
SUSTAINABLE VALUE CREATION

EDITORS’ NOTE Charles Moore 
retired in February of 2013 as 
Executive Director of the Committee 
Encouraging Corporate Philanthropy 
following a highly successful 13-year 
run. He is a 1952 Olympic gold 
medalist in the 400-meter hur-
dles, has been CEO of three multina-
tional manufacturing companies, 
Athletic Director for his alma mater 
Cornell University, and a member of 
the President’s Council on Physical 
Fitness and Sports.

ORGANIZATION BRIEF The Conference Board 
is building a center of expertise dedicated to sup-
porting CEOs in achieving long-term fi nancial 
success for their respective corporations. This cen-
ter, which will launch in 2015 as the Institute for 
Sustainable Value Creation (isvc.co; ISVC), is fo-
cusing on an integrated three-part approach to 
enduring value creation. A fundamental con-
viction underlying the creation of this center is 
that maximizing long-term shareholder value can 
only be accomplished on a sustainable basis by 
serving the constituencies that create the value – 
employees, customers, suppliers, and communities. 
This requires companies to outperform in three 
areas: unlocking the value of intangibles, long-
term thinking and planning, and fostering high 
levels of trust in the business. We feel strongly that 
this emerging research is critical for present and 
future generations.

What is the immediate goal of the institute?
The immediate goal of the institute is to pro-

duce an actionable framework, based on research 
and input from a wide range of thought leaders 
that will help CEOs and their boards of directors 
measure and communicate their value creation 
strategy to investors and stakeholders. This will 
entail developing metrics and case studies around 
the institute’s central themes.

How do you plan to conduct this research?
In addition to drawing on and synthesizing a 

broad range of work on metrics and practices in 
the three areas mentioned, we are conducting ex-
pert roundtables. Our research and work plan also 
will include: developing metrics that describe the 
extent of a company’s long-term thinking and be-
havior, investment in building trust, and valuation 
development of intangible assets, while identify-
ing companies that are successful in achieving 
superior long-term fi nancial performance, and 

measuring their long-term thinking and 
behavior, growth in intangible assets 
and level of trust (using the metrics 
identified above). We are looking 
for patterns that identify the relation-
ship between these central themes and 
behavior, so that companies can adopt 
these successful approaches, while pro-
viding CEOs with a narrative based on 
the analyses and data above that explains 
why they are pursuing a sustainable value 
creation strategy.

What is the most important 
question the institute seeks to an-

swer for CEOs?
The institute seeks to connect the dots be-

tween strong and sustainable fi nancial perfor-
mance in corporations and strong corporate 
performance on intangibles, long-term thinking, 
and trust-building so as to answer the question, 
“Are there patterns among the leaders that com-
panies can mimic for success?”

Would you expand on what is included 
in further developing the value intangibles?

An intangible asset is a nonphysical claim 
to future benefi ts. Today, 75 to 80 percent of a 
company’s value is hidden and not included in 
traditional fi nancial analysis.

As reported by Baruch Lev (2001) in 
Intangibles: Measurement, Management, and 
Reporting from Brookings Institution Press, 
“Within the last quarter century, the market value 
of the S&P 500 companies has deviated greatly 
from their book value. This “value gap” indicates 
that physical and fi nancial accountable assets re-
fl ected on a company’s balance sheet comprise 
less than 20 percent of the true value 
of the average fi rm (see chart).”

We are currently studying a va-
riety of ways to categorize intangible 
assets. The large accounting fi rms, 
investment fi rms, academic research-
ers, nonprofi t organizations, and even 
some companies are exploring dif-
ferent frameworks for defi ning and 
measuring intangible assets. While 
progress has been made to value in-
tangibles in macroeconomic measures 
such as GDP, fi nding quantifi able, 
replicable measures across companies 
and sectors is a challenge. No single 
framework may be equally relevant or 
applicable to all organizations. But it’s 
clear that the long-term viability of a 

company’s business model – of its ability to create 
value over time – depends in part on how effec-
tively companies develop and manage their intan-
gible assets. The right metrics can serve as leading 
indicators for a company’s management quality.

How will this research be funded and 
organized?

The institute operates as a unit of The 
Conference Board, a 501(c)(3) organization. The 
funding for the institute’s research will come from 
the investment of 25 Leadership Founders, from 
which a board of directors will be formed to over-
see priorities and deliverables of the institute. The 
Conference Board is uniquely positioned to sup-
port the institute because its business practices all 
relate to the priorities of the institute, as does its 
research capacity. The Conference Board is also 
well suited to attract strategic partners who can 
contribute to and benefi t from the research and 
its outcomes.

Who are the principal benefactors of this 
initiative and why?

The benefactors are CEOs, their boards of 
directors, investors, and stakeholders in general. 
Particularly, the Leadership Founders have the 
opportunity to shape emerging research and be 
a part of a call to focus business leadership around 
central themes of long-term thinking, increasing 
the value and understanding of intangible assets, 
and fostering trust in business, while investing in 
a framework that will help CEOs measure and 
communicate their value creation strategy.

The institute is predicated on the position 
that sustainable value creation is an outcome 
rather than an objective. It is expected to be a 
marathon rather than a sprint.•

Charles H. Moore
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SUSTAINABLE VALUE CREATION

EDITORS’ NOTE Prior to assuming 
his current post, Dominic Barton was 
Chairman of McKinsey in Asia. He 
joined the fi rm in 1986 and served as 
McKinsey’s Chairman in Asia and led its 
office in Korea. Barton is an active partic-
ipant in the World Economic Forum, Le 
Cercle des Économistes: Les Rencontres 
Économiques d’Aix-en-Provence, the 
Asia Business Council, and the China 
Development Forum. He is a member of 
the Singapore Economic Development 
Board’s International Advisory Council, 
an adviser to the Asian Development 
Bank, and a member of the advisory board for the 
China Development Bank Capital Group; addition-
ally, he was Chairman of the International Advisory 
Committee to former South Korea President Lee 
Myung-bak on National Future and Vision. He is also 
an adjunct professor at Tsinghua University, Beijing, 
and serves as a member of the advisory boards of 
four business schools. In North America, Barton is a 
trustee of the Brookings Institution, a member of the 
Canadian Prime Minister’s Advisory Committee on 
the Public Service, and a board member of the Asia 
Pacifi c Foundation of Canada. In addition, he is a co-
author of Dangerous Markets: Managing in Financial 
Crises. His most recent book is China Vignettes: An 
Inside Look at China. In 2013, he received the Order 
of Civil Merit (Peony Medal) from former President Lee 
of South Korea and in August 2014 he was awarded 
a Singaporean Public Service Star (Distinguished 
Friends of Singapore). He also has honorary doctor-
ates from the University of British Columbia, York 
University, Canada and the University of Western 
Ontario, Canada. Barton was made a Rhodes Trustee 
in April 2010 and is an honorary fellow at Brasenose 
College, Oxford.

COMPANY BRIEF McKinsey & Company 
(mckinsey.com) is a multinational management 
consulting fi rm that works with clients to funda-
mentally improve their performance in a sustainable 
manner. They bring sector and functional specifc in-
sights, experience, and capabilities to make this hap-
pen. The fi rm consults 80 percent of the world’s 
largest corporations and is considered the most pres-
tigious management consultancy. McKinsey was 
founded in 1926 by James McKinsey in order to ap-
ply accounting principles to management.

What does “sustainable value creation” mean 
to you and how might you apply it within 
McKinsey?

There are a number of components 
to sustainable value creation: one is long-
term with at least a 5- to 10-year horizon. 
There are a lot of things you can do to 
jack things up and improve performance 
in the short term that aren’t immediately 
sustainable, so there is a longer time-
frame required.

There is a resilience element to it 
as well. There are a lot of shocks and 
changes that can happen to a system. 
The question becomes how resilient that 
system is to shifts that occur in the exter-
nal operating environment. I don’t think 

we factor the term “resilience” adequately into sus-
tainable value creation.

The third element is the notion that it has to 
fi t with what our stakeholders require. Those stake-
holders extend beyond just employees, customers, 
and shareholders and out into the community in 
which we’re operating and our environmental 
stewardship; it comes down to the word “trust” – 
people have to trust you.

From a leadership point of view, can you 
prioritize the stakeholders or do you have to 
focus on all of them?

You do need to think about all of those stake-
holders, but where you need to put emphasis will 
vary over time.

There may be times when you need to be 
much more focused on the employees because if 
they’re not happy and involved, you’re not going 
to have good customer service.

There are other times where you may need 
to focus more on the investors, because you need 
them to be willing to make the capital investments 
to support what you’re doing or to help you with 
resilience issues.

It literally requires the support of the entire 
community in which you operate. If they don’t 
all trust you, it will affect you not only in terms 
of whether they’re buying your products but also 
whether they will want the people in the commu-
nity to work with the company.

Is it diffi cult to make long-term invest-
ments today when you have such short-term 
pressures?

It’s very challenging, but you have to. Of 
course ,you can’t just focus on the long-term and 
ignore what’s going on around. If you do that, you 
may not be around for the long term. But if all you 
do is focus on the short-term, you’re going to wake 
up and fi nd out you’re irrelevant over the long 
haul, so you have to do both.

It is diffi cult though, particularly with activist 
investors and a short-term market focus.

What is the secret today to effective lead-
ership and how has the CEO role changed?

Trends are moving away from the ‘hero’ CEO 
concept to the ‘team-based CEO’ who knows what 
he’s not good at and brings in team members to 
handle those things. Today, it’s more important 
than ever as to “who” a leader is – it’s much more 
about the character of the person.

What’s even more important in a complex 
world is having someone who is resilient and can 
get back up when a mistake has been made.

It’s also how you manage your energy – it’s 
not even about time anymore since this is a 24/7 
role. You have to know when you’re at your best to 
determine when you should be making decisions 
and when you shouldn’t.

The character element has been an under-
played part of leadership that is beginning to re-
ceive more focus. Many of our CEO clients are 
redoing their leadership development programs 
and emphasizing character much more. This has 
great value whether building or turning around a 
business, or working in different markets. It helps 
with how resilient and courageous they are.

What is the value of a diverse and inclu-
sive workforce to the success of McKinsey?

Diversity is essential, even without any regard 
to the moral imperative of it. You’re not going to 
have the best talent if you’re not diverse enough to 
be able to deal with the issues.

How can a company claim to attract, develop, 
and retain the best talent in the world if they’re not 
at 50 percent women to match the population? We 
know schools that are sourced from may not be at 
the 50 percent level, but they’re at least in the high 
30s and 40s, so it’s not good if you’re in the mid-
20s; you’re defi nitely missing out. You get a much 
more resilient and rigorous place when you have 
that diversity.

How important has your focus on com-
munity engagement been?

There has been a positive swing on this over 
the past 5 to 10 years. Today, you diminish your 
shareholder value unless you do this. It’s impera-
tive to take care of the community in order to earn 
their trust.

Trust levels have dropped so people are rec-
ognizing that if you don’t have that corporate re-
sponsibility component, it’s a problem.

It enables innovation and also attracts talent 
because a lot of the millennials want to be working 
in an organization that is making a difference.•

Dominic Barton

Character and Trust
An Interview with Dominic Barton, 

Global Managing Director, McKinsey & Co.
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