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sharply, with a particular focus on
companies’ social footprints. For
those who know how to act, this
represents a real opportunity

04

• Analysis
Out with the old
With preferences and lifestyles
changing faster than ever, businesses
face an uphill struggle to remain on
trend. But they can retain an edge,
provided they follow key rules

•

As city dwellers begin to question the
appeal of metropolitan life, radical
change could be afoot for urban
spaces – and smart businesses should
beneﬁt

• Viewpoint
University challenge

30

• Trade

Protect and survive
Global supply chains encourage
prosperity and drive down prices.
Now they are under threat from a
range of sources

14

• Business
All in good time
Once, we expected to wait for the
goods we most wanted. Today,
instant gratiﬁcation is the name of
the game. But speed does not always
equate to satisfaction

25

In focus

Living in the city

10

Lord Patten is Chancellor of the
University of Oxford, a senior
Bridgepoint adviser and a politician of
international renown. He considers
the issues facing higher education
and the impact they will have on
business

20

Management

•

36

Last word

Use your loaf
Baking and other homely pursuits
were once almost closet activities.
Now, sophisticated professionals
boast about sourdough starters and
growing from seed. Has it all gone
too far?
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Staying power
No one likes to feel irrelevant, yet that is what is happening to many businesses.
In a world where tastes and habits are changing faster than ever, companies,
products and services are under constant threat. That’s why this edition of The
Point explores how businesses can protect themselves from slow obsolescence by
following some strategic rules and avoiding inertia (‘Out with the old’, page 4).
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Also in this issue, we ask why instant
gratification does not always equate to
greater satisfaction (‘All in good time’,
page 14). Intriguingly, there can be
value in making customers wait. Some
brands have turned this to their
commercial advantage by not rushing
fulfilment, making anticipation a key
part of their product or service.
In ‘Living in the city’(page 25), we
examine how the coronavirus
pandemic could provide a stage for
new forms of urban organisation and
collective intelligence, including the
“15-minute city”, focused on smaller
neighbourhood ecosystems where
most daily tasks are within a 15-minute
reach on foot or by bike. It’s something
to think about in these times.
In most parts of the world,
companies had become used to the
idea that they could access foreign
markets, both for sourcing supplies
and exporting their products to. They
built global value chains geared
towards minimising cost and ensuring
just-in-time delivery. ‘Protect and
survive’ (page 30) considers whether
these supply chains are fit for purpose
in the new world order.
Lord Patten, a senior adviser to
Bridgepoint, shares his perspective

(‘University challenge’, page 10) on the
impact of online teaching at many of
our universities and wonders whether it
produces better graduates for
employers.
The Ins & Outs section of this edition
highlights recent investments and
realisations made by Bridgepoint
funds. These include the successful
sales of Rovensa and Miya in Spain
and Portugal respectively, as well as
two businesses from our lower-middlemarket fund, BDC – BigHand in the
UK and KGH in Sweden. BDC is also
acquiring a minority stake in
Sendinblue, a France-based digital
marketing platform. And there is news
about a Bridgepoint acquisition, too:
EQT Credit has merged with
Bridgepoint Credit, accelerating at a
stroke our ambitions for this part of the
business.
As always, we hope you find The
Point an interesting read and welcome
your feedback via
thepoint@bridgepoint.eu.
Enjoy this edition

•

William Jackson
is managing partner
of Bridgepoint
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| Bridgepoint news

Acquiring
new customs

€1bn rotation for crop
specialist Rovensa
Bridgepoint has completed the €1bn exit of Rovensa, a
leading provider of crop nutrition and protection products
Rovensa is a pioneering
specialist in crop
nutrition, biocontrol and
protection products.
Headquartered in
Portugal, the company
was founded
in 1926 and
has developed
a renowned portfolio of
solutions that help
farmers to improve yields
and enhance food
security.
The group focuses on
formulating sustainable
products that reduce the
environmental impact of
agriculture, combat its
contribution to climate
change and support the
cultivation of healthy
food. Its products are
sold in more than 70

countries and generate
an annual revenue of
approximately
€360 million.
Bridgepoint acquired
Rovensa, then known as
Sapec Agro, in
2017, since
when it has
expanded signiﬁcantly,
both organically and
through acquisition.
Bridgepoint partner
Héctor Pérez explains:
“Today, Rovensa leads
the ﬁeld globally in
biosolutions and its
products have become a
prominent component in
sustainable agriculture.
The business has made a
signiﬁcant leap forward,
both through continued
organic development,

fuelled by its product
innovation capabilities,
and through the
execution of six strategic
add-on acquisitions.”
Rovensa, led by chief
executive Eric van Innis,
works across three
divisions: Bionutrition
provides agricultural
crops with nutrients for
growth and healthy
development; Crop
Protection eliminates or
prevents biological
threats in crops; and
Biocontrol creates
products based on
biological inputs, such as
plant extracts and
microorganisms.
The company has been
sold to private equity
ﬁrm Partners Group

KGH Customs Services,
a leading provider of
trade and customs
management, has been
sold by Bridgepoint
Development Capital
(BDC).
Headquartered in
Gothenburg, Sweden,
and operating in 12
countries
across Europe,
KGH has been
acquired by
A.P. Moller - Maersk,
the internationally
renowned shipping and
logistics group.
With 775 dedicated
trade and customs
professionals, KGH
works with more than
25,000 customers every
year. Oﬀering a wide
range of customs
services, the company
helps to improve trade
performance, drive
operational eﬃciency
and enhance risk
management and
customs duty control.
BDC acquired KGH in

2013, since when it has
delivered strong
proﬁtable growth and
expanded its
geographic footprint
across Europe. The
group has also invested
heavily in its digital
arm, developing a
comprehensive and
industryleading
customs
software
platform.
BDC partner Johan
Dahlfors comments:
“Together with the
management team, we
have developed KGH
from a leading Nordic
player into a customs
service provider of
scale with a much
broader footprint in
Europe. The team’s
progress has been
outstanding, and we
believe that KGH is now
uniquely positioned to
continue to deliver on
its strategic growth
agenda.”

•

•

A step change for Bridgepoint Credit with EQT deal
Bridgepoint has acquired EQT
Credit, an international credit
business with assets under
management of more than
€5 billion.
EQT will be combined with
Bridgepoint’s existing credit
business, creating an enlarged
group with total assets under
management of approximately
€7 billion.
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Bridgepoint managing
partner William Jackson says:
“This transaction signiﬁcantly
accelerates the
growth of our
credit activities, in
line with our wish
to continue to oﬀer a diversiﬁed
range of investment products to
our investors. It strengthens
Bridgepoint Credit’s existing

local presence in London and
Paris, and adds new credit teams
in Germany, the Nordic region
and the US.”
Andrew
Konopelski,
managing partner
of Bridgepoint Credit, explains:
“We now have a dedicated team
of 50 professionals in seven
countries, investing in three

highly complementary
strategies that cover corporate
credit, from syndicated loans
through European direct lending
to opportunistic credit.
Combining the two businesses
marks a new chapter that will
mutually strengthen our
knowledge of companies,
industries and key trends in
today’s market.”

•

Miya heads towards new waters

Miya, the leading water operator and consultancy group,
has been sold by Bridgepoint
Miya is the largest private
operator of water
concessions in Portugal
and a global provider of
water eﬃciency solutions
for public and

private utilities.
Headquartered in
Madrid, the company has
a long record of signiﬁcantly improving water
distribution eﬃciency,

Change of hands
for IT business
Bridgepoint Development
Capital (BDC) has agreed
the sale of BigHand, a
highly regarded IT
business that specialises
in digital
dictation
workﬂow and
productivity
software to
the legal, healthcare and
professional services
markets.
Headquartered in
London, with oﬃces in
Chicago, Seattle, Sydney,
Eindhoven and Toronto,
BigHand supports more
than 3,500 organisations
worldwide. Customer
satisfaction levels are
high and the group
enjoys strong recurring
revenues.
BDC acquired
BigHand in 2012, since
when the business has
expanded both
organically and through
acquisition, completing
six add-on deals in
recent years.
The group’s portfolio
now includes a range of

legal workﬂow,
document production,
business insight and
pricing tools.
BDC partner Mark
Stroud says:
“Under our
ownership,
BigHand
expanded its
product portfolio and
diversiﬁed into adjacent
sectors. It is now well
placed to continue its
growth under new
ownership.”

•

while its consultancy
business combines
engineering expertise
and technological
excellence. These twin
capabilities mean that

Miya is ideally placed to
help utilities reduce
water lost through
leakage. It has designed
and implemented more
than 200 projects
worldwide, improving
legacy networks of
dozens of utilities
and reducing
commercial losses in
the Americas, Africa and
Asia by more than 50 per
cent on average.
With more than 700
employees, Miya also
provides more than
600,000 people in
Portugal with running
water, via six long-term
concessions and one
public-private
partnership.

Bridgepoint acquired
Miya in March 2019, since
when the company has
performed strongly and
proved particularly
resilient during the
Covid-19 pandemic.
Bridgepoint
partner Héctor
Pérez says: “Miya is
a unique business
with a superb
management team. We
are extremely pleased to
be a part of its journey
and to continue
supporting its growth
ambitions in this
new stage.”
The company is being
sold to private equity
ﬁrm Antin Infrastructure
Partners

•

Local authority staﬀ recruiter
poised for growth

Local government recruitment
specialist Matrix SCM has received new
growth investment from Bridgepoint
Development Capital (BDC).
Founded in 2008, Matrix uses stateof-the-art technology to help Britain’s
local authorities hire and manage
temporary staﬀ.
A leader in its ﬁeld, Matrix acts as a
neutral intermediary between local
governments and a nationwide pool of

vetted and approved recruitment
agencies. The model enhances
eﬃciency, providing cashstrapped local authorities with greater
visibility and control of recruitment
spending and access to a large number
of accredited candidates.
BDC director Matt Legg says: “The
Matrix team has demonstrated a track
record of strong annual revenue growth
and has a leading position in an
attractive, resilient market. In
partnership with BDC, it is now well
positioned to drive growth further, as
well as target new sectors within the
broader professional and specialist
consultancy procurement market.”

•

BDC backs fast-growing marketing ﬁrm
Bridgepoint Development
Capital is acquiring a
minority stake in
Sendinblue, a leading
digital marketing
platform focused on
small and mid-sized
businesses (SMBs).
Founded in Paris in
2012, the company has
expanded rapidly,
developing an
international presence

and experiencing annual
growth rates of more
than 60 per cent in recent
years. It oﬀers SMBs a
one-stop shop
for digital
marketing
services,
covering tools
such as email, SMS,
marketing automation,
sales management and
live chat.

“Sendinblue is
positioned in a growing
market as more and more
SMBs are going digital,
with their
numbers soaring
in the past few
months. We seek
investments that
meet a critical market
need and Sendinblue is
one such business,” says
Bridgepoint partner

Olivier Nemsguern.
Originally focused on
France, Germany,
Austria and Switzerland,
the company has
recently expanded into
North America, the
UK and other
international markets.
Overall, it supports more
than 180,000 active
users across 160
countries

•
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In a world where

tastes and habits are

changing faster than ever,

businesses, products and
services are under constant threat.
But companies can protect themselves

from slow obsolescence if they are

vigilant and follow some strategic rules.
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or all his successes as
the former chief
executive of Procter &
Gamble, one missed
opportunity always
stuck in Alan Lafley’s
mind. Back in the
noughties, a popular drug was
about to change from prescription
to over-the-counter (OTC). P&G
was on the verge of acquiring the
rights, in exchange for a
prescription drug it had been
developing, when, at
the eleventh hour,
Every few years an enterprise should
leading figures in the
put every single product it makes and
fast-moving
every single market where it operates
consumer goods
on trial
giant’s healthcare
business raised opposition.
“It was perfectly rational
behaviour on their part,” Lafley
later told the Harvard Business
Review. “The leaders of the P&G
healthcare business wanted to
keep the assets and business they
had – the head of R&D had put a
lot of time, money and personal
effort into developing the drug we
were about to swap.”

F

Human nature
He hesitated, the deal never
happened, and the OTC drug
ended up becoming one of the
most successful in US history.
P&G, meanwhile, exited the
prescription sector entirely a few
years later.
Inertia can be an existential
threat to every organisation, but
06

particularly the successful ones. If
something gets results, it’s human
nature – not to mention financially
prudent – to keep doing it. In time,
it even becomes part of a
company’s identity. But as Lafley
realised, a rigid attachment to the
status quo ultimately leads to
strategic myopia. That’s why many
once-great companies come to be
defined by yesterday’s innovations
and find themselves unfit to
compete in tomorrow’s markets.
Eliminating waste
Management thinker Peter Drucker
proposed a drastic solution to this
problem. Every few years, he wrote
in Innovation and Entrepreneurship: Principles and Practices,
an enterprise should put every
single product it makes and every
single market where it operates on
trial. Executives should ask one
leading question: “Would we now
go into this product, this market,
this distributive channel, this
technology, today?”
If the answer to that question
was no, then the company should
immediately look at retreating
from the product or activity, where
possible abandoning it altogether.
Only such ruthlessness would
allow it to break free of inertia and
truly embrace innovation as
though its very survival depended
on it. As Drucker put it:
“Every organism needs to
eliminate its waste products or else
it poisons itself.”

Analysis | Out with the old

Core weakness
Drucker was writing 35 years ago,
but his logic appears to be borne
out by company performance,
particularly during a downturn.
After the global financial crisis,
analysts at management
consultancy McKinsey & Co
looked at the total return to shareholders of 1,000 publicly traded
US firms with revenues of more
than $1 billion, between 2007 and
2011. They wanted to know why,
when the average return was zero,
the top quintile averaged returns of
20 per cent.
These firms were not simply in
recession-proof industries; indeed,
performance diverged mainly
during the recovery, not the
downturn.
McKinsey’s conclusion was
twofold: first, these resilient
companies cut costs much faster
and more effectively during the
recession; second, they had
“noticeably stronger divestitures”
and “acquired far more than
non-resilients did during the
recovery period”.
The last two are not unrelated.
Take the example of Eleco, which
used to be a UK maker of precast
concrete, metal roofing and other
components for the construction
industry.
When the financial crisis hit,
orders almost completely dried up.
Executive chairman John Ketteley
made the decision to divest Eleco’s
core businesses in their entirety in

•

order to focus on its smaller but
highly promising construction
software division.
Survival mode
These had accounted for the vast
majority of group revenues, so the
decision was radical. But it was a
matter of survival – there simply
wasn’t enough time and money to
keep doing everything. As Ketteley
explains: “The only businesses we
had with any assets were our
concrete construction components
and metal roofing arms, which
were making losses and
haemorrhaging cash, and our
software businesses, which were
making profits and generating
cash. So, it was not rocket science.
We had to survive.”
By 2014, the company had
completely exited its original trade
in favour of a software business,
which has since grown both
organically and through
acquisitions. Eleco’s share price
has risen 12-fold since its postcrisis low – a recovery that would
not have been possible had Ketteley
tried to hold on to the old core.

If something gets results, it’s
human nature – not to
mention financially prudent –
to keep doing it. But a rigid
attachment to the status quo
ultimately leads to strategic
myopia

Strategic vision
In many respects, a downturn can
act as a catalyst for making
strategic divestment decisions that
firms should be considering
anyway. The nascent World Wide
Web, for example, was still
decades away from being a
material threat to trade magazine
07
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When a new business model threatens to
disrupt an old one, for example, the answer
on paper may be for the incumbent to
abandon the old and invest in the new

and academic journal publisher
Reed Elsevier (now RELX) when,
in the mid-1990s, it started a
concerted programme of
abandoning its core print
operations in favour of digital
business analytics. RELX had
identified a strategic vision of the
future that put it on the right side of
history, in this case as a
technology and information
company, now worth more than
£33 billion.
The question that RELX and all
companies that successfully divest
ask themselves is whether
businesses fit their strategic vision
of how they can grow and compete
sustainably and coherently years
down the line. It’s not always a
straightforward question. In his
book Playing to Win, P&G’s Lafley
recalled how, on the surface, the
company’s fine fragrances division
was a natural choice to divest, as it
didn’t leverage the group’s
08

competitive strengths in R&D
and branding.
Competitive advantage
However, a closer investigation
revealed that fragrances were not
only essential for establishing
credibility for P&G’s core skincare
and haircare brands, they also
provided a way of maintaining
competitive advantage in the
household and personal care
sectors – put crudely, people like
these products to smell nice. “This
little fine-fragrance business was
important well beyond its existing
size; it was crucial to building core
capabilities and systems that could
differentiate and create
competitive advantage for brands
and products across the entire
corporation,” Lafley said.
Swift action
If on examination a business does
not fit the wider company’s

strategic vision, then divestment
becomes the rational course of
action, even – perhaps especially –
if the business to be sold is still
profitable.
Once the decision to divest has
been made, it’s imperative to act
swiftly. According to a report
earlier this year by management
consultancy Bain & Co, 60 per
cent of businesses find that
divestments end up taking longer
than other strategic decisions,
often with delays of months or even
years. These delays “not only stop
a company from fully focusing on
its strategic growth businesses, but
also weaken the non-strategic
businesses” that are up for sale,
largely because they are persistently starved of funds and lose
value over time.
While it’s wise not to hold on to
assets for too long in a gambler’s
hope that the market will improve,
it’s also important not to settle for a
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bad price out of sheer panic. “If
you start hanging ‘for sale’ signs
outside, you will only drive the
price down,” says Ketteley.
Bain advocates that businesses
appoint a dedicated divestment
team and build a convincing exit
story, both for potential buyers and
for employees, who may be
anxious about the sale. As such,
company managers need to be
very clear about the strategic
rationale for divestment,
explaining why the business will
be better off with a new owner, and
incentivising key staff to stay on for
a smooth transition.
Drucker’s doctrine of strategic
abandonment does not just refer to
entire businesses. It can – and
should – apply to portfolios of
products, too.
Multifaceted manufacturing
giant 3M relies on a stream of new
products to maintain its margins in
the face of competition from lowercost, generic competitors. If the
group kept inventing new products
but never discontinued old ones, it
would sprawl out of control.
Product vitality
In order to focus management
efforts on innovation, 3M has a
target that 33 per cent of revenues
must come from products released
in the past five years.
“You have to remember that all
companies are dying,” explained
former CEO George Buckley, who
introduced the metric, which he
called the new product vitality
index. “The core is attriting, losing
products because they’re at the
end of their life, being nibbled
away by competition, or being
cannibalised by your own
new products.
At 3M, this attrition rate was
3 per cent to 4 per cent a year…
which means you needed to

•

sustain new products with a
vitality index of 15 per cent just to
replace the core.”
Whether a company is
replacing specific products or
whole businesses, it’s important
not to take a cookie-cutter
approach. Some products will
have a much longer shelf life than
others, some companies will have
different attrition rates, and some
industries don’t afford the same
flexibility to divest.
Strategic partnerships
When a new business model
threatens to disrupt an old one, for
example, the answer on paper may
be for the incumbent to abandon
the old and invest in the new. But
researchers have found that in
industries with high levels of
competition and high asset values
sunk into the existing model or
technology, such as electricity
generation and distribution,
incumbents that try to pivot end up
with lower valuations than those
that plough on.
“Ironically, those… potentially
most threatened by the change
seem to be least rewarded for their
efforts to renew themselves,” wrote
John Eklund and Rahul Kapoor in
the journal Organization Science,
suggesting instead that for
incumbents in such industries,
strategic partnerships with
newcomers may be the
smarter bet.
Even if the answer is rarely
straightforward, Drucker’s
question remains as pressing
today as it did in the 1980s.
Effective strategy requires tough
choices, and if companies do not
want to fall victim to inertia,
imprisoned by decisions
made years or decades ago, these
are the choices that need to
be made

60 per cent of
businesses find
that divestments
end up taking
longer than
other strategic
decisions, often
with delays of
months or even
years

•
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University
challenge
This year, universities the world over have swapped face-to-face teaching for online lectures,
tutorials and seminars. The move has prompted widespread debate in academic circles and in
industry. But Lord Patten, Chancellor of the University of Oxford, long-standing politician
and a senior adviser to Bridgepoint, argues that economics present the real test for further
education, not technology.

t a couple of
webinars and a
recent board
meeting, I was asked
something that
puzzled me. It seems
to be at the fringe of what should
concern employers in the future,
when, with progress, Covid-19
retreats malevolently into history.
This does not mean that I think
life will return to what we assume
is normal, at least as we defined it
in 2019. An Australian friend of
mine recently mentioned a shark
attack on his favourite beach. For
two weeks afterwards, no one
swam or surfed there. Then a few
brave swimmers plunged in; then
more and more. Before long, the
beach was as crowded as before
the shark had come calling.

A
High-quality education in
universities and vocational
colleges will be absolutely
vital in the future to
corporate and therefore
national success

Change on the cards
His analogy is clear. He reckons
that soon after a vaccine arrives
and Covid-19 infection rates
plummet, we will simply go back
to how things were before.
I just don’t believe it. One area

where there is bound to be change
is in higher education, and
therefore in the candidates for the
future jobs market. Recruiting the
most talented graduates, for what
will probably be a more limited
line of employment opportunities,
will require even more careful and
informed selection processes.
Established tool
That leads to the questions that I
have been asked of late, but which
I do not believe should long detain
us. Has Covid-19 accelerated the
adoption of online teaching by
universities and will it produce
better graduates for employers?
The answer to the first question is,
of course, affirmative, though
online teaching as a pedagogic
tool is not new, especially in the
US. I notice hundreds of
completely free courses are
advertised online. But plainly, the
use of online tuition by British
universities has increased, as
higher education opens up without
– we hope – turning into a
recurrent super-spreader.
11
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Recruiting the most talented graduates, for what
will probably be a more limited line of employment
opportunities, will require even more careful and
informed selection processes

Agile response
The quality and value of online
teaching is not uniform, nor could
it be. The experience of the
university I know best shows
surprisingly high levels of satisfaction on the part of students with
work online, and considerable
agility on the part of teaching staff
new to using these tools. Overall,
the satisfaction and value differ
sharply, dependent on what is
being done. Small tutorials – oneto-one, or one-to-two, for example
– work fairly well. So do formal
lectures. Three or four lectures can
be packaged for a week, with
students allowed to refer back to
them when they want, and a
question-and-answer session can
be held at the end.
What seems to work less well
12

are seminars with, say, seven
or eight people. Managing
interactions in these situations is
very difficult.
Taking everything into account,
online teaching can be very useful
as an additional learning tool. But
it is certainly not transformative,
except that I suppose it raises the
technical literacy levels of both
teachers and students.
Yet I cannot imagine that online
tuition will have a very big impact
on the graduate jobs market, not
least because its quality will
continue to depend so much on
those who teach and those
who learn.
Foreign income stream
That does not mean I believe
Covid-19 will leave universities

unscathed. But I think the
macroeconomic consequences of
the pandemic will have a far
greater impact on the quality of our
universities than any move to
online teaching.
British universities have come to
depend hugely on the income
stream generated by foreign
students. Inadequate levels of
government funding, coinciding
with a large increase in the
number of students, have made
this source of income massively
important. Even leaving aside
problems with the recruitment of
Chinese students at a time of
growing tension across the board
with Beijing, there are wider issues
when students come from foreign
cities and are inevitably nervous
about flying abroad to study
during a pandemic.
Cultural experience
This anxiety is clearly intensified if
the university to which they are
going, and to which they must pay
hefty fees, is teaching online and
reducing their social interaction
with other students.

Online teaching can be
very useful as an
additional learning tool,
but it is certainly not
transformative

University challenge | Lord Patten
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Has Covid-19 accelerated the
adoption of online teaching by
universities and will it produce better
graduates for employers?

Counting the cost: UK universities and Covid-19

£790m
lost

Around £790 million of
income was lost by
universities in 2019-20 from
accommodation, catering
and conference costs

£3bn-£19bn
long-run
losses

Earlier this year, the
Institute for Fiscal Studies*
estimated that total longrun losses for the higher
education sector could
total anywhere between
£3 billion and £19 billion

£622m
extra costs

Income
uncertainty

Universities are estimated to
have spent in the region of an
additional £622 million as a
direct consequence of Covid-19,
including on making campuses
Covid-secure, enhancing online
and blended learning
capabilities, and increasing
available support for students
There is ongoing
uncertainty over income in
2020-21 – international
students are still largely yet
to arrive

*Source: Institute for Fiscal Studies (www.ifs.org.uk/publications/14924)

Part of the reason for coming
from abroad to British universities
is admittedly that so many of them
have such a good reputation. They
also, of course, offer a broader
cultural and social experience than
staying and studying at home. But
how strong are these advantages
at present?
A very good Financial Times
journalist – brought up in the
Netherlands, educated at Oxford
and Harvard and now living in
Paris – wrote a column recently
arguing that he thought his own
teenage children should forget
about university in Britain or the
US and instead go to a good
cheaper university in Canada or an
agreeable European city.

Little sympathy
British universities will struggle in
a more difficult market. Moreover,
they will not find much sympathy
among the political classes, and
will probably have to contend
with efforts both necessary and
highly complex to reorganise the
whole higher and further
education sectors, with the
intention to provide – as in
California – a pretty seamless
transition between communitylevel vocational training,
first-degree universities and more
research-focused institutions.
Vital importance
This will be the real background to
the challenges faced by employers

in the future, in a market when
those seeking work will
greatly exceed the number of
jobs available.
Compared with these major
factors, I am not sure that online
teaching will add many
problems or result in many
more opportunities.
High-quality education in
universities and vocational
colleges will be absolutely vital in
the future to corporate and
therefore national success.
Whatever the sort of ‘new normal’
will be after the pandemic, higher
and further education will be very
significant factors in our economic
progress, not least when we
depend so heavily on services
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In today’s world, most businesses strive to
satisfy their customers’ desires as quickly
as possible. But instant gratiﬁcation does not
always equate to greater satisfaction.
Sometimes, customers are more fulﬁlled
if they have to wait a little longer.
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s the coronavirus
brought Europe
to a shuddering
halt in March
2020, postal
services across
the continent
announced the
suspension of airmail deliveries
to a host of countries, including
the US.
The delivery time to send items
stateside suddenly went from a
couple of days to as long as 14
weeks, as packages had to be
switched onto slow-moving boat
services. Panicked companies
rushed to get their products onto
the last flights out, in the brief
window before the restrictions
came into force.
At Stack, one of Europe’s biggest
sellers of independent magazines,
the staff found themselves in a
strange position.
“With so many people around
the world stuck at home trying to
find things to occupy their time,
enquiries went through the roof,”
says Victoria Kear, who manages
logistics at the company. “We had
to tell people that we’d be happy to
sell them any number of wonderful
publications – but that they had to
be prepared for the fact that their
orders might not arrive for months.”

A

Unseemly scuﬄes
Being forced to delay their
gratification in this way was a
common and somewhat unsettling
experience for consumers in the
midst of lockdown.
People who were used to
popping into a shop to get
anything at a moment’s notice now
found themselves limited to
shopping once a week. When
they did make it out, they
would trail forlornly around
near-empty shelves and
engage in unseemly
scuffles over packets
of yeast.
Heading online to try to
make purchases, they
found delivery slots booked
out for weeks ahead or
reserved for key workers. The
whole architecture of modern
commerce and its immediate
satisfaction of our desires – the
factories, the warehouses, the
couriers – was exposed as
perilously fragile.
Slower tempo
While the instant hit of retail
therapy was largely absent in those
early weeks of the pandemic,
consumers could still take solace
in the immediate gratification
of the digital world.

People who can delay gratification
are also better at coming up with
creative solutions, because the very
first idea that comes to our minds is
often not the most creative
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And they did. According to
analysis by GamesIndustry.biz, in
the first week of lockdown, digital
downloads of games leapt by 143
per cent in Spain, 175 per cent in
Italy and 180 per cent in France.
European subscriptions to Spotify,
Netflix and Amazon Prime all
rocketed. But while some people
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smoothed their entry to the new
normal with on-demand access to
films, music and games, others
were happy to accommodate
themselves to a slower tempo of
consumption.
“We were surprised by some
people’s reactions,”
says Kear. “They liked the added
anticipation of having to wait for
their deliveries, it had a novelty to
it. And they said that when they
did receive their magazines,
they enjoyed them that much
more because they had been forced
to wait.”

drives us to seek
pleasure and
instant gain, and
rewards us with
hits of dopamine

The joys of the tantric brand
Taking such a perverse delight in
anticipation comes as no surprise
to Kiron Mair, a senior strategist at
digital marketing and advertising
agency Cheil UK. Mair recently
completed a much-discussed
paper about the importance of
what he calls “tantric brands” –
those that prioritise slower, less
transactional interactions in their
branding, marketing and product
experiences.
“I believe instant gratification is
killing brands,” he wrote. “This is
an era of immediate, throwaway
consumerism. We’re bombarded
with notifications, snackable video,
fast fashion and food, and as much

content on-demand, whenever
we want it, i.e. now.”
Mair’s analysis of the effect
of our instant gratification
culture is rooted in neuroscience,
particularly the interplay between
the brain’s limbic system and its
prefrontal cortex. The limbic
system drives us to seek pleasure
and instant gain, and rewards us
with hits of dopamine. The
prefrontal cortex, meanwhile, is
governed by serotonin and lets us
restrain our immediate desires and
make longer-term decisions.

The limbic
system

While some people smoothed their entry to
the new normal with on-demand access to
films, music and games, others were happy
to accommodate themselves to a slower
tempo of consumption

•
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The prefrontal
cortex
is governed by serotonin
and allows us to restrain
our immediate desires
and make longer-term
decisions

Consumer loyalty
“Dopamine is all about the chase,
but what it drives is seeking – so
you’re not necessarily feeling
happy, you’re just ultimately
seeking more stuff,” Mair explains.
“With anything that is designed to
give instant reward, the ultimate
net effect is that you are less
satisfied and you value it less than
if you had something that took
longer and you had more time to
consider, weigh up and to make
value judgements.”
Mair cites research suggesting
that the more brands cater for
immediacy, the more consumers’
loyalty is contingent on it and notes
that the word “fulfilment” – the
human sensation of having
achieved something long desired
or promised – has been co-opted
by logistics companies. “Amazon
has ultimately made people’s
expectations of brands much
17
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higher and they’re now demanding
more and more – next day delivery,
same day delivery,” he says. “That
means that consumers are
ultimately valuing those items less,
they’re giving greater value to the
speed of the delivery method.”

When we talk about delayed
gratification in products,
we’re tapping into one of the
human vulnerabilities –
scarcity. When we think
something is scarce, we are
more likely to be attracted
to it
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Bagging the bag
So is there an opportunity for
brands that don’t rush fulfilment,
instead turning anticipation into a
key part of their product or service?
“I think there absolutely is,” says
Mair. “For example, I’ve been
looking into the
psychology of pre-orders,
where you prime the
brain to value a product
more highly when you
eventually receive it. In
the industries and
categories where
pre-orders are
commonplace – like
gaming, for example
– they are often
associated with other rewards
that you get, so you’re adding value
to the purchase, too.
“But the impact on the brain is
that you’re engaging the
customer’s prefrontal cortex,
allowing them the time to build
various associations in their head.
There is a lot of value in making
people wait.”
Some brands have long
capitalised on doing just this.
Perhaps the classic example is the
Birkin bag, created by Hermès in
1984 for British actress Jane Birkin.
The bags sell for thousands of
pounds, but you can’t just walk into
a store and buy one – unless you’re
an A-lister, you need to cultivate a

relationship with a sales associate
or put your name on a list with a
reseller for years in order to get your
hands on one. The suspense is all
part of the experience.
Conscious consumption
“When we talk about delayed gratification in products, we’re tapping
into one of the human vulnerabilities – scarcity,” says Dr Anastasia
Dedyukhina. “When we think
something is scarce, we are more
likely to be attracted to it – whether
that’s bags, watches or whatever it
might be.” ”Dedyukhina runs
Consciously Digital, a consultancy
that trains people to balance their
use of technology and mediate
their desire for instant gratification
in an always-on world.
Starting from the premise that
“technology is constantly
increasing the speed of our lives
and perceived urgency”, she
believes that “we need to relearn to
lead our lives at a human speed,
not a computer speed, so we have
time to think and feel”.
In a TEDx talk on the subject,
Dedyukhina told the audience how
she swapped her smartphone for a
dumb one – and how the decrease
in distractions enriched her life.
She speaks with conviction
about the impacts of digitally
driven instant gratification culture
on people. “We have emotions like
fear that are our instant reaction to
certain outside stimuli,” she says.
“And then we have higher
emotions, like empathy and love –
the emotions that really make us
human. The brain needs time to
process these. When we’re
constantly rushed or constantly
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expecting instant gratification,
we’re not actually allowing ourselves
time to process higher emotions.”
Dedyukhina also believes instant
gratification diminishes our ability
to think critically, to learn – and to
be creative. “Learning is difficult, it
is about suppressing some of the
immediate easy rewards,” she says.
“People who can delay
gratification are also better at
coming up with creative solutions
because the very first idea that
comes to our minds is often not the
most creative.”

Community factor
When it comes to commerce, she
believes that exclusive products
that play the scarcity card can tap
into a desire for delayed gratification.
“There is a market for something
like a custom Ferrari or Maserati,
where you order and then you wait
for several years,” she says. “But it’s
not a mass market, it’s likely to be a
product with a premium price and
it has to be done well.”
However, there’s another way to
co-opt consumers’ anticipation:

With anything that is designed to give
instant reward, the ultimate net effect
is that you are less satisfied and you
value it less than if you had something
that took longer and you had more
time to consider, weigh up and to make
value judgements

•

through creating a sense of
community.
“I crowdfunded for my own
book, Homo Distractus, and that is
a form of delayed gratification,”
says Dedyukhina. “The book was
not fully written, but readers still
purchased it and it was sent to
them six months later.
There was that community
element, of us creating
something together – and for these
types of delayed products, there is
a big market.”
Mair agrees with the importance
of community, citing US athletics
clothing company Tracksmith as a
prime example of a tantric brand.
“They invest in the experience
and the camaraderie and the value
of running,” he says. “When you
engage with that brand, it’s about
finding the perfect fit of running
apparel for you along with deeper
values and the experience of
interacting with the brand.”
It may be that the involuntary
delayed gratification imposed on
consumers by the coronavirus
pandemic awakens some of them
to the joys of taking things more
slowly and opens up new
opportunities for companies
catering to them.
But battling the joys of
immediacy will not be easy. This
was underlined in August with the
announcement that Amazon was
ramping up the resources and
capabilities of its Prime Air project.
Its aim? To make deliveries by
drone within 30 minutes of orders
being placed. Time, it seems, waits
for no one
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Environmental, social and governance (ESG) issues have been moving
steadily up the stakeholder agenda for years. Now, the trend has
gained new impetus and a slight change of emphasis. For businesses
at the forefront of ESG thinking, this represents an opportunity to
engage more fully with customers, employees and investors.

he rise of the millennial
has changed the way the
world sees business. As
baby boomers relinquish
financial decision
making to a younger,
more socially and
environmentally conscious
generation, “impact” has become
a buzzword, and companies that
fail to consider their effect on the
planet and people can quickly find
themselves on the wrong side of
popular opinion.
According to the New Yorkbased Global Impact Investing
Network, the amount of money
flowing into “impact investments”
has rocketed – more than doubling
in the past three years – as
individual and institutional
investors seek out projects that
provide environmental and
social outcomes alongside
financial returns.
Mainstream investing
Environmental, social and
governance (ESG) investing is a
subset of this trend, homing in on
companies’ broader sustainability
performances, regardless of what
outcomes or products they promise

As coronavirus has upended lives
worldwide, the conversation has shifted
away from green topics, and social issues
have catapulted up the agenda

to deliver. Having been the
preserve of specialist investors for
years, ESG investing has moved
definitively into the mainstream.
In the second quarter of 2020,
for example, inflows into European
funds that allocate capital to
“sustainable” companies
accounted for almost a third of
overall fund flows in the region,
attracting €54.6 billion, according
to financial data group Morningstar.
Tangible ﬁnancial risks
UK-based ShareAction works with
investors and companies on
sustainability issues. The NGO’s
head of corporate engagement,
Simon Rawson, says that climate
change is widely considered the
most important ESG issue. High
on the public agenda, climate
change poses tangible financial
risks – from changing consumer
demand around food consumption
and transport to drought-induced
water shortages at factories and
properties compromised by rising
sea levels.
As regulators and investors seek
to address these challenges, there
are two common demands: that
companies disclose their carbon
emissions and how they intend to
manage the risks posed to current
business models. The Task Force
on Climate-related Financial
Disclosures (TCFD), set up by
former Bank of England governor
21
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Mark Carney in 2015, is the main
framework through which
companies report this kind of
information. More than 1,000 firms
worldwide are now official
“supporters” of the TCFD, and it is
expected to become a legal
requirement in some European
and North American jurisdictions.
Widening lens
Alongside TCFD disclosure,
companies are being asked to
show strong leadership on climate
change by appointing experts to
their boards, setting emissions
targets and factoring climate goals
into pay packages. And as climate
change reporting becomes more
prevalent, the environmental lens
is widening to take in other areas.
The UK government announced
this summer that it was working
with companies, investors and
international bodies to create a
Task Force on Nature-related
Financial Disclosures, paralleling
the TCFD, to help keep tabs on
how companies are protecting or
damaging biodiversity.
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Wake-up call
In recent months, however, there
has been a change of emphasis on
ESG issues. As coronavirus has
upended lives worldwide, the
conversation has shifted away from
green topics, and social issues
have catapulted up the agenda.
“The pandemic has been a
wake-up call about our vulnerability and interdependence,
exposing risks to our health,
society and economy,” observes
Rawson. “There has never been
more scrutiny of the way
companies treat their workforces,
for example. Investors are rightly
asking questions about how firms
are protecting lives and
livelihoods.”

Robust businesses
Some businesses have been better
than others at sensing the zeitgeist
and responding accordingly. The
UK’s biggest pub landlord, Ei
Group, was praised by politicians
and media when it agreed to waive
hundreds of thousands of pounds
in rent for tenants who were unable
to trade during the lockdown. In
Finland, food delivery start-up
Wolt provided additional financial
support for drivers that were
diagnosed with Covid-19 or had to
quarantine, in a bid to minimise
the spread of infection. In China,
private education provider New
Oriental responded to the crisis by
creating online training
programmes for workers, which for

Companies that put staff and
customers first as part of a long-term
strategy will be the most resilient
when faced with challenges
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the first time allowed the CEO
and other senior staff to share their
experiences of the company
with workers.
Such moves do not just play well
with the general public – they can
also build more robust businesses,
as Jean Rogers, chief resilience
officer at US-based sustainability
specialist LTSE, explains.
“Companies with this kind of
‘stakeholder focus’ – the ones that
put staff and customers first as part
of a long-term strategy – will be the
most resilient when faced with
challenges,” she says.
Corporate value destroyed
Some firms have found themselves
on the wrong side of the ‘S’ in ESG.
Fast-fashion titan boohoo was
holding up well against peers at
the start of the pandemic – in part
because it sources clothing in the
UK, so it can be more responsive to
sudden changes in consumer
demand. This focus on local, UK
employment also made boohoo
eligible for investment by a
number of ESG funds. But an

•

Climate change poses tangible financial risks –
from changing consumer demand around food
consumption and transport to drought-induced
water shortages at factories and properties
compromised by rising sea levels

investigation by The Sunday
Times in July alleged that UK
factories producing garments for
one of boohoo’s brands, Nasty Gal,
were paying workers below the
minimum wage and were not
observing Covid-related safety
measures.
Boohoo swiftly issued a
statement “condemning the
conditions of the workers in the
Leicester-based factory” and
stating that early investigations
showed it was “not a declared
supplier”. “We will urgently review
our relationship with any suppliers
who have sub-contracted work to
the manufacturer in question,” it
promised. Despite this speedy
response, investors were
unforgiving. Boohoo’s share price
almost halved in the weeks
following the accusations and ESG

funds abruptly exited the stock.
Elsewhere, the world’s largest
rubber glove maker, Malaysia’s
Top Glove Corp Bhd, had to repay
millions of dollars to foreign
workers after US Customs and
Border Protection banned their
goods, citing concerns over forced
labour at the company – despite
unprecedented demand for
protective equipment.
“The recent high-profile ESG
scandals, including boohoo, Top
Glove and others, indicate the
speed with which corporate value
can be destroyed through this
potent combination of poor
governance catalysed by
social media,” says Rogers. “These
negative events have serious implications for firms, putting their
reputations at risk, undermining
the trust of stakeholders and
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Recent high-profile ESG scandals indicate the speed with
which corporate value can be destroyed through a potent
combination of poor governance catalysed by social media

damaging their sustainability
ratings, which affect their
eligibility for ESG funds.”
Action plan
Businesses can put measures in
place, however, to integrate ESG
into their strategy and minimise
the risk of damaging scandals.
“Companies need first to think
about what their risks and opportunities are, and which
environmental and social factors
are most material to their
business,” says Peter Dunbar, a
senior specialist at the United
Nations-sponsored international
investor network, Principles for
Responsible Investment.
“Once they have determined
what issues are financially
material, then the company,
hopefully with the help and
guidance of investors, can start to
put together an ESG action plan on
how to address those issues,”
he adds.
24

Seismic shift
ShareAction’s Rawson says
ESG risks are still developing,
and new topics will come into
the spotlight over time.
The links between Covidrelated fatalities and obesity have,
for example, nudged issues around
nutrition up the priority list for
governments, campaign groups
and the media. Rawson predicts
that this will lead to health
becoming “a material ESG issue in
its own right” as laws are
introduced to tackle unhealthy
food and drink, so creating new
legal and reputational risks for
manufacturers and retailers in the
sector. It may take time, however,
for companies to grapple with new
social demands.
“Delivering on the increased
expectations about the ‘S of ESG’
is going to be difficult. The
investment system is still just
starting to respond to climate risks,
with appropriate policy,
frameworks, disclosure and goals.
Comparatively, we haven’t even
started the journey for social
issues,” says Rawson.
For businesses that want to
move quickly, the movement
around climate change may
provide a useful starting point.
“We will need to draw on that
experience to catalyse a similarly
seismic shift when it comes to
social issues,” says Rawson.
Prescriptive rules
As a starting point, regulators in
Europe have pledged to tackle
opacity around social issues,
bringing them more in line with
climate change. The EU is

overhauling current legislation,
known as the Non-Financial
Reporting Directive, which
requires large listed companies to
report on issues including
employees, human rights,
corruption and diversity.
As well as being more
prescriptive about how these
issues should be reported,
policymakers are expected to
widen the rules to cover unlisted
companies, too.
Positive change
Keeping up with developments
around transparency can curry
favour with employees and
customers, as well as investors.
And Dunbar suggests that robust
policies and systems promote
positive change as well.
“Companies can show leadership
on ESG in other ways too, such as
the presence of an environmental
and social management system,
along with various policies around
health and safety, whistleblowing
and more,” he says.
There is little doubt that ESG
issues can no longer be considered
as nice-to-have. Already widely
discussed before the coronavirus
pandemic, they have moved even
more into the spotlight over
recent months.
Today, the way businesses
approach the ESG agenda can
materially affect the way they are
viewed and valued by key
stakeholders. A challenge for
laggards, this can also help those
in the vanguard to distinguish
themselves from peers, benefiting
people, the planet and the
bottom line
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Urban populations
have been rising for
decades, but the
Covid-19 pandemic
has called into
question the very
future of city life.
Clever thinking could
turn this into a
once-in-a-lifetime
opportunity,
benefiting businesses
and individuals alike.
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ack in 1777, Dr Samuel
Johnson famously told
his friend James
Boswell: “When a
man is tired of
London, he is tired of
life, for there is in London all that
life can afford.” Johnson’s words
are routinely used to this day, an
enduring endorsement of
urban living.
The quote has staying power
because most of us know what
Johnson was talking about: at
least, those of us who have
compromised on space, savings,
and nervous system function to call
a major metropolis home.
Yes, cities can be dirty,
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crowded, expensive and noisy. But
they also provide connection,
culture and community. And,
while the population balance
between rural and urban areas has
fluctuated greatly between
Johnson’s time and now, cities
have never lost their lustre. Urban
populations have grown steadily
over the past two decades and in
2018, the United Nations forecast
that 68 per cent of the world’s
population would live in big cities
by 2050.
Premature eulogies
And then came Covid-19.
Suddenly, the restaurants,
museums, high-paying corporate
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jobs and communal gatherings
that were urban life’s greatest draw
became its greatest risk factors.
Today, the value of the city itself is
in question.
Recent and arguably premature
eulogies for these great cities
usually focus on two culprits:
population density and WiFi. With
the internet providing access to
work, why endure the pressure of
city life and the possibility of
catching a deadly virus?
Eroded landscape
Taking this to its logical
conclusion, workers who can work
remotely, would reassess the
premia they’ve been paying to live

Suddenly, the
restaurants,
museums, highpaying corporate
jobs and communal
gatherings that
were urban life’s
greatest draw
became its greatest
risk factors

in town and depart permanently
for the suburbs or beyond – “the
exurbs”, country towns or even
remote rural hideaways.
Cities would find themselves
drained of creative energy and
stratified between the very rich –
keeping a pied-a-terre to
complement their real home in the
country – and the very poor, who
have no choice but to stay. The
departure of a middle-income
population would further erode the
urban landscape of mid-price
restaurants, bars and cafés,
effectively killing the amenities
that would draw people back in the
first place.
Sign of recovery
Images of boarded-up cities under
lockdown provide fuel for this
post-urban vision. However, early
indications suggest that for most
cities around the world, the
nightmare is more likely to be a
blip than a permanent shift.
The first sign of recovery will
probably be seen in urban housing
markets, at least in the UK. In
London, for example, sales of
luxury housing dropped by more
than 50 per cent in the first few
months of the pandemic, but there
are hopes that recovery will come,
with eased lockdown measures
and incentives, including a stamp
duty holiday to attract buyers.
And even now, London housing
prices are still higher than they
were last year.
In a report for banking group
Coutts, chief investment officer
Alan Higgins was optimistic: “The
key positive factors include
relatively attractive levels of
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Cities are not inherently
unhealthy. Research
shows that urban
dwellers tend to have
lower obesity levels and
report higher levels of
satisfaction with their
social lives

sterling for global investors, which
make London property look cheap
in dollar or euro terms, and the
ultra-low interest rate structure
worldwide,” he said.
In the US, the picture is less
certain. New York in particular,
was hit hard by the virus, but
suffered from additional turmoil
during the first half of 2020,
including civil unrest, crumbling
infrastructure and a healthcare
system that struggled to absorb the
weight of a global health crisis.
Low interest rates have put a
floor beneath housing prices in
New York and comparable US
cities, but forecasters are worried
about the long term.
They warn that without
prolonged Federal intervention
and initiatives such as a sales tax
holiday for residents and a
commercial rent reprieve for
businesses, recovery could take
longer than in other countries.
27

•

In focus | Living in the city

Proponents argue that
businesses can thrive in
these micro-cities too,
especially small, consumerfacing retail businesses
that stand to lose the most
from the pandemic

28

Retail property correction
There is one sector where
recovery is expected to be elusive
in virtually every part of the
world: retail.
Professor Andrew Baum, who
heads the Future of Real Estate
Initiative at Oxford University’s
Saïd Business School, predicts a
20 per cent to 30 per cent
reduction in the capital value of
many retail properties in highly
populated urban areas. Painful as
this sounds, the projected slump is
probably an acceleration of a trend
that has long been foreseen in
certain cities, where there are
simply too many shops per citizen.
A correction may therefore have
been inevitable. Some futurists
even see it as a necessary jolt that
could spark a revolution in urban
planning and help to create cities
that serve everyone a little better in
years to come.
In a dispatch for the
London School of
Economics, global
development consultant
Louise Ribet
explained: “In this
phase of radical
transition, there is certainly
room for new urban futures to be
imagined… while Covid-19
exposes how vulnerable our urban
infrastructure is, it is also
providing a stage for new forms of
urban organisation and collective
intelligence never before seen on
this scale.”
The 15-minute city
These new forms of urban
organisation could involve
rezoning blighted commercial

tracts to create an attractive and
sustainable mix of commerce,
residential properties, outdoor
space and social services.
A concept along these lines has
already been developed by
Professor Carlos Moreno at
Sorbonne University in Paris.
Called the “15-minute city”, the
model suggests that urban
planners focus on developing
smaller neighbourhood
ecosystems, in which most daily
tasks are within a 15-minute reach
on foot or by bike.
This not only minimises the risk
of Covid-19 exposure – by limiting
broader travel and unnecessary
use of public transport, it also
creates a greener environment,
and promotes better health
outcomes by making medical
services more local and accessible.
According to proponents, the
15-minute city represents a more
humane, pleasant urban
experience, built around a true
sense of true community.
Curating the future
Proponents argue that businesses
can thrive in these micro-cities too,
especially small, consumer-facing
retail businesses that stand to lose
the most from the pandemic –
personal service providers, such as
barbers, tailors and florists, as well
as restaurants and corner shops
that provide day-to-day supplies.
Montreal mayor Valérie Plante
is a fan, suggesting that 15-minute
cities could help citizens
“forget Amazon”, keeping
millions of dollars within hyperproximate zones.
But, according to Moreno, this
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The ‘15-minute city’ model suggests that
urban planners focus on developing smaller
neighbourhood ecosystems, in which most
daily tasks are within a 15-minute reach on
foot or by bike
return to the village concept is not
just a throwback. It’s about
curating a future where residential
life and commerce complement
each other through “better urban
organisation”.
The shift could not only
revitalise small businesses, but
also incentivise larger companies
to offer long-term telecommuting
options as a perk for workers,
potentially cutting overheads
while also presenting new
opportunities to reimagine
urban property development. In
such a scenario, commercial
buildings would become
multifunctional spaces, where
retail, social services and
residential units coexist.
Growing appeal
There are “smart” implications for
the-15-minute city, too.
Technology experts suggest that

public transport agencies could
partner technology companies to
gather commuter data from
phones and cars. Residents
would then receive data-based,
real-time updates on traffic flows
and be directed to the greenest,
most convenient options for
getting around.
The micro-city concept had
begun to gain traction even before
the coronavirus pandemic, but it
has gained even wider approval in
recent months.
During the summer, a group of
40 cities, including Los Angeles,
Hong Kong, Lisbon, Melbourne
and Delhi, pledged to investigate
the 15-minute-city concept for
themselves, committing to use the
Covid-19 crisis as a way to explore
a greener future, where
redesigned urban centres can
become the best engines for a
global economic recovery.
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Quality of life
After all, cities are not inherently
unhealthy. Research shows that
urban dwellers tend to have lower
obesity levels and report higher
levels of satisfaction with their
social lives. Cities only become
unhealthy when they are out of
balance. Perhaps Covid-19 will
prompt a recognition that
reorganising cities around quality
of life can ultimately make the
most economic sense as well.
Samuel Johnson may have even
foreseen this back in the 18th
century. When speaking of his
beloved London, he noted: “You
must not be satisfied with seeing
its great streets and squares, but
must survey the innumerable little
lanes and courts. It is not in the
showy evolutions of buildings, but
in the multiplicity of human
habitations which are crowded
together, that the wonderful
immensity of London consists.”
In short, a city made of people
committed to rethinking
community and city structure
can thrive because of its density
and diversity, not in spite of it,
even through moments of
global uncertainty
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Rising protectionism and a pandemic
have highlighted the trade risks faced by
companies with global value chains.
Recognition of these risks is expected to
spark a new way of doing business.

armakers in Germany have
endured an anxious few years.
Donald Trump has repeatedly
talked about imposing a 25 per
cent tariff on imported vehicles
from VW, BMW and Daimler.
Such a move could halve the
number of German cars shipped to
the country, leaving a huge dent in
their largest market, according to
Munich-based research group the
Ifo Institute.
Even the potential for tariffs has
encouraged the German car
industry to step up production at
their giant US plants, which now
employ close to 120,000 workers.

Vulnerable structures
But the rise of protectionism is
just one force that is causing
companies worldwide to
reconsider the security of their
global value chains.
“We are seeing the end of an
era,” says Ted Alden, a senior
fellow and trade expert at US think
tank the Council on Foreign
Relations. “Companies had grown
used to the idea that they could
always access foreign markets,
both to source supplies and export
their products. So they built global
value chains geared towards
minimising cost and ensuring
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estimated at a record
$747 billion last year.
A 27 per cent
increase on the
previous high, hit just
one year earlier, these
restrictions included
more than 100 new
measures, ranging
from tariff increases,
quantitative restrictions and stricter customs
procedures, to new import and
export duties. In addition, the
number of regional trade
agreements, which had been a
major driver for globalised supply
chains, fell from more than 30 a
year a decade ago to below 10 in
both 2018 and 2019.

Companies can now expect supply chain
disruptions lasting a month or longer to
occur every 3.7 years. Adjusted for the
probability and frequency of
disruptions, they can expect to lose
more than 40 per cent of a year’s profits
every decade on average

just-in-time delivery,” he says.
“Now they are being forced to
consider the vulnerability of what
they have built.”
Dramatic spike
A recent study by management
consultancy McKinsey & Co, Risk,
resilience, and rebalancing in
global value chains, found that
disruptions were becoming more
frequent and more costly.
“Averaging across industries,
companies can now expect supply
chain disruptions lasting a month
or longer to occur every 3.7 years,
and the most severe events take a
major financial toll,” it argues.
“Adjusted for the probability and
frequency of disruptions,
companies can expect to lose more
than 40 per cent of a year’s profits
every decade on average.”
Among these potential threats,
protectionism has certainly been
the most high-profile. The World
Trade Organization has
commented on a “dramatic spike”
in protectionism, with nations
imposing trade restrictions
32

Trade war
The trade conflict between the US
and China lies at the heart of this
rise in protectionism. The average
US tariff on imports from China is
more than six times higher than
before the trade war started in
2018, according to Washingtonbased researcher the Peterson
Institute. Aside from tariffs, the
US has been imposing restrictions
on Chinese technology firms,
notably restricting the access of
Huawei to US-made technology
and pressuring allies to exclude
the equipment maker from 5G
wireless development.
“We are already starting to see
the supply chains of communications equipment, semiconductor
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Companies had grown used to the idea that
they could always access foreign markets, both
to source supplies and export their products.
Now they are being forced to consider the
vulnerability of what they have built

and component makers disrupted
by this conflict,” says Simon Lester,
a trade policy expert at the Cato
Institute think tank in Washington.
“What we are looking at is the
development of two isolated tech
domains, one built around Huawei
in China and the other around the
US and European tech giants.”
Cramped conditions
With Huawei excluded from the
expansion of the UK 5G network,
European rivals Ericsson and
Nokia look set to benefit. But as the
tech sector finds itself in the eye of
the trade storm, protectionist
threats seem much lower for more
labour-intensive industries, such
as textiles, food and beverages.
Instead, these sectors suffer from
different vulnerabilities, many of
which have come to the fore during
the Covid-19 pandemic.
The clothing industry, for
example, employs roughly 25
million people globally, according
to the Geneva-based International
Labour Organization. And the
sector is regarded as particularly at
risk from viral outbreaks, given the
often-cramped conditions in
which employees work.
The pandemic has also exposed
the risk of over-reliance on a small
number of suppliers. Within the
pharmaceutical sector, for
instance, many low-value or basic
ingredients are produced in China
and India, creating potential
vulnerabilities. As McKinsey

points out: “We find 180 products
across value chains for which one
country accounts for 70 per cent or
more of exports.”
Chronic risks
Former Japanese prime minister
Shinzo Abe identified the same
problem for his own nation: “Due
to the coronavirus, fewer products
are coming from China to Japan,”
he confessed. In April, Japan
offered $2.2 billion of assistance
to companies moving production
back home or diversifying their
production bases into
South-east Asia.
Even beyond Covid-19 and the

US-China trade conflict, the
number of chronic risks to supply
chains is increasing. These
include threats arising from
climate change, which has been
associated with a rising instance of
hurricanes, heat stress and floods.
The clothing industry is highly
exposed here, too, because so
much activity in this sector takes
place in regions that are
susceptible to flooding.
Large-scale cyberattacks have
also increased in frequency, with
the number of ransomware
variations doubling between 2018
and 2019 alone. Here, aerospace
and semi-conductor companies
33
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are clearly at risk, given their high
level of digitisation, capital
intensity and exposure to digital
data flows.
Resolving fragilities
How can companies adjust to
such diverse risks to their global
value chains?
The first step, experts argue, is
for them to gain a full understanding of their supply chains
and where the points of vulnerability lie. This can be no easy task
for large multinationals, which can
have thousands of suppliers.
Computer maker Dell, for example,
has more than 4,500 tier-one and
tier-two suppliers, while rival
Lenovo has almost 4,000. But an
increasing range of technological
solutions can also help companies
understand their value chains
better, so they can identify and
resolve fragilities.
“Technology is challenging old
assumptions that resilience can be
purchased only at the cost of
efficiency. The latest advances
offer new solutions for running
scenarios, monitoring many layers
of supplier networks, accelerating
response times, and even
changing the economics of
production,” McKinsey suggests.

Bringing production home
This can be especially relevant
where the potential shocks come
from protectionism. Here, one
option is to localise production in
the target market, as German
carmakers have begun to do in
recent years.
Companies can also look more
closely at where their suppliers are
located. Worried about supply
chain security, they may consider
reshoring – bringing production
back home.
“This can be an excellent way to
curry favour with your home
government,” says Simon Evenett,
professor of international trade and
economic development at the
University of St.Gallen in
Switzerland.
There have been a few notable
examples, such as British vacuum
cleaner maker Gtech, which has
moved some production from
China to Worcestershire, and
shoemaker Clarks, which is now
making desert boots in Somerset,
rather than in Asia.
But the figures suggest that
reshoring remains a relatively
modest trend, despite the potential
for automation and robotics to help
offset higher wage costs in Europe
and the US.

US manufacturing imports from China
fell by 17 per cent between 2018 and
2019. But the slack was not taken up by
an increase in US production. Instead,
there was a surge in manufacturing
imports from other low-wage Asian
nations and from Mexico
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US manufacturing imports from
China, for instance, fell by 17 per
cent between 2018 and 2019,
according to management
consultancy Kearney’s US
Reshoring Index. But the slack was
not taken up by an increase in US
production. Instead, there was a
surge in manufacturing imports
from other low-wage Asian nations
and from Mexico.
“The evidence for reshoring has
been patchy beyond a few isolated
examples,” argues Alden. “We
were not seeing a huge rise in
manufacturing jobs in Europe or
US, even before the pandemic.
Instead, this has mostly been
diversification away from China’s
sphere of influence or localisation
– moving the supply chain nearer
to the end-consumer.”
Signiﬁcant changes
Even if reshoring has been modest
so far, supply diversification and
localisation could lead to
significant changes in global value
chains over the coming years.
Estimates suggest that between
16 per cent and 26 per cent of
global goods exports – $2.9
trillion to $4.6 trillion – could
move to new countries over the
next five years.
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Low inventories
Finally, companies can consider
inventory levels. Keeping
inventories low reduces costs, but
it may increase risk.
“Where diversification of supply
is not possible or sufficient,
companies may need to hold
higher levels of inventory,” argues
Willy Shih, a management
professor at Harvard
Business School. Costly as it may
seem, this can help to avert even
more expensive disruptions to the
supply chain, especially with
regard to raw materials and
intermediate goods. Danish drug
maker Novo Nordisk, for example,
is the largest supplier of insulin in
the world and maintains a five-year
base of critical goods to avoid
disruptions to its output.
Global value chains have faced
two of their biggest threats over the
past few years: a protectionist US
administration and a global
pandemic. But even if US attitudes
change and the pandemic
is conquered, the
global reevaluation
of supply
chains is
unlikely to
stop. “This genie
can’t be put back
in the bottle,” says
Alden. “Company
executives have woken up
to the fact that there is a
large range of threats to
global value chains. They
will need to do some hard
thinking to make sure their
supply chains are fit for
purpose in this new
environment.”
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The first step, experts argue, is for firms to gain
a full understanding of their supply chains and
where the points of vulnerability lie. This can
be no easy task for large multinationals, which
can have thousands of suppliers
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Use your loaf
Domesticity used to be considered boring. This year, it’s become trendy. But has
the fetishisation of household chores gone too far? The Financial Times columnist
Emma Jacobs chews over the issue.

A
One night a friend
called, on the brink of
quitting her job, torn
between homeschooling and the
pressures of work.
Perhaps she should
bake cakes full-time
instead? I felt a
tightness in my chest
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couple of years ago, my partner
received an ugly gift: a small jar
filled with stinking, beige gloop.
He was utterly delighted. Where I saw
ugliness cluttering the kitchen, he saw
potential. For inside that jar was a
sourdough starter, a mix of flour and water
that ferments, creating natural yeast to
make bread.
Over the months he nurtured it with love
and attention, earning him the nickname
Sourdough Dad. Of course, our family
teasing had to be gentle. The starter was
revolting but the loaves were delicious and
we happily scoffed them fresh from the
oven, butter dribbling down our arms.
This year, the laugh was on us. As the
pandemic swept the world and people
retreated to their homes, breadmaking
became the new black. Throngs took to
kneading and proving their loaves,
sparking a run on flour and yeast.
I even joined in and became Baker
Mum, rearranging a phone call with
a contact so I could nip out to the
local shop and score the last of
their bread flour with a baggie of
yeast. I felt a sense of
achievement in mastering a
new skill. It was therapeutic: a
small window when I wasn’t
checking my emails or trying
to write, while explaining
ratios to my eight-year-old.
Outside the front door, the
world was in chaos. But
inside was a tiny part of life I
could control.
Lockdown was necessarily all
about home. Friends went into
overdrive: cooking ambitious recipes,
learning needlecraft, gardening – and
making sure their best efforts were proudly
displayed on social media. A furloughed
friend even took up whittling. It gave
shape to his days and stopped him fretting
about the threat of redundancy.
Out went busyness; in came the slow
lane. No more rushing to drop kids at
school, commuting, zipping to the office,
only to do the same thing again in reverse.

As Carl Honoré wrote in his book, In
Praise of Slow: “Sometimes it takes a
wake-up call, doesn’t it, to alert us to the
fact that we’re hurrying through our lives
instead of actually living them; that we’re
living the fast life instead of the good life...
For many people, that wake-up call takes
the form of an illness.”
The pandemic certainly triggered
reflection, despite workloads increasing
for many, as employers struggled to keep
companies afloat and parents juggled
sales targets with teaching offspring
trigonometry. As lockdown eased,
many people tried to retain some of
that slowness.
Yet things were changing, even before
coronavirus struck. The Great British
Bake-Off was watched by millions across
the world and cake tin sales went through
the roof. It seemed that as job progression
became less dependable, so mastering the
home and oneself through cooking,
gardening and fitness increased.
Performative domesticity became a new
form of status. Once people bragged
about making partner, now they could
wax lyrical about the mushrooms they
had foraged.
But the pandemic took this idealisation
of home and hearth to a new level – with
sometimes troubling ramifications. One
night a friend called, on the brink of
quitting her job, torn between homeschooling and the pressures of work.
Perhaps she should bake cakes full-time
instead? I felt a tightness in my chest.
Such domesticity felt suffocating, the
world too small.
The next morning, despite a sense of
internal unease, I set about my planned
project for the day – bagel-making. I’d
seen friends’ creations. How hard could it
be? Harder than you might think, is the
answer. Mine were disgusting. I threw
them in the bin and bought some instead.
It was an epiphany. If there is one lesson
to be gleaned from the pandemic, it is that
life’s too precious to be wasted making
bagels. Domesticity is not the future – at
least for those of us who have a choice
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