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Talk to Carlton Rotary 24th April 2018 
 
 
 
 
Thank you for inviting me to speak to you today.    For many years I have been a member of 
Melbourne Rotary which, as you know, is both the oldest and the largest Rotary club in 
Australia.  I am in the process of moving to Daylesford Rotary which, with slightly less than 
20 members, is at the other extreme.   Annie, my wife (through whom I know Casey), and I 
live most of the time there but also have an apartment here in Carlton.  This is our favourite 
part of Melbourne and we moved here quite recently. 
 
I spent thirty six years working for the Shell Group of companies in eight different countries 
and in positions varying from analyst to chief executive.  Shell believed in rotating you 
around a lot of different jobs and I even spent some time as Marketing Vice President for 
Europe.  What I knew and know about marketing could be written on a very small piece of 
paper.  I could tell you about a horrendous mistake during that time but it would take too 
long.   
 
After retiring from Shell, I spent fifteen years as a non-executive director, including a period 
as chairman of a publicly quoted company and as chairman of an applied ethics foundation.  
Towards the end of my time as a director I became a university student and graduated last 
year with a master’s degree in linguistics.  I am now in the early stages of working towards a 
Ph.D. 
 
So I’ve tried quite few things and picked up quite a few lessons on the way.  The subject of 
my talk is Mistakes –particularly but not only the ones I have made – and how we can learn 
from them.  
 
You don’t have all day and I have made many, many mistakes so I’ll be selective and pick my 
top few!  I don’t know why people are so unwilling to admit to their errors.  I think it may be 
a male thing and yet another reason to call for diversity in leadership teams.   I was 
reminded that Peter Beattie is probably the most well-known exception to this as I saw him 
apologising for the mess up at the Commonwealth Games closing.  And having seen Kelly 
O’Dwyer make a fool of herself rather than admit that the government made a mistake in 
resisting the banking commission perhaps it’s not just a male thing.   People know when 
you’ve made a mistake.  Just come out and admit it. 
 
One of the most common and understandable mistakes is the unwillingness to risk asking a 
stupid question or to show one’s ignorance.  Let me illustrate this with one of my own 
experiences.  
 
I spent five years living and working in Singapore, a major oil trading and refining centre.  
During that time we set out to build a massive piece of refining equipment called a 
hydrocracker.  This consisted of a complex array of vessels, pipes, pumps etc all mounted on 
a massive concrete framework. 
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One day, the refining director (I was the finance director) reported to our management 
meeting that the concrete pedestal on which a compressor was mounted was of bad 
quality.  Basically it was mainly sand.  The contractor had, it turned out, been making a bit of 
extra money on the side.  The compressor would have to be demounted and the pedestal 
remade. 
 
What do you think was the obvious question for a team of managers to ask?  A very simple 
one:  “what about the rest of the concrete”.  No one asked that and a year later, to cut a 
long story short, we had to demount all the equipment and rebuild.  A delay of a year and 
cost of over $100 million. 
 
So next time you’re worried about whether your question will make you look a fool, ask it all 
the same.  You never know what gem you might unearth. 
 
But you do have to ask the right question 
 

A young executive was leaving the office late one evening, when he finds the CEO standing 
in front of a shredder with a piece of paper in his hand. 

“Listen,” said the CEO, “this is a very sensitive and important document here, and my 
secretary has gone for the night. 

Can you make this thing work for me?” 

“Certainly,” the young executive says. 

He turns the machine on, inserts the paper, and presses the start button. 

“Excellent, excellent!” says the CEO as his paper disappears inside the machine. 

“I just need one copy.” 

 
 
A third and related maxim is to listen.  It never ceases to amaze me how little trouble people 
running all sorts of things take to listen properly to the comments of those who know, care 
and are affected by their decisions.  I have for many years been involved in trying to help a 
small group of indigenous people at a homeland in Arnhemland.  I can understand why 
Australia has wasted millions of dollars on very little progress in improving the situation 
there.  Not listening is not the only reason but it’s an important ingredient.  For example, 
they built a house for the elder without consulting him or his people.  It was a typical 
suburban house.  But in that part of the world they always cook food outside.  The spanking 
new kitchen was wasted (and the house cost at least four times as much as it should have 
but that’s another story). 
 
Closer to home and larger in scale is the forex options scandal at the National Australia 
Bank.  I was on the board at the time in 2004 where more than $300 million was lost by 
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traders speculating and concealing their losses.  This led to sackings, resignations and a 
major split in the board.  It was clearly demonstrated that a culture had been allowed to 
develop where a few supposedly successful traders were able to behave like arrogant 
bullies.  The actual offenses were simply a culmination of the sick culture.  Both the 
chairman and the chief executive resigned.  Both good people in themselves but they 
accepted responsibility. 
 
The lessons, more than a decade later, are very clear and vivid.  Once again they have to do 
with listening, with concerning oneself not just with the hard results of analyses but with 
the softer but key elements of values and cultures.  On the dealing floor it was well known 
that this group was out of control.  But the culture in the bank was such that no one felt 
able to “blow the whistle”.    It also transpired that dealers from other banks were well 
aware and had spoken to our senior executives about the issue with no reaction.  The 
dealers were making a lot of money and that was the dominating factor. The rise of the 
short term financial incentive had no doubt contributed to the problems and that is a 
separate issue about which I shall talk briefly later. 
 
My next issue is the question how, even if you are willing to listen, you get people to talk?  
We hear a lot about whistleblowers these days.   Well they have their place but they are not 
the solution.  There is no single one but symbolism is important.  Every time that you react 
with gratitude to real honest, if unpleasant, information you pass on a general message.  
And the famous “Management by Wandering Around” should be supplementing by 
“Management by showing genuine interest in the people doing the real work and by 
showing that you realise they know a lot more about it that you do” 
 
Many years ago I had a secretary (nowadays called a personal assistant), a pleasant, quiet 
woman called Mary.  This was my first secretary and I was quite proud of my consultative, 
egalitarian style of dealing with her.  After about three years I wandered in to her office one 
day and said “how’s it going”.  Well that opened the floodgates and finished with her telling 
me that she had been about to resign for all sorts of reasons which could be summed up as 
my style of management.   Why had I taken three years to extract all that?  Well you may 
ask.  I was flat out all the time trying to impress my bosses and had not found the time to 
listen to my secretary as a person. 
 
So asking and listening are important parts of leadership.   But setting a direction is also of 
course key and here one of the most common failings is lack of clarity.  It is surprisingly 
difficult to be sure that the message you are trying to give is the one which is received.  One 
would suppose that this would be particularly so when dealing with people whose native 
language is not English.  But in fact that is not the case.  When we deal with English speakers 
we think we don’t need to make the effort which we do with non-natives.  We risk 
becoming sloppy.    
 
I was once in charge of the oil refining and marketing businesses of Shell here in Australia.  
They were not very profitable (in spite of the continuous exposés of oil company price 
gouging) and we had to engage in difficult cost cutting.   It so happened that an inspection 
of the Geelong refinery by the government authorities showed drainage areas which were 
badly deteriorated, risking a severe pollution incident.  In our communications about the 
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need to keep costs down we had failed to make clear that this should not lead to any 
compromise on safety and environmental protection.  So, not surprisingly, costs were cut in 
this area as well. 
 
How do you give important but intangible issues the same weight in people’s behaviour as 
the hard, quantifiable ones by which they are paid?  Again, let me come back to this. 
 
But first, I want to say a few words about the importance of emotion in business.  Many 
people think of big business as run by some kind of humanoid robots, who crunch numbers 
and produce decisions without a moment’s thought for their human implications.   But all of 
us know people who work in these companies (no doubt some of you do) and know that 
their employees are subject to the all the same uncertainties and fears as the rest of us – 
and also to the concerns about the impact of business on society if not steered rightly.   But 
for that very reason we tend to over rely on the results of analysis – on numbers.  They at 
least give an unambiguous answer and if they say, shut the branch, then that seems to be 
the right answer.  But it is not always so.  I had a friend who was a leading expert in 
“outrage” and who always said that unless people feel that they have involvement and 
some influence on corporate decisions they are likely to be at best sceptical and at worst 
hostile. 
 
Perhaps one of the key differences between management in the corporate and the political 
worlds is that the former runs by analysis, the latter by emotion.  That’s an overstatement 
but has some truth in it.  I think we’d all agree that politicians and the electorate would be 
well served if there was less emotion and more analysis.  Well, I think it is also true that the 
corporate world would be well served if there were less analysis and more emotion.  Well 
perhaps not less analysis!   I learnt this during my time in Germany 
 
I ran the Shell Company in Germany for a number of years.  During my time we became 
subject to a Greenpeace campaign concerning a floating storage tank in the North Sea 
(called the Brent Spar) which Shell proposed to tow out to the Atlantic and sink (where it 
would have joined thousands of tons of sunk ships).   Greenpeace appealed to the German 
love of the environment with slogans such as “you wouldn’t sink your car in the river – why 
let Shell sink its dirty equipment in our seas?”  We resisted – the decision had been analysed 
in detail and approved under the EU regulations as being the least cost environmentally 
acceptable solution.  There was an outcry, we were boycotted in Germany, condemned by 
all sides of politics, pilloried by the Lutheran church.    Eventually Shell gave in and a 
different solution was found.   During the discussion about what to do I have never 
forgotten a young union representative who said to us “why don’t you at least postpone the 
sinking while people have a chance to discuss the matter” and we reacted that all the 
analysis had been done and the approvals obtained - if we were to start listening to the 
public and their emotional outbursts we would never be able to take responsible decisions. 
 
We made at least three mistakes.  Firstly listening is always the right thing to do.  Secondly 
people’s emotions are a valid input to business decisions.   Respect the people you are 
dealing with.   Thirdly, if you are already distrusted don’t expect people to accept that your 
internal deliberations are giving the right answer.  By the way, this was more than twenty 
years ago but it seems very up to date. 
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Let me finish with a few words about the long term – and financial incentives.  As I’ve 
already said, people have a natural tendency to act on hard data.   Where emotions:  social 
implications; not to speak of preservation of history or beauty are in the way, our natural 
tendency is to go with progress – business or economic.  If we pay people purely or 
primarily on their financial results then this tendency is strengthened. 
 
And these are not usually bad people.  Pay most people large amounts of money to act in a 
certain way and they will do that and convince themselves that “collateral damage” is 
unfortunate but inevitable. 
 
What is the answer?  If we don’t link people’s rewards to performance we lessen their 
incentives to manage effectively.   But if we do make the linkage we get the consequences 
described. 
 
My view is that this dilemma is best resolved by radically lessening (some would say 
eliminating) the rewards for short term performance and making the rewards for long term 
performance key.  By long term I mean not just two or three years but five or ten.  The more 
senior the executive the longer term should be the incentive.  It takes five to ten years 
before the negative effects of cutting costs too deeply, or continuously overselling the 
performance of a product, or mistreating customers become sufficiently apparent to 
damage the reputation and ultimately the value of a company. 

I wonder how many of you remember the term “Rogernomics”.  It applied to a period in 
New Zealand, in the eighties, when the then Finance Minister, Roger Douglas, engaged in a 
programme of radical privatisation.  I remember when New Zealand Rail was privatised 
reading that they had been able to reduce the number of engineers from 55,000 to 5,000.  
Amazing.  Ten years later the railways starting falling apart. 

I chaired a company which was in some difficulty when I joined its board.  Radical cost 
reductions were made.  It was ten years later that it became clear that much of our 
manufacturing facilities were in a very bad state and many millions of remedial dollars had 
to be invested. 

It’s very difficult to think long term when your company is under pressure.   But it is as well 
to remember that the changes you make will probably cut into flesh and well as fat and 
have a hard look after some years to restore the balance.  If your rewards are oriented to 
the long time that is more likely to happen. 
 
As I mentioned at the beginning, I spent a number of years as board member and chair of an 
applied ethics foundation, The Cranlana Programme Foundation.  I think ethical behaviour is 
as difficult to learn as safety and companies should spend far more time educating their 
managements in this.  It’s very easy to decide that stealing is unethical.  But what is the 
ethical balance to be struck between cost management and the human consequences of 
putting people out of work?  Or, to take a very current issue, what is the right balance 
between the risks of fracking (a way of extracting fossil fuels) and the need for energy?  Or 
should concerns about global warming lead us to a complete cessation of the use of all fossil 
fuels?   
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These are not easy questions.  They do need sensible analysis but when that is done the 
right balance to be found needs an understanding of ethics.  Often there is no absolutely 
right answer but ultimately the important question is “what will be the effect of our actions 
after ten years on our company,  on our employees and on the society within which we live”  
Until and unless business learns this its reputation will remain where it is now. 
 
As we all know, business communication with the public often sounds like a not very well 
programmed robot.  As with politicians businessmen would in my view be much better 
served if they got rid of all their communications advisers and spoke as people.  
 
Ultimately however unless the substance behind the reputation is worthy, no amount of 
communication will improve it.  In our modern world we all have to be aware that the truth 
will out. 
 
We do have to ask ourselves what really is the purpose of economic growth – this will be 
the subject of a study by CEDA later this year.  I look forward to the outcome. 
 
Let me finish with a story which to me illustrates the point. 
 
An American businessman was at the pier of a small coastal Mexican village when a small 
boat with just one fisherman docked. The American complimented the fisherman on the 
quality of his fish and asked how long it took to catch them. The fisherman replied that it 
only took a little while. The American then asked why didn’t he stay out longer and catch 
more fish. The fisherman said he had enough to support his family’s immediate needs. 
The American then asked, “But what do you do with the rest of your time?” 
The fisherman said, “I sleep late, fish a little, play with my children, take siesta with my wife 
Maria, stroll into the village each evening where I sip wine and play guitar with my amigos. I 
have a full and busy life, señor.” 
The American scoffed and explained how he could work longer hours, buy more boats, build 
up a business, move the US, float his company and make millions of dollars 
The fisherman asked, “But how long will this all take?” 
To which the American replied, “Fifteen or twenty years.” 
 “Millions? Then what?” 
The American said, “Then you would retire. Move to a small coastal fishing village where 
you would sleep late, fish a little, play with your kids, take siesta with your wife, stroll to the 
village in the evenings where you could sip wine and play your guitar with your friends.” — 
 
Thank you for inviting me to speak 
 
 


