are bringing with them a 
different perspective on learning.” 
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The next group up consists of essential skills. We have 13 
offerings involving leadership skills that everybody should 
have, including presentation skills, project management 
skills, understanding finance in a generic way, and so on. 
These courses are managed through the Crotonville staff 
but are delivered at GE businesses around the world. This 
is done through a TTT —Train the Trainer —concept. The 
integrity of the course is maintained because the Crotonville 
staff ensures that the person teaching it has been trained 
and certified.

One step above that, we have what we call cornerstone 
courses. These are programs where individuals physically 
come to a GE facility and spend time there. These courses 
are one week long and are offered around the world. 
There are four key courses. We have a Foundations of 
Leadership course that would happen early in somebody’s 
career, let’s say, during the first one to three years. Then 
there is a Leadership Development Course, a New Manager 
Development Course, and an Advanced Manager Course. 
Those courses span the first 10 years of your career, so you 
would be going to them maybe every other year or every 
third year.

Then we get to the executive level courses. These 
courses are all three weeks long and they are offered 
only at Crotonville —there is a Manager Development 
Course, Business Management Course, and the Executive 
Development Course. Those titles of MDC, BMC, and EDC 
have been in GE since the 1960s, so they have quite a 
historical aspect to them and quite an internal brand. The 
final course we offer is for teams. So we offer leadership 
courses to everyone and at all levels. 

Knowledge@Wharton: As you go up the stair steps, as it 
were, what kind of numbers are you looking at? You started 
with 150,000 professionals. Can you give me a sense of 
scale?

Peters: The usage of the on-demand programs varies from 
year to year. You might find 50,000 to 60,000 people a year 
do some sort of on-demand learning. The essential skills 
course involves 35,000 people. As for the rest, about 9,000 
people a year go through courses in which you physically 
stay at the GE facility. You fly to Crotonville, N.Y. or to 
Munich, Germany, or Shanghai, China or wherever we are 
offering the course.

Knowledge@Wharton: Crotonville, of course, is famous. 
As you said, it has been the hub of GE’s educational 
activities since the 1950s. How many other centers has GE 
developed around the world to be focal points of learning 
for the company?

Peters: We have leveraged the fact that we have global 
research centers in Shanghai, China, in Munich, Germany 
and in Bangalore, India. We teach often at those places. 
They have become our home away from home, if you 
will. We do a lot of our Crotonville leadership teaching at 
Munich, Shanghai, and Bangalore, but also at other places 
around the world. In those cases it is often at a hotel facility. 
The Crotonville facility in New York is the only one that is 
residential. We have 188 rooms on the property. In the 
other locations we would have the participants staying in a 
local hotel.

Knowledge@Wharton: It is interesting to hear your 
comments on the global nature of learning at GE. Have you 
found that as you develop content for teaching leadership 
that the cultural context changes? In other words, are some 
things lost in translation or are you able to use the same 
content in different parts of the world?

Peters: The first thing, as we design or update courses, is 
that this is done by a global team. The team would typically 
get together in either Crotonville or Munich or, recently, 
Bangalore to do this sort of design or redesign. Often it is 
a redesign — you have to always tweak these classes to 
ensure that they include the most contemporary content 
and curriculum. So they start with global input.

The second element is that I have somebody on my team 
who is headquartered in Munich and another who covers 
Europe, the Middle East, and Africa. Somebody on my 
team is headquartered in New Delhi and she covers the 
Asia Pacific region. Their job is to ensure that as the course 
content is taught in the local environment, it is taught 
with the appropriate cultural overtone. The essence of 
leadership, we believe, is the same around the world, so we 
don’t change the fundamentals or the content. But there 

“The essence of leadership, we believe, is 
the same around the world, so we don’t 
change the fundamentals or the content. 
But there is always the cultural aspect 
and those local leaders ensure that it is 
embedded in the course.”
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is always the cultural aspect and those local leaders ensure 
that it is embedded in the course.

Knowledge@Wharton: How widely do you use 
technology in your leadership development efforts? What 
has your experience been? What are the pros and cons?

Peters: The answer is somewhat bimodal. There is an 
element of our teaching that we recognize will always 
be face-to-face and, therefore, probably less technology 
sensitive. I don’t suspect that we will ever go to a place 
where we have only technology based learning or 
e-learning. We really believe that the “inspire, connect, 
and develop” happens with real impact when people are 
physically together. A tremendous amount of sharing 
happens across functions and geographies when people are 
physically together. An example of a course at Crotonville 
would be that there could be 40 percent or 50 percent non-
U.S. participants from multiple businesses and industries, 
across multiple functions.

The other bimodal piece is that we really are trying to 
leverage and embed technology into learning. I mentioned 
earlier the availability of on-demand materials and how we 
are trying to get people to download podcasts or other 
kinds of content that people can access and listen to in the 
car, etc. Some of that is just educating people on what is 
available and how to do it and making learning a part of 
everybody’s day all the time.

We have built at our Crotonville facility several technical 
tools that are very helpful. We use TelePresence, which 
enables us to have a leader from another part of the 

world speak to a class in real time. We also have a virtual 
collaboration room, which enables people to work with 
teams in Crotonville simultaneously with a room that is 
structured the same way anywhere else in the world. We 
encourage people to learn and use new tools when they 
come to Crotonville or take classes, and to that end it is 
things like we actually have them do their report using 
Webex or WebCams on their laptops so that they are 
comfortable using those tools not only in the learning 
setting, but also in their business setting when they go 
home.

We have Kindles. We have global newspapers available on 
portals around the place so that people can — with touch 
screens —open the China Daily Times as they are sitting 
in the lobby of our education building. A lot of this is to 
demonstrate that these tools are now a part of our lives and 
that learning isn’t just about leadership but it’s about the 
use of new technology.

Knowledge@Wharton: What is your approach to team-
based learning?

Peters: That is a course about which we feel really 
confident. We started the program in the spring of 2006 
and piloted it that year. It was the first time that GE really 
pushed the senior level leadership team training. By that, 
I mean the general manager of a P&L unit and his or her 
entire team came to the training. It is a one-week class. 
We call it LIG, which stands for Leadership, Innovation and 
Growth. It basically is the team taking time to learn about 
current environmental or business issues and building 
their ongoing strategy for their growth playbook, which is 
really their three-year strategy outlook. It is an enabler for 
business teams to build their strategy.

What might some of the content be? When we first did it 
in the 2006, 2007, and 2008 time frame we were doing 
things like market segmentation, innovation and building 
adjacencies. The content that we are building for these 
teams now is much more reflective of today’s environment. 
We are focusing on themes like seeing around corners, 
scenario planning, and peripheral vision. We always have 
some innovation and globalization element to it. We 
always teach leadership. This enables people to get current 
thinking from thought leaders around the world. Then they 
go into a break out and say, “How do we apply this to our 
environment? Where do we want to be in the next year or 
two or three?” Because they are doing it as a leadership 
team, we have found it to be very impactful.

“We have global newspapers available on 
portals around the place so that people can 
— with touch screens — open the China 
Daily Times as they are sitting in the lobby 
of our education building. A lot of this is 
to demonstrate that these tools are now a 
part of our lives and that learning isn’t just 
about leadership but it’s about the use of new 
technology.”
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Knowledge@Wharton: You mentioned earlier that you 
spend about $1 billion on corporate learning at GE. How do 
you measure the return on your investment?

Peters: I am thrilled and privileged to work in an 
environment where the leadership team innately believes 
that the learning, the effort, the time, the money and the 
resources we put into learning have an inherent payback. 
So I can spend my time developing curricula and content 
on how we inspire, connect, and develop leaders instead of 
figuring out whether we are getting the payback. Now we 
believe we do get payback because our businesses continue 
to grow and evolve. We have certain courses that we follow 
up with and we do a lot of pre- and post- work with the 
managers of people who go to these classes at Crotonville. 
We set the stage with the managers as to what they should 
expect the individual to experience while they are in the 
class and then after the class, expecting the manager of 
the attendee to know what they learned and, therefore, 
leverage that with that person upon return. But we don’t 
spend a lot of time saying, “Did I make a specific financial or 
numerical ROI?”

Knowledge@Wharton: A new generation —whether 
you call it Gen Y or whatever —of people who have grown 
up on the Internet and with social media is entering the 
workforce. As these younger people join companies like GE, 
are you changing your approach to learning in any way? 
How do you see the evolution of learning at GE taking 
place?

Peters: I do think the Millennials are bringing with them 
a different perspective on learning. We mentioned earlier 
that we have continued to evolve in the use of technology 
and tools such as podcasts, enabling people to put content 

on their MP3 players or whatever tool they want to use, 
even though they might physically be coming to a site in 
Crotonville or Shanghai or wherever. One of the ways we 
are doing it is to ask them a lot about what they want.

For example, we redesigned our Foundations of Leadership 
class a year ago and it was done with the input of 
Millennials. Those are the 20-somethings that attend that 
course. We did a heavy voice to the customer on both 
content and delivery mechanisms and approach. And as 
we redesigned the course it was really with their input 
and effort. We are constantly asking people what do they 
want more of and less of... every speaker in every class 
is rated and evaluated so we understand what’s current 
and contemporary from that class’s view. As those classes 
skew over time toward people of that age bracket, we are 
learning and taking feedback from them.

We have also made changes at Crotonville. Some of it is 
just updating the breakout rooms so that there are more 
technology tools in the breakout rooms as opposed to flip 
charts. Now everything is done online — we have created 
an internal Facebook type of capability that allows groups 
to establish themselves. Then they interact during the time 
that they are a part of that class, obviously, just a bit prior 
to the class, during the class, and then it enables post class 
discussion. But if you go into the breakout rooms now there 
is technology and screens that are much more active and 
whiteboards that can connect around the globe. This is an 
ongoing investment that is pretty significant, but it reflects 
the expectations of the Millennial group.

Originally published on May 12, 2010 in Knowledge@Wharton,  
All materials copyright of the Wharton School of the University of 
Pennsylvania
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‘Talking the talk’: Jeff Schwartz on 
building talent during a downturn

Although many business leaders are not convinced that the 
worst of the global economic crisis is over, there is no better 
time than the present for top executives to ramp up their 
recruiting of top talent, launch new in-house programs for 
training future leaders, and map out a formal succession 
plan covering the CEO or other top officials.

These are among the key findings of a massive, year-
long study of approximately 1,800 global executives by 
professional services giant Deloitte titled, “Managing Talent 
in a Turbulent Economy: Where Are You on the Recovery 
Curve?”, which seeks to answer some of the questions 
about how leadership training and development fits into 
economic recovery efforts.

The project, which surveyed senior executives from a cross-
section of large companies around the globe, found that 
the firms that posted stronger performances and were more 
optimistic about the future were those that refused to put 
retaining top employees — or even hiring some of their 
rivals’ future stars — on the back burner.

“These companies were on, and are on, the offense; 
they are not on defense,” Jeff Schwartz, global leader for 
Deloitte Consulting’s organization and change service line, 
said during a speech at the recent 14th annual Wharton 
Leadership Conference. “They are more committed to 
retaining their key employees and are building a stronger 
internal pipeline — which is probably one of the main 
measures by which you might [gauge] the effectiveness 
of leadership programs.... They were cherry-picking in the 
market because they knew that a recession was a really 
good time to increase their recruitment.”

Schwartz presented data addressing the conference’s main 
theme of “Leading in a Recovering (and Even Rebounding) 

Economy.” When it came to 
leadership issues, for example, the 
message from the Deloitte study 
was that companies using the 
recession as an excuse to ignore 
the fundamentals of employee 
development — and cease efforts 
to nurture a new generation of star 
talent — did so at their own peril.

One of the key goals of the Deloitte surveys, Schwartz 
noted, was to see whether there was any measureable 
difference between the performance of companies that 
merely said leadership issues were important to them, and 
the firms that were taking bold steps to do something about 
it. “This was the big ‘Aha!’ to us,” Schwartz stated, “Those 
who were actually doing something and believed they are 
doing a good job [on leadership] are actually performing 
differently than those that are just talking about it.” These 
firms, the survey findings showed, were less focused on 
layoffs and cost-cutting than their rivals, and reported 
higher morale and more employee confidence in the 
management.

The idea for the study came up in the immediate aftermath 
of September 2008, when the bankruptcy of Lehman 
Brothers and major losses elsewhere in the financial sector 
led to a worldwide recession and a near economic collapse. 
Officials at Deloitte saw the events as an opportunity to 
gather real-time data about the role of leadership and talent 
development in dealing with a crisis of that magnitude.

According to Schwartz, the goal was to make the study 
as comprehensive as possible. Forbes Insights was hired 
in December 2008 to conduct extensive research over the 
course of a year, based on the stated actions and opinions 
of 335 top executives and talent managers. The survey 
respondents hailed from a broad cross section of industry 
groups and from the Americas, Asia Pacific, and Europe, as 
well as the Middle East and Africa. The managers all worked 
for large firms with more than $500 million in annual sales. 
The study consisted of five surveys of the executives and 
one survey of employees.

“Those who were actually doing something 
and believed they are doing a good job [on 
leadership] are actually performing differently 
than those that are just talking about it.” 
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Confidence building 
Over time, these industry leaders began to display a 
measure of confidence that the world economy was turning 
around, although slowly. In December 2009 — when 
the final part of the study was released — the surveys 
found that 35 percent of executives thought the worst of 
the economic crisis had passed. It was the highest figure 
since the meltdown occurred. Despite a growing sense of 
optimism, however, a majority of managers continued to 
maintain that their top priority was managing costs and 
making cutbacks.

In fact, the number of executives who cited “reducing 
employee headcount” as their highest talent priority jumped 
up in the final tally. At 31 percent, it still ranked as a higher 
priority than “training and development” (29 percent) or 
“retention” (27 percent). Preparers of the Deloitte survey 
expressed concern that firms placing reduced emphasis 
on employee retention may be facing what they called 
a “resume tsunami” of top talent shopping their skills 
elsewhere.

But the researchers also learned that almost every top  
executive — regardless of industry group, geographical 
region or his or her company’s economic outlook — paid 
strong verbal homage to what Schwartz called “talking 
the talk” about the importance of leadership development 
efforts. The study showed that nearly three out of four 
managers thought that leadership development was either 
critically important (27 percent) or very important (45 
percent).

That is why, according to Schwartz, the Deloitte team 
was surprised to learn that most executives — even those 
who claimed to place a high value on leadership training 
— readily acknowledged that their programs in this area 
are not top notch; indeed, just 10 percent of participants 
described their leadership initiatives as “world-class across 
the board.”

“We didn’t expect to have a majority of respondents say 
that they were world-class at [leadership development], 
but we expected that ... more than one in 10 would 
have [thought they were] really good at it,” Schwartz 
noted. “Everybody’s talking the talk but even by their 

own admission, not everybody is walking the walk.” The 
10 percent of companies that considered themselves 
leadership-oriented stood out because “they were less 
focused on layoffs and they were not bound to a weak 
economy. They were continuing to invest in training and 
development.”

Emphasizing Leadership 
The companies that lagged, according to the report, may 
have been aware of the need for stronger leadership 
development efforts, but either did not — or could not — 
place an emphasis on specific programs. Many didn’t avail 
themselves of some of the basic methods for nurturing 
future executives. Only 31 percent, for example, sent 
potential leaders on global assignments, and six out of 10 
firms lacked coaching or mentoring initiatives.

One of the most troubling findings, Schwartz said, was 
that 77 percent of these large, global companies lacked 
a strong succession plan for top leadership. Schwartz 
suggested that the absence of such a strategy not only has 
important practical implications that lead to weak leadership 
or confusion when vacancies suddenly arise at the top, 
but also is a good indicator of how seriously a firm values 
leadership in a broader sense.

Leadership-focused firms, he added, have formal 
governance and succession programs, and typically also 
have panels of senior executives tasked to identify and work 
with the future leaders of the organization. The companies 
with strong talent development programs were most likely 
to report a healthy pipeline of future executives. The 10 
percent of companies that claimed to have “world-class” 
leadership training were also more likely by a 25 percent 
margin to describe their leadership pipeline as “robust” or 
“very robust” in the survey.

Perhaps most importantly, executives at firms that placed 
a greater emphasis on leadership, with ongoing programs 
in place and clearly identifiable procedures, also reported 
higher morale and greater confidence in management from 
the rank-and-file. Nearly 60 percent of the respondents that 
described their leadership development programs as “world-
class” reported increasing employee morale, while 53 
percent reported greater trust and confidence in corporate 
training.

Originally published on July 21, 2010 in Knowledge@Wharton,  
All materials copyright of the Wharton School of the University of 
Pennsylvania.

The companies with strong talent develop-
ment programs were most likely to report a 
healthy pipeline of future executives. 
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In the current economic climate, 
leaders are facing greater challenges 
than ever. Many are tempted to 
take the easy way out, or change 
strategies quickly to find what works 
in troubled times. Some companies 
are trying to switch gears rapidly in 
order to reinvent themselves. For UPS 
CEO Scott Davis, however, leadership 

during the “Great Recession” meant staying the course. 
Davis, who took the reins of the $45.3 billion corporation in 
2007, said his strategy for surviving the downturn involved 
sticking to the company’s core values of integrity and 
partnership. 

After all, UPS is no stranger to change. The company has 
reinvented itself many times over the years. UPS began 
in 1907, when 19-year-old James E. Casey hopped on 
his bicycle and started a business delivering packages 
and messages around downtown Seattle, Washington. 
“When the telephone came along, our business became 
obsolete,” Davis noted at the recent Wharton Leadership 
Conference. A telephone in every office meant that there 
was no longer a need to hand-carry messages between 
businesses. Instead, the company, then known as American 
Messenger, invested in new technology to stay competitive. 
Founder Casey bought a fleet of motorcycles and a Model 
T Ford so that the business could shift its focus away from 
messages and specialize in package delivery. A corporate 
name change  —  to Merchants Parcel Delivery  —  made 
the transformation complete. The company continued to 
grow even as new challenges came along, in the form of 
the United States parcel post system in 1913, and the rise in 
the use of e-mail for business communication in the 1990s.

“We’ve continued to transform our business every time 
there was a new technology challenge,” Davis pointed out. 

The company will reinvent itself when necessary, he added, 
but right now, strong leadership and a steady focus on 
long-term goals will help his corporation — and others — 
weather the economic storm.

Because UPS is the world’s largest package delivery 
company, every blip in the global retail market affects 
the company. According to Davis, on any given day, 
approximately 6% of U.S. GDP, and 2% of global GDP, 
moves around the world in UPS trucks and airplanes. Retail 
comprises the largest percentage of this volume. 

The current downturn has brought the company to a new 
crossroads, similar to the turning point the business faced 
during the Great Depression. At that time, the company had 
grown enough that it was delivering packages to customers 
in all of the major cities on the West Coast. In 1930, UPS 
expanded to the East Coast, delivering packages from local 
department stores to customers’ homes in the greater 
New York City area. But customers curtailed buying from 
department stores after the stock market crash in 1929; 
during World War II, they were encouraged to carry their 
own packages home due to wartime fuel shortages. Both 
events caused one of UPS’ major revenue streams to drop 
off significantly. 

Sound familiar? It should: During the recent housing bubble, 
consumers bought retail items freely, and there was a global 
boom in consumer goods. Customers didn’t just shop at 
their local department stores, but at stores all around the 
globe. Aided by a substantial technological infrastructure, 
UPS prospered as it delivered packages to customers, and 
expanded into global supply chain management. Davis was 
CFO of the company from 2005-2007  —  the halcyon days 
of free consumer spending and cheap credit. “We now 
have a special name for that retail period,” Davis told the 
audience at Wharton. “We call it ‘The good old days.’”

As CFO, Davis was pressured to take advantage of the 
company’s prosperity and take on more long-term debt. 
“I’d get beat up every day by 25 and 30 year-old Wall 
Street advisors who were telling me that ‘You’ve got to 
leverage the company more,’” he noted. “I stayed pretty 
conservative.” He instead focused on the long-term goals 
of the company. Consequently, when the U.S. economy 
collapsed, UPS was on solid financial footing, according to 
Davis. 

Solving a ‘Wicked Problem’: 
UPS CEO Scott Davis on 
surviving a shaky economy

How is Scott Davis motivating his employees 
in an uncertain time? “In a crisis, you have to 
talk to people,” Davis stated. “Our drivers see 
people every day. They know that their role is 
to help make our clients successful.” 
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Under Davis’ leadership, UPS has expanded into new lines 
of business that complement the company’s global package 
delivery operations, including multi-modal transportation 
services, new logistics technologies, international trade 
management, supply-chain consulting and financial services. 
How is Davis motivating his employees in an uncertain 
time? “In a crisis, you have to talk to people,” Davis stated. 
“Our drivers see people every day. They know that their 
role is to help make our clients successful.” When the 
downturn hit, Davis went on the road and met with many 
of the company’s more than 400,000 employees in person. 
On the day of his speech at Wharton, Davis visited a UPS 
facility in Philadelphia. “There is anxiety,” he noted. “But 
our corporate philosophy is to make things better for future 
generations. People believe UPS will get stronger.”

A Wicked Problem 
Davis’ presentation at Wharton was titled, “The Wicked 
Problem of Recovery.” The term “wicked problem” is used 
by engineers, he said. “Tame problems are problems you 
can solve with your normal analysis and proven methods. 
Wicked problems are much more complicated. They are 
based on conflicting, contradictory information. You may 
solve one part of the puzzle only to discover another really 
hard puzzle.”

An engineer by training and self-professed “tech guy,” 
Davis came to UPS in 1986 when the company acquired II 
Morrow, an Oregon-based tech startup where he served as 
CFO and later CEO. At the time, Davis didn’t expect to stay 
with UPS longer than a few years. Once he began working 
there, however, Davis was pleasantly surprised to find that 
his new job was similar to his old position. “At the startup, 
my job was to focus on customers and employees. At UPS 
… my job is to focus on customers and employees.” He 
held positions of increasing responsibility at UPS, leaving 
briefly from 1998 to 2000 to serve as CEO of Overseas 
Partners, Ltd., a Bermuda reinsurance company. He then 
returned to UPS as vice president of finance, joining the UPS 

Management Committee in 2001 when he took the job of 
CFO and vice chairman of the board. He succeeded Michael 
Eskew as CEO and chairman of the board in 2007.

According to Davis, communication with customers and 
employees is more complex for a CEO, but still crucial. 
Even though the communication happens on a different 
scale, he noted, that focus remains a priority. Another 
of Davis’ priorities is seeing his company through the 
economic recovery. Davis has an insider’s perspective on 
the competing interests at the highest levels of monetary 
policy, because he completed a term in 2009 as chairman 
of the board at the Federal Reserve Bank of Atlanta. In that 
position, he saw the tension created by practical decision-
making for the purposes of economic recovery. On the one 
hand, politicians urged banks to extend credit in order to 
jump-start the economy. On the other hand, regulators 
cautioned banks not to extend so much credit that they 
endangered their reserves.

This tension, Davis noted, echoes another challenge facing 
corporate America: How can a company remain flexible 
and capable of rapid diversion in case of major disasters? 
UPS has invested heavily in technology to deal with this 
issue, Davis stated. The company’s solution is two-pronged, 
relying in equal measure on information and technology. For 
the past 25 years, UPS has invested about $1 billion a year 
in technology. When flooding struck the Nashville, Tenn., 
area earlier this year, the company relied on employees and 
its technological infrastructure to keep customers’ packages 
safe and to minimize service disruptions. 

The current shaky economic environment is a challenge for 
all leaders, Davis acknowledged. He detailed three types 
of corporate responses to the economic downturn. “Some 
companies won’t make it,” he pointed out. “Some will be 
crippled. It may take five, six or seven years for them to get 
back to the level they were at before the collapse.” The 
third type of company, however, will keep its long-term 
goals in sight. It will pursue strategic growth in line with 
its core values. These companies will effectively balance 
conventional and digital business, strive for efficiency and 
think globally. Consequently, Davis said, these companies 
will learn, adjust and evolve as the global economy recovers. 
“Some companies will come out of the recovery stronger 
than ever. Times of great uncertainty are also times of great 
opportunity.”

Originally published on August 18, 2010 in Knowledge@Wharton,  
All materials copyright of the Wharton School of the University of 
Pennsylvania.

The term “wicked problem” is used by 
engineers, he said. “Tame problems are 
problems you can solve with your normal 
analysis and proven methods. Wicked 
problems are much more complicated...” 
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Boston Philharmonic’s Benjamin Zander: 
Tapping into ‘The Art of Possibility’

Put a CEO and an orchestra 
conductor into a room together, 
and the two will have more in 
common than they might imagine. 
The CEO faces management 
challenges, sure. But the average 
conductor presides over a 
notoriously unhappy, professionally 
frustrated group of people every 

day  —  orchestra musicians, who in a landmark 1996 
Harvard study were found to be less satisfied with their 
jobs than were federal prison guards. Contrast this with the 
group of workers at the top of the study’s job-satisfaction 
scale:string quartet musicians. The players in this smaller 
performing group ranked the highest in job contentedness 
and professional growth.

For Boston Philharmonic Orchestra (BPO) conductor 
Benjamin Zander, the reason for the disconnect between 
the outlooks of orchestra musicians and those in small 
string quartets has to do with leadership. A string quartet 
is a cooperative group; an orchestra is led by a conductor. 
“Conducting is the last bastion of totalitarianism,” he 
noted in a keynote address at the 14th Annual Wharton 
Leadership Conference. Orchestra musicians are not 
permitted to speak to the conductor. If they do, it must be 
in the form of a question. A string quartet is composed of 
four autonomous musicians, each with power to influence 
group decisions. It’s clear which paradigm leads to happier, 
more successful artists.

Zander is a different kind of conductor. His job, as he sees it, 
is to inspire the musicians under his direction and “remind 
people why they went into music in the first place”  —  not 
to command them. For Zander, the BPO’s musicians dwell in 
a world of possibility, not a world of limitations. This same 
world of possibility, Zander said, can also inspire business 
leaders. 
 

Star power 
Surrounded by a corona of white hair, Zander’s physical 
presence suggested a ball of tightly wound energy ready 
to explode. Explode he did  —  into song, racing through a 
lightning-fast piano rendition of the opening to Beethoven’s 
Fifth Symphony. His passion and exuberance are widely 
recognized: In a “60 Minutes” profile, journalist Morley 
Safer called him the “Energizer Bunny of classical music.” 
Zander told the Wharton audience that every action involves 
a deliberate choice. A musician approaches a piece of music 
and chooses to perform it by rote, or by questioning his or 
her assumptions. Being open to interpretation can transform 
even the most familiar piece, he said.

To illustrate his point, Zander led the audience in singing 
“Happy Birthday.” At first, it sounded like the usual rendition 
heard at every child’s birthday party. The second line of 
the song could be changed by adding more emphasis, 
he noted, suggesting that the audience might imagine a 
sincere wish for happiness for the birthday boy or girl. It 
worked: Soon the hall was filled with a more powerful, 
harmonic rendition of the song. “Most of the time, we do 
what I call singing from the neck up,” Zander said. This 
type of singing may be sufficient, but does not yield the  
best results. Singing from the neck up means you are using 
your head only  —  and ignoring the rest of the body, thus 
ignoring a world of possibility.

“Now you can all add to your resume that you sang under 
the direction of the conductor of the Boston Philharmonic,” 
Zander joked. The exercise was intended to illustrate 
his philosophy  —  that ordinary things in life can be 
transformed if you challenge your assumptions about them. 
The strategy works for businesses, too, Zander said.

Shifting leadership styles 
Zander has not always used this leadership style. For many 
years, he ran his orchestra in the old “dictatorship mode.” 
In fact, he said, he ran his life this way. For a long time, it 
worked. 

Born in England, Zander was initially trained in cello and 
composition by his father, a Holocaust survivor. When 
Zander was nine, Benjamin Britten, England’s leading 
composer, took an interest in the boy’s compositions and 
invited the family to spend several summers with him. 
Britten became a mentor, as did Britten’s close associate, 
Imogen Holst, daughter of composer Gustav Holst.

For Zander, the BPO’s musicians dwell 
in a world of possibility, not a world of 
limitations. This same world of possibility, 
Zander said, can also inspire business leaders.
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Zander left school at 15 to study in Florence with Spanish 
cello virtuoso Gaspar Cassadó, who was his teacher 
and mentor for the next five years. He completed his 
cello training at the State Academy in Cologne, traveling 
extensively with Cassadó and performing recitals and 
chamber music. In 1967, Zander began teaching at the 
New England Conservatory (NEC), where he still presides 
over classes in interpretation and regularly conducts student 
orchestras. He also became the artistic director of a joint 
program between NEC and Walnut Hill, a boarding school 
for the performing arts. 

In 1979, Zander became the conductor of the Boston 
Philharmonic Orchestra. In 31 seasons, the orchestra has 
performed an extensive repertoire with an emphasis on late 
Romantic and early 20th century composers, including the 
complete cycle of the symphonies of Gustav Mahler. The 
BPO has recorded five CDs, all of which are listed in the 
Penguin Guide of the Best Recordings of the Past 20 Years.

However, the top-down style of leadership that Zander  
cultivated only led him so far. When he and his second wife, 
therapist Rosamund Zander, separated, Zander did some 
soul-searching and awakened to a new paradigm. Instead 
of a downward spiral of thinking, he turned to what he calls 
the art of possibility. He and Rosamund remained partners. 
Their relationship evolved into a creative partnership  
—  and together they wrote a book about the nature of 
transformation titled, The Art of Possibility.

Zander decided to focus on his contribution to the world, 
not just his achievements. “Unlike success and failure, 
contribution has no other side,” he wrote in The Art of 
Possibility. “It is not arrived at by comparison. All at once I 
found that the fearful question, ‘Is it enough?’ and the even 
more fearful question, ‘Am I loved for who I am, or for what 
I have accomplished?’ could both be replaced by the joyful 
question, ‘How will I be a contribution today?’”

Since then, Zander’s musical, teaching and lecturing 
practices have been devoted to inspiring others to achieve. 
Today, Zander enjoys an international reputation as a guest 
conductor. He conducted the Israel Philharmonic for three 
consecutive years, and has conducted orchestras as diverse 
as England’s Bournemouth Symphony, the Scottish and Irish 
National Orchestras, the Saint Petersburg Philharmonic, the 
Malaysian Symphony, the St. Louis Symphony Orchestra,  
the Indianapolis Symphony, the Youth Orchestra of the 
Americas, the National Youth Orchestra of New Zealand and 
the Australian Youth Orchestra. During his 35-year tenure 
as conductor of the New England Conservatory Youth 
Philharmonic, he has taken the orchestra on 13 international 
tours, and made five commercial recordings and several 
television documentaries for PBS.

To celebrate the Boston Philharmonic Orchestra’s 25th 
anniversary in 2003-2004, Zander and the BPO completed 
an all-Mahler season, including a concert of Mahler’s 
Second Symphony at Carnegie Hall in New York. Their 
recording of Stravinsky’s “The Rite of Spring” was named 
as one of the 10 most important musical events of 1992 by 
The New York Times.

With the Philharmonia Orchestra of London, Zander has 
recorded a series of Beethoven and Mahler symphonies. 
Each disc is accompanied by a separate commentary in 
which Zander offers a discussion of the music so that even 
people with no musical training can enjoy the performance. 
High Fidelity named Zander’s recording of Mahler’s 
Sixth Symphony the best classical recording of 2002; his 
recording of Mahler’s Ninth Symphony was nominated for a 
Grammy Award.

The message about possibility is one that CEOs and world 
leaders have taken seriously. Organizations as disparate as 
McKinsey, Accenture, Pfizer, Disney and the U.S. Army have 
brought him in to lecture on leadership. He has spoken four 
times at the World Economic Forum in Davos, Switzerland. 
Recently in Davos, he was presented with the Crystal Award 
for “outstanding contributions in the arts and international 
relations.” The Art of Possibility has been translated into 
sixteen languages.

Possibilities and problem solving 
Speaking on leadership and problem solving, Zander 
emphasized that everyone has options. “You can face 
problems with resignation, anger or possibility. These are 
all valid responses. You have a choice.” Choosing possibility 
isn’t always easy, he noted, but it will lead to excellence. 
It will also lead to a challenging of assumptions  —  and 
assumptions are often roadblocks to innovation.

“All at once I found that the fearful question, 
‘Is it enough?’ and the even more fearful 
question, ‘Am I loved for who I am, or for 
what I have accomplished?’ could both be 
replaced by the joyful question, ‘How will I 
be a contribution today?’”



Orchestrating leadership strategies in a reset economy   14

“Everybody wants out of the box thinking; the question is, 
how do you get it?” said Zander. “It’s very simple. You ask a 
question: What assumptions am I making that I don’t know 
I’m making?” The key to success inside an organization, 
he added, has to do with voicing these assumptions. 
“Every organization, every human endeavor, has to have 
someone whose job it is to notice what assumptions are 
being made ... and [who] has permission to say so. Anybody 
from the bottom to the top should be able to speak about 
assumptions without fearing loss of any kind.”

In his graduate class at the New England Conservatory, 
Zander gives each of his students an “A” at the beginning 
of the year and asks them to write a letter describing who 
they will have become by the following May when the class 
ends. Teachers (and society at large), he notes, tend to treat 
“A” students quite differently from students who are given 
a C minus.

When asked to explain the effect of this practice, Zander 
replied: “When students are given an unconditional ‘A’ in 
the first class of the year, and describe in a letter dated in 
the future who they have become over the year, it makes 
the students and the teacher committed partners on a 

fascinating and joyful journey, where, for the time being, 
standards are in the background, and there is no striving, 
just engagement, participation, and expression. They are 
liberated from fear to do the work they have always wanted 
to do, and their performance, we have discovered, is likely 
to surprise and delight their teachers, themselves and all 
who hear them.”

When Zander’s musicians make a mistake, he teaches them 
not to give in to the voice of doubt or self-recrimination. 
Instead, he has instructed his students to say “How 
fascinating!” whenever they make a mistake. To Zander, 
this means throwing up one’s arms and exclaiming “How 
fascinating!” at top volume. His point: Every setback is an 
opportunity to learn. Every setback represents a world of 
possibility. “Education is not so much about the transference 
of information as the opening up of new categories,” 
Zander noted. “When you are educated in that sense, you 
are actually walking in a different world. The question 
becomes, ‘What are you going to do now?’”

Originally published on July 7, 2010 in Knowledge@Wharton,  
All materials copyright of the Wharton School of the University of 
Pennsylvania
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Running faster, falling behind:  
John Hagel III on how American 
business can catch up

In the early 2000s, Silicon Valley-
based business guru John Hagel III 
was involved in a high-tech start-up 
and hired Stephen Gillett, a young 
man right out of college. Less than 
a half dozen years later, Gillett 
was named a senior vice president 
and chief information officer for 
Starbucks — the youngest CIO of a 

Fortune 500 company at that time.

And Hagel thinks he knows a primary reason for his 
one-time employee’s meteoric rise. Everything that Gillett 
needed to know, Hagel said, he learned while becoming a 
guild leader in the popular online game World of Warcraft. 
 

The cochairman of a tech-oriented strategy center for 
Deloitte LLP, Hagel told the annual Wharton Leadership 
Conference that Gillett — just like other top players on the 
massive online multilayer game, with an estimated eight 
million participants — reached out independently to build 
a large team of allies that solved complex problems and 
developed winning strategies.

Guild leaders in World of Warcraft “require a high degree of 
influence,” noted Hagel, a successful author and longtime 
consultant. “You have to be able to influence and persuade 
people — not order them to do things. Ordering people in 
most of these guilds doesn’t get you far.”

The look inside World of Warcraft and its relevance for  
today’s complicated business environment was part of a 
recent research project and book by Hagel and two co-
authors — John Seely Brown and Lang Davison — that 
examines how companies reinvent and revive themselves by 
moving away from secretive, proprietary shops and toward 
a more open, collaborative business model. Their findings 

resulted in the recent publication of The Power of Pull: How 
Small Moves, Smartly Made, Can Set Big Things in Motion.

The bottom line, they found, is that American companies 
will continue to fall behind their counterparts in emerging 
markets such as China or India unless they move toward 
what Hagel called “the edge,” which is where passionate, 
change-driven employees collaborate with others on the 
kind of innovations that prevent a company from seeing 
its core business model slowly erode. “The only thing that 
succeeds,” Hagel said, “is to take those initiatives on the 
edge and pull more and more of the core out to those 
edges — rather than trying to pull them back in.” He 
asserted that chief executives who stick to the conventional 
wisdom and cling to secretive proprietary business systems 
are doomed to fail.

Sustained erosion 
This year’s Wharton Leadership Conference — titled, 
“Leading in a Recovering (and Even Rebounding) 
Economy” — came at a time of increasing focus on 
corporate executives and the role they play in defining a 
business’s direction, its image and its accountability. The 
conference was organized by the school’s Center for Human 
Resources, Center for Leadership and Change Management 
and Wharton Executive Education, in partnership with 
Deloitte. Hagel heads Deloitte’s Center for the Edge, which 
studiesemerging business strategies.

Hagel’s more than 30-year career in the business consulting 
and high-tech industries also included a stint at iconic 1980s 
video game firm Atari, as well as launching the e-commerce 
practice at McKinsey. He said the bad news uncovered by 
his research team was that the erosion of American business 
leadership was not so much a function of the downturn 
beginning in 2008 as it was a systemic decline dating as far 
back as the mid-20th Century.

In trying to quantify the problems facing American industry, 
Hagel and his co-authors found little existing data to 
measure the overall performance of U.S. companies. So they 
worked up some measurements of their own — and even 
they were surprised at what they uncovered. Since 1965, 
they learned, the return-on-assets for all American firms has 
eroded by 75 percent.

“The erosion has been sustained and significant. There 
is absolutely no evidence of it leveling off, and there is 

Guild leaders in World of Warcraft “require a 
high degree of influence... You have to be able 
to influence and persuade people — not order 
them to do things. Ordering people in most 
of these guilds doesn’t get you far.”
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certainly no evidence of it turning around,” Hagel noted. 
Indeed, another measurement showed that survival is 
also an increasing problem for U.S. corporations. Firms 
in the Standard & Poor’s 500 in 1937 had an average life 
expectancy of 75 years; a more recent analysis of the S&P 
500 showed that the number had dropped to just 15 years. 
“When I’m in executive boardrooms, I hear the metaphor 
of ‘the Red Queen’ and the notion that we have to run 
faster and faster just to stay in place,” Hagel said, referring 
to the character from Lewis Carroll’s Through the Looking-
Glass. “I would make the case, based on the analysis that 
we’ve done, that the Red Queen is actually an optimistic 
assessment of our situation, that we are running faster and 
faster and falling farther and farther behind.”

What went wrong? Hagel argued that American companies 
and their leaders were essentially not prepared for a move 
away from a corporate model of “knowledge stocks” 
— developing a proprietary product breakthrough and 
then defending that innovative advantage against rival 
companies for as long as possible — and toward a more 
open and collaborative business model that he called 
“knowledge flows.” The problem, he said, is that because 
of the increasingly global nature of business competition, 
the value of a major proprietary breakthrough or invention 
erodes in value much more quickly than in the mid-20th 
century.

But in moving toward an economy based more upon 
knowledge flows, U.S. CEOs find themselves lagging behind 
their counterparts in rapidly emerging markets such as 
India or China, where businesses are much more adept at 
creating broad networks and finding innovation at “the 
edge” of their business rather than a proprietary core. “It’s 
basically invisible innovation to most Western executives,” 
Hagel asserted. “Most Western executives, when they go 
to China and India, are looking at products and technology 
and saying, ‘What’s going on?’ They’re not looking at this 

kind of institutional innovation so they don’t see it — and I 
think we need to see it in order to be successful.”

Indeed, in searching for examples as they researched The 
Power of Pull, Hagel and his co-authors looked far outside 
of traditional American corporations — at the highly 
competitive sport of large wave surfing, for example — to 
find places where teamwork, collaboration and skill in 
communication were bringing new heights of invention and 
success. 

One conventional corporation that Hagel praised as an 
edge-based business is the German software giant SAP. He 
said the company’s longtime CEO, Hasso Plattner, came 
to a decision that the firm was too hierarchical and too 
adverse to change; his solution involved buying a rival run 
by Israeli entrepreneur Shai Agassi. Plattner tasked Agassi 
with launching a venture called NetWeaver, an integrated 
technology platform. “Plattner said that [NetWeaver serves 
a function that is] not part of our core business, but it’s a 
highly speculative new initiative,” Hagel noted. “He said 
[to Agassi], ‘I want you to use that product to create a 
very different set of relationships with our customers and 
with our third-party-channel partners of various types.’ 
Shai Agassi used that mandate to go out and create this 
software user developer network which now has two 
million participants.” The network, Hagel said, is currently 
helping SAP to develop both new products as well as new 
kinds of business relationships.

In that sense, Hagel thinks the teamwork and 
communication skills that SAP software designers have been 
gaining are quite similar to the talents that leaders among 
the millions of online gamers playing World of Warcraft 
— people like Starbucks CIO Gillett — have also been 
acquiring. In addition to the leadership qualities involved 
with becoming the head of a guild and assembling a 
problem-solving team from previously independent players, 
World of Warcraft enthusiasts, as noted by Hagel, conduct 
extensive after-action reviews of their performances as well 
as that of the leader. In addition, he said that game players 
typically customize their own dashboards to offer statistics 
and rate performance in areas they consider critical to their 
strategy.

Increasing the perception of opportunity 
However, there’s one important quality to success for the 
21st Century business leader that cannot be measured by 
a dashboard, and that is passion. Hagel said CEOs typically 
don’t understand the kind of passion that is necessary for 
a collaborative, edge-based emphasis. Ironically, Hagel said 
that American CEOs do place a premium on passion — but 

 “Most Western executives, when they go 
to China and India, are looking at products 
and technology and saying, ‘What’s going 
on?’ They’re not looking at this kind of 
institutional innovation so they don’t see it 
— and I think we need to see it in order to be 
successful.”
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typically on the wrong type. “They say they want passion 
and I don’t think they’re being dishonest or disingenuous,” 
he noted. “They really want passion but what they mean 
by passion is somebody who will follow instructions 
passionately [and] work nights, work weekends, to get the 
job done.”

The type of passion that Hagel was describing involved 
what he called “a questing disposition” — that is, 
enthusiasm for pushing the work effort to new experiences 
and new frontiers, through activities such as attending 
conferences, meeting players from outside the company 
for lunch or getting involved in social media. Such workers 
are rare; Hagel asserted that no industry was composed 
of more than 20 percent of these passionate individuals, 
and the larger the company, the less likely you were 
to find them. Passionate employees are not always the 
happiest, he said, as many chafe at the corporate barriers 
to innovation. In fact, Hagel said he finds that most large 
American companies discourage passion among their 
workers. “Passion is extremely unpredictable in a world of 
‘push,’” he pointed out, referring to the older proprietary 
business models. “Prediction is everything. Passion is a 
very dangerous emotion. Passion is something you pursue 
outside of the workforce — not in the workplace.”

Despite his somewhat pessimistic view of the U.S. business 
environment, Hagel said he believed that the potential is 
there for American business leaders and their companies 
to turn things around — providing that CEOs understand 
the pressures that they face are systemic, and not merely 
caused by the short-term economic downturn. Ultimately, 
success may mean defining a company in terms of its 
broader mission, rather than in terms of a specific product 
or products that it manufactures and it markets, he added. 
“I believe the opportunity for leadership in this regard is 
to flip the natural psychological reaction that we have to 
uncertainty,” Hagel said. “All of us, when confronted with 
uncertainty, tend to magnify risk and discount reward, and 
that tends to lead us not to act but to stay on the sidelines, 
hoping that somehow, somewhere things will clarify and 
then we can move. The role of the leader, in making sense, 
is to increase the perception of opportunity and to diminish 
the perception of risk.”

Originally published on June 23, 2010 in Knowledge@Wharton, 
All materials copyright of the Wharton School of the University of 
Pennsylvania.
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Filling in the ‘Missing Pieces’: How 
Mary Ellen Iskenderian and Women’s 
World Banking are redefining 
microfinance

Mary Ellen Iskenderian remembers 
the moment when she discovered 
her purpose in life.

As a child, her parents often took 
her to visit her father’s family in 
Turkey where she saw, for the first 
time, people living in utter poverty. 
She remembers thinking, “I don’t 

want to spend my life looking the other way.” She hasn’t.

After graduating from Georgetown University and Yale 
with degrees in management and international finance, she 
worked for 17 years for Lehman Brothers and an affiliate of 
the World Bank  —  largely in Eastern Europe and the Soviet 
Union  —  linking newly freed entrepreneurs with sources 
of capital. In 2006, she became president and CEO of New 
York City-based Women’s World Banking (WWB), a global 
network of 40 microfinance institutions (MFIs) and banks in 
28 developing countries.

Committed to the “double bottom line” of financial returns 
and social progress, WWB offers credit, insurance and 
savings products that enable low-income women to build 
assets, guard against risk and provider better opportunities 
for their children. In the process, WWB enables its partners 
in microfinance to evolve from donor-dependent charities 
into self-sustaining financial institutions. “We know the 
poor can be economically savvy about juggling what little 
they have,” Iskenderian noted during a presentation at the 
recent 14th Annual Wharton Leadership Conference, whose 
theme was “Leading in a Recovering (and Even Rebounding) 
Economy.” “When someone trusts low-income women with 
capital, often for the first time, they can become agents of 
their own change.” The conference was organized by the 

school’s Center for Human Resources, Center for Leadership 
and Change Management, and Wharton Executive 
Education.

Mission Drift 
In 2008, Women’s World Banking released a widely 
cited survey showing that if microfinance groups did 
not specifically target women, the percentage of female 
clients dropped sharply as the microfinance institutions 
evolved from donor-funded charities to regulated financial 
institutions. The phenomenon is called “mission drift,” and it 
occurs when organizations shift their focus toward higher-
income (and supposedly less risky) clientele and away from 
low-income customers, which in many developing countries 
means women.

Iskenderian wants everyone to recognize the damage, 
unintended or not, caused by mission drift. Recently, a 
WWB publication uncovered another effect that hurts 
women: As organizations shift their focus to for-profit 
services, a marked decline occurs in the number of female 
staff members who might better understand the needs of 
women entrepreneurs.

To illustrate this aspect of mission drift, WWB developed a 
tool called the Organizational Gender Assessment (OGA), 
which was launched with a large microfinance institution 
in Bangladesh called ASA. The OGA uncovered policies 
that clearly affected mothers employed at ASA, such as a 
requirement that staff members at all branch offices work 
late into the night managing loan recovery and overdue 
payments.

ASA regularly rotates its field staff among the branches as a 
way to prevent fraud. Yet while most male loan officers are 
not responsible for child care, most of the women officers 
are. With the OGA survey in hand, ASA realized how its 
rotation policy was disrupting these women’s family lives. 
And after determining that rates of fraud were extremely 
low among its female staffers, ASA altered the transfer 
policy for certain women to allow them six years in one 
branch, rather than four.

The focus on mission drift among financial institutions 
comes at a time when a fierce worldwide debate is raging 
about microfinance and its future. In 2008, investors 
plowed $14.8 billion into microfinance, up 24 percent from 

As a child, her parents often took her to 
visit her father’s family in Turkey where she 
saw, for the first time, people living in utter 
poverty. She remembers thinking, “I don’t 
want to spend my life looking the other way.” 
She hasn’t.
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the previous year. The microfinance industry now holds 
more than $60 billion in assets, according to The Center 
for Financial Inclusion. And, adds the World Bank, for the 
first time, most of the money in microfinance comes from 
private investors, including pension schemes and private 
equity funds, rather than governments. “There is definitely a 
risk of new shareholders switching microfinance institutions’ 
missions from alleviating poverty to chasing volumes and 
profits,” notes Maya Prabhu, head of philanthropy at the 
U.K. private bank Coutts & Co., who advises wealthy clients 
on investments in microfinance.

Falling into the ‘Red Zone’ 
Interest rates vary widely across the globe. But those that 
draw the most concern tend to occur in countries like 
Nigeria and Mexico, where the demand for small loans 
from a large population cannot be met by existing lenders, 
according to a recent article in The New York Times. The 
average interest rate in Mexico, for example, hovers around 
70 percent, compared with a global average of roughly 
37 percent in interest and fees. Mexican microfinance 
organizations can charge such rates because people are 
often so in need of cash that they will accept any terms 
offered to them. Occasionally, interest rates spark political 
intervention. In Nicaragua, President Daniel Ortega 
became outraged when rates began to reach 35 percent 
in 2008. He announced that he would back a microfinance 
institution that would charge 8 percent to 10 percent, using 
Venezuelan money.

Muhammad Yunus, a Bangladeshi banker and Nobel Peace 
Prize winner whom many experts regard as the founder 
of microfinance, has said that interest rates should be 10 
percent to 15 percent above the cost of raising money, 
with anything beyond that range amounting to a “red 
zone” of loan sharking. Yet by that measure, 75 percent 
of microfinance institutions would fall into the red zone, 
according to a March 2010 analysis of 1,008 micro-lenders 
by the MIX, a website where more than 1,000 microfinance 

companies worldwide report their own numbers. Many 
experts label Yunus’s formula as overly simplistic and too 
low, and fear that a pronounced backlash against high 
interest rates will prompt lenders to retreat from the poorest 
customers.

Yunus is famous in the microfinance community for 
founding the Grameen Bank in his native Bangladesh. By 
2006, the bank had disbursed more than $5.3 billion to 
borrowers, 96 percent of them groups of women. Yunus 
has said he decided to lend mainly to women because they 
were more responsible about repaying loans, and because 
families benefit more when women control the money.

The debate over microfinance and mission drift has 
intensified as some researchers maintain that there is 
more to developing an entrepreneur than providing credit. 
“Credit alone is not a panacea,” notes Jonathan Morduch, 
a professor of public policy and economics at New York 
University. “The boldest claim for microfinance  —  that it 
can single-handedly eliminate a large share of world poverty  
—  outpaces, by a long distance, the evidence accumulated 
to date.” At the same time, however, analysts like Morduch 
emphasize the success of microfinance groups that combine 
lending with other initiatives, such as education and health 
care.

Charting a Path Forward 
That model, as it turns out, is where Iskenderian is pushing 
WWB to go. To put its stamp on what Iskenderian calls 
“the next 30 years” of microfinance, WWB is moving into a 
broad array of products and services for women, including 
savings, insurance and financial education. 

“Loans and credit was the model for the first 30 years 
of microfinance,” she stated. “Savings is the future, the 
missing piece in climbing out of poverty.” Currently, WWB is 
sponsoring research on the use of mobile phone technology 
and ATMs as ways to provide low-income women with 
banking services.

As another example, poor women have traditionally 
managed risk in very risky ways: by relying on their 
husbands, pulling children out of school to work, or selling 
productive assets such as livestock or equipment. WWB 
has published a paper highlighting alternative ways for 
women to manage such gambles using gender-sensitive 
micro-insurance. For instance, women can choose another 
beneficiary if they don’t think their husbands will protect 
the children properly after the woman’s death. In Colombia, 
the life insurance offered by one company pays monthly 
benefits that can only be used for the purpose of educating 

Because low-income women often tend to 
believe that saving small amounts of money 
in formal financial institutions is not worth 
the effort, notes WWB, the soap opera will 
feature stories highlighting responsible 
management of money.
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the children for two years after the death of a parent, in 
order to reduce the pressure on the surviving parent to pull 
children out of school.

This year, WWB announced that it has received an $8.5 
million grant from the Bill & Melinda Gates Foundation 
to research, develop and, in conjunction with four of its 
network member microfinance banks, offer products and 
services that will promote savings in Latin America, Africa 
and Asia. To educate the public about saving, a portion of 
the grant will support the creation of a “social soap opera” 
in the Dominican Republic. Because low-income women 
often tend to believe that saving small amounts of money 
in formal financial institutions is not worth the effort, notes 
WWB, the soap opera will feature stories highlighting 
responsible management of money. WWB will work on 
the project with Puntos de Encuentro, a Nicaraguan NGO 
with experience in using TV serial dramas to change cultural 
attitudes.

Through the soap opera, WWB will not only illustrate both 
positive and negative money management practices  —  
and the consequences of these actions  —  but will follow 
up with a communications campaign that will use the buzz 
created by the soap opera to encourage people to save 
more money through formal bank accounts. If successful, 
the program could have a ripple effect across much of Latin 
America and the Caribbean.

“It’s not always size that makes the difference in 
[microfinance],” Iskenderian said. “People make the 
difference with their energy and their resolve.... Single 
individuals and the choices they make have a tremendous 
impact on the world.”

Originally published on July 7, 2010 in Knowledge@Wharton, 
All materials copyright of the Wharton School of the University of 
Pennsylvania.
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