
summer 2008

ISSUE 13: CHINA: THe seArCH FOr FINANCIAL HArmONY. kENyA:  
HOw FAIr Is FAIr TrAde? INDIA: reTAIL mAkeOver. NEW VENTURES: 
BrOwsING THrOuGH TIme. INTERVIEW: PHILIP YeA, 3i, CruNCH TIme. 
VIEWPOINT: THe ArT OF ACCOuNTING.

BusINess AT

THE MAGAZINE OF THE SAID BUSINESS SCHOOL

TRADING 
PLACES



CONTENTS

03 THe deAN’s PreFACe

04 mAde IN 
CHINA

30 THe OxFOrd-dAvOs  
CONNeCTION

No part of this publication may be reproduced,  
stored in a retrieval system, or transmitted, in any  
form or by any means, without the prior permission 
in writing of the publisher, nor may it be issued to  
the public or circulated in any form of binding or  
cover other than that in which it is published.

© 2008 Saïd Business School. All rights reserved. E&OE.

Enquiries or submissions  
should be addressed to:  
Liz Buckle  
Marketing and Communications  
Saïd Business School
Park End Street
Oxford OX1 1HP
United Kingdom

Tel: +44 (0)1865 288852
Fax: +44 (0)1865 288850
liz.buckle@sbs.ox.ac.uk
www.sbs.oxford.edu

Production 
editor: Anthea milnes 

Design 
sampsonmay  
www.sampsonmay.com

Stock
Business at Oxford is printed on 
FsC certified environmentally  
friendly paper.

TrAdING PLACesBUSINESS AT OxFORD02

10 HIGH
TeA

32  THe 2008 skOLL wOrLd FOrum
 
34  COrPOrATe GOverNANCe ANd  

CAPITAL mArkeTs
 
36  BusINess As usuAL

16  PrOFILe: dANA BrOwN

38 vIewPOINT: 
THe ArT OF
ACCOuNTING

13

22 INTervIew:
CruNCH TIme

08 NeT
FrIeNd

26 BrOwsING 
THrOuGH
TIme

20

24

FINANCIAL 
HArmONY

reTAIL
mAkeOver

14 sHIFTING BOuNdArIes

28 sILICON vALLeY COmes TO OxFOrd/ 
 OxFOrd GOes TO sILICON vALLeY

18 GArdeN CITY  
OF THe GuLF

Business school is undertaking in the field 
of international business. Our approach is 
distinctive, focusing on how corporate 
strategy and public policy combine to shape 
the business environment. Our international 
business faculty come from diverse 
backgrounds, in particular from the field of 
political science, and bring fresh perspec-
tives, producing original interpretations of 
markets, industries and institutions.

some tangible demonstrations of the 
saïd Business school’s commitment to inter-
national business have been made this year. 
In January, the school was delighted to 
announce the establishment of the Oxford 
university India Business Centre and a new 
Chair in Indian Business studies. The 
Centre, which will be located at the school, 
will address major business issues affecting 
the sub-continent, through collaborative 
research between academics in Oxford, India 
and elsewhere (see page 35). 

In march a distinguished panel of 
speakers attended the third annual Oxford 
India Business Forum in mumbai, an event 
organised and attended by our growing 
Indian alumni base. Panellists including 
Paul sarbanes, former us senator, and 
michael Oxley, vice chairman of NAsdAQ, 
joined us to debate the theme of corporate 
governance in capital markets (see page 34).

After attending the Forum, I continued 
on to China to meet with alumni, business 
leaders and policy-makers. China has rapidly 
become a major focus for the school. In the 
fall of 2007, we were delighted to welcome 
Christine wong as senior research Fellow, 
specialising in the contemporary Chinese 
economy, public sector management and  
the reform of public services in China  
(see page 20). 

eric Thun, Peter moores Lecturer in 
Chinese Business studies, outlines his 
research into the competitive strategy of 
Chinese firms. His article (see page 04) 
discusses the manner in which Chinese 
companies are combining a unique 
knowledge of their domestic marketplace 
with the advantages of foreign linkages in 
order to compete with multinational firms. 
eric also reports on the elective course on 
Chinese business being offered to mBA 
students at the school. 

Also in this issue, dana Brown (see page 
16) explores corporate social responsibility 
from a political science perspective; and 
mari sako asks how far we can push the 
boundaries of outsourcing  (see page 14). 

The opportunities presented by 
globalisation are unprecedented, but so too 
are the challenges. At the saïd Business 
school we provide our students – who come 
from over 50 countries – with the under-
standing they will need to operate in this 
complex global environment. 

THE DEAN’S PREFACE: COLIN MAyER

significant as ever. Indeed, in a world where 
the reach of global business has increased 
but the differences in local cultures and 
institutions have endured, an intimate 
knowledge of these differences and their 
implications for business has become even 
more significant.

This issue of Business at Oxford 
showcases the innovative work that the saïd 
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s globalisation has acceler-
ated, understanding national 
and cultural differences has 
become a fundamental 

concern for business. while companies 
based in India and China may be integral 
parts of global supply chains for multi- 
nationals such as dell, AOL, and microsoft, 
geographical divisions remain as 

A
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or over a decade China has 
been the world’s fastest 
growing economy. It has gone 
from a position of virtual 

autarky to being the world’s third largest 
trading state in less than a generation. This 
is an almost unparalleled developmental 
success.

despite this track record, the next 
decade represents a critical period in China’s 
development. The country must continue to 
build the institutional structures that 
facilitate the smooth functioning of a market 
economy, and it must confront the political, 
social, and environmental implications of 
rapid growth. The most challenging 
questions facing contemporary China are 
about how to achieve the right type of 
growth, growth that will foster a strong and 

F

HOw CAN THe CHINese GOverNmeNT 
HeLP dOmesTIC FIrms TO COmPeTe
GLOBALLY?

competitive industrial base in a sustainable 
and equitable manner. 

From the perspective of the Chinese 
government, one of the key challenges 
involves the creation of domestic Chinese 
firms that will have a sustainable competitive 
advantage in global markets and indigenous 
innovation (zizhu chuangxin). This might 
sound surprising outside China, since it 
often seems as if the world is being swamped 
with goods that are “made in China”, but the 
point is that the vast majority of these goods 
are produced in foreign-owned factories 
located in China using cheap Chinese labour, 
while the most valuable components are 
imported from abroad. more often than not, 
domestic firms are trapped in low value 
added activities and compete on the basis of 
low cost – hardly a durable source of 

MADE
CHINA

By: ERIC THUN

IN
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By: TARUN RAMADORAI

competitive advantage. so although the 
Chinese economy has been doing very well, 
indigenous Chinese firms are still struggling. 

JUMPSTARTING THE AUTO SECTOR 
THROUGH JOINT VENTURES
The Chinese auto industry provides a classic 
example of the difficulties faced by Chinese 
industry as a whole. The initial strategy of the 
Chinese government in the auto sector was 
to rely on joint ventures with foreign firms to 
jumpstart the development process. The 
idea was that linkages with leading global 
auto manufacturers would increase the 
technical knowledge and management skills 
of joint venture assembly plants, and this 
knowledge would then disseminate to the 
hundreds of supply firms that would be 
created to support the core assembly plant. 

“IT OFTEN SEEMS AS IF THE WORLD IS BEING 
SWAMPED WITH GOODS THAT ARE ‘MADE IN CHINA’, 
BUT THE POINT IS THAT THE VAST MAJORITy ARE 
PRODUCED IN FOREIGN-OWNED FACTORIES.”
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selling auto firms within China. Chery is 
the most successful, but it is hardly alone: 
a new breed of domestic auto firms is 
challenging the global auto giants in China 
and foreign observers have been impressed 
at the speed with which the local firms 
have captured domestic market share and 
moved into export markets.

The success of these firms is easily 
dismissed as the result of intellectual 
property rights violations, and there have 
been many well-founded accusations,  
but this is not the entire story. The most 
successful domestic firms in China have 
become highly skilled at maximising the 
advantages that they enjoy within the 
domestic market while using foreign 
linkages to compensate for their  
weaknesses. 

First, the independent domestic firms 
are more flexible and have lower cost 
structures than their foreign competitors 
because, unlike the foreign firms, they are 
not selling products that were designed for 
developed, high cost markets. As the 
private market in China has grown, partly 
as a result of price decreases that followed 
China’s accession to the wTO and market 
liberalisation, the domestic firms have 
discovered that first-time auto buyers in 
China are more concerned with the price 
and appearance of a car than quality. There 
is little highway driving in China; as long as 
the car gets them around town – usually at 
a crawl due to traffic – the customer is 
satisfied. German competitors, by contrast, 
are selling cars that are designed to race 
down the Autobahn. 

second, the domestic firms are 
attempting to transform their early success 
with copied designs into independent 
design capability. They hire the engineers 
that have been trained by foreign firms, 
they employ foreign design companies, 

Investment began in the mid-1980s,  
and two decades later virtually all of the 
world’s auto firms have manufacturing  
facilities in China. 

The Chinese government has done its 
best to support domestic firms, but has had 
limited success. It required 50/50 joint 
ventures for auto assembly plants;  
it created strong incentives for the joint 
ventures to localise the production of 
components; it played foreign firms off of 
one another during the negotiation phase in 
order to gain access to the latest technology. 
Nevertheless, the Chinese auto firms have 
had difficulty breaking free from their 
dependence on their foreign partners  
and joint ventures still dominate the 
marketplace. 

shanghai Auto, for example, is the 
strongest auto firm in China – it has joint 
ventures with both volkswagen and General 
motors – and although it has been 
tremendously profitable, the design and 
development for the models it produces take 
place in Germany and the united states. 
shanghai Auto has learned a great deal from 
its partners about the processes of auto 
manufacturing, but very little about design, 
without which it cannot hope to develop 
models independently under the shanghai 
Auto brand. In order to develop an 
independently branded vehicle, shanghai 
Auto purchased technology from mG rover. 

A FUEL INJECTION FOR  
INDEPENDENT AUTO FIRMS
The strategy in China has now shifted, and 
the Chinese government is throwing its 
strongest support behind independent 
Chinese firms – those that have no foreign 
partner. Anhui-based Chery, for example, 
began producing cars in 1999 and now 
produces close to 400,000 vehicles 
annually. It is consistently one of the top 

“THE STRATEGy IN CHINA HAS NOW SHIFTED, 
AND THE CHINESE GOVERNMENT IS  
THROWING ITS STRONGEST SUPPORT BEHIND 
INDEPENDENT CHINESE FIRMS”
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and they rely on the supply firms that have 
been carefully cultivated by the joint venture 
projects. In september 2007, Chery 
announced that it would begin to produce 
small economy cars for export on a contract 
basis for Chrysler. This is exactly the sort of 
relationship that will enable it to improve its 
quality standards and manufacturing skills 
and Chrysler may come to regret the role it 
played in a training a future competitor. 

will these firms be the new breed of 
domestic champion that the Chinese 
government so desperately seeks? There are 
still many challenges. One of the most 
important is the intensity of domestic 
competition. In the auto industry, for 
instance, there are over 100 automotive 
manufacturing firms in China, and many of 
these are state-owned firms that are 
protected by local governments. It is a desire 
to escape this intense (and often perverse) 
competition that drives the export push. In 
other words, these firms go abroad not from 
a position of strength, but because they are 
not sure they can survive the competition  
at home. 

FIRING ON BOTH CyLINDERS
Perhaps the key lesson to draw from the 
example of the Chinese auto sector is that  
it might not be necessary for domestic firms 
to develop completely independent 
capabilities. Global value chains provide an 
opportunity to improve manufacturing 
techniques and improve quality, but may 
limit the capacity of a firm to increase its 
breadth of capabilities, because a foreign 
firm is usually controlling the value chain. 
domestic value chains provide an opportu-
nity to increase the breadth of capabilities, 
because the domestic firm is acting 
independently, but make it difficult to 
acquire new technical capabilities. The 
smart firms leverage the advantages of 
participating in both global and domestic 
value chains, and don’t try to beat the 
foreign firms at their own game.    

eric Thun is Peter moores Lecturer in 
Chinese Business studies at the saïd 
Business school.

eric Thun’s popular elective course on 
“Business in China” will be offered to 
mBA students for the third year 
running in Trinity 2008. The course 
furnishes students with a rich 
understanding of today’s China as 
well as the knowledge needed to do 
business in the country. 

The course has two primary 
components. The first half provides  
students with a framework for 
understanding how business operates 
in China. The assumption is that it  
is impossible to understand business 
in China without understanding  
how China operates, and the 
inter-relationship between the 
Chinese state and business is a 
critical part of this. The course 
therefore includes sections on 
Chinese history, Chinese politics, and 
the evolution of the Chinese economy 
during the reform era. 

The second half of the course 
addresses the major challenges facing 
businesses in China today: legal 
challenges, marketing challenges,  
the dynamic of competition between 
domestic Chinese firms and 
multinational firms, and the outward 
investment of Chinese firms. Case 
studies are used to explore each 
issue, and whenever possible 
practitioners operating in the country 
are invited to contribute either 
directly or via videoconferencing.

The rate of change in China 
makes any classroom discussion 
challenging, and the objective  
of the course is not to help students 
understand what is happening in 
China at this very moment, but to 
help them understand the directions 
of change. 

For further information, visit  
www.sbs.ox.ac.uk/faculty/Thun+Eric

MBA ELECTIVE 
ON BUSINESS 
IN CHINA

BUSINESS AS USUAL
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friend
By: STEVE COOMBER

t is estimated there are now 
over 200 social networking 
sites, along the lines of 
Facebook, MySpace, Friends 

Reunited and LinkedIn. In China, the social 
networking space is increasingly dominated 
by a new site named WangYou.com 
(meaning “net friend”). Set up by Buddy Ye, 
a Saïd Business School alumnus, WangYou.com 
has already gained more than ten million 
users and is setting out to conquer the vast 
social networking market in China. 

Before taking his MBA at Oxford, Ye ran 
two start-ups, MeetChina and Ecantata, the 
latter of which he sold. But the pace of 
start-up life was frenetic and Ye felt that he 
needed to take time out, to get some 
perspective on his career and life. 

“It is very challenging running start-ups. 
Every day you are dealing with very different 
issues, fighting for survival,” he says. “Doing 
the MBA at Saïd was a perfect time for me to 
sit down and think things through, look at 
the accomplishments and mistakes I had 
made, and consider how I could improve in 
different areas. My goal was always to be 
founder and CEO of a business. So I needed 
to understand every aspect of the business, 
and the MBA helped me to do that.”

After Oxford, Ye did a stint at Accenture, 
the management consulting company, but 
the lure of entrepreneurial life was too 
strong. “Working for a consulting company 
like Accenture was a great job,” says Ye. “I 
learnt a lot, but my personality was more 
suited to a start-up kind of environment.  
So I quit.”

In March 2005, Ye and business partner 
Edward Haynes founded WangYou.com.  

I

NET
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A New sOCIAL NeTwOrkING sITe seT uP BY
sAId BusINess sCHOOL ALumNus BUDDy yE
Is TAkING CHINA BY sTOrm.

get necessary business licences, and to 
potential investors to try and get the 
capital,” he says. 

Now, as CEO and founder, he continues 
to clearly define the business model. But, 
with many more specialist employees 
onboard, his role has a more strategic focus. 
“I’m constantly thinking about the business 
risks, trying to be sensitive to new or 
existing relevant businesses in this space, 
plus I deal with investor relationships, and 
keep my eyes open for potential key hires,” 
says Ye.

Ye is also planning to sign up many 
more of the 65 million Chinese Internet 
users aged between 15 and 25. In 
increasing market share WangYou will 
inevitably face competition from some of 
the established brands in the social 
networking space. But Ye believes his 
business is well placed to succeed.

“We have some advantages over 
competition from the main players, because 
we are a local company staffed by local 
Chinese people,” he says. “This business is 
very culturally sensitive. You need to be 
able to understand the local culture very 
deeply; it is not just about language, for 
example. Also, we have a very good 
understanding of the local cost structure, 
and how to allocate capital.”

“My goal is to make WangYou Media  
the number one social networking space 
in China, and in doing so, promote  
self-expression among the Chinese youth  
of today.” 

“The main purpose is to make this the 
premier online space that allows the Chinese 
youth to express themselves through a range 
of different digital content, including music, 
videos, personal blogs and photos.”

“The timing could not be better,” says 
Ye. “The current climate in China is very 
favourable for the social network services 
type of business. The social, cultural 
environment and technological environ-
ments are all ready.” To begin with, there has 
been a lot of progress with Internet 
infrastructure in China; more than 60 per 
cent of Internet users in China use 
broadband. Also, and more importantly,  
Ye believes, the current generation of young 
Chinese people – most users are aged 15 to 
25 – want to show the world who they are, 
what their likes and dislikes are. They need  
a place to express themselves, and WangYou 
is that place. 

Ye started small with WangYou, keeping 
down expenditure on infrastructure and 
development, and doing all the coding and 
managing the servers in-house. Out and 
about drumming up funding at the same 
time, it was not long before Ye secured his 
first angel investment of $500,000, followed 
by another two rounds of formal financing.

In a comparatively short space of time, 
WangYou has hit a series of impressive 
targets, chalking up ten million registered 
users, with 150,000 more signing up every 
month. The website has over 500,000 
unique visitors on average per day and some 
ten million page views daily. Ye has raised 
nearly US$10 million from leading 
US-based venture capital firm Charles River 
Ventures, Sony Bank, the Development Bank 
of Japan, and other leading houses. 

The statistics are impressive, but Ye, who 
now heads up a team of 50 people, is intent 
on sustaining the firm’s remarkable progress. 
“The challenge for 2008 is to increase our 
site’s stickiness, to get our users to log on to 
the site more often and spend more time here.”

With the company growing rapidly, Ye’s 
role has also changed. “When I first founded 
the company I did a little bit of everything: 
some web designing, negotiating with the 
server and infrastructure provider, talking to 
the marketing people, to the government to 

Two former Oxford mBAs, mihkel 
Jäätma and Niall Bellabarba, 
have launched realeyes – a data 
provider that employs leading-
edge eye-tracking technology to 
inform website design and 
marketing decision making.

Click data is the standard way 
of analysing web traffic to inform 
website design. However, these 
data are a crude measure of 
customer behaviour as they do 
not indicate where the reader’s 
attention was focused before the 
click was made. As online 
commerce continues to grow, 
and more and more transactions 
are conducted online, websites 
will strive to become more 
user-friendly and responsive to 
the customer’s needs.

Niall Bellabarba commented: 
“In looking at the online retail 
market, it became clear that 
there is a need for more 
sophisticated means of 
monitoring consumer and user 
behaviour online, and that the 
traditional click information is 
inadequate. using eye-tracking 
technology, we have demon-
strated that even small 
alterations to front-end design 
can significantly increase 
purchases of goods and services, 
and direct attention. Companies 
are quickly realising the impact 
this can have in terms of return 
on investment.”

mihkel Jäätma added:  
“The business arose out of an 
entrepreneurship Project we 
undertook on the mBA 
programme at saïd. we focused 
the project around a proven 
technology with great growth 
potential.”

The range of companies to 
have signed up to realeyes data 
services is impressive and the 
early feedback is very positive. 
Clients include sony, Pricerunner 
and Barclays Global Investors. 
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elow the snow-capped peaks of 
mount kenya lie the undulat-
ing tea fields of kiegoi. As we 
pass a steady stream of women 

“footing” their baskets of tea to the buying 
centre, I wonder whether they will share the 
testimonies of personal transformation that 
have become the leitmotif of contemporary 
fair trade marketing. As a manager of the 
kenya Tea development Agency informs me 
as we drive past, everybody is now demand-
ing to have their farm Fairtrade certified; 
they have “seen the fruits… the light at the 
other side of the tunnel”.

Fair trade has become one of the most 
significant market-based mechanisms to 
reduce the poverty and vulnerability of 
producers in developing countries. Yet with 
the increasing participation of transnational 
food corporations – mcdonalds, Nestlé and 
kraft – new questions are emerging about 
the extent to which fair trade is guaranteeing 
a better deal for these producers. drawing on 
a qualitative research project on ethical 
sourcing, which I carried out in kiegoi in 
eastern kenya, this article looks at the extent 
to which the main objectives of the fair trade 
system – transparency, poverty reduction, 
empowerment, and democratic participation 
– are realised among fair trade tea producers. 

B

THE FAIR TRADE TEA  
INDUSTRy IN kENyA
kenya is the largest exporter and third 
largest producer of tea in the world, and tea 
is currently the nation’s leading foreign 
exchange earner. while several large tea 
estates are powerful market players, 
smallholders produce over 60 per cent of 
kenyan tea, which is processed and 
marketed by the kenya Tea development 
Agency (kTdA). kTdA, the largest single 
exporter of processed tea and the second 
largest exporter of black tea in the world,  
was privatised in 2000 and now serves as a 
management agency for 57 kTdA factories 
and their 400,000 licensed small-scale tea 
growers. Because growers own and 
technically manage each of these factories, 
they are considered co-operative structures 
for the purposes of fair trade.

In 2003, kiegoi became the first of eight 
kTdA Fairtrade certified factories to supply 
the european market, initially under the 
auspices of Cafédirect, the uk’s largest fair 
trade hot drinks company. All kiegoi tea is 
cultivated and processed in accordance with 
the standards established by the Fairtrade 
Labelling Organisation (FLO), incorporating 
12,000 smallholders and 200 wage 
employees in ethical production arrange-
ments and supplying a range of overseas 
buyers. 

TRANSPARENCy?
According to the umbrella organisation 
FINe, “fair trade is a trading partnership, 
based on dialogue, transparency and 
respect” in which exchange is premised on 

direct, stable and long-term purchasing 
arrangements between producers and 
buyers. However, the majority of kenyan fair 
trade tea is supplied to the mombasa Tea 
Auction, a system dominated by arms 
length marketing arrangements, consisting 
of several layers of intermediaries between 
producers and consumers. Because auction 
transactions are characterised by anonymity 
and standardisation, buyers possess the 
flexibility to switch suppliers at will, and 
information flows between trading partners 
are minimised. while the auction can 
generate potentially higher prices through 
open bidding, the non-binding nature of the 
spot market transactions precludes 
opportunities for the sustained collabora-
tion and the long term trading relationships 
that fair trade supports.

The opacity of the auction is particularly 
apparent in the process of retrocertification 
whereby tea that is purchased on standard 
terms is later declared as fair trade. This 
inhibits accountability and transparency, 
principles that are fundamental to the fair 
trade ethos. when I asked a kTdA official  
in Nairobi, for instance, what proportion of 
kenyan fair trade tea is sold at the auction 
she responded: “I have no idea. we just find 
the money in the account. It just says 
deposit made and date. we don’t know how 
[the buyers] came up with this figure.”

recognising retrocertification as 
problematic, FLO recently announced that 
as of 1 January 2009, all tea to be sold with 
the Fairtrade label must be declared as fair 
trade at the time of purchase. 

A FAIR PRICE?
The signature feature of fair trade is the 
provision of a minimum guaranteed price 
that covers the costs of sustainable 
production and ensures a living wage for 
growers. As the key mechanism through 
which redistributive justice is secured,  
the minimum price typically provides  
producers and workers the clearest direct 
benefit from participation in fair trade 
schemes.  

ON THe sLOPes OF THe NYAmBeNe HILLs IN
eAsTerN keNYA, FAIr TrAde TeA FIeLds Are
FLOurIsHING. BuT Are THeY CHANGING THe
eCONOmIC LANdsCAPe?

TEA
HIGH

By: CATHERINE DOLAN

“NEW QUESTIONS ARE EMERGING  
ABOUT THE ExTENT TO WHICH FAIR 
TRADE IS GUARANTEEING A BETTER  
DEAL FOR PRODUCERS.”
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However, in contrast to other fair trade 
products, tea has not been subject to the 
minimum price condition and all fair trade 
tea has been sold at standard market price 
whether at the auction or through direct 
sales. while Cafédirect introduced a 
minimum price in July 2007 (us$1.78), 
and FLO followed suit in February 2008 
(us$1.40 to us$1.50), both prices 
remain lower than what kiegoi receives 
through the auction due to the superior 
quality of its tea. For kiegoi’s 12,000 
smallholders the absence of a “fair” 
minimum price has been a source of 
considerable concern. As one farmer 
pointed out, “kTdA gets fair trade money; 
the roads get fair trade money, so why 
can’t farmers get some fair trade money 
directly so that we feel appreciated?” 

Producers and workers do receive a 
social premium (us$0.50 per kg of export 
value) targeted for community and 
economic development projects such as 
dispensaries, schools, and childcare facili-
ties. Between July 2003 and August 
2007, the kiegoi Fairtrade Premium 
Committee received approximately 
us$1.6 million in premium deposits for 
such endeavours, helping to reduce labour 
constraints and provide new opportunities 
for education and health care. The social 
premium, however, did not compensate 
producers for low tea prices, as it neither 
remunerated them for their productive 
work nor altered their standard of living.  
Farmers were particularly resentful that 
the social premium projects benefited 
non-tea producers.  “It is,” one farmer 
said, “like harvesting where you have not 
planted. when a class is built both parties 
benefit and a road all will walk on it. This 
is not fair to tea farmers.” 

PARTNERSHIP AND PARTICIPATION
In contrast to conventional trade relations, 
fair trade aims to achieve sustainable 
cooperative and enduring partnerships 
between producers and northern buyers. 
However, in kiegoi the linkages between 
producers and buyers were questionable as 
most producers had little idea of where or to 
whom their tea was sold. sixty-five per cent 
of the more than 200 I interviewed thought 
the final destination was mombasa; 21 per 
cent knew it went abroad but had no idea to 
which country; and 17 per cent could not 
identify a location beyond the kiegoi factory. 
most farmers were unaware that fair trade 
tea garners a higher price in european 
markets or that consumers purchase it for 
ethical reasons. This disconnect extended to 
the development initiatives funded through 
the social premium. Although most farmers 
were aware of community projects, only one 
third of them actually participated in their 
selection. 

whilst ensuring that all producers are 
able to participate in the decision-making 
and consultative processes of fair trade is 
important, one of the most pressing issues 
concerns the inclusion of women. whilst 
gender equity is a core principle of fair trade, 
the extent to which women benefit is 
conditioned both by cultural norms and the 
structure of fair trade institutions such as the 
Joint Body Committee, workers’ Committee, 
and Board of directors. Access to land, 
specifically, is a critical arbiter of fair trade 
benefits since both the ability to receive 
payment and the right to vote for the Joint 
Body Committee are contingent upon 
possessing a title deed, which less than one 
fifth of women possess. Their exclusion is 
compounded by the severe time constraints 
that women in the area experience, which 

hinder their ability to serve as representatives 
on fair trade bodies or to attend the forums 
where information about fair trade is typically 
discussed. Given that women perform the 
majority of work in tea production, their 
limited participation in fair trade poses a 
challenge to fair trade’s realisation of gender 
equality and by extension universal rights. 

CONCLUSION
Increasing numbers of uk consumers are 
positioning themselves as partners in poverty 
reduction, purchasing fair trade products to 
ensure that producers in developing countries 
enjoy better opportunities for equitable 
exchange. I, like many other consumers in the 
uk, buy fair trade products in precisely this 
spirit. Yet as fair trade goods become 
increasingly mainstreamed into the supply 
chains of transnational food corporations and 
retailers, the potential for trade equity is less 
clear.  whilst the growth in fair trade sales 
afforded through mainstreaming can 
potentially increase the development benefits 
for producers, it may also compromise the 
realisation of fair trade’s founding principles.   

“MOST PRODUCERS HAD LITTLE IDEA  
OF WHERE OR TO WHOM THEIR TEA  
WAS SOLD.”



OuTsOurCING & OFFsHOrINGBUSINESS AT OxFORD14 ISSUE 13: summer 2008OuTsOurCING & OFFsHOrING 15

therefore about sourcing decisions which 
involve (a) importing, (b) displacement of 
domestic production and associated jobs, 
and (c) foreign direct investment (FDI) 
outflows if things are sourced from newly 
created overseas affiliates. It is difficult to 
combine these separate sources of data to 
measure the precise extent of offshoring 
defined in this way. Nevertheless, the trade 
surpluses in the US and UK indicate that 
more firms treat those countries as 
offshoring bases than as locations from 
which to offshore.

The brainwork drain
In the UK, both exports and imports of 
business services have more than doubled 
over the past decade. Given such a surge in 
cross-border activities, will a developed 
economy such as the UK be able to continue 
to sustain a trade surplus? Under what 
conditions would a services trade surplus 
turn into a deficit, with more knowledge work 
migrating to offshore locations such as India?

First, information and communication 
technology (ICT) will continue to be a 
powerful enabler of offshoring. Lower 
telecoms cost has enabled a considerable 
proportion of services to be delivered from  
a distance, notably through call centres and 
shared services centres. Moreover, services 
are becoming more like manufacturing as 
they can be standardised, assembled from 
components, as it were, then picked, 
packed, stored and shipped, all using 
processes resembling manufacturing. 
Services, therefore, can be “productised”, 
made more efficient by applying the same 
sort of techniques as in manufacturing to 
improve productivity and quality. Over time, 
it is not mere labour cost arbitrage, but 
whether or not workers in Gurgaon or Manila 
can achieve the same level of productivity 
and quality as developed economy workers in 
Glasgow or Minneapolis, that will determine 
the future of services trade balance.

Second, services are converging, but not 
completely, towards manufacturing. There 
are limits to “productising” services after all. 
Despite the power of ICT, professional 
services continue to require complex 
interactions with clients, or exercise of expert 
judgement that clients can trust in the 
process of delivery. Consequently, for a 
variety of services, ranging from surgery to 

litigation, proximity between the points of 
production and consumption remains a 
necessity. In these cases, proximity needs 
are satisfied typically by providers setting 
up operations close to clients, as is the 
normal practice in consulting or legal 
practice. 

Moving up the value chain
However, any professional work may be 
disaggregated into a value chain of tasks 
that can be delivered at a distance and 
those that cannot. Take patent filing. Apart 
from patent prosecution, tasks leading up 
to it including prior art search, patent 
drafting, and patent proofreading can be  
all done at a distance. Or take litigation. 
Much of the litigation support work, 
involving document and data discovery, 
now relies on electronic technology and 
can be carried out by legal process 
outsourcing (LPO) providers at a distance. 

These providers may enter with low end 
work, but will accumulate the know-how to 
move up the value chain. In India, for 
example, US and English law firms are 
offshoring, partnering with LPO providers 
or setting up their own captive operations 
by recruiting Indian law graduates. 
Potentially, not withstanding the regulatory 
restrictions, the ground is laid for more US 
and English lawyers to practise in India, 
and Indian lawyers to practise in the US 
and England.

In short, in the new brave world of 
internationally traded knowledge work, the 
labour market for professional workers will 
inevitably become more international. As in 
manufacturing, firms relocate operations 
and hence jobs in search of lower costs; 
growth in services trade results from a 
combination of “back office” standardisa-
tion – the same engine of growth as for 
manufacturing – and “front office” 
interaction with customers. But unlike in 
manufacturing, professional workers are 
likely to migrate in both directions, making 
the projection over job gains and losses 
more uncertain. 

Mari Sako is Professor of Management 
Studies at the Saïd Business School. 

utsourcing and offshoring have 
attracted much attention 
recently as key phenomena in 
the current phase of globalisa-

tion. An alphabet soup of abbreviations, 
such as BPO (business process outsourcing), 
KPO (knowledge process outsourcing), and 
LPO (legal process outsourcing), is stirred  
by journalists, industry watchers, and 
academics speculating about the new 
international division of labour, with jobs 
migrating from developed economies to low 
cost locations. The jobs “at risk” are no 
longer restricted to semi-skilled factory jobs, 
but involve professional and technical work 
in IT, R&D, accounting, management 
consulting, and legal services. This article 
sheds light on how we might think about this 
phenomenon, and how it might affect our 
jobs and our children’s jobs.

World trade in services
The idea that the modern employee uses 
more brain than brawn, and that the  
modern corporation adds value more from 
intellectual capital than from physical 
capital, is not new. Indeed, the late 
management guru, Peter Drucker, used the 
term “knowledge worker” as early as in 1969 
in his book The Age of Discontinuity. What is 
relatively new, however, is the fact that 
knowledge work does not merely constitute 
domestic activities of industrialised 
countries but now crosses borders to 
emerging economies such as China and India.

World trade in services, valued at around 
$1.8 trillion, is growing rapidly, but still trails 
behind manufacturing trade which is five 
times bigger. Despite its smaller size, the 
most rapidly growing segments of trade in 
services are in “computer and information 
services” and “business services”. The latter 
typically include accounting, management 
consulting, legal services, advertising and 
market research, and R&D. The top two 
exporters of these two types of services are 
the US and the UK, with trade surpluses of 
$19 billion and $29 billion respectively.  
The sustained surpluses are in stark  
contrast to these countries’ large deficits  
in manufacturing trade. 

Offshoring happens when private firms or 
governments decide to import intermediate 
goods or services from overseas that they had 
previously obtained domestically. It is 

SHIFTING
BOUNDARIES

IT’s NOT JusT mANuFACTurING JOBs THAT Are mIGrATING
TO LOw COsT LOCATIONs. kNOwLedGe wOrk Is NOw ALsO
CrOssING BOrders. 

By: MARI SAkO

O

“AN ALPHABET SOUP OF ABBREVIATIONS 
SUCH AS BPO, kPO AND LPO IS STIRRED 
By JOURNALISTS, INDUSTRy WATCHERS 
AND ACADEMICS SPECULATING ABOUT 
THE NEW DIVISION OF LABOUR.”
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way, prioritising some groups over others.”  
In this way, Brown says, we still live in a 
world of states, with the nation state playing 
an important role in defining the way 
markets work, who wins, and who loses. 

more recently, Brown’s interest in the 
relationship between business and the state  
in emerging economies has led her to look 
closely at the growing trend towards 
corporate social responsibility. “Corporate 
social responsibility is, at least partly, about 
corporations taking over some of the social 
functions of the state,” she says. “In recent 
years, corporations have taken responsibility 
for things like setting labour standards, 
ensuring that human rights are adhered to, 
and even addressing health issues. Those 
used to be functions of the state in many 
countries.” 

However, Brown suspects that multi-
national corporations such as Nike and the 
Gap are increasingly discovering that there 
are limitations to what they can achieve in 
the social sphere. Codes of conduct dreamed 
up in headquarters in developed nations, she 
says, often run into problems on the ground. 
The local contexts – regulatory, social, 
cultural – cause unforeseen complications, 
and flying auditors from headquarters into 
the middle of Cambodia to monitor local 
labour standards is fraught with difficulty. 

This creates a paradox. On the one hand, 
developing states have been pushed by the 
ImF, the world Bank and other global 
organisations towards minimising regulation 
and taxation in order to allow markets to 
develop. On the other hand, multinational 
corporations are complaining that it it is hard 
to operate in states where there is no 
regulation and laws and human rights are  
not upheld. 

“Of course you will never see welfare 
states in developing countries in the way 
you do in europe,” Brown says. “But you 
do see states such as Cambodia building 
up their capacity to uphold labour 
standards so companies can operate 
effectively there. They don’t grant export 
licences to companies unless they adhere 
to these standards and submit to 
inspections. It’s not ‘command and 
control’ regulation but it is involving the 

state in the process of development.”
At the saïd Business school, Brown, 

together with steve New, co-ordinates The 
Oxford-Achilles working Group on social 
responsibility. The Group brings guest 
speakers to the school to generate debate 
about corporate social responsibility issues. 
recent speakers have included Graham 
Baxter of BP; katie stafford of marks and 
spencer; and subroto Bagchi of mindtree 
Consulting. “we’re not interested in Pr 
representatives coming to the school,”  
she says. “we’re interested in empirical 
research and evidence about how corporate 
social responsibility works on the ground.”

Brown also teaches a range of courses 
involving political risk, business-state 
relations and corporate social responsibility. 
“Teaching international business to me is 
about making people aware that when you 
source from a factory in vietnam, you are 
involved in a location, in a political economy, 
in a local polity. You have to understand how 
the institutions, the culture in that place 
affect your ability to operate.” 

“For executives, it’s about risk manage-
ment. If you’re going to spend a lot of money 
on your corporate social responsibility 
programme you have to understand that its 
implementation is going to look different 
across different spaces. so rather than going 
to the place where it looks cheapest and 
regulation is lowest, if you’re worried about 
reputation, you need to consider the 
regulatory framework – in practice as well as 
on paper.” 

dana Brown is Lecturer in International 
Business at the saïd Business school.
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ana Brown first became 
interested in emerging 
economies when she spent a 
year in post-communist russia 

as part of her undergraduate politics degree. 
“It was 1992 which was a really turbulent 
year for russia,” she recalls. “I worked as an 
inventory control manager in an American 
construction firm. everything was being 
stolen – toilet seats in particular were a real 
commodity! I learned a lot of colourful 
language from the russian construction 
workers.” 

The experience allowed Brown to witness 
the creation of a market economy at first 
hand. what she saw was small markets being 
created by people who would now be called 
“the local mafia”. “From one perspective, 
they were really local entrepreneurs who 
were controlling the market, creating the 
rules of the game, because the government 
wasn’t stepping into that space,” Brown 
says. “I became fascinated by this method  
of market construction because it was very 
different from my understanding of how 
markets were supposed to work.”         

much of Brown’s research, as a rhodes 
scholar at Oxford, as a postdoctoral 
researcher at mIT, and subsequently at the 
saïd Business school, has taken a critical 
perspective on the economist’s view of how 
markets are created. “The typical econo-
mist’s view would be that if you relieve the 
market of its constraints, which was the idea 
in russia with the privatisation programme, 
the market will flourish. But in fact states 
play a big role in constructing markets,” she 
says. “The big mistake in russia was that the 
state completely stepped out and it was left 
with no order at all. The result was chaos.”

Brown’s dissertation focused on how 
social policies were reformed in the 
transition economies of eastern europe. 
“The mantra of the ImF and the world Bank 
and other global organisations to developing 
countries in eastern europe was that the 
state should step out of all these functions 
and minimise its role,” she says. “Yet there 
was a lot of popular pressure for the state to 
do something to protect people. In reality, 
each country defined its own social policy, 
and so its ‘variety of capitalism’ in a different 

D

The Business in Government / 
Government in Business Oxford 
Business Network was founded 
in 2007 by Tara riordan, an 
mBA student interested in 
further exploring public-private 
sector nexus points through 
dedicated discussions and 
activities. Classmates from 
diverse political and professional 
backgrounds encouraged her to 
assemble the OBN to facilitate 
rich discussions on how policy 
impacts business, and how 
business impacts policy.

The Network has a 
membership of more than 50 
students, and continues to 
welcome the engagement of any 
university of Oxford student, 
faculty or alumni intrigued by 
policies, politics and/or 
regulations which impact the 
global flow of commerce, 
including accounting practices, 
the economy’s general health 
and various related topics.  

Alumni wishing to join should 
email tara.riordan@sbs.ox.ac.uk

BUSINESS AS USUAL

NEW BUSINESS  
& GOVERNMENT  
NETWORk

“THE TyPICAL ECONOMIST’S VIEW WOULD BE THAT  
IF yOU RELIEVE THE MARkET OF ITS CONSTRAINTS, 
WHICH WAS THE IDEA IN RUSSIA WITH THE  
PRIVATISATION PROGRAMME, THE MARkET WILL 
FLOURISH. BUT IN FACT STATES PLAy A BIG ROLE  
IN CONSTRUCTING MARkETS.”

By: ANTHEA MILNES

DANA 
BROWN
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Oxford university’s saïd Business 
school has been commissioned by a 
leading development company based 
in saudi Arabia, rakisa Holding, to 
deliver the saudi Oxford Advanced 
management Programme to a group 
of both public and private sector 
executives in the country. This is the 
first programme that the school has 
run in the kingdom.

rakisa will offer over 35 full 
scholarships to saudi civil service 
officers and CeOs of public and 
private sector companies to create  
a more competitive and efficient 
workforce. 

Lalit Johri, programme director, 
said: “we are very excited to launch 
our first executive education 
programme in saudi Arabia. we 
believe that educating talented 
executives around the world will not 
only benefit their respective 
countries, but will also benefit the 
global economy. we see great 
potential in the kingdom and it will 
be a tremendous experience for all of 
us who are taking part in developing 
its people’s talents and capabilities.”

His excellency Amr dabbagh, 
governor of sAGIA (the saudi Arabian 
General Investment Authority), 
commented: “we are supporting 
rakisa and Oxford in this programme 
because we all share a vision of long 
term collaboration to enhance 
competitiveness in saudi Arabia. This 
programme can instill some of the 
methods, values and implementation 
strategies that our business people 
can use to help take our economy and 
society to the next level.”  

OxFORD 
ADVANCED 
MANAGEMENT 
PROGRAMME 
TO RUN IN 
SAUDI ARABIA

BUSINESS AS USUAL

OF THE GULF
GARDEN CITy

By: NEIL SELBy

HIs HIGHNess sHeIkH HAmed BIN ZAYed AL NAHYAN,
CHAIrmAN OF THe CrOwN PrINCe’s COurT, TALks 
ABOuT THe TrANsFOrmATION OF ABu dHABI.

model for the region; the achievements of 
the management of Al Foah in turning 
around the date palm industry from a half 
billion subsidy to a substantial profit in two 
years; the development of an eco-city 
designed by Lord Norman Foster and set to 
become the world’s first self-sustainable 
metropolis; and the role of the department  
of Civil service in implementing human 
resource best practice across all depart-
ments of the government.

It was against this background that 
Oxford university was chosen from a shortlist 
of the best executive education providers in 
the world to work alongside the Abu dhabi 
department of Civil service to help identify 
and fulfil the development needs for Abu 
dhabi’s next generation of leaders.

The first “Abu dhabi Leadership 
development” delegation arrived in Oxford 
on 4 January 2008, barely six weeks after 
the signing of a memorandum of 
understanding. rashid mubarak Al Hajeri, 
Chairman of the Civil service, says, “It is one 

of the fastest programmes we have ever 
developed. we couldn’t have managed it 
without the commitment of everyone at the 
saïd Business school. I’m delighted the first 
programme went so well.”

Those on the first Leadership development 
Programme represented all areas of Abu dhabi 
government from leadership in finance to 
regional administration. All were passionate 
about their responsibility to their people. It is 
this passion, purpose and sense of urgency 
that is most impressive about those we meet 
from Abu dhabi. It is infectious.

I asked sheikh Hamed what drives him.  
“I fear not poverty for my people. what I fear is 
poor leadership,” he said citing the Prophet 
mohammed. “This is a wisdom we have to 
carry with us for our families, for our wealth, 
for our countries, for our religion. Our people 
survived the harsh environment of the desert 
for many hundreds of years. we love this 
place. we can achieve the transformation to 
be a world-class government. we will make  
it happen.” 

founded the united Arab emirates in 1971. 
In doing so, he transformed the Bedouin 
tribes of the area into a modern and 
progressive nation. 

Following sheikh Zayed’s death in 2004, 
his transformational legacy was continued by 
his sons, led by his eldest son sheikh khalifa 
bin Zayed Al Nahyan, President of the 
united Arab emirates and ruler of Abu 
dhabi, and the Crown Prince, sheikh 
mohammed bin Zayed Al Nahyan. It is His 
Highness sheikh Hamed bin Zayed Al 
Nahyan, Chairman of the Abu dhabi Crown 
Prince’s Court, whom I met to discuss the 
creation of case studies and a leadership 
programme for Abu dhabi. 

dressed in a traditional white kandura, 
sheikh Hamed was welcoming and gracious: 
“we aim to be a top five government over the 
next five years,” he says and points to recent 
progress in the united Arab emirates which 
includes: the privatisation of water and 
electricity industries, now acknowledged as a 
model of efficiency in the country and a role 

veryone in Abu dhabi is 
in a hurry. 

The capital of the united 
Arab emirates is determined to 

become a role model for the region over the 
next five years. most visibly, tall cranes are 
building imposing developments on almost 
every part of the Abu dhabi island that lies in 
the blue waters of the Persian Gulf. 
shopping malls rival the best in the world. 
One of the world’s most photographed 
hotels, The emirates Palace, greets guests 
and sightseers from all around the globe.

Less visibly, there is an equally 
fundamental transformation happening 
within the government of Abu dhabi, one in 
which Oxford university’s saïd Business 
school is playing a role. 

The first transformation of Abu dhabi 
happened some 50 years ago after oil and 
gas were discovered in enormous quantities 
off the coast. sheikh Zayed bin sultan Al 
Nahyan, former ruler of Abu dhabi, saw the 
need to build a new regional state and 

E
“THE CAPITAL OF THE UNITED  
ARAB EMIRATES IS DETERMINED 
TO BECOME A ROLE MODEL FOR 
THE REGION OVER THE NExT  
FIVE yEARS.”
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its resources effectively to meet this goal? 
These important questions are addressed in 
a new British Inter-University China Centre 
working paper by Christine Wong, Senior 
Fellow in Chinese Studies at the School of 
Interdisciplinary and Area Studies and at the 
Saïd Business School, University of Oxford.

Under China’s plans to build a 
“Harmonious Society”, China’s leaders have 
pledged to put people first and increase their 
commitment to pro-poor, pro-rural 
programmes. The government’s commitment 
is laid out in some detail in China’s eleventh 
Five-Year Plan. Ministers are already on 
record promising free compulsory education 
in rural areas, “a fair and equitable system  
of health care”, and a minimum living 
stipend scheme. 

With numerous programmes already 
rolled out, the main challenge for the 
government is to maintain funding. Under 
China’s system of decentralised manage-
ment, these programmes are implemented 
by county and township governments, with 
the help of central government funding. As 
Wong’s report shows, however, this 
arrangement may prove inadequate. 

The challenge faced by decentralised 
local government is highlighted by the New 
Cooperative Medical Scheme, a principal 
component of the Harmonious Society 
Programme. The scheme involves rural coun-
ties setting up a community-based risk 
pooling system to provide medical care  
for residents on a voluntary basis. The 
minimum contribution is ¥50 per person 
enrolled, broken down as ¥20 from central 
government, ¥20 from local provinces, 
municipalities and counties, and ¥10 as  
a personal contribution. 

With the majority of financing costs, 
including the administration and collection 
costs, as well as all the financial risks born 
by the counties, some are reining back plans 
for the provision of medical care, to the 
detriment of the local rural population.

Similar funding problems face the free 
rural compulsory education programme.  
The central subsidy at present covers only 
part of revenues lost due to the abolition of 
other fees, leaving large gaps to be filled by  
local government. 

Despite the current funding problems, 
Wong estimates that it is well within central 
government’s compass to finance the various 
initiatives underway. The total cost for a 
programme that is more generous than 
current policy, she says, is around ¥205 
billion, just 12 per cent of central revenues 
of ¥1.65 trillion in 2005, or 16 per cent of 

discretionary central revenues of ¥1.25 
trillion after deducting for tax rebates. 
Indeed, given that most programmes are 
already part funded the net additional cost 
would be much less.

The future success of the Harmonious 
Society Programme, then, is more likely to 
be bound up with the administration of the 
project, and in particular its financial 
organisation, than with the government’s 
overall ability to pay. At present, the low 
input, in percentage terms, of central 
government money towards rural social 
service provision, means central government 
has less control over outcomes. This is 
especially true given the heavily decentral-
ised government system and an apparent 
lack of robust accountability and governance 
provisions. This weak accountability is also 
reflected in relationships between local 
government and service providers.

At the heart of the problem are 
inadequate intergovernmental fiscal 
arrangements, which mean that local 
government does not always have the 
resources required to implement policy 
decisions made at central level. There is also 
a problem with a lack of sound information 
finding its way back up the government chain. 

For example, says Wong, figures reported 
by the Ministry of Finance for budgetary 
expenditure on rural compulsory education, 
are 10 per cent greater than those from the 
Ministry of Education. It is a similar story for 
data reported by different levels of the 
administrative hierarchy. In 2004, for 
example, the sum of central and provincial 
expenditures on education exceeded the 
“national consolidated” figure by 22 per 
cent. Data on social indicators and service 
outputs are even weaker. Metrics such as 
school enrolment numbers, hospital bed 
usage, and so on, are widely considered 
unreliable.

If China is going to sustain its dramatic 
economic progress, it will need to share the 
benefits across society, and that includes the 
rural populace. At present, as is clear from a 
raft of statistics and research, millions of 
Chinese have yet to participate in the 
economic miracle. What is required, 
suggests Wong, is public sector reform that 
addresses issues such as imbalances in the 
intergovernmental fiscal system, the weak 
accountability of local government to central 
government, and the lack of transparency 
caused by problems with information 
gathering and reporting. Tackle these  
issues and Chinese society may be a little 
more harmonious. 
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FINANCIAL
HARMONy

By: STEVE COOMBER

he Chinese economy is 
booming; growth is running at 
around nine per cent as the 
world’s most populous nation 

races towards economic superpowerdom. 
But in China’s economic miracle, not 
everyone is being reborn equal. A massive 
disparity in affluence exists between the 
increasingly prosperous urban classes and 
the millions of rural dwellers. Average urban 
income per capita is over three times the 
average rural income per capita. The Hu 
Jintao-Wen Jiabao administration plans to 
address this situation with its Harmonious 
Society Programme. 

The question is, despite China’s 
incredible success, can the government 
afford to fund the HSP, and can it manage  

T

CHINA wANTs TO BuILd A “HArmONIOus sOCIeTY”,
BuT TO resOLve INTerNAL dIsCOrd IT Needs TO sOrT
OuT ITs PuBLIC FINANCes, sAYs CHRISTINE WONG.

 
Lorne Gross first conceived Word on 
the Street, a Tv series teaching 
english language through comedy, 
while studying for his mBA at the saïd 
Business school. The concept grew 
out of his entrepreneurship Project, 
which focused on synthesising his 
existing skills in finance and private 
equity with more creative activities.

The programme has now received 
100 per cent funding from a 
Canadian national television channel, 
OmNI, under their documentary and 
drama Fund, and will be aired 
nationally after completion.  The show 
has been structured to be suited for 
broadcast television, but at the same 
time it is designed to be highly 
adaptable to new technologies, 
including downloading, podcasting 
and cell-phone viewing.  The 
language orientation can be altered 
with very little capital cost, making 
the series directly marketable to 
limitless regions worldwide.  

Lorne comments: “The mBA 
experience not only served as the 
foundation for my business 
knowledge and skills, but is an 
ongoing, integral part of my career 
and the milestones I have reached.” 

WORD ON  
THE STREET

BUSINESS AS USUAL

“AT THE HEART OF THE PROBLEM ARE 
INADEQUATE INTERGOVERNMENTAL 
FISCAL ARRANGEMENTS, WHICH MEAN 
THAT LOCAL GOVERNMENT DOES NOT 
ALWAyS HAVE THE RESOURCES 
REQUIRED TO IMPLEMENT POLICy 
DECISIONS MADE AT CENTRAL LEVEL.”
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time

Change management  
starts at home
Despite its maturity, 3i remains entrepre-
neurial. The company has recently set up 
an Indian business, an infrastructure 
business, and an Indian infrastructure 
business, as well as creating a quoted 
private equity business line focusing on 
small and mid-cap quoted companies in 
Europe. To keep things from getting stale 
internally, the senior management team 
carries out a bi-annual review of where 
resources should be allocated. One of the 
secrets of the company’s success, accord-
ing to Yea, is that it establishes a clear 
“line of sight” so that everyone under-
stands how the deals  they are doing fit in 
with the organisation’s core strategies. 

CrunCh

Advice for Aspiring privAte 
equity professionAls
Those who want to emulate Yea’s success 
should know that private equity is notoriously 
hard for graduates to get into, with no 
standard routes to entry. Yea’s advice for 
aspiring private equity professionals is to get 
in at the bottom with a major accounting 
firm, consulting firm or investment bank and 
to acquire the experience that will make the 
difference. “Being smart and hard-working is 
not enough,” he says. “It’s a prerequisite, 
but the thing that really makes the difference 
is cumulative experience. The other thing 
that really matters to us in our firm is the 
ability to collaborate and work with others, 
particularly on an international business 
deal. Our teams work internationally every 
hour of every day.”

By: ANTHEA MILNES

hilip Yea, Chief Executive of 
3i, does not fit the stereotype 
of the asset-stripping, 
profiteering, private equity 

buccaneer. In fact, among private equity 
professionals, he is notable for paying more 
income tax than his company cleaners, for 
his commitment to full disclosure of 
information, and for taking the time and 
trouble to explain to both journalists and 
executives that private equity is “not the 
work of the devil”. 

Equally the firm he runs does not fit the 
“slash-and-burn” stereotype of private 
equity houses. Founded after the Second 
World War by the Attlee government, 3i’s 
pioneering remit was to provide risk capital 
to small and medium sized enterprises. 
Then, it was a British company with a mere 
£10 million of capital to invest. Sixty years 
on, it is an international venture capital and 
private equity firm with a £4 billion market 
capitalisation. It is the only FTSE 100 
private equity house and has recently  
been praised in the press as “the 
acceptable face of private equity”.

Fiscal Fumbling
3i might have been one of the few private 
equity firms to emerge from the summer’s 
UK Treasury Select Committee enquiry into 
private equity with its reputation enhanced, 
but while Yea may be in favour with the  
UK government, he is not afraid to 
challenge them. 

Asked whether the abolition of 
taper relief will make the UK less 
attractive to entrepreneurs, he 
comments: “One of the 

P

PhiliP Yea, chief executive of 3i,
talks about the credit crunch 
and the future of private equity.

critical things for any country’s attractive-
ness is consistency of policy. To abolish at 
very short notice a policy tool that by any 
measures was successful – even according 
to the Treasury’s own figures – and for that 
policy tool to be changed overnight, with no 
consultation, is clearly an issue. Many 
people over the last five or so years have 
taken the risk of going out, setting up a 
business, believing that running it in a 
particular way they would be taxed in a 
particular way in due course. And that has 
changed. That clearly makes it less 
attractive for people to do that in future.”

CrunCh time?
Sitting happily in the mid-market area, 3i 
has been hit less hard by the recent market 
turbulence than the mega funds with their 
high profile mega-deals. But as growth 
slows, most private equity houses are 
braced for a bumpy landing. So will 3i ride 
out the storm? “Over the last couple of 
years, we have been routinely avoiding 
straight auctions, or being very clear about 
why we’re in an auction,” Yea says, “and 
we’ve been routinely modelling in multiple 
contraction – what happens if the right debt 
packages are not available when we come  
to exit.”

The company has also been 
building its own banking 
team. “One of the  
 

features leading up to the credit crunch was 
investment banks competing,” Yea says, 
“providing the whole debt and then 
syndicating it through to other players. 
Through having our own banking team, we’ve 
got the relationships that allow us to carry on 
placing debt reasonably efficiently.” 

Last words
Yea gives the impression of someone who, 
while not complacent, has seen it all before. 
“We’re going through one of those periodic 
adjustments where people say ‘it’s all over’, 
he comments. “I’ve been in this industry for 
20 to 25 years, and I can tell you that the 
private equity model has such considerable 
advantages that there is a long-term trend 
towards what we do. This is a way of working 
with companies that management teams 
enjoy, where there’s ability to really make 
progress, undertake changes and develop 
new markets. To anybody who thinks it ended 
with the credit crunch, I’d point out that 
those advantages are unchanged.” 

“THE PRIVATE EQUITy MODEL HAS 
SUCH CONSIDERABLE ADVANTAGES 
THAT THERE IS A LONG-TERM TREND 
TOWARDS WHAT WE DO. TO ANyBODy 
WHO THINkS IT ENDED WITH THE 
CREDIT CRUNCH, I’D POINT OUT 
THAT THOSE ADVANTAGES ARE 
UNCHANGED.”

PHILIP YeA, CeO, 3i
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equity in specialised retail chains like luxury 
brands, consumer durables and semi 
durables and the government is considering 
a proposal from the Indian Investment 
Commission to allow FdI in food retailing 
with the provision that all companies would 
have to meet certain export obligations.

western retail firms, unsurprisingly, agree 
with these moves. speaking at the world 
retail Congress in Barcelona in march 
2007, sir Terry Leahey of the uk’s Tesco had 
expressed his frustration: “Around the world, 
there is still often an instinct for govern-
ments to defend entrenched interests rather 
than to allow new market entrants to 
compete fairly. ‘economic patriotism’ is just 
a fancy way of saying ‘protectionism’; and 
protectionism is always bad for consumers.” 

what are the alternatives? It is tempting 
to look inwards for salvation and rely upon 
domestic resources alone to transform the 
sector. substantial investments are indeed 
being made by Indian industrial combines. 
reliance Industries announced a five-year 
retail investment programme in 2006 of 
us$5.6 billion. much of this investment was 
to be in supply chain and infrastructure, and 
the company had aimed to roll out more than 
1,000 reliance fresh food stores in 35 cities 
by the end of 2007 alone, alongside 
speciality stores and hypermarkets in a 

“farm to fork” strategy. But the programme 
has been delayed and in any case, FICCI 
estimates that more than us$30 billion 
investment is required by 2011 to create a 
strong domestic sector. where will this  
come from?

India has begun by favouring a hybrid 
route in the form of back-end partnerships 
between Indian businesses and foreign 
firms. keeping foreign retailers at arm’s 
length in this way may seem attractive, but 
such partnerships have their weaknesses 
too. much courtship is in evidence, but there 
are also plenty of jilted suitors around. even 
when an apparently appropriate partnership 
has been struck, foreign retailers can ideally 
look to local partners for their in-depth 
knowledge, but may be less willing to 
commit the skills, resources and expertise  
to develop efficient and effective value 
propositions which are not wholly owned.  
For example, it is rumoured that wal-mart 
will receive fees for the advice it gives Bharti 
on store operations. Inevitably, while this is a 
less satisfactory entry route for foreign 
retailers, it is also a lower risk one. 

Am I treating FdI liberalisation as 
inevitable? Perhaps I am. But the focus  
on liberalisation neglects other, less 
controversial, measures which could be 
taken and might provide an early and strong 
basis to modernise the sector. Classifying 
retailing as an industry brings access to 
financial and investment incentives. Tax 
reform could facilitate cross-state flows of 
products and tax holidays promote the 
development of necessary infrastructure. 
The dire shortage of talent is affecting all 
those seeking to modernise. Promotion of, 
and support for, retail training programmes 
at all levels would be a prerequisite for the 
development of  
the sector.

Interviewed at the 2007 world retail 
Congress, reliance retail President Bijou 
kurien was asked about the prospects for the 
Indian market and the threat posed by 
foreign entrants. He was upbeat in his 
response. “The more the players, the faster 
the growth of organised retailing,” he 
observed, a view confirmed by FICCI 
secretary General Amit mitra: “retail 
modernisation in India is a ‘win-win 
possibility’.”  
 
 
Jonathan reynolds is director of the Oxford 
Institute of retail management at the saïd 
Business school, university of Oxford.

At present, despite being the largest and 
most fragmented employer after agriculture, 
India’s retail sector remains one of the least 
organised in the world in terms of market 
size. As much as 96 per cent of the country’s 
12 million stores are less than 500 square 
feet in size and the top five retailers account 
for less than two per cent of the modern 
retail market. The question about retail 
modernisation is, however, how to go about 
it. And how to go about it in a way which 
balances economic and social welfare goals.

These are not simple questions and have 
preoccupied politicians, investors and not 
least the “mom-and-pop” shop owners and 
their representatives, such as India FdI 
watch, who feel their livelihoods are at risk. 
Currently, foreign direct investment (FdI) of 
up to 51 per cent is allowed in single-brand 
retailing, whereas multi-brand retailing has 
not so far been open to foreign participation. 
The Federation of Indian Chambers of 
Commerce and Industry (FICCI), has 
repeatedly called for liberalisation of the FdI 
regime, arguing that the sector will not be 
able to grow to its full potential without full 
international investment and support. There 
appear to be signs of liberalisation on the 
horizon, although equally very many political 
obstacles: the Finance minister’s economic 
survey recommended 100 per cent foreign 

recent study of India’s 
consumer market, undertaken 
by the mckinsey Global 
Institute, suggested that by 

2025, it would be the fifth biggest in the 
world (from twelfth position today). The 
number of middle class consumers will 
multiply tenfold to more than half a billion. 
The 23 million wealthiest citizens will 
outnumber the entire population of 
Australia. The rhetoric is familiar but for this 
journey to take place a number of enabling 
economic and social transformations must 
occur. Among the most significant of these 
is the transformation of retailing.

A modernised retail sector is a 
prerequisite to successful consumer market 
growth. Large-scale organised retailing 
provides extended and abundant choice for 
consumers and a reliable and consistent 
supply of products at keen prices, because 
of the buying power such companies are 
able to command. The product choices 
made by retailers and the showcases they 
offer also constitute drivers of social change 
by inspiring and educating increasingly 
aspirational consumers. As a “gatekeeper” 
employer and a purchaser of goods and busi-
ness services in its own right, a modernised 
sector can make a much broader contribu-
tion to economic growth and social stability. 

A

RETAIL
MAkEOVER
THe TrANsFOrmATION OF reTAILING IN
INdIA Is AN esseNTIAL sTeP IN THe 
deveLOPmeNT OF ITs CONsumer mArkeT. 

By: JONATHAN REyNOLDS

submit the essay together with their 
application. each applicant may only 
submit one essay for consideration, 
which will be assessed by the 
executive mBA Committee. The 
applicant who produces the best 
essay will benefit from a 50 per cent 
fee remission. The scholarship is only 
available for self-funded applicants. 

For further details, go to  
www.sbs.ox.ac.uk/emba/apply

The saïd Business school is pleased 
to announce the creation of a new 
scholarship for women applying to the 
Oxford executive mBA programme. 
The scholarship, worth £23,000, will 
be offered to a european woman 
applying for the executive mBA for 
2009 entry. It will be awarded to the 
winner of an essay competition on the 
topic, “Is the glass ceiling a male 
conspiracy?”.

To be considered for the 
scholarship, applicants need to 

In addition, the school will enhance 
the professional development 
available to executive mBA 
students. The support already 
offered by professional coaches and 
the school’s careers service will be 
strengthened by the intervention of 
sector consultants and the 
introduction of individual sessions 
designed to give students the 
opportunity to discuss their personal 
development plan with their 
supervisor. 

Finally, a lifelong executive mBA 
module will be organised each year 
from 2010. This initiative will offer 
emBA alumni the chance to refresh 
their knowledge, re-connect with 
one another, and renew their 
commitment to the school.  

For further information about  
the programme, email 
Sarah.kemp@sbs.ox.ac.uk.

From January 2009, the Oxford 
executive mBA will feature an 
overseas module, enhanced 
professional development opportuni-
ties and an annual lifelong learning 
module for alumni.

After gathering feedback from 
participants, the saïd Business 
school will be making some major 
changes to the Oxford executive mBA 
programme starting in 2009. 

The programme will include two 
additional modules, one of which will 
take place overseas. The overseas 
module will be built around a 
particular theme and delivered by 
saïd Business school faculty in 
conjunction with local business 
leaders. Participants will have the 
opportunity to experience a new 
business environment and culture 
first-hand while still benefiting from 
Oxford’s prestigious education.  
 

NEW OxFORD ExECUTIVE  
MBA WOMEN’S SCHOLARSHIP

NEW OVERSEAS MODULE FOR 
THE OxFORD ExECUTIVE MBA

BUSINESS AS USUAL

BUSINESS AS USUAL

“AT PRESENT, DESPITE BEING THE LARGEST AND MOST 
FRAGMENTED EMPLOyER AFTER AGRICULTURE, 
INDIA’S RETAIL SECTOR REMAINS ONE OF THE LEAST 
ORGANISED IN THE WORLD IN TERMS OF MARkET SIZE.”
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t’s what most doctoral students 
dream of; coming to the end of 
their studies and receiving a 
blank cheque with their name 

on it. This was the infinite fortune of Thomas 
Whitfield, a 26 year-old final year doctoral 
student at Christ Church College. The 
cheque in question was not merely blank but 
one with “whatever it takes” written where 
the figures should have been, and was 
presented to Whitfield after he won the 2007 
Ideal Idol contest, Oxford University’s 
equivalent of BBC television’s entrepreneuri-
al talent show, Dragon’s Den. Two of the 
judges were so impressed by his pitch they 
sidestepped the £10,000 prize money to 
pledge him their own personal funds as 
backing. 

Not content to set about changing the 
course of history through his biochemistry 
research into vaccines for AIDS and 
Hepatitis C, Whitfield wants to change the 
way that history itself is created, at least on 
the Internet. His winning idea, then called 
Design the Time, now called Moment of the 
Day, is a virtual timeline stretching back into 
the past as well as projecting forwards into 
the future. Visitors to www.miomi.com will 
be able to find out what happened around 
the world at an exact moment on any given 
day and be able to literally buy time with 
individual minutes being sold for US$1. 

“It is an idealistic idea to provide a 
webpage where people can shape history,” 
explains Whitfield. “It has components of 
other sites, like YouTube, Flickr, Wikipedia. 
People imbed their own memories onto a 
framework we provide. We give a background 
to help prompt ideas, for example, what were 
you doing when the plane crashed into the 
north tower of the World Trade Center? 
History is very individual.”   

I

As with Facebook or Flickr, you can use the 
site on both a private and public level,  
so it can function, say, as a diary or as a time-
line for you or your family to access or the 
personal history of a couple from first kiss to 
wedding bells. “There is so much informa-
tion on the web and we wanted a way to 
aggregate it,” says Whitfield. “Every video or 
photo comes with information attached and 
we thought there should be a way to 
aggregate it all to give a picture of exactly 
what is going on in the world at any 
moment,” he says. 

Whitfield’s own historical moment came 
while on a residential course with a friend, 
now Miomi partner, Karl Heinz Toni. “We 
were discussing other business ideas and it 
just came to us,” he says. The pair has since 
taken on another partner, Richard Schreiber, 
who, like Heinz Toni, was a co-student with 
Whitfield at Germany’s Bavarian Elite-
Academy. Scottish born, Whitfield was raised 
in his maternal home country, Germany, but 
he maintains that Britain currently has the 
best opportunities for entrepreneurs.

“Unlike Germany, there are lots of people 
doing the same thing here or things with a 
similar spirit,” he explains. “In Germany the 
barriers to entry for entrepreneurs are much 
higher. For example, to get limited liability 
you need at least €25,000 whereas you can 
do it here for more or less nothing. And 
investment culture is much more advanced 
here, more like America. There are far more 
venture capitalists here than in Germany. 
The UK remains the best place to create 
innovation for the broadest European 
market.” 

And does he think that without this 
investment his idea would not have seen the 
light of day? “No, we would have found 
another way of getting it out there but Idea 

Idol and Oxford Entrepreneurs can really 
take credit for providing a panel, an event 
and a vast network for us to take our idea  
to and meet with people who really wanted 
to move it on,” he says. “I’m not saying you 
need to study at Oxford or win a competi-
tion for a new business to work, not at all, 
but you do need to get in touch with the 
right people.” 

And he certainly has. Microsoft has 
been quoted as saying that it believes the 
idea has “the potential to be the next 
YouTube or Skype”. They have since come 
on board as partners with Miomi for new 
technology (incorporating software like 
Silverlight and Microsoft Virtual Earth) and 
distribution. Miomi’s original financial 
backers, Dan Wagner and Sháá Wasmund 
from Bright Station Ventures, have thrown 
the weight of their multi-million dollar 
investment fund behind the website and 
this after hearing just a 30-second pitch.

“I got everyone in the room to close 
their eyes and think of their special 
moment in time,” says Whitfield.  
“It was a very different approach to the 
other teams,” he says. Unlike Whitfield, 
other competitors took every second of 
their two-minute “elevator pitch” to sell 
their idea, packing in the facts and figures. 
Yet it was the simple idea that won out. 

A simple idea that has subsequently 
grown into a team of eleven people 
including CEO Jonny Crowe, formerly with 
Yahoo Search Marketing. “It was good to 
get some grey hair into the team,” smiles 
Whitfield. “I never imagined dedicating all 
my time to the business. Part of the deal 
was that I could return to finish by DPhil. I 
very much see myself as an entrepreneur 
and I want to go on creating ideas.” 

And does he have any? “Of course! 
Many. But we’re in stealth mode at the 
moment so the only person I discuss them 
with is my girlfriend,” he laughs. In the 
meantime, that cheque of his will go far 
beyond paying off costs incurred during all 
those years hunched over the microscope. 

weLCOme TO MIOMI, THe PLACe wHere YOu CAN mAke 
YOur PersONAL mArk ON HIsTOrY.

By: SARAH BARRELL
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OxFORD
GOES TO SILICON VALLEy

At a professional level, many Oxford 
graduates from both Saïd’s MBA and 
undergraduate programmes move to Silicon 
Valley each year. The Oxford Business 
Alumni society recently conducted an 
online survey to understand attitudes to 
entrepreneurship and new venture creation 
by Saïd Business School alumni. The 
survey revealed that the top location for 
alumni new ventures is North America with 
29 businesses started by respondents.

 There are around 60 California-based 
Saïd Business School MBA and Executive 
MBA alumni and many others who studied 
at Oxford, including Reid Hoffman, founder 
of LinkedIn, who studied postgraduate 
philosophy at Wolfson College.

Igor Sill, Managing Director of Geneva 
Venture Partners based in California, says: 
“Having attended Oxford University’s Saïd 
Business School, I can attest to Oxford’s 
formal, disciplined and highly quantitative 
approaches to starting and successfully 
managing businesses with far greater 
predictability over Silicon Valley’s lottery 
winning ‘cowboy’ approach. Yet it’s become 
clear to me that the combination of Oxford’s 
advanced business teachings coupled with 
Silicon Valley’s innovative entrepreneurial 
approaches is absolutely unbeatable.”

 Jessica Livingston, Y-Combinator 
co-founder, expanded on Oxford’s place in 
the entrepreneurial landscape in her blog 
(www.foundersatwork.com). “The Saïd 
Business School struck me as extremely 
energetic and dedicated to developing a 
real sense of entrepreneurship. In fact the 
School seemed a lot like a startup itself.  
It’s quite young as B-schools go, but 
obviously determined to rise quickly 
through the ranks,” she says. “Including 
our winter ‘08 batch, Y-Combinator will 
have invested in seven start-ups with 
founders from Oxford. In total we’ve 
invested in 80 UK startups, so they’re ten 
per cent of our investments.” 

Oxford has traditionally had fewer 
channels than West Coast institutions by 
which to develop ideas into commercial 
ventures but with the Business School as  
a means to focus and develop such 
opportunities the future looks exciting. 
“Oxford can truly become a leader in 
developing next-generation entrepreneurs,” 
says Victor Seidel. “As entrepreneurship 
moves into ever more complex domains 
that combine elements of policy, the 
environment, social concerns, and evolving 
technology issues, we will see that the  
intellectual base we have here in Oxford  
is well-suited as a platform for such 
ventures.” 

he Silicon Valley Comes to 
Oxford event held in 
November 2007 (see 
opposing page) highlighted 

just how well-represented Oxford University 
is in this dynamic region. Oxford alumni and 
faculty play a variety of roles in shaping the 
Silicon Valley landscape, and connections 
between the two centres of entrepreneurship 
are thriving at both academic and profes-
sional levels. 

 “There is a great deal of knowledge 
capital flowing back-and-forth between 
Oxford and Stanford,” says Victor Seidel, 
University Lecturer in Entrepreneurship. 
“Saïd Business School faculty, such as 
David Barron, Eammon Malloy, Marc 
Ventresca, and myself, have all spent 
long-term visits at Stanford. We in Oxford 
have in turn hosted Stanford faculty such as 
Professor Woody Powell, a leading authority 
on biotechnology entrepreneurship, and 
Professor Thomas Byers, an expert on 
technology entrepreneurship. In addition to 
our business school ties, there are also a 
number of faculty in Oxford more broadly 
who provide bridges between the two 
institutions, such as policy expert Timothy 
Garton Ash and technology policy expert 
Paul David.” 

 

T

INCreAsINGLY, THe TrAFFIC
BeTweeN OxFOrd ANd
sILICON vALLeY Is TwO wAY. 

By: SARAH BARRELL

SILICON    
VALLEy
COMES TO OxFORD
By: SARAH BARRELL

THe ANNuAL sILICON vALLeY COmes TO OxFOrd eveNT 
Is NOw A LeAdING eurOPeAN eveNT FOr deBATe ANd 
NeTwOrkING IN eNTrePreNeursHIP.

ast November, for the seventh 
year running, the Saïd 
Business School welcomed the 
entrepreneurial great and good 

from America’s West Coast into its lecture 
halls, under the banner “Silicon Valley 
Comes to Oxford”. The length of the VIP 
table at the welcoming plenary session gave 
an indication of how this event has come of 
age; at the inaugural forum in 2001 there 
was one eminent speaker; while at the latest 
event, among the fifteen Silicon Valley 
luminaries who attended were Reid 
Hoffman, founder of LinkedIn, Biz Stone, 
co-founder of Twitter, Paul Graham and 
Jessica Livingston of Y-Combinator, and 
Chris Sacca, head of special initiatives at 
Google. 

A defining feature of this year’s event  
was the inclusion of success stories from 
members of the Oxford Entrepreneurs’ 
society, who came to network and to talk to 
delegates about their experiences in Silicon 
Valley since graduating. Since it was 
established in 2003, Oxford Entrepreneurs 
has become the largest student community 
in Europe. Bob Goodson, one of its 
co-founders and former chairmen, is among 
the most recent Silicon Valley high 
achievers. “The trend towards entrepreneur-
ship here at the University is tremendous. 
It’s changed ten-fold over last few years,” 
said Goodson, speaking at one of the 
afternoon’s master classes. “It’s a very 
exciting place to be right now.” 

Goodson’s CV includes strategic 
developmental roles at such stellar online 
start-ups as Yelp and YouNoodle, and he 
secured his first job offer from Yelp and 
Paypal co-founder, Max Levchin whom he 
met at the Silicon Valley Comes to Oxford 
event in 2003. “Back in 2003, I talked to an 
awesome set of people here and heard their 
visions for the net,” says Goodson. “This was 
before the phrase Web 2.0 had been coined. 
It was a pretty bleak time, yet numerous fast, 
scalable business ideas were being 
presented.” 

Speaking alongside Goodson at a master 
class, were Oxford alumni Kirill Makharinksy, 
co-founder of YouNoodle; and Harjeet  
and Kulveer Taggar, co-founders of  
Auctomatic.com, a site that helps you sell  
on eBay. “Through this event we networked 
for office space out in the US,” says Harjeet 
Taggar. Taggar goes on to explain that he and 
his cousin made the move to America to be 
in a culture where businesses know how to 
get the best out of people, to maximise 
productivity. “And of course there’s the 
investment potential,” he says. “But now 
there are so many more investment 
opportunities in the UK than there were;  
far more business angels around.”  

L

There is no doubt that the UK still has some 
way to go to match the Valley’s critical mass 
and organic business eco-systems, but 
Taggar believes that Britain is growing as an 
entrepreneurial hub. “British entrepreneurs 
tend to have the raw talent and ideas, plus 
the tendency to try and knock things down,” 
says Taggar. “Americans aren’t as outward- 
looking as Europeans, so investors are now 
looking to UK and European companies for 
ideas outside US markets.” A case in point  
is Boso.com, the company Taggar founded 
together with his cousin while studying law 
at Oxford which later morphed into 
Auctomatic and became the first UK 
company to be accepted onto the prestigious 
Y-Combinator investment programme. 

So how can the Thames Valley move 
closer in spirit to Silicon Valley? “Oxford is 
becoming a real centre for both social and 
commercial entrepreneurship in the UK, if 
not Europe,” says Mike Malone, journalist 

and former editor of Forbes magazine. 
“Oxford has historically created hugely 
influential institutions and there’s no reason 
to think that it shouldn’t be doing the same 
today. I think in five years we will see a 
couple of very important companies come 
out of Oxford and in ten years perhaps 
something like Silicon Valley’s Apple,  
Google or Hewlett Packard.”  

DATE FOR yOUR DIARy
THE 2008 SILICON VALLEy COMES TO 
OxFORD EVENT WILL TAkE PLACE ON  
23 NOVEMBER AND WILL FEATURE 
ENTREPRENEURS FROM EUROPE 
ALONGSIDE THOSE FROM CALIFORNIA. 
ITS THEMES WILL BE INTERNATIONAL 
ENTREPRENEURSHIP, INFORMATION 
TECHNOLOGy AND THE GREEN  
REVOLUTION. 
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responsibilities in davos,” he says. “One was 
to meet future potential Young Global 
Leaders, while the other was connected with 
the Forum’s global education initiative, 
bringing together governments, civil society 
and the private sector, to improve educa-
tional infrastructure in different countries.”

Currently, the initiative focuses on egypt, 
Jordan and India, and it is kumar’s 
responsibility to interact with the education 
ministries of the three countries and to talk 
to the private sector about getting involved in 
improving the educational infrastructure.

“we had an event at davos related to the 
education initiative,” says kumar. “studies 
show that schistosoma flatworm infection in 
school-age children is a major cause of 
falling school attendance and increasing 
dropout rates in many countries, such as 
mozambique, India, Cambodia, and 
vietnam. But because this is not a very 
glamorous topic, government policies tend 
not to be directed towards tackling this issue.”

kumar and his fellow Young Global 
Leaders started the “deworm the world” 
initiative, enlisting the help of Cherie Blair  

as ambassador. In fact, attendees of the 
“deworm the world” event at davos 
witnessed the unusual sight of Cherie Blair 
masquerading as an intestinal worm, 
attempting to reach a posse of young leaders 
pretending to be schoolchildren, before she 
was collared by former Bill Clinton aide Gene 
sperling, pretending to be a teacher carrying 
the necessary anti-worm medication.

“we were trying to create awareness and 
disseminate information about the worm 
infection and how easy it is to cure,” says 
kumar. “research shows that if a child could 
be given appropriate medicine, it increases 
their chances of going to school, and costs 
roughly three dollars per child per year.  
we are piloting a project in a mozambique 
school in April, and then in Cambodia,  
and by the end of 2008 we hope to have  
it in 40 schools in four different countries.”

It is a good example of how discussions  
at davos can have tangible results.

BRINGING GLOBAL LEADERS  
TOGETHER
The Oxford-davos connection continues  

to strengthen. In addition to the names 
mentioned here, other saïd Business school 
mBAs connected with the world economic  
Forum include: Padmini Gupta, Jesse 
Fahnestock, Peter Bisanz, ernest darkoh  
and François Bonnici.

“davos is fascinating,” says kumar.  
“It is a great platform to bring global leaders 
together. where else can you find so many 
leaders from all walks of life coming together 
and debating global issues to find  
solutions?” 

“As an employee it was a great 
experience for me. You not only meet very 
talented people, but within the space of just 
a week, from all the different sessions and 
panels, you get an overview of a range of 
global issues; it makes you think about what 
is really important in the world.”  
 
 
WATCH THE OBA WEBSITE FOR DETAILS OF 
OxFORD’S PRESENCE IN DAVOS IN 2009.

including Nick.”
wilkinson also moderated part of the 

session called “designing for resilience” – 
looking at how businesses can contingency 
plan and future proof against shocks to their 
business, using the analogy of complex 
adaptive systems such as the brain – and 
was a panellist on a session called the “New 
Forecasters Toolkit” – “that was around 
forecasting, the practice of forecasting, its 
effectiveness and its shortfalls”.

MORE THAN A TALkING SHOP
some commentators dismiss davos as all 
talk, no action. But sujeet kumar, another 
saïd Business school mBA alumnus at the 
world economic Forum, rejects this: “There 
are criticisms that davos is becoming more 
of a talking shop, but that’s not true,” says 
kumar. “Historically, there have been many 
concrete outcomes from davos – but you 
need to have the dialogue and discussions 
before anything concrete happens.”

kumar works with the Young Global 
Leaders team, with specific responsibility for 
Asia and the middle east. “I had two main 

industry and make them think about broader 
trends over the longer term.”

Other sessions davis was involved with 
included one on the future of the middle 
east, and also a session about how science 
and technology might reshape the business 
landscape in the twenty-first century.

RETHINkING THE BUSINESS 
LANDSCAPE
This last session on science and technology 
had a strong saïd Business school 
connection as it was presented by Angela 
wilkinson, director of scenario planning and 
futures research at the James martin 
Institute for science and Civilization, based 
at the saïd Business school.

“The session was built around the notion 
that combinations of science and technology 
are producing different types of challenges 
and opportunities, and that there is a 
convergence, a blurring of the boundaries 
between sciences,” wilkinson says. “we 
tend to have utopian and dystopian 
polarisations about the future of technology. 
I was trying to stop people thinking in those 
terms, and instead think more realistically 
and creatively about what would motivate 
change around science and technology.”

wilkinson got a group of senior 
executives to play a card game using certain 
prompts on cards to build scenarios, and 
then asking what the implications of those 
scenarios would be for their business.

“It was a rethinking of the business 
landscape, and I designed and delivered  
that session working with the world 
economic Forum scenario planning team – 

n January 2008, the world’s 
most influential political and 
business figures gathered at the 
world economic Forum in 

davos to tackle the key issues facing the 
planet. Among them were a number of saïd 
Business school alumni and faculty.

NEW SCENARIOS
when Nick davis completed his executive 
mBA at saïd Business school in december 
2006 he successfully applied for a fellowship 
on the Global Leadership programme at the 
world economic Forum (weF), a not-for-
profit organisation “committed to improving 
the state of the world by engaging leaders in 
partnerships to shape global, regional and 
industry agendas”.

“I joined the scenario planning group,” 
says davis. “It is charged with looking at 
medium to long term possibilities in specific 
regions and industries.”

davis was involved in several sessions at 
davos. One session focused on the future of 
pensions and healthcare financing. “we had 
a workshop with a group of senior executives 
from the healthcare and financial services 
industries, plus top policy makers, and 
academics. we asked them to think about 
three different futures for the year 2030, 
related to how pension and healthcare systems 
might evolve at a global level,” he says.

“It was a fantastic session with some 
really interesting social, financial and 
institutional reactions to different solutions, 
and that’s exactly what we are trying to do; 
take people out of their current quarterly 
forecast, or four- to five-year plan for the 
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SkOLL WORLD FORUM

THe FIFTH skOLL wOrLd FOrum FOCused ON THe CuLTurAL
CHALLeNGes INvOLved IN reALIsING sOCIAL CHANGe.

By: ANTHEA MILNES

he fifth skoll world Forum on 
social entrepreneurship took 
place at Oxford university’s 
saïd Business school from 

26-28 march. The Forum, organised by the 
skoll Centre for social entrepreneurship at 
the school in collaboration with the skoll 
Foundation, focused on the theme of 
“culture, context and social change” and 
was attended by around 700 social 
entrepreneurs, academics, financiers, 
politicians, policy makers and others from 
over 40 countries around the world.
 speakers at the Forum included: Jimmy 
Carter, former president of the united states; 
Al Gore, former vice president of the united 
states; Jeff skoll, Founder and Chairman of 
the skoll Foundation and Participant 

Productions; Professor Lord Giddens, former 
director of the London school of economics 
and Political science; Paul Collier, author of 
“The Bottom Billion”; and Phil Hope, 
Parliamentary secretary and minister for the 
Third sector in the uk. 

The Forum featured a range of sessions 
of interest to social entrepreneurs, including 
a strand focusing on different aspects of the 
main theme. Panels addressed topics such 
as: “empathy and ethics: drivers of our 
shifting culture”; “women, culture and 
social change”; “The internet, mobile 
technology and cross-cultural 
 communication”; and “storytelling in  
the modern world”. 

THE DyNAMICS OF WORkING 
CROSS-CULTURALLy
As part of the opening session, a panel of 
social entrepreneurs told stories about the 
cultural challenges they had faced in the 
course of their work. The panel comprised 
Nafis sadik md, uN special envoy for HIv/
AIds in Asia and the Pacific, karen Tse, 
Founder and CeO of International Bridges to 
Justice, and Jody williams, founding 
co-ordinator of the International Campaign 
to Ban Landmines and winner of the Nobel 
Peace Prize, and was chaired by Pat 
mitchell, President and CeO of the Paley 
Center for media. 

Nafis sadik, who started out working to 
improve women’s reproductive health in 
Pakistan, pointed out that while you have to 
take culture and traditional values into 
account to achieve change, you cannot allow 
these to be used to justify behaviour or 
actions that are discriminatory or deny 
people’s human rights. second, she said, 
you have to work with local people, not drop 
in solutions remotely. Third, you cannot work 
through confrontation. much as she often 
disagreed with the value of local community 
leaders she encountered, she realised she 
had to work with them to find solutions.

karen Tse, who has worked in countries 
such as Cambodia, vietnam and China to 

achieve legal reform, described how in her 
early work she engaged with police officers 
outside the framework of the law to affect 
change. she devised training for police 
officers which started out with establishing 
participants’ motivation and values. she 
could then tackle their poor human rights 
practices by showing them they were not 
creating the kind of society they truly 
wanted. 

Jody williams, who worked in 95 countries 
to negotiate a ban against landmines, said 
one of the biggest challenges she faced  
was getting everyone to believe that the 
campaign was their own. It meant involving 
every organisation and every representative 
in the overall strategy, then breaking down 
the strategy into a campaign for each 
country. respect for and trust in your 
partners and colleagues is crucial, she said, 
as is communication. 

LESSONS LEARNED 
At the closing session, a further panel of 
social entrepreneurs chaired by david 
Bornstein, journalist and author of “How to 
Change the world”, summarised the lessons 
they had learned from working within 
different cultures and contexts. The 
panellists were: vicky Colbert de Arboleda, 
Founder and director of escuela Nueva; 
rupert Howes, CeO of the marine 
stewardship Council; Fiona muchembere, 
Programme manager for Institutional 
development for CAmFed International;  
and Jacqueline Novogratz, Founder and CeO 
of Acumen Fund, a non-profit global venture 
fund. 

rupert Howes, who has set up a 
certification and labelling programme for 
sustainable fishing, said that his work at the 
marine stewardship Council has sometimes 
felt like “trench warfare”. In response to his 
organisation’s vision of healthy, productive 
marine ecosystems and sustainable seafood 
supplies, he said he had met attitudes 
ranging from indifference to hostility. The 
msC has had to engage with small 
developing world fisheries, large fisheries, 
the supply chain, conservationists and 
consumers. Persistence is key, Howes said. 

Getting “in-country” representatives and 
formalising governance structures so that all 
stakeholders are represented have also 
proved crucial. seven per cent of global 
fisheries are now in the programme, but 
Howes is aiming for 100 per cent.

Fiona muchembere has worked with 
CAmFed in rural communities in Zimbabwe, 
Zambia, Tanzania and Ghana to empower 
girls and women by supporting their primary, 
secondary and tertiary education. In 2007, 
400,000 children benefited from CAmFed 
support. she said that from the outset they 
learned that it was important to create 
alliances with key people in local communi-
ties who have influence – local government 
authorities, chiefs, school staff and parents 
– in order to achieve a shift in women’s status.  

vicky Colbert de Arboleda said she was 
fortunate to initiate escuela Nueva in 
Colombia because it is like five countries in 
one: the Andean area, the coffee region, the 
Caribbean, the Pacific west coast, and the 
Amazon region. They had to adapt the model 
to local conditions such as the rhythm of 
agricultural life, so that children could 
participate in the coffee harvest. They had to 
work with the community to get parents 
involved and to bring local community 
knowledge into the schools. 

Jacqueline Novogratz said that in her 
work she has found there is sometimes a risk 
of over-empathy. “we can attribute to culture 
what is really due to poverty,” she said, and 
so we reduce our expectations rather than 
setting our standards really high. she also 
pointed out that it is for all of us to change 
our own culture – to think of ourselves as 
global citizens – taking on thorny issues 
across sectors, and creating models that  
may be messy at first but will become clear 
over time. 

 
To watch videos or read blogs from the 2008 
skoll world Forum, visit  
http://www.socialedge.org/features/
skoll-world-forum

SkOLL AWARDS FOR SOCIAL 
ENTREPRENEURSHIP
On the second evening of the Forum, the 
skoll Awards for social entrepreneurship 
were presented by Jimmy Carter, former 
president of the united states, Jeff skoll, 
Founder and Chairman of the skoll 
Foundation and Participant Productions, 
and sally Osberg, President and CeO of the 
skoll Foundation. Addressing the delegates, 
Jimmy Carter mentioned the social 
entrepreneurs who had inspired him, who 
included: willis wright, a black sharecropper 
in Georgia, who was the first black man to 
register to vote in webster County, Georgia; 
don Hopkins, an African American who after 
witnessing trachoma in egypt became an 
expert in preventative healthcare and helped 
to eradicate smallpox in Africa; and Norman 
Borlaug, a dirt farmer from Iowa who went 
into agricultural research and helped to 
develop a staunch species of high yield, 
disease resistant wheat, which he introduced 
to India and Pakistan, saving hundreds of 
millions of lives. 

eleven social enterprises were given skoll 
Awards. They were: 

Jenny Bowen, 
Half the Sky Foundation 

matt Flannery and  
Premal shah, 
kiva.org

Jeremy Hockenstein and  
mai siriphongphanh, 
Digital Divide Data 

Connie duckworth, 
Arzu

mark Plotkin and  
Liliana madrigal, 
Amazon Conservation Team (ACT)

michael eckhart, 
American Council on Renewable Energy

mitch Besser and Gene Falk,  
mothers2mothers

Paul Farmer, 
Partners in Health 

daniel Lubetzky, 
PeaceWorks Foundation

mechai viravaidya, 
Population and Community Development 
Association (PDA)

Cecilia Flores-Oebanda,  
Visayan Forum Foundation  
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On 25 January 2008 the vice-
Chancellor of the university of Oxford, 
dr John Hood, signed an mOu 
announcing the establishment of the 
Oxford university India Business 
Centre (OuIBC).  The signing 
ceremony was held on the sidelines of 
the world economic Forum at davos, 
in the presence of mr Ajit 
Gulabchand, the principal benefactor 
of the Centre, and Professor Colin 
mayer, Peter moores dean of the saïd 
Business school.

The Centre will be located at saïd 
Business school and will contribute, 
on an independent basis, to the 
examination of major policy questions 
that are of central concern to business 
and government in India. As part of 
his support to the Centre,  
mr Gulabchand has also endowed a 
new chair, the Ajit Gulabchand 
Professor of Indian Business studies 
at the university of Oxford.

In announcing this initiative,  
dr John Hood, said: “The primary 
objective of this research centre is to 
learn from India’s business success.  
A clear understanding of the issues 
faced by India and their innovative 
solutions, as India transitions from 
poverty to prosperity, will form a guide 
to future generations of countries 
attempting similar transitions.”

Alongside research and teaching 
at Oxford, the Oxford university India 
Business Centre will develop a range 
of custom and open-enrollment 
executive education programmes, 
some of which will be delivered at 
Lavasa, a new township being 
developed by the Lavasa Corporation  
near Pune, in western India. A 
scoping study has been undertaken to 
pinpoint the management develop-
ment needs of leading corporations  
in India and elsewhere. 

OxFORD 
UNIVERSITy 
INDIA  
BUSINESS 
CENTRE

BUSINESS AS USUAL

Chairman of the securities and exchange 
Board of India (seBI), Jairam ramesh, the 
minister of state for Commerce & Industry, 
Government of India and Professor Colin 
mayer, Peter moores dean, saïd Business 
school.

The session began with a welcome 
address by the master of ceremonies for the 
evening, April Gow, Group director at Gow 
Board Consulting. This was followed by a 
keynote address from Professor Colin mayer, 
a renowned expert in the field of corporate 
governance and a founder member of the 
european Corporate Governance Institute 
(eCGI). 

Professor mayer said: “Corporate 
governance has risen to the top of the policy 
agenda over the last few years. It is now 
recognised as being critical to both corporate 
and economic performance and at the heart 
of the competitive strength of nations.”  

The Forum comprised two sessions. In 
the first session, mr sherratt, vice-Chairman 
of Lehman Brothers set the stage with a 
scholarly presentation on the theme of 
corporate governance and capital markets. 
He then invited mr Turley and mr damodaran 
to speak on the subject, before throwing it 

open to the audience for questions. The 
second session saw Jairam ramesh, minister 
of state for Commerce, invite sarbanes and 
Oxley to speak on the sOx Act and its 
implications for companies the world over. 

Joining the debate at the Forum were 
several distinguished Indian business 
leaders, including: Ajit Gulabchand, 
Chairman, Hindustan Construction 
Company, kalpana morparia, Chief strategy 
Officer, ICICI Bank, Nimesh kampani, 
Chairman, Jm Financial, Ian Gomes, 
Chairman, New & emerging markets, kPmG 
and Zia mody, Partner, AZB & Partners.

The vice-Chancellor of the university of 
Oxford, dr John Hood, gave the closing 
address.

The 2008 Forum was telecast as a 
two-part special on CNBC Tv 18. 

he 2008 Oxford India 
Business Forum saw a 
high-powered panel of global 
leaders join a gathering of 

academics, business representatives and 
policy makers in mumbai to debate issues 
surrounding “corporate governance and 
capital markets”.

The panellists at this year’s Forum 
included senator Paul sarbanes and 
michael Oxley, the authors of the sarbanes-
Oxley Act of 2002, which transformed 
corporate governance following the corporate 
scandals that rocked the business world at 
the beginning of the twenty-first century. 

Issues surrounding corporate governance 
have occupied centre-stage in boardrooms 
across the world, with governments and 
stakeholders keen to do everything possible 
to protect investor confidence and prevent 
unethical actions by rogue or mismanaged 
companies. 

This was the first occasion on which 
sarbanes and Oxley had spoken together on 
a platform in India. Joining them were: 
James Turley, the Chairman of ernst & Young 
India, Peter sherratt, the vice-Chairman of 
Lehman Brothers, m. damodaran, the former 

T

CORPORATE
seNATOr PAuL sArBANes ANd mICHAeL OxLeY, AuTHOrs
OF THe sArBANes-OxLeY ACT, were AmONG THe sPeAkers
AT THe 2008 OxFOrd INdIA BusINess FOrum.

GOVERNANCE AND CAPITAL

By: VINAy MENON

The Oxford India Business Forum provides a platform for 
global business leaders, academics, policy makers and 
sector specialists to debate some of the most pertinent 
issues affecting business, economic and social growth in 
this part of the world. Further details about the Forum 
can be found at www.sbs.oxford.edu/india 
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Linda Scott and Catherine Dolan 
made a successful bid to the 
esrC/dFId to fund a project 
entitled “Avon in Africa: 
reducing Poverty through Global 
exchange”. This project 
examines the potential for the 
trade of manufactured 
cosmetics, specifically Avon 
products, to alleviate poverty and 
foster empowerment among 
women in south Africa. The 
award is for £164,309 for a 
two-year project beginning in 
march 2008.

Dana Brown and Ngaire Woods 
have co-edited a book entitled 
Making Global Self-Regulation 
Effective in Developing Countries 
published by Oxford university 
Press in October 2007. The book 
presents the state-of-the-art in 
analysing self-regulation and 
points to a new and improved 
approach. It features cases 
spanning Cambodia, east Asia, 
and south Africa which bring to 
life the politics of corporate 
activity and self-regulation

Christopher Mckenna has won 
the 2004-2006 Newcomen-
Harvard Book Award in Business 
History for his book The World’s 

BUSINESS
USUALAS

Newest Profession: Management 
Consulting in the Twentieth 
Century. The award is made every 
three years by the editorial 
Advisory Board of the Business 
History review and is offered for 
the best work in the field of 
business history. Chris has also 
been elected a Fellow of the 
royal Historical society.

Anthony Hopwood has been 
chosen as the 2008 recipient of 
the Lifetime Contribution to 
management Accounting Award. 
The award recognises individuals 
who have made significant 
contributions to management 
accounting education and 
research over a sustained period 
of time through scholarly endeav-
ours, teaching excellence and 
educational innovation.

Jonathan Reynolds has 
completed a project commis-
sioned by NesTA in 2007 to 
examine innovation in the retail 
sector, as part of the uk 
Government’s Innovation in 
services. This project investi-
gates the nature of the 
“innovation that matters” in 
retailing and discusses the role 
for government in supporting 
these particular forms and 
systems of innovation to  
create greater economic and 
social value. 

Transforming 
wagering in The 
world of finance 
After graduating from the Oxford 
MBA programme in 2001, 
martyn holman went to work for 
Boston Consulting Group for two 
years before joining Betfair, the 
online sports betting company. 
Betfair uses innovative retail 
exchange technology to enable 
multi-participant, direct person-
to-person interaction, allowing 
market consensus to set the most 
appropriate price rather than the 
bookmaker. 

After seeing the Betfair model 
in action, Holman recognised its 
potential to transform wagering in 
the world of finance. The 
company’s new ventures team, 
co-founded by Holman, therefore 
proposed a spin-off company to 
the Betfair board. As a result, in 
2007 Tradefair became the first 
business to be spun out of the 
Betfair Group. 

In March 2008, Tradefair 
appointed robin osmond, a 
graduate of Worcester College, 
Oxford and former senior 
investment banker, as its chief 
executive with a brief to 
revolutionise the way people 
speculate on stock markets, 
commodities and currencies.

See www.tradefair.com for 
further information.

OxOnians debate the 
impact Of climate 
change On business 
Nearly 300 people attended this 
year’s Oxford Business Alumni 
Australia Forum to hear leading 
figures from business and 
politics debate the impact of 
climate change on business.

The event, which was held 
on 15 November 2007 in 
Melbourne, was chaired by the 
Australian radio broadcaster 
alan Jones. The panel included: 
 
•	 sir Rod eddington, chairman   
 of JP Morgan and former chief  
 executive of British Airways  
•	 don henry, executive director   
 of the Australian Conservation  
 Foundation and president of   
 the Australian Committee of   
 the World Conservation Union  
•	 greg hunt, parliamentary   
 secretary to the minister for   
 foreign affairs  

•	 Ziggy Switkowski,	former	CEO			
	 of	the	Australian	telecom-	
	 munications	company	Telstra		
•	 The Honourable Malcolm   
 Turnbull,	minister	for	the		 	
	 environment	and	water		 	
	 resources,	federal	member	for		
	 Wentworth		
•	 Richard Pratt,	chairman	Visy		 	
	 Industries,	foundation		 	
	 chancellor	Swinburne		 	
	 University	of	Technology,		 	
	 1998	Environmental		 	
	 Visionary	of	the	Year.

There	was	a	lively	debate	on	
the	evidence	on	and	conse-
quences	of	climate	change	and	
what	alternatives	should	be	
pursued	for	addressing	it	in	the	
future.	The	Forum	was	webcast	
live	and	video	and	audio	files	are	
available	at	www.oba.com.au

The	event	was	sponsored	by	
the	Boston	Consulting	Group.	
Funds	raised	went	to	support	the	
OBA	(Australia)	Boston	
Consulting	Group	Scholarship	at	
the	Saïd	Business	School,	which	
provides	financial	support	for	
outstanding	Australian	and	New	
Zealand	students.	

OxOnians gather in 
new yOrk
Over 100 prospective and past 
students of Oxford University 
gathered at the University Club 
of New York on 7 January 2008 
to join in a panel debate about 
the relevance of European 
financial markets to the US.

Colin Mayer, Peter Moores 
Dean of the Saïd Business 
School, opened the discussion 
with a view of developments in 
European financial markets. tim 
Jenkinson, Professor of Finance 
at the School, then explored 
private equity as an alternative 
source of governance. neil 
simpkins, Senior Managing 
Director of the Blackstone Group 
predicted a slow start for private 
equity in the first half of 2008 
followed by an upturn in activity 
in the later part of the year. 
henny sender, a journalist with 
the FT, completed the line of 
panellists; and gordon Crovitz, 
former publisher of the Wall 
Street Journal and Executive  
Vice President of Dow Jones, 
moderated the session.

The panel concluded that 
despite the slow down in the 
markets, private equity is here to 
stay. The growth of private equity 
in European financial markets is 
highly relevant to the United 
States, but has to be considered 
in the context of other trends, 
such as the increasing role of 
sovereign wealth funds, and the 
amount of capital emanating 
from Asian markets.

Participants then adjourned 
for a canapé supper and further 
discussion. One alumnus 
commented: “It was great to be 
intellectually stimulated and 
challenged again, and to realise 
that I can still grasp new ideas 
and concepts!”

New professor of 
busiNess taxatioN 
appoiNted 
The Oxford University Centre for 
Business Taxation at the Saïd 
Business School is delighted to 
announce that professor 
Clemens fuest has been 
appointed as the Centre’s 
Research Director. He will take 
up his post on 1 October 2008. 
He is currently one of the 
Centre’s International Research 
Fellows.

professor Michael devereux, 
Director of the Centre commented: 
“I am delighted that Clemens 
Fuest will be joining the Centre. 
As one of the leading young 
economists in Europe, and more 
generally as one of the leading 
thinkers in the field of taxation, 
he brings both a remarkable 
research output and authority in 
contributions to tax policy.”

Professor Fuest commented: 
“The Centre for Business 
Taxation is already Europe’s 
leading institution for research 
into business taxation. With its 
interdisciplinary and interna-
tional team, it offers a unique 
environment for research and 
policy debate. I am very 
enthusiastic to join this team 
and to contribute to the Centre’s 
development and success.”

Clemens Fuest is one of the 
leading economists in Europe 
working in the field of taxation. 
The German daily business 
newspaper, Handelsblatt, ranked 
him among the top six 
economists under the age of 40 
in Germany. In addition to his 
academic work, Professor Fuest 
is Chairman of the Scientific 
Advisory Board of the German 
Federal Ministry of Finance. 

FACULTy AND RESEARCH  
NEWS IN BRIEF
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Accounting in the globAl erA
As businesses have grown globally, account-
ing has to adapt, according to conventional 
wisdom. International Accounting Standards 
(IAS) and International Financial Reporting 
Standards (IFRS) have been established. If 
you believe the brochures, the new “interna-
tional”, “harmonised” accounting standards 
make for “efficient” financial markets by 
rendering companies’ performance and sta-
bility more “transparent” and “comparable”. 

The reality is somewhat different. 
Professor Shyam Sunder of Yale University, 
who was president of the American 
Accounting Association (2007), has been 
openly critical of the current monopoly by  
accounting rule makers. At Oxford 
University’s Saïd Business School, we are 
also sceptical. Why? Because relying on 
any one set of accounting rules means that 
we are presented with a particular view of 
corporate reality – one that may not highlight 
the things that the majority of stakeholders 
want to see. Having different, competing 
accounting standards in fact leads to better 
representation of corporate reality.

The corporate reality that is currently 
presented by IAS / IFRS reflects the values 
and needs of investors, in particular, inter-
national institutional investors. The IAS / 

IFRS rules are written by the London-based 
International Accounting Standards Board 
(IASB) which promotes the idea of “fair 
value” (that is “market value”) accounting 
focusing on providing information that is 
useful in making financial investment deci-
sions. That’s fine for global investors, but 
may not be so for other stakeholders.

Impacts of Ias / IfRs on  
multIple stakeholdeRs
The average CEO or CFO, for example, is 
unlikely to feel that market value accounting, 
which is often at the mercy of volatile finan-
cial and real estate markets, reflects their 
company’s true operational performance. 

Contrary to the name, “fair value”  
accounting allows managers a lot of discre-
tion in how they present their accounts, not 
least because most balance sheet items do 
not have clear and objective market values.  

This is one of the main reasons why Japan 
still objects to IAS / IFRS rules. The 
Japanese business community fears that 
senior managers may lose their highly 
disciplined approach to financial manage-
ment if the level of profit can be so easily 
and legally manipulated by accounting. 
They also “feel” that pressure from foreign 
investors with short-term goals makes it dif-
ficult for managers to focus on the long-term 
strategies that have historically been a key 
strength of many Japanese companies. That 
is why the accounts of Japanese companies 
show “normal operating profit”, a measure 
which IAS / IFRS are about to drop from their 
accounting standards. 

The voices of employees and community 
representatives are rarely heard in arguments 
about the formulation of accounting standards, 
despite the fact that community  

representatives are increasingly seen 
as significant stakeholders in business. 
Meanwhile, “fair value” accounting means 
that tax officials and lawyers have lost  
access to the objective data they need to 
do their jobs effectively. Additionally, under 
the current international system, politicians 
and other stakeholders who care about their 
domestic welfare and environmental sustain-
ability have no way to measure companies’ 
performance in these areas. Accounting 
used to be a means to control national 
economy as well as corporate behaviour,  
but politicians are about to lose their control. 

Strategic accounting for  
“better” corporate reality
At Oxford University’s Saïd Business School, 
and in academic accounting departments 
around the world, pluralist and social 
constructivist researchers argue that there 
is room for multiple, competing accounting 
frameworks to operate simultaneously, so 
that different kinds of accounting can be 
used to present different pictures of corpo-
rate life. Globally standardised accounting 
means efficient comparative information 
for one purpose, but it also means cheap 
superficial outline information for all  
other purposes.

From this perspective, we often advise 
companies, public organisations, and  
national accounting standards bodies to 
come up with their own accounting frame-
works designed to show their various  

stakeholders what they want to see. Some 
companies have developed cutting edge 
environmental accounting which, it turns out, 
is attracting investors as well as environmen-
talists. Some arts organisations, educational 
institutions and government bodies, have 
come up with their own distinctive ways to 
present their accounts to the public. A few 
powerful emerging economies are already  
trying to develop their own accounting stand-
ards that focus on sustainability as well as 
growth – a framework which could well take 
over the IAS/IFRS framework in the future. 

Tomo Suzuki is University Lecturer of 
Accounting at the Saïd Business School,
and Tokunin Professor of Sustainability 
Management at Osaka University. Email: 
Tomo.Suzuki@sbs.ox.ac.uk
 

he great German writer 
Johann Wolfgang von Goethe 
has one of his characters in 
Wilhelm Meisters Lehrjahre 

call double-entry bookkeeping “one of the 
finest inventions of the human mind”. His 
portrayal may have been ironic, but if you 
do bookkeeping well, you really do feel the 
beauty of it. 

In the history of accounting, the Venetian 
form of double-entry bookkeeping is perhaps 
the most famous. Merchants recorded debits 
on the left-hand side of the page and credits 
on the right. Today, the number of transac-
tions and corresponding ledger entries can 
exceed a million a year, but the same princi-
ples apply. By keeping systematic records in 
this way, we believe we see a picture of how 
a company is performing and whether or not 
it is financially secure. But this picture is a 
work of art rather than a digital snapshot.

ART
THE

ACCOUNTING

T

By: TOMO SUZUkI

OF 

ACCOuNTs PAINT A PICTure OF A COmPANY’s
PerFOrmANCe, BuT IT Is A wOrk OF ArT
rATHer THAN A dIGITAL sNAPsHOT.




