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FOREWORD

The power of good
When was the last time you questioned if something
you were eating was doing you harm? We are all so
conditioned today to think the worst in terms of,
among other things, calories, fat, sugar or salt content.
Of course this is done with the best of intentions, but did
you know that there is an industry now emerging
focused on trying to create food and drink products that
can make you feel happier?
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The Point (see page 14) explores these so-called ‘mood foods’, which are
emerging as an innovative and interesting sub-trend in the food and drink sector.
They could provide opportunities for growth in the next decade and allow
manufacturers to personalise food and drink in ways we would never have
thought possible.
The clamour for healthcare reform continues as the percentage of GDP spent
by governments on healthcare presents an ever-increasing burden. On page 10,
we review what’s really happening in Europe and look at ways where the private
sector can alleviate some of this burden.
No one would ever wish deliberately to cause offence to another, especially in
business dealings. Yet the risk of inadvertently doing so is higher than ever as
business goes global. The importance of cross-cultural awareness in business has
never been greater and is the subject of an insightful piece on page 6.
Also in this issue we carry a profile of John Alexander (see page 20), the CEO
of ERM, the world’s leading provider of environmental consulting services and a
Bridgepoint-owned business since 2005. From his perspective of a multinational
client base, he explains why environmental awareness and sustainability really
are on the corporate agenda.
Since the last issue of The Point, Bridgepoint itself has been active acquiring
four new businesses in the UK, Turkey, and Sweden and selling one of its best
known retail companies – Pets at Home in the UK – after six years of continuous
growth. For more details of this, check out the ‘Ins & Outs’ section on pages 3 to 5.
To end on a more light-hearted note, but in no way
wishing incorrectly to assume readership demographic, we
take a tongue-in-cheek look (page 36) at the so-called
benefits of middle age I
William Jackson
is managing partner of Bridgepoint
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Care UK moves from public to private
Leading nursing home and elderly care group Care UK has been acquired by Bridgepoint.

The company is being
taken private in a deal
that values the business
at £424 million.
The transaction was
structured as a publicto-private management
buyout led by Care UK
chief executive Mike
Parish. Under the terms of the deal, the company will
be delisted from the London Stock Exchange at a price
of 450p a share.
Over the past five years, Care UK has grown in both
revenue and profit to become a market-leading
independent provider of healthcare services to the
NHS. The group is a long-standing and experienced
health and social care operator and has developed a

broad range of primary and secondary care services. In
the year to September 2009, underlying pre-tax profits
rose 25 per cent to £58 million.
Care UK’s residential and community-based services
sector has also gained leading quality ratings, with
more than 90 per cent of the group’s care homes and
94 per cent of its community care branches rated
“Good” or “Excellent” by Care Quality Commission, the
sector’s regulator.
The strategy post-acquisition is to build on the
group’s success and develop the business organically
and through acquisition. Jamie Wyatt, director responsible for Bridgepoint’s UK healthcare investment
activity, says: “We intend to help Care UK accelerate its
growth and undertake selective acquisitions.” I

Relocation for Pets at Home
Pets at Home, the UK’s largest retailer of pet food and accessories, has been sold by
Bridgepoint after five years of strong, sector-leading growth.
Pets at Home was acquired by
Bridgepoint in 2004 for £230
million and was recently sold to KKR
for £995 million. Under Bridgepoint’s ownership, sales more than
doubled to £404 million and EBITDA
more than tripled to £84 million.
The number of Pets at Home stores
increased by 65 per cent to more
than 250, while the number of
employees expanded by almost
2,000. There was substantial investment in staff training and stores
and distribution processes were
improved significantly.
Pets at Home was founded in
1991 as a single store in the north
of England. The company now
operates a nationwide chain,
offering pets and goods ranging

from hamster cages and cat litter to
exotic fish and giant rabbits.
Sales and profits were boosted
by a variety of initiatives, including
the introduction of ownbrand products. The
company also diversified
in recent years, offering
veterinary treatment
and specialist pet
nutrition advice in
certain stores.
“Fundamentally,
we have tried to get
better every year at
being a top retailer,
opening new stores
and making sure we
have the necessary
infrastructure in

place to support them,” says chief
executive Matt Davies.
Davies, who will remain as
CEO, adds: “It has been a
pleasure to work with
Bridgepoint over the last
six years and we are proud of
all we have accomplished
with its support.” I
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A Nordic first for Bridgepoint
Development Capital
Leading Swedish care company Solhaga has been
acquired by Bridgepoint Development Capital.

Bridgepoint Development Capital (BDC) focuses on
lower mid-market transactions and began operating in
the UK last year, quickly accelerating its coverage into
France and the Nordic region. Solhaga is its first
acquisition in the Nordic region.
Solhaga specialises in the provision of care services
to people with autism. Headquartered in Stockholm,
the company has around 450 full-time employees and
is Sweden’s foremost provider of full responsibility
autism care. Solhaga has 46 facilities across the
country, offering a range of care services. These are
funded by Swedish local authorities, which are required
by law to offer appropriate care to individuals with the
most challenging functional impairments.
Solhaga chief executive Saila Ström says: “We firmly
believe in the growth prospects of the industry and we
are now in a good position to capitalise on the many
opportunities available, including the opening of new
facilities and complementary acquisitions. Joining
forces with an experienced healthcare investor such

as BDC will provide invaluable ownership support and
strategic guidance.”
This area of the Swedish care market is highly
fragmented and local authorities are expected to
increase their use of private providers in the coming
years. In 2008, total spend was around SEK 34 billion
and demographics, better diagnosis and increased
awareness of autism are expected to result in future
underlying market growth of around 5 per cent per
annum or more for private providers I

Accelerating into Turkey
Bridgepoint has acquired a stake in Turkish vehicle inspection group TüvTurk – its first transaction in the country.

TüvTurk was established in 2005
when a consortium comprising
Tüv Süd, a German vehicle and
industrial inspection business,
Doğuş, a Turkish conglomerate, and
Akfen, a Turkish infrastructure
provider, won a tender from the
Turkish Privatisation Administrators
to operate vehicle inspection
stations in Turkey for 20 years.
Akfen has now sold its stake to
Bridgepoint.
TüvTurk operates 191 inspection
stations across Turkey. The group
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has franchised its operations across
81 regions to 46 franchisees but
retains ownership and operation of
the largest region, Istanbul.
Compulsory vehicle testing in
Turkey is moving towards EU norms
and car ownership levels are rising

as the population becomes more
affluent.
“TüvTurk is a robust business
in a growing sector with a highperforming management team and
institutional shareholders who
understand the vehicle inspection
and domestic Turkish automotive
markets extremely well,” says
Martin Dunn, director responsible
for Bridgepoint’s Turkish investment team I

Growth trail for
newly acquired LGC
Leading testing and analytics company LGC has been
acquired by Bridgepoint in a transaction designed to
build scale in the UK and overseas.

LGC is an internationally recognised leader in the
provision of chemical and biological analytical
services and reference materials. The company
works across a range of sectors.
The business is growing fast and has been
acquired by Bridgepoint from private equity
company LGV Capital. The deal values the company
at £257 million, and was done in partnership with the
existing management team, led by chief executive
David Richardson.
“We are delighted
that, with Bridgepoint’s
support, LGC will be
well placed to enhance
market coverage and
to continue its
progress towards
becoming a worldleading scientific
service company,” he says.
LGC’s client list includes a broad range of companies
and public sector organisations supplying research,
development and quality control services to the
forensic science, pharmaceutical and biotechnology
industries. Other areas of expertise include food chain
and environmental surveillance and safety, and life
sciences and genomics.
The company is also the UK’s designated National
Measurement Institute for chemical and biochemical
analysis, and the host organisation for the UK’s Government Chemist function. LGC employs around 1,500
people in 28 laboratories and centres across Europe
and at sites in India, China and the US. LGC has grown
at a compound annual growth rate of 18 per cent over
the past decade and forecast revenue for the year
ended 31 March 2010 is £130 million.
Chris Busby, a partner at Bridgepoint responsible
for investments in the business services sector, says:
“LGC is a leader with a strong service-based reputation

in fragmented but growing markets, and we intend to
support the company in consolidating its market
position as it begins to make focused acquisitions to
build scale in the UK and internationally.”
In its most recent results, LGC reported turnover of
£120million and EBITDA of £19.8million. Growth was
driven by strong sales of reference materials and
proficiency testing schemes, increased demand for
forensic casework and DNA analysis, and growth in UK
government work I
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Lost in
translation
In a world where business dealings are
increasingly global, the risks of inadvertently
causing offence to potential customers,
suppliers and investors are higher than ever.
Yet there are ways to improve cultural
awareness – and increase the chances of
cross-cultural business success.
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H

eard the one about the American car
manufacturer that launched a new
model in Latin America, but made the
mistake of naming it the Nova? In Spanish,
Nova translates as “doesn’t go”, which is hardly
an auspicious name for a car. Not surprisingly,
sales bombed.
Then there’s the tale about the multinational baby food group that launched in
Africa with the same packaging it used in its
home market, featuring a picture of a baby.
Horrified African consumers took this to mean
the jars contained ground-up infants.
Both stories are used by brand and business
experts to illustrate the pitfalls of failing to
appreciate the myriad cultural nuances in
international markets. The trouble is, neither
tale is true. Both these business myths are
supposed to encourage cultural awareness: in
reality they do anything but. Glib and poorly
researched, with overtones of xenophobia,
they preach the precise opposite of cultural
awareness.
The word Nova and the phrase no va have
completely different pronunciations and no
Spanish speaker would mistake one for the
other. In fact, the Nova, which was made by
General Motors, sold well in Latin America.
And the baby food myth, which holds an entire
nation up for ridicule, is laden with cultural
prejudice – exactly what it is supposed to serve
as a warning against.
But for every urban myth of cross-cultural
business blunders, there are hundreds of true

stories of mistakes, misunderstandings and
gaffes committed by those who have failed to
ensure they are attuned to the people they are
dealing with. In many cases, those mistakes are
not just a source of embarrassment but lead to
lost business and lost opportunities.

Culture crash
One of the most spectacular – and most costly –
examples is the failed merger of Daimler-Benz
and Chrysler. The two car makers got together
in a $36 billion deal in 1998. Less than nine
years later, the Germans had to pay a private
equity firm to take Chrysler off their hands.
The deal, originally hailed as “a merger of
equals”, went wrong from the start, with both
sides failing to appreciate how difficult it
would be to work together. The Germans
found the more freewheeling, relaxed style of
their American counterparts hard to cope with,
while the Americans hated the bureaucratic,
hierarchical approach favoured by the
Germans, who were in the driving seat.
There was a mass exodus of senior Chrysler
executives – some were fired, others resigned –
as the atmosphere within the merged business
soured. Far from pooling ideas and technology,
the two sides regarded each other with
suspicion, anticipated synergies failed to
materialise and Chrysler’s market share and
profits plunged.
Julian Birkinshaw, professor of strategic
and international management at the London
Business School, says the cost to companies of
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such mistakes can be enormous, not just in lost
profits but in loss of reputation.
“There can be big differences in the basics
and it is important that we have sensitivity to
this. In terms of emerging markets, the biggest
culture clash comes with the Chinese. There’s
no question that we do not understand the
Chinese in the West. The Middle East and
Japan are tough too,” he says.
Banking giant HSBC has made a point of
highlighting cultural differences in its longrunning “the
world’s local
bank” advertising
campaign. The
ads include the
eager suitor
pursuing an
Italian girl with a
bouquet of white
chrysanthemums
(in Italy, and
some other
European
countries, these
flowers symbolise
death and are
only used at funerals).
Such a simple mistake can easily be avoided
with a bit of homework but the most important
advice, says Birkinshaw, is to keep an open
mind and be willing to try something new. In
his recently published memoirs, former BP
chairman Lord Browne talks of the challenges
involved in adapting to local customs,
including a celebratory meal in Kazakhstan:
“Sheep’s eyes would definitely not have been
my choice for dinner, but wearing local ethnic
costume, I ate one trying not to think of its
texture or origins but simply of BP.”
Even the leader of the world’s most powerful
nation gets it wrong sometimes, however.
Barack Obama managed to upset just about
everyone last November when, on a visit to the
Imperial Palace in Tokyo, he bowed to
8

Japanese Emperor Akihito, bending deep at the
waist while proffering his hand at the same
time. The depth of the bow played badly back
home, where Obama was accused of
demeaning the US nation. But his gesture also
backfired in Japan, where it is generally considered bad form to bow and shake hands at the
same time. Obama no doubt intended to
demonstrate respect but in Japan such a bow
can indicate weakness, which embarrassed his
hosts. Far better would have been a more
modest bow, hands firmly by his sides,
followed by a firm handshake, giving a more
appropriate message of strength combined
with humility and respect.

Cultural intelligence
However, a real appreciation of cultural
nuances runs much deeper than the precise
angle of a bow, how to hold your chopsticks or
whether you should engage in small talk at
your first business meeting rather than getting
straight down to negotiations.
There is a growing body of academic work
on what is termed cultural intelligence – CQ.
This is an extension of EQ, or emotional intelligence, and broadly means the ability of an
individual to adapt successfully to different
cultural concepts, whether they are national,
organisational or professional.
David Solomons, who runs CultureSmart!
Consulting, has a simple definition of culture:
“It’s just another point of view.” An expert in
intercultural and diversity issues, Solomons
has worked with many of the world’s largest

There are obvious things about body
language and protocol, of course, but the
best way to become really attuned is to
keep an open mind and to concentrate
your attention on the people you are
dealing with

Business
insight

In these days of increasingly
mobile labour markets, an
understanding of the
nuances of different cultures
is likely to be every bit as
useful when talking to the
person sitting at the desk
next to you as it is with those
halfway across the world
companies, with a client list including
Amazon, Axa Insurance, Sony and Tesco.
Guides to local etiquette and customs have
their uses but it is far more important to
develop a broad understanding of other
cultures, he says. He also warns against the
assumption that globalisation means
businesses can operate in the same way around
the world, regardless of local cultures.
“We don’t give people lists of dos and
don’ts because that focuses their attention on
themselves, and can result in a false sense of
security; there are a lot of anomalies these
days and people do not always act typically
of their culture.
“There are obvious things about body
language and protocol, of course, but the
best way to become really attuned is to keep
an open mind and to concentrate your
attention on the people you are dealing with.
That is far better than following any formulas
and it will help you to understand what is
appropriate and what is not, leading to a more
positive relationship.” And if in doubt, just ask,
he says.

What’s at stake?
The consequences of failing to deal with
cross-cultural issues effectively are profound,
he warns. “Markets are more competitive
these days and there’s so much more to lose.
Companies that take an interest will score;
those that fail to understand will fall by the
wayside. Some of the large corporations that
have been paying attention are already getting
an edge. Others continue to experience some
very high-profile blunders.”
Some of the biggest gaps in understanding
can occur in countries that believe themselves
to be on the same cultural wavelength.
Dag Andersson, chief executive of Bridgepoint-backed Diaverum, is well placed to
observe the nuances in cross-cultural
communication. A year and a half ago the
dialysis clinic group switched headquarters
from Sweden to Germany. The biggest difference he has noticed is in the two nations’
general approach to business: “German
businesspeople are not risk-takers. The
Swedish are: because of our small domestic
market we have had to be.”
Andersson also notes that there is a more
formal approach to business in Germany,
so Germans often get on better with the
Japanese than with other Europeans.
Observers suggest that the best approach to
cross-cultural business is to retain a sense of
proportion, mixed with common sense and a
dash of street wisdom. But such skills should
be applied all the time, not just when dealing
with contacts in other countries. In these days
of increasingly mobile labour markets, an
understanding of the nuances of different
cultures is likely to be as useful when talking
to the person sitting at the desk next to you as
it is with those halfway across the world I
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Healthcare is an
essential part of
national budgets. It is
also highly emotive
and increasingly
expensive. So, as
demographics
change and public
finances come under
pressure, there is a
growing need for
change. Healthcare
systems are already
evolving – and they
will continue to do
so at a rapid pace.
10

H

ealthcare in the
Western world is badly
in need of reform. In
the US, around 16 per cent of
government spend goes on
hospitals, pills and other
medical costs, yet an estimated
one in six Americans is not
covered by health insurance.
European governments spend
about 8 per cent of their
budget on healthcare but the
costs are still too high.
So as President Barack
Obama drives through change
in America, healthcare is
proving a challenge for
governments across the globe.
Between 1996 and 2006,
healthcare spending rose an
average of 4.1 per cent a year
across OECD countries, far
outstripping economic growth.

Unless drastic action is taken,
this trend will only accelerate.

Demographic pressures
The population across the
developed world is ageing
rapidly. According to the UN,
the proportion of the world’s
population aged 60 or over
will match that aged under 15
– around a fifth – by 2050. In
the EU, that has already
happened – and by 2050,
elderly people will outnumber
the under-15s by two to one.
The European Union’s
2009 Ageing Report calculates
that, by 2060, EU countries
will have to spend 1.5 per cent
of GDP more on healthcare,
and 1.1 per cent more on longterm care, to deal with the
demands of their ageing

Analysis

populations. “Without policy
interventions, demographic
changes will lead to reduced
economic growth, a rising
burden of dependency and
threats for public finances
through expenditure pressure
on pensions, health and social
services,” it says.
The rising incidence of
diseases such as cancer,
which require expensive and
long-term treatment, is also
putting pressure on healthcare bills. The EU report talks
of a “10-year window” for
governments to carry out
structural reforms to health,
pension and education
systems so that they can cope
with these changes before
baby boomers retire.
These demographic
pressures could not have come
at a worse time. Last year’s
European Health Forum
concentrated solely on the
impact of the financial crisis
on health and social systems.
Armin Fidler, lead adviser on
health policy and strategy at
the World Bank, pointed out
that a number of European
countries are suffering from
soaring debts and severe
budget constraints as a result
of the crisis. Governments in
Europe are, therefore, sharing
Obama’s problem of trying to
cut spending at a time of
increasing demand.
The US healthcare system
is markedly different from
European models. On this side
of the Atlantic, most countries

still offer a service which is
free to everyone, paid for
through some kind of national
health insurance fund or a
combination of public funding
and mandatory insurance. In
the US, the system is almost
entirely in private hands.
Private health insurance,
usually arranged through
employers, is supplemented
with Medicare for the elderly
and Medicaid for those on low
incomes. While European
healthcare budgets are
smaller than in the US, they
have been growing fast.

Protesting against cuts
But European consumers –
and many healthcare professionals – share America’s
opposition to spending cuts.
Last October, European health
commissioner Androulla
Vassiliou warned EU states
not to cut health spending,
arguing that the stress of
dealing with the financial
crisis would actually increase
demand for such services.
There is not much sign that
governments are listening. In
the UK, health spending in

2010/11 will be cut by £4
billion and, while the Conservatives say they will not cut
spending if they are elected,
most economists think there
will have to be cuts eventually.
Even the threat of cuts is
sparking protest, however. In
Greece, workers took to the
streets to protest against the
government’s €4.8 billion
austerity package, which
includes €1.4 billion of cuts in
hospital spending. The Latvian
health minister, Ivars Eglītis,
resigned because, as a doctor,
he could not agree to service
reductions proposed by the
government.
“Given the economic cycle
we are going through, there
has to be fundamental change
in the system,” says Jamie
Wyatt, a director of Bridgepoint’s UK healthcare team.
“Even before we started this
recession, governments were
saying that, given the expected
increase in demand over the
next 20 years, it was going to
be difficult to put enough
funding into healthcare.”

During the 20 years between 1996 and 2006,
healthcare spending rose an average of 4.1
per cent a year across the OECD, far
outstripping economic growth
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Private sector input
Across Europe, the amount of
private sector involvement in
healthcare is relatively small.
Germany and France are most
advanced: around a fifth of
their services are outside state
control and they allow private
sector managers to run
hospitals. In the UK, the
private sector accounts for
well under 10 per cent of total
spend. But this is almost
certain to change – and fast.
“It is still early days – it was
only in the 1990s that elderly
care was first outsourced.
Now the independent care
home sector is large and
growing rapidly,” says Wyatt.
Care UK, the latest addition
to Bridgepoint’s portfolio,
illustrates this trend. The
group started out running care
homes for the elderly but has
expanded into other areas,
offering emergency out-ofhours services for GP practices
and running treatment centres
where the National Health
Service is starting to introduce
competition.
Bridgepoint’s first foray into
healthcare was Alliance
Medical in 2001. Then it was a
purely UK company offering
diagnostic imaging services to
both the public and private
sector; now it operates in
14 countries across Europe.
Bridgepoint-backed Diaverum
has grown from a Swedish
company offering
dialysis services
to kidney
12

patients to Europe’s secondlargest provider of such
services. The private sector
already accounts for around 40
per cent of the dialysis market
and, with the growing focus on
cost control, there is scope for
growth. Tunstall, the largest
European provider of alarmbased telecare systems for the
elderly, is similarly suitable for
cross-border expansion.
Other services are harder to
transfer from country to
country. Terveystalo, based in
Finland, has a network of
private hospitals offering
services ranging from occupational health to GP surgeries
and surgical treatment. The
company operates within
national borders, but as health
is such a huge market there is
still plenty of scope for growth.
“The opportunities in
healthcare are evolving as
health markets evolve. The
private sector can play an
increasing role in the kind of
high volume services, such as
diagnostic testing or MRI
scanning, where there can be
economies of scale,” Wyatt
explains.

More competition
An OECD report, Achieving
Better Value for Money in
Healthcare, published in
2009, found that governments
are introducing competition in
three principal areas –
insurance, collectively
purchased health services and
individual treatments.
“These types of competition
often interact,” notes Peter
Smith, professor of health
policy at Imperial College
Business School and one of the
authors of the OECD report.
“For example, in some social
health insurance systems,
increased competition in the
insurance market is seen as a
means of enhancing efficiency
through greater competition
among providers.”
Competition among
insurers has been used for
some time in Germany, the
Netherlands and Switzerland,
which operate different
variations of a hybrid between
a state-financed and a private
insurance health service.
Under these schemes,
everyone has to buy health
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In France, patients have to pay to access
some kinds of specialist care. In the
Netherlands, insurance premiums are
cheaper for those not using in-patient care.
In Germany, patients are encouraged to opt
for cheaper generic drugs by being required
to pay an extra contribution for more
expensive treatments
insurance from a panel of
providers that supply a
statutory list of services.
“The intention is to
stimulate insurers to become
more administratively
efficient, provide better
services to their clients and
eventually search for more
efficient and better-quality
providers and seek out costeffective technological
innovations,” Smith explains.
“However, the degree to
which this competitive
pressure spills over into
provider markets varies
considerably across countries,
reflecting the differences in
the regulatory environments.”

Collective purchasing
The UK, along with Italy and
Spain, already uses different
forms of collective purchasing
to contain costs.
“Historically, the
purchasing function in
healthcare has been weak.
Purchasers have either
passively reimbursed
providers or based contracts
on historical precedent, with
little attempt to introduce
contestability into the
provider market,” says the
OECD report. “There is,
however, a growing recogni-

tion that strategic purchasing
must become more active,
and that stimulating some
sort of competitive market
in provision may be an
important lever for securing
better and more cost-effective
services.”
This kind of competition
takes many forms. In Finland,
benchmarking of hospital
performance is an important
tool for healthcare management. In England, the
government is hoping to
stimulate some modest
competition for the NHS with
the creation of Independent
Sector Treatment Centres for
certain routine medical
procedures. In Germany,
patients are encouraged to
join disease management
groups, a concept imported
from the US, for conditions
such as heart disease and
diabetes. Patients are required
to sign up for regular checkups and adhere to treatment
recommendations, while
doctors must agree to adhere
to the programmes’ protocols
and educate patients about
self-care. Both patients and
doctors have an incentive to
participate: doctors are given
money for each patient they
enrol, while patients make

smaller contributions towards
the cost of drugs they need.
The health insurers benefit as
well because the programmes
are designed to prevent costly
complications or worsening
of diseases.
The hope is that the
introduction of competition
for individual treatments will
encourage patients to use
cheaper services. In France,
for example, patients have to
pay to access some kinds of
specialist care. In the Netherlands, insurance premiums
are cheaper for those not
using in-patient care. In
Germany, patients are encouraged to opt for cheaper
generic drugs by having to pay
an extra contribution for more
expensive treatments.
This type of economising
can be controversial. But, as
healthcare costs rise and
government budgets shrink,
rationing will become an
increasing feature of healthcare systems. National
healthcare may have served
Europe well in the second half
of the 20th century, but the
next few decades will be
characterised by new
structures and customs. And
they may be even better than
before I

13

Market
trends

All natural in
We all know that certain foods have an impact on our physical
state. Now manufacturers are trying to create food and drink
products that can make you feel happier, more alert – even
more receptive to learning. Dominic Harrison explains.
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ood and drink have
long been associated
with their moodaltering powers. Ever since
Roman settlers discovered a
certain bivalve mollusc at
Whitstable Bay in Kent and
claimed it could produce
amorous feelings when eaten,
certain types of food and drink
have been perceived to hold
extra-nutritional, moodshaping properties. In modern
Europe, there are many
people who simply cannot
face the day without a selfdiagnosed wake-me-up shot of
caffeine, and for a good few
more, the end of the working
week is just not the same
without a healthy dose of
wind-me-down G&T. In
Germany, there is a wellknown saying: “Food and
drink keep body and soul

together”; in other words,
what we ingest influences our
mind as well as our stomach.
The food and drink sector
has begun to make formal
inroads into this world of
mood manipulation. So-called
mood foods form a nascent
and innovative sub-trend that
the sector hopes will provide
genuine opportunities for
growth over the next decade.
These food and drink products
include natural ingredients,
marketed to improve
emotional states and boost
cognitive agility. A number of
examples are already making
their presence felt across
Europe and beyond.
Coca-Cola offers “alternative hydration” with its
Glacéau Vitaminwater range,
claiming that the vitamininfused drinks can leave you
feeling “slightly more
normal”. The range includes
Spark, an energy drink
infused with B vitamins and
natural caffeine to “lift” the
recipient, and Revive, specifically targeted at those
suffering after the “mother of
all nights”.

UK-based Firefly Tonics
also manufactures beverages
claiming to contain restorative powers. Wake Up,
Sharpen Up and Recharge all
include natural ingredients
and invitations to “up the
tempo” and “survive overattended conferences in
over-heated meeting rooms”.
A number of anti-energy
beverages have appeared
too, such as Slow Cow and
Malava Relax: drinks infused
with natural ingredients that
claim to relax drinkers as well
as improve concentration,
memory and learning
capacity.
New Tree Chocolate
maintains that its chocolate
products contain ingredients,
such as beneo, guarana and
lime blossom, with moodboosting properties. Products
are arranged by the feelings
they purportedly inspire in the
consumer: sexy, tranquillity,
pleasure and so on. Twinings
tea also arranges its herbal tea
range by mood, from Reviving
to Indulgent to Feelgood.
These claims represent an
interesting departure from
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those we might typically
encounter. Not only can what
we eat and drink be beneficial
to our physical health – a
message long communicated
to food consumers – but it can
also, apparently, make a
positive contribution to our
mental wellbeing.

According to the
brave new world of
natural, moodengineering
products, personal
balance, happiness
and cognitive ability
are commodities to
be ingested; for a
holistic solution to
physical and mental
wellbeing, we are
now told, look no
further than your
kitchen cupboard
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Mounting pressures
While still an embryonic
market, mood foods respond
in part to growing interest in
lifestyle health, an approach
that places equal importance
on mental wellbeing and
physical health. Consumer
respect for such a theme has
been boosted by the
widespread perception that
contemporary society creates
considerable mental strain in
its citizens. In recent research
by the Future Foundation,
eight out of 10 British adults
felt the stress of modern life is
making people less happy
than they used to be, with
agreement levels substantially
higher than they were in 2003
and 2007. More than a third
of consumers in France,
Germany, Italy, Spain and
Sweden say they find
everyday life very stressful,
and more than half of all
consumers in France,
Germany, Italy, Spain and
the UK feel under time
pressure in everyday life.
Against this background,
mood foods present a
compelling offer. According
to the brave new world of
natural, moodengineering products,
personal balance,
happiness and
cognitive ability are
commodities to be
ingested; for a

holistic solution to physical
and mental wellbeing, we are
now told, look no further than
your kitchen cupboard. Many
mental health organisations
also claim that overall
wellbeing is closely linked to
consumption of healthy,
natural produce. According to
UK charity the Mental Health
Foundation, for example, “The
time is now right for nutrition
to become a mainstream,
everyday component of
mental healthcare.”

Beyond nutrition
Mood foods belong to a larger
sector known as functional
foods, products marketed as
containing specific health
benefits above and beyond
traditional nutritional value.
Typically fortified with natural
ingredients, numerous
products on supermarket
shelves today – including
yoghurts, breads or beverages
– make claims relating to, for
instance, cholesterol
reduction, bone and joint
strengthening and improved
circulation.
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It is not only inner-body
matters that functional foods
claim to address – assertions
stretch to include areas of the
body traditionally targeted by
externally applied cosmetics.
Marketing material assures us
that tougher nails, thicker hair
and rejuvenated skin can all
now be achieved, via “edible
beauty” food and drink
products. Sip, for example, is
water with a “natural beautifying complex”, claiming to be
the ultimate route to “better,
beautiful skin”.
Cynics may question these
claims, but many people are
intrigued. More than 20 per
cent of consumers in Belgium,
Germany, the Netherlands
and Portugal claim to have
included functional foods in
their diet to improve or
maintain health in the past
12 months, while a third of UK
adults admit they “regularly
buy food and drink products
that claim to have specific
health effects”.

The future of food
Alongside a growing interest
in how to counter common
lifestyle-related pressures,
concerns surrounding healthy
living have grown markedly as
ageing European populations
adjust to the physical realities
of older age, and lifestyle and
diet-related health problems
(such as obesity, diabetes

and physical inactivity)
become an issue of increasing
public concern.
In the mid-1980s, twothirds of UK adults agreed that
they were concerned with
“trying to stay fit and healthy”;
by the end of the noughties,
agreement had risen to more
than three-quarters of the
population. Furthermore,
“improving health and fitness”
was UK consumers’ numberone personal priority at the
end of the noughties – a
period in which one might
have expected economic
concerns to ride highest.
Products’ allusions to
natural, “free from” ingredients also appeal to an
emergent consumer desire for
natural, healthier, more
“authentic” food products.

Growing consumer interest in
food provenance is also
catered for, with the often
exhaustive focus on ingredients that is becoming
increasingly common on food
and drink packaging. New
Tree’s Vigor chocolate, for
example, informs the
consumer that one ingredient,
theobromine, is “the natural
cocoa caffeine: a gentle
stimulant to the nervous
system; as it is less rapidly
assimilated than caffeine, its
effects are spread out over a
longer period of time”.

Products’ allusions to natural, ‘free from’
ingredients appeal to an emergent
consumer desire for natural, healthier,
more ‘authentic’ food products
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For manufacturers too, food functionality
could provide a new opportunity to attract an
increasingly promiscuous, innovationdemanding consumer base
Bad becomes good?

Enter the regulators

Inserting functionality into
foods also opens up an
intriguing opportunity for
food and drink markets
typically associated with
indulgent, naughty-but-nice
food experiences. Will fast
food, confectionery and soft
drinks manufacturers revisit
recipes to insert functional,
mood-enhancing ingredients?
In 2008, food manufacturer
La Pizza announced it was to
include Omega-3 in
its deep-pan pizza bases,
claiming “they really are
better for you”. For the
majority of consumers who
retain a strong appetite for
treats – seven in 10 agree “I try
to maintain a healthy diet
while sometimes treating
myself to foods that I know
aren’t good for me” – such
attempts could prove popular;
especially so when we
consider that translating
healthy aspirations into
healthy practice can be
devilishly difficult.

However, regulatory intervention could be an important
barrier to further growth in
the market.
The explicit health and
mood-enhancing claims made
for functional food ranges
have, perhaps unsurprisingly,
drawn the attention of
European regulatory bodies.
The European Food Safety
Authority spent much of 2009
halting advertising campaigns
considered misleading to
consumers as it enforced
European Union regulations
requiring manufacturers to
substantiate nutrition and
health claims. In the UK,
the Advertising Standards
Authority (ASA) banned a
trio of 2009 advertisements
for Glacéau Vitaminwater.
The ASA ruled that the
product, with taglines that
included “Keep perky when
you are feeling murky”,
failed to provide sufficient
evidence to support the claims
being made.

food – be it related to the
recipient’s mood or to specific
health issues – could become
more commonplace. By 2020,
consumers may be using food
and drink to more closely
control sleep patterns, libido
and emotional balances.
For manufacturers too,
food functionality could
provide an opportunity to
attract an increasingly promiscuous, innovation-demanding
consumer base. Giving
customers the ability to,
effectively, personalise the
food and drink they eat – to
conveniently complement
gender, mood, age, individual
health goals and even lifestyles
– could increasingly be seen as
an exciting innovation worthy
of a considerable premium.
And, during a time in which
margins have been stripped
bare by value-hunting
consumers and fierce ownlabel competition, this will be
welcome news indeed I

Attracting consumers
Heightened regulatory
intervention in the sector may
contribute to consumer
cynicism, but mounting
interest in holistic wellbeing
and the challenges posed by
demographic change suggest
that added functionality in
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The future
in his hands
Environmental awareness is a key
item on the corporate agenda.
John Alexander, chief executive of
ERM, is at the centre of this focus
on climate change, carbon
footprints and sustainability.
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aving the planet used to be a fringe
activity, reserved for sandal-wearing,
lentil-eating lefties. Now it has moved to
the mainstream. Companies routinely switch
off the lights and computers at night. Individuals recycle empty bottles and old newspapers.
Despite this behavioural shift, many people
still consider that running an environmental
consultancy would be more of a vocation than
a job. So they might expect the chief executive
of a leading player in the field to be evangelical, or even hectoring, in his approach. They
might expect him to be driven by a deep
passion for the environmental cause and a
personal commitment to green issues.
John Alexander, chief executive of environmental risk management business
Environmental Resources Management
(ERM), defies such clichés. A softly-spoken
geophysicist from just outside Newcastle, he
admits his involvement in environmental
issues was initially more academic than
emotional. “When I first started in this sector,
my primary interest was analytical,” he
explains.
Alexander began his career on the other
side of the environmental divide, working in
the Middle East for a major oil group. Finding
life in such a large, multinational company
somewhat impersonal, Alexander decided to
make some changes to his career.
“I didn’t like being a small cog in a huge
machine so I went back to university to study
hydrogeology – the study of ground water,”
he explains.

Alexander then spent several years as an
environmental consultant, before joining ERM
in 2002. The Bridgepoint-backed company has
several strings to its bow. It provides environmental, safety and social impact assessments
for companies and government organisations.
It advises on regulatory issues, helps
businesses clean up contaminated sites and
offers due diligence expertise around project
finance, M&A and other corporate activities.

Rising through the ranks
Alexander joined the group initially as MD for
Australia. Moving his young family to Sydney,
he swiftly took responsibility for the AsiaPacific region, before adding Europe, the
Middle East and Africa to his roster. In 2005,
Bridgepoint took a 52 per cent stake in the
company, and a few months later, Alexander
became chief operating officer.
“That gave me the opportunity to get to
know the US business and lifted me away from
the day-to-day operations of individual regions
so I gained more of a company-wide perspective,” he says.
In March 2008, Alexander became chief
executive of ERM. “Being CEO is incredibly
rewarding but it is quite different from any
other position I have had because it never
stops. Generally, that is a good thing but you
do have to take a step back at certain times and
work out how to reorganise your time so you
are focused on the important things,” he says.
“I think that’s a challenge for anyone in their
first CEO position but it is particularly tough
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when you have come up through an organisation. I don’t want people to think I am not
interested in what they have to say. I am, but it
is not always physically possible to see
everyone and do everything.”
The demands of the job were especially
acute because Alexander continued to live in
Sydney after his promotion, at least ostensibly.
“I have spent huge amounts of time on the
road over the past couple of years. In 2009, I
was away from home for nine months,” he
says. The peripatetic lifestyle was almost
inevitable, given that ERM is headquartered in
London but has offices in 39 countries
scattered all around the world.
In December 2009, however, Alexander
moved back to the UK. “Coming back to Britain
was interesting on several levels. First, we left
the 40ºC sunshine of Sydney for the -5ºC,
snowy winter of south-east England. Also,
Australia is a young country and the society is
really open and welcoming. England is very
different in that respect. But we have family
and friends here so that balances it,” he says.

Dealing with the downturn
There was also a real need for Alexander to be
based at ERM’s headquarters, given the
challenging backdrop of the past 18 months.
Although environmental consultancy does
have some recession-resistant qualities, the
business was still affected by the global
economic downturn.
“We were affected in two ways. Some
projects were cancelled or postponed and
those clients that carried on spending either
reduced the size of projects they were
undertaking or pursued them in tranches,
which made it much harder for us to make
forecasts,” he explains.
Nonetheless, the business came through
2009 in robust financial health. Sales fell
slightly but cash flow and profit margins held
up well. The company also managed to retain

22

Face
to face

stand-alone strategic offering. We also want to
some flexibility around staff levels by offering
make our own business a leader in sustainemployees the chance to work fewer days or
ability performance so we are leading from the
take sabbaticals last year.
front, as it were,” says Alexander.
“This created a lot of goodwill and it meant
He also intends to leverage ERM’s global
that we could adapt to the recession and make
footprint so that the group acts more as a
sure we had people on the ground when the
single company rather than as a string of local
situation began to recover,” Alexander says.
businesses. And he is also keen to focus on
Even in the depths of the downturn, he was
selected sectors, such as oil and gas, power and
thinking about the future and, in the summer
certain areas of
of 2009,
mining.
embarked on a
You might think that it is much less sustainable
“We have
strategic
to fly flowers in from Africa than grow them
2,000 clients at
review. “It was
under glass in Holland. But actually, the
the moment but
clear that
environmental cost of maintaining greenhouses 100 of them
things were not
in Holland over the winter is much greater than
represent 30 to
going to be the
the cost of flying flowers from Africa, where
40 per cent of
same as before
there is plenty of sunshine
our revenue and
the recession so
the next 1,000
it seemed as if
account for 50 to 60 per cent of sales. We
the time was right to think about what the
should be focusing on large, multinational
situation would be in 2010 and how we should
clients who can benefit more from our range
position ourselves for the future.”
of services,” says Alexander.

Employee engagement
The review was wide-ranging and engaged
staff across the firm. “There were continuous
blog sites, partner conference calls, discussion
groups and even ‘CEO jams’, where everyone
could type in questions on the intranet and I
would answer them,” says Alexander. “We
have an amazing knowledge management
team, which organises lots of different forums
and vehicles for engagement and communication, so the review really captured opinions
from around the firm.”
The results of this process were announced
in March and revealed what could be a
transformational shift in the business. “The
fundamental issue is a step change in the
ambition of the company. We want to really
focus on growth and we want to establish a
leading position in the area of sustainability.
We already include sustainability in our
existing core services but we want to create a

A change in attitude
The step change in ambition is timely. Environmental issues are moving swiftly up the
corporate and political agenda, driven largely
by a genuine shift in public awareness.
“In the 1980s and 1990s, companies were
largely focused on compliance, making sure
they ticked the right boxes, basically. In the
early noughties, energy and climate change
became a growing issue. Now we are looking
at sustainability from a much broader perspective,” says Alexander.
This can range from a company’s impact on
local communities to the way its products are
sourced, grown, manufactured, packaged and
distributed. And the impact is not always
obvious.
“Take flowers,” says Alexander. “You might
think that it is much less sustainable to fly
flowers in from Africa than grow them under
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glass in Holland. But actually, the environmental cost of maintaining greenhouses in
Holland over the winter is much greater than
the cost of flying flowers from Africa, where
there is plenty of sunshine.”
This approach is known as life-cycle
analysis and ERM is a leader in the field. “It
involves looking at all the resources consumed
and the waste
“I am passionate
generated in the
Our major clients spend billions of dollars
about ERM offering
production,
on major projects every year. If we can help
the best services to
shipping and
them minimise their environmental impact
the biggest, most
distribution of a
or improve the socio-economic and
significant clients in
product.”
environmental outcomes from the dollars
this space because,
But firms that
they invest, we can make a real difference
in doing so, we can
complete such
make a huge impact
analysis, particuon the societies in which we live and work,” he
larly those involved in consumer-facing
says. “Our major clients spend billions of
industries, need to communicate their
dollars on major projects every year. If we can
findings to their customers. So ERM also
help them minimise their environmental
helps clients to design appropriate packaging
impact or improve the socio-economic and
and labels.
environmental outcomes from the dollars that
“We help companies understand what their
they invest, we can make a real difference.
stakeholders are looking for – be they
“I am keenly aware of the impact of what
customers, suppliers or investors. And we look
we do as individuals and families but I think it
at the opportunities they have to reposition
is quite dangerous to be religious about it in
themselves to take advantage of a more
the position I am in. The market is driven by
sustainable approach to their products and
increasing public awareness but we are
processes. This may involve creating new
in business to make a return for our
products, positioning existing products in a
shareholders as well as make a difference
new light or changing manufacturing or distrito society,” he adds.
bution processes,” explains Alexander.
Some companies take a reactive approach –
looking at what their stakeholders expect of
Alignment of interests
them in the here and now. Some are looking
ERM has an interesting structure and an
five to 10 years ahead. “They are thinking
almost consultative culture. Of the 3,300 staff
about what customers might be looking for
worldwide, more than 10 per cent are partners.
and how they might change their ranges or the
They own a collective 48 per cent stake in the
ways they present or manufacture their
business and only they can sign off on client
products to create a real difference.”
reports and contracts. The structure means
ERM’s chief executive may not be a
partners’ interests are clearly aligned with
proselytising “sustainamentalist” but Alexander those of the company at large, a situation
is extremely focused on the benefits that the
which sits well with ERM’s private equitybusiness can offer.
backed status.
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“Bridgepoint has been very supportive of us
during the past year. It has recognised our
need to manage short-term performance
without prejudicing our ability to grow quickly
once the recession comes to an end. It has also
been supportive of the process and the
outcome of our strategic review, which I
believe positions us for growth over the next
five years and beyond,” says Alexander.
He is a level-headed and thoughtful leader,
well aware that he works in an emotive sector
where he needs to prioritise commercial
objectives while at the same time keeping staff
motivated.
“If staff see ERM as a mission-driven organisation, as opposed to a profit-driven
organisation, it can create conflicts of interest.
But I do believe that we can and will make a
difference by being the best at what we do.”

Giving more

pipeline is growing and sales are increasing.
“Fundamentally, we are in a great space.
It’s an exciting market and there is a lot
happening. Looking ahead, I want our business
to be recognised for the quality of our staff,
services and clients. I want us to be the
clear and demonstrable leader in our space,”
he says.
Alexander has moved a long away from the
ambitions he harboured as he was growing up
in north-east England. “When I was young, my
main interest was to find a subject that gave
me the opportunity to travel and spend time in
the field,” he remembers. “I had a real passion
for exploring new places and cultures but I had
a sense that I needed some harder science or
engineering background to pay the way.”
Now, some 30 years later, he is married
with three teenage children and loves
spending as much time as he can with his
family.
“Particularly after my travels of the past
year, just being with my family at the
weekends is wonderful,” he says I

The company also runs the ERM Foundation,
a charitable offshoot that allows staff to donate
money, time or both to specific environmentally focused projects.
“This allows staff to get personally engaged
in local projects. But they
are very small. The
Name
John Alexander
biggest opportunity for
us to contribute to
Nationality
British
society is by working
Age
48
with the biggest
companies that have the
Liverpool and Birmingham universities
Education
biggest issues and the
Biggest lesson
Rely on gut feeling, particularly when
most to spend and invest
learnt in life
there is ambiguity around people or
on their projects. And if
associated decisions
we get it right, the
Biggest mistake
improvement we can
Not learning a musical instrument
when young. I spent too much time
deliver is huge,” says
on sport which becomes less useful
Alexander.
when your body starts to fall apart
The company has
Finest achievement
Bringing up three wonderful children
seen a pick-up in activity
with my wife, Anne
this year. The number of
opportunities in the
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Back
to basics

Over the past two years, companies have experienced
gruelling economic conditions. But there are lessons to
be learnt from adversity, according to Helen Alexander,
president of the Confederation of British Industry and
former chief executive of The Economist Group.
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he recession has been extraordinarily
tough for almost every business in
Britain. Growth contracted severely and
incredibly fast, which meant few companies
had a chance to prepare for the downturn.
Even so, many companies have coped remarkably well with the challenges imposed upon
them – not just at management level, but
across their organisations.
In previous downturns, notably the most
recent in 2001, management teams were quick
to cut costs by making swathes of staff
redundant and slashing training budgets. This
time round, there has been a much more
measured approach. Of course, some people
have lost their jobs, but unemployment
numbers are considerably lower than expected,
largely because managers, unions and staff
have shown a willingness to be flexible.
Some companies have imposed pay freezes;
others have imposed pay cuts. Some have cut
shifts; some have closed factories for periods of
time and some have offered employees the
chance to work from home. The Confederation
of British Industry (CBI) is the UK’s premier
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business lobbying organisation on national and
international issues. It represents 240,000
companies throughout the UK and two-thirds
of them have said that they are looking at new,
more flexible ways of working. The rationale
behind this is straightforward – if you cut staff
savagely during a downturn, you then have to
spend time and money hiring and training new
staff when conditions improve. Far better to
think more creatively about ways of keeping
employees on board, even if their terms and
conditions are different. And this is what
businesses have done, across sectors and
across regions.

A flexible approach
This is both remarkable and, quite possibly,
permanent. The recession has forced managers
to assess staffing levels but it has also encouraged them to consider how they can benefit
from changes in the way people want to work
and the way they can work. Technological
developments, for example, make it much
easier for many employees to work from home.
This obviates the need for large amounts of
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People say that you shouldn’t waste a good recession and plenty
of businesses have made sure they haven’t. They have used the
downturn to think about what they are really in business for:
what added value they are generating, what their customers want
and the price at which they want it

office space and is considered to be a positive
advantage by many staff. But it does require a
degree of understanding – and maturity – on
the part of employers and employees. And this
is one of the key developments to have
emerged from the downturn.
People say that you shouldn’t waste a good
recession and plenty of businesses have made
sure they haven’t. They have used the
downturn to think about what they are really
in business for: what added value they are
generating, what their customers want and the
price at which they want it. This sounds simple
but it is fundamentally important – and far
from simple to put into practice.
So the downturn has actually acted as a
wake-up call, forcing employers to refocus on
their core functions and re-examine their
proposition, their delivery and their costs. Of
course, most managers know what their
headline expenses are but, when times are
good, it is easy to let things drift a little. The
recession has acted as a timely reminder that
it is imperative to re-evaluate your business
at every level on a regular basis. Because, if

you lose focus, you are almost bound to end up
in trouble.
Fortunately, an impressive number of
companies responded quickly and effectively
to the recession, using it to consider not just
what their businesses are, but what they could
be. It is clear, for example, that the indebtedness of the public sector will create
opportunities for private sector companies.
Lots of businesses are either already involved
in public sector work or believe that they could
be. They see the potential and recognise that
they can be better providers of services and
products across a wide number of different
areas, traditionally the exclusive preserve of
the public sector.
This trend will doubtless gather pace over
the next few years as private sector businesses
regain the confidence that so many of them
have lost during the downturn. Business leaders
tend to be optimists – and a lot of employers
have actually been energised by events of the
past two years. They have faced up to the
challenges confronting them and come through
with a sense of achievement. But there is also a
29
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pervasive sense of caution across British
industry. People are unsure about the pace,
direction and timing of recovery – they have
been through an awful lot and they are still
extremely wary about the next couple of years.
This is not helped by a persistent unease
about three key issues – credit, taxation and
regulation. Businesses have a strong sense that
the UK regulatory environment is uncompetitive by comparison with other parts of the
world. Our tax system is considered to be too

complex and too punitive – in terms of OECD
rankings, we are 18th out of 30 – which puts us
at a disadvantage. There is also a worry about
taxes being imposed without prior warning.
And companies are deeply concerned about
the cost and availability of credit.
They are, however, trying to mitigate this by
seeking alternative funding. The larger ones
are looking at the capital markets. The smaller
ones are sourcing different forms of equity,
even looking to family and friends for funds –
as well as private equity. Nonetheless, issues
around credit continue to provoke real anxiety
for businesses – and this, in turn, curbs their
enthusiasm for investment, which is, of course,
the mainstay of corporate progress.
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Responding to change
Not only is credit in short supply, but talented
employees are too. Around 40 per cent of CBI
members say they have problems with basic
numeracy and literacy levels in their workforce –
which is a huge percentage. And there is a particular shortage of science, technical, engineering
and mathematical skills that needs to be
addressed at every level of the education system.
But business is responding – and its response
is changing. In fact, an almost palpable sense of

change can be felt across the business
community – a feeling that, if problems or
challenges arise, it is no good looking to
governments or other authorities to fix them:
we need to address difficult situations ourselves
and work out our own solutions.
In terms of education, this may mean
connecting with local schools or colleges.
For larger companies, this may involve
engaging with universities either locally or
nationally. But, fundamentally, there is a
recognition that we need to get involved – if
we want to see changes happen, we need to
make them happen.
This growing sense of responsibility among
businesses is apparent in many areas, as
managers explore and evaluate every option in
their bid to survive the recession and seek
opportunities to prosper from it.
Part of this search involves examining new
sectors, new geographies and new delivery
mechanisms. Clearly, Asia is a huge market for
many businesses, either in terms of sourcing
from or selling to the region. But globalisation
does not just mean new places to trade goods
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and services: it also offers the chance to trade
ideas and ways of working. Patently, new
approaches need to come through pretty fast to
ensure businesses are well equipped for the
future – and these encompass different fields,

know what they are there for and make sure
they deliver it in the most appropriate and
effective way.
It is almost a back-to-basics approach,
evaluating where, why and how you are

An almost palpable sense of change can be felt across the
business community – a feeling that, if problems or challenges
arise, it is no good looking to governments or other authorities
to fix them: we need to address difficult situations ourselves and
work out our own solutions

from digital technology to relationships with
employees, customers and even suppliers.
Traditionally, the supplier/client relationship has been rather adversarial, typified by
debates or even battles over price, delivery
and payment terms. This confrontational
approach might have been expected to
intensify through a recession, but it seems as if
many businesses have become more collaborative instead. They have recognised that, if a
supplier is providing them with something
they genuinely need or want, both parties will
benefit from interacting more as partners than
master and servant. Building a long-term
relationship means the supplier is more likely
to deliver the most appropriate goods or
services, which in turn gives the client an
advantage with its own customers.
And customers are changing too. Access to
information has mushroomed since the advent
of the internet, so consumers are far more
aware of what companies are doing and how
they are doing it. This has placed increasing
emphasis on trust – successful businesses need
to deliver on their promises. They need to

successful and where you see your differentiation. Coming out of the recession, perhaps the
most important way forward is to focus on
what we do best and have the confidence to
develop it with our customers, whoever they
may be.
In order to do this most effectively, we need
the right environment and, crucially, the right
people. We need to educate our workforce and
we need to strive for a benign, cooperative
business climate. Companies have experienced
unparalleled adversity but they have pulled
through. Those which flourish in the future
will have used the recession to ask the most
important questions about what they do, how
they do it and how they can do better. They
may also have gained confidence about the
strength of the private sector for, when value is
added and wealth is created, there is a
fundamental benefit to civic society – across
the board.
We have been through tough times but
there is the opportunity to learn from them –
and to adapt to a, hopefully, brighter future I
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Mind the
trap
In days gone by, political parties
were steadfast organisations whose views remained
constant from one decade to the next. Now, opinions
shift from one month to the next. Professor Wyn Grant
analyses how businesses can keep up with events and
manage effectively in such a fast-changing
environment.

P

olitics has changed
dramatically over the
past 50 years. Voters
have become more fickle, the
issues that excite them have
altered and policies have
become liable to frequent,
seemingly arbitrary
amendments.
The effect on business is
pervasive. In an environment
characterised by frequent
change, companies have to
think fast, be nimble and keep
their noses to the ground.
The shift in the political
landscape stems at least in part
from the rise of single-issue
interest groups. Since about
1970, there has been a surge in
mass-membership, nongovernmental organisations, in
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areas such as the environment,
the Third World and human
rights. Today, for example, the
Royal Society for the Protection of Birds in Britain has
more members than all the
political parties combined.
Many of these organisations
are much more trusted than
businesses or governments, yet
they raise funds from
supporters who have limited
control over their policies.
This trend has important
consequences. Political parties
used to consider a range of
demands from society which
they assembled into an overall
package of issues. Some issues
were not included at all; others
were given a low priority but
there was a recognition that
choices had to be made.
Government’s regulatory and
enforcement capability was
seen as a scarce resource that
could be diluted by excessive
or inappropriate use.
Single-issue groups are
different. They request more
resources for the activities
they favour, with little
thought about the
consequences for government
budgeting as a whole.
The growing influence of
the European Union (EU) has
given groups of this kind a new
arena in which to operate,
particularly given the EU’s
policy of providing them with
funding. And the increased
importance of the European
Parliament in the legislative
process has provided a setting
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in which these groups can find
a sympathetic hearing, even if
member state governments are
unsympathetic to their causes.
The fragmentation of
political opinion is reinforced
by the multiplication of television channels, the existence
of a 24/7 news agenda and a
constant search for scandals,
leading to demands that
governments “do something”
about a particular problem.
Particular stories can
dominate the news very
quickly, encouraging reactive
policy initiatives, such as the
creation of new regulatory
bodies or the imposition of
new regulations. The EU, a
regulatory state with a limited
budget, is particularly prone
to responses of this kind.
The rapid spread of
information, which may be
misleading and damaging to a
company’s image, has been

accelerated by the popularity
of social networking sites such
as Facebook. Groups can be
formed to campaign on a
particular issue or denounce a
particular product. The rise of
Twitter only adds to the
pressure. Indeed, the requirement that Tweets should be
compressed means Twitter
lends itself to statements that
make an impact but can
constitute misinformation.

The challenges for
commerce
How can business manage in
such an environment? First,
they need to keep a close
watch on their industry and
the wider environment for
potential challenges. Trade
associations may do this,
but they are focused on
individual sectors as a whole
rather than the concerns of a
particular firm.

Since about 1970 we have seen the growth of
mass membership non-governmental
organisations in areas such as the environment,
the Third World and human rights. Today, the
Royal Society for the Protection of Birds in
Britain has more members than all the political
parties combined

It is particularly important
to monitor developments in
the EU, as EC (European
Commission) legislation can
have profound implications.
This is particularly true as lawmaking in Brussels has
become even more prolonged,
complex and unpredictable
following the strengthening
last year of the co-decision
process, where legislative
power is shared by the
European Parliament and the
European Council.
Business can influence
outcomes but it requires time,
resources and commitment.
The REACH legislation on
chemicals is typical. Designed
to make the industry safer, the
initial proposals, aired back in
2001, were heavily criticised
by the industry and a
concerted effort was made to
modify them. The regulations
came into force in 2007 and
included major concessions
from the EU. Apart from
anything else, the new rules
are being phased in over 11
years. In this case, Cefic, the
European chemicals industry
federation, played a key role.
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Often, however, individual
companies prefer to retain
their own consultants.
It is particularly important
to think about the political
implications of new product
launches. Genetically
modified (GM) crops were a
significant technological
breakthrough, offering the
potential of higher yields and
the use of fewer pesticides.
First launched in the late
1990s, they have been
extensively adopted in North
and South America, but are
still used in a very limited way
in Europe, thanks to regulatory barriers erected by the EU
(subsequently successfully
challenged through the World
Trade Organisation).
Monsanto, one of the main
developers of GM technology,
admitted it mishandled the
launch of GM in Europe. The
US-based company failed to
take sufficient account of the
different political environment here, so Greenpeace and
other organisations were able
to raise concerns among
voters about what they
claimed were the health and
environmental implications of
GM foods. Phrases such as
“Frankenstein foods” became
lodged in the minds of the
electorate, highlighting the
way sound bites can influence
a debate, even when they bear
little relation to reality.
However, the way in which
a debate is framed can change
over time. Controversy over
34

Political parties used to consider a range of demands
from their members but there was a recognition that
choices had to be made about priorities. Government’s
regulatory capability was seen as a scarce resource that
could be diluted by excessive or inappropriate use
the potential contribution of
biotechnology has been
renewed by concerns about
food security and food
scarcity. Against this
background, it has become
possible to portray GM in a
different light.
New media can be a useful
tool to put out positive
messages about companies
and products. Television
commercials such as the
Cadbury gorilla advert
attracted big audiences on
YouTube and large followings
on Facebook. However,
business needs to be wary of
potential “greenwash” or
“astroturf lobbying”, a
technique used in the US to
create artificial groups of
supporters.
Corporate social responsibility programmes help too,
allowing businesses to show
stakeholders they are
behaving in an ethical and
responsible way. Engagement
in charitable activities, particularly through the loan of staff
or resources rather than just
donations, can do much to
enhance a company’s image.
Genuine dialogue with
single-interest groups can also
be productive. Clearly some
groups, particularly in the

animal rights field, set out to
disrupt a company’s
operations, often through
illegal activities. This is a
matter of corporate security
rather than engagement. But
it is not the norm. The
pharmaceutical industry has
worked effectively with
patient groups, as they have a
common interest in ensuring
that beneficial new drugs are
made as widely available as
possible. Meanwhile, organisations such as Greenpeace
are interested in talking to
business about constructive
and practical solutions to
environmental problems.
A complex, rapidly
changing, unpredictable
environment populated by
fickle citizens is not easy to
manage. There is no one
formula, but business needs to
become more sophisticated
than ever in its scanning of the
horizon, and more proactive
and strategic in its responses I

Wyn Grant is professor of
politics at the University of
Warwick and co-editor of
The Oxford Handbook of
Business and Government. He is vice
president for Europe and Africa of the
International Political Science Association.

LAST
WORD

Middle-age spread
Toby Young, author of How to Lose Friends and Alienate People, is a
writer and broadcaster. He is also 46 which makes him officially “middle
aged”. Is that a good thing or a bad thing?
I remember quite clearly the first time it dawned on
me that I was getting old. One of my shoelaces had
come undone and I was about to tie it up when I
thought: “Hang on. If I wait until the other one comes
undone, I’ll only have to bend over once to tie up both
laces.” Once you begin strategising to try and
minimise the number of times you have to bend over,
you know your youth is behind you.
There are other sure signs that middle age is
setting in. Death begins to loom ever larger in your
consciousness. As Martin Amis says, once you pass 40,
you have no choice over what to think about when
you wake up in the middle of the night. I’ve recently
got into the habit of calculating how many years, days,
hours, minutes and seconds I have left to live – my
own personal doomsday clock.
One of the most depressing things about this is
that time appears to speed up as you get older, with
the second half of your life passing twice as quickly as
the first. Even if I optimistically assume that, at the age
of 46, only half my life is over, that still means it feels
like three-quarters of it is gone. From now on, I’m just
hurtling towards the grave in a Large Hadron Collider.
But it isn’t all bad news. Rather surprisingly, men
become more content as they emerge from the
trough of middle age. According to a recent survey
involving two million people in 72 countries, the
reason we become depressed during our middle years
is because that’s when it dawns on us that our lives
aren’t working out the way we had hoped. In our
thirties and forties, the painful truth seeps in and we
realise we can’t all be rock stars or captains of the
national football team.
Intriguingly, for most people, the distribution of
happiness over a lifetime is U-shaped. It bottoms out
during middle age, then starts to climb again until it
peaks just before the final curtain. As we get older, we
learn to count our blessings. We see friends and family
die; we see bad things happen and we’re just happy to
be alive.
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Look no further than your own ageing relatives.
My late grandfather, Raisley Moorsom, used to spend
every morning combing the obituary columns,
looking for a name he recognised. If he discovered a
contemporary who had predeceased him, he had a
spring in his step for the rest of the day.
Maturity is supposed to bring a modicum of
wisdom, but I’m not convinced. After my mother died
in 1994, my father went on to marry a woman less
than half his age – his godson’s ex-girlfriend, no less –
and at the grand old age of 80, he conceived another
child. His new daughter gave him a huge amount of
pleasure for the last five years of his life, but he did get
a bit fed up with people assuming that he was
her grandpa.
I currently have four children and, unlike my
father, I don’t intend to have any more. I often
fantasise about the day the last of them leaves home.
It’s having to pick up the debris they leave strewn
about the place that bothers me. As with the
shoelaces, I try and wait until I can scoop up more
than one sock at a time, but it’s still a crippling chore.
When I walk into the bathroom and see the Hurricane
Katrina-like distribution of dirty clothes, I think: “Is this
really what I’ve worked so hard all my life for? How did
it come to this?”
But middle age does have occasional bright spots.
In the past, whenever young people got in touch
seeking advice about their careers, I always felt
obliged to meet them for a drink: “So you’d like to get
into journalism?” I would ask, feeling my heart sink.
Not any more. One of the compensations of
spending so much time dealing with your own
children’s problems is that you no longer feel obliged
to help other people deal with theirs. If you’re a
beleaguered dad, suffering from permanent
backache, it’s okay to be a bit of a curmudgeon. It’s a
role I can see myself comfortably growing into.
Perhaps I already have I

