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I wish they would give me over to me. Inside me, there is good news. 
Others look for good news outside themselves.

– Jalaluddin Rumi, Sufi poet and scholar (1207–1273)

The year 2008 will always have a unique status in history. The year’s 
events dramatically changed the world and impacted more people in 
more countries of the world than perhaps any other single year since 
the Second World War. The most talked-about news of the year was 
the election of Barack Obama to hold the office of the President 
of United States of America, kindling hope and cheer not only in 
the country of his residence, but even in the farthest corners of the 
world. His election generated a new wave of expectations among 
communities from all walks of life, irrespective of age or religion – 
the expectation that this may pave the way for a new crop of global 
leaders who are genuinely more conscious of the needs and perspec-
tives of the ‘silent majorities’, the underprivileged and the marginalized
people all over the globe.

In a way, his emergence may have something to do with the ‘crisis 
of leadership’ that the political and business world encountered in 
recent decades – culminating in what economists say was the most 
serious financial catastrophe ever faced, coupled with complete lack 
of political leadership to take timely preventive action. The result 
was a collapse of the global economic system with the accompany-
ing spectre of sustained long-term unemployment in most parts of 
the developed world. More worrisome is the fact that it was really 
a failure of ‘the best and the brightest’ people – the alumni of the 
most prestigious institutions of the world, who joined the financial 
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4 | Quest for Exceptional Leadership

sector en masse, in preference to any other sector, and became proac-
tive accomplices in complete degeneration of whatever was left of 
business ethics. Through sheer greed and reckless leadership, they 
institutionalized the culture of scant regard for anything that did not 
fill their personal coffers. A few sane voices that signalled caution 
remained cries in the wilderness.

The rot did not just end there. This unwittingly gave fillip to 
an opportunistic culture of leadership – creating an unsustainable 
vocabulary of success, unsuspectingly facilitated by business schools 
and applauded by media as the role model.

That was not the only thing that happened. The entire govern-
ment machinery and the regulatory framework became either a 
willing collaborator or a silent spectator; they merely watched and, 
through sheer lethargy, ended up in accelerating the downslide well 
beyond the financial sector.

More than seven years later, we have not only been unable to 
resolve the aftermath of the 2008 debacle, but have also let so many 
other grave issues become a perennial part of our lives:

• Why did this happen?
• Was this avoidable or was this the natural corollary of the

growth of gross wealth?
• Was this a cyclic phenomenon or was it the consequence of a

fundamental structural malaise?
• Is it a sheer coincidence that virtually all the players in this

global debacle were men only?
• Can anything be done to ensure this does not happen again?
• What are the drivers that brought this about in the first place?
• Who are the key players that could help bring about a trans-

formation?
• And finally, what type of leadership do we need in the coming

decades to reverse the tide and re-channelize efforts and ener-
gies towards creating a more just and equitable society?

This book is an attempt to analyse these issues and to understand 
what is at stake, identify key players with the power to make a dif-
ference and whether and how they can initiate the creation of a 
new, sustainable, humane business ethos. In this process, we will 
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Chapter 1 Reinventing Leadership: Seven Prime Realities of Business Today | 5

evolve a way of leadership where corporations look beyond their 
balance sheets and work in harmony with communities and nature, 
where individuals in power voluntarily accept and discharge ‘indi-
vidual social responsibility’ and where governments act for the col-
lective good of all their citizens, without adversely affecting others 
on the planet.

The book also endeavours to grasp the causes of the leadership 
debacle and help the erstwhile leaders, who failed to foresee the 
impact of what they were doing, to transform themselves. Equally 
important, this should also prompt the new generation of leaders to 
avoid falling into the same quagmire again.

This book promotes the practice of a new way of leadership – a 
path from good leadership to exceptional leadership. It is a practical 
book about inculcating a new way of thinking and doing things – one 
that fosters a robust confidence to lead your organization for sustained 
performance and bring in its wake, happiness, peace and contentment.

The essence of exceptional leadership practice is not so much in 
honing your thoughts to become a better leader, but in realizing that 
no matter what you might think about the circumstances that char-
acterize your situation, you already have within you the seeds of traits 
required for becoming an exceptional leader. The purpose of this book 
is to help you recognize the inherent potential of your mind, in a seam-
less, simple manner.

Seven Prime Realities of Business Today

There are seven prime realities in this context that adversely impact 
our businesses and our lives and that eventually led to the complete 
degeneration of the institutional framework that was ostensibly 
meant to protect us from what happened.

Prime Reality One: Business–Politics Nexus

There is a well-established, continuing nexus between business and 
political leadership. Corporations’ political influence on govern-
ments is widely accepted and governments are doing little to untwine 
the cosy relationship. The influence is manifested through officially 
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6 | Quest for Exceptional Leadership

permitted election campaign contributions, direct representation in 
government or personal favours.

In any government anywhere in the world today, the economic 
agenda virtually drives the entire gamut of policy making, and this 
agenda is invariably dominated by large corporations that prevail 
upon the state to do their bidding. The increased level of global-
ization means that the interests of politicians who control nations 
are intimately entwined with those who control corporations. The 
result: politicians and businessmen move back and forth quite easily, 
from running companies to running governments and back again; 
naturally, they identify with each other’s interests.

This is not a recent phenomenon.1 The birth of the United States 
was itself the result of a rebellion against corporations, which had 
been deployed as instruments of abusive power by British kings. But 
soon after the new nation was formed, corporations again estab-
lished themselves as the power behind the throne. Abraham Lincoln 
bluntly warned in 1864, shortly before his death, 

Corporations have been enthroned and an era of corruption in 
high places will follow, and the money power of the country will 
endeavour to prolong its reign by working on the prejudices of 
the people until all wealth is aggregated in a few hands and the 
Republic is destroyed.2

Long before that, Lincoln echoed the same feelings in 1837, 
‘These capitalists generally act harmoniously and in concert to fleece 
the people, and now that they have got into a quarrel with them-
selves, we are called upon to appropriate the people’s money to settle 
the quarrel’.3

Rutherford Hayes, the 19th US President, declared in utter dis-
gust in 1876, ‘This is a government of the people, by the people, 
and for the people no longer. It is a government of corporations, by 
corporations, and for corporations’.4

President Theodore Roosevelt put it across even more bluntly in 
1912:

Behind the ostensible government sits enthroned an invisible gov-
ernment owing no allegiance and acknowledging no responsibility 
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Chapter 1 Reinventing Leadership: Seven Prime Realities of Business Today | 7

to the people. To destroy this invisible government, to dissolve the 
unholy alliance between corrupt business and corrupt politics, is 
the first task of the statesmanship of the day.5

Similar practices of collusion between industry and government 
became the norm in the new emerging economies in Asia and Africa 
as well. Rampant growth of keiretsus in post-war Japan and chaebols 
in South Korea, as well as the practice of State controls in India, 
China, Latin America and former Soviet Republics are all manifesta-
tions of what is called ‘crony capitalism’. The malaise is even more 
deeply rooted than ever before.

Prime Reality Two: Short-termism

Corporate thinking is dominated by ‘short-termism’. A majority 
of corporate CEOs tend to sacrifice their own company’s long-
term value, to meet short-term targets. Warren Buffet, the ‘Sage 
of Omaha’ calls these practices ‘accounting games’ or ‘operat-
ing acrobatics’. Long-term structural and operational problems 
are unashamedly ignored, and criteria of success are gauged by 
short-term accounting periods and day-to-day behaviour of stock 
exchanges. While several large companies have stopped provid-
ing quarterly earnings guidance (including General Electric, Intel, 
Motorola, Pfizer, Coca-Cola, Gillette and McDonald’s), most major 
companies still issue self-imposed quarterly targets. Business his-
tory is full of case studies of how CEOs who would not see beyond 
quarterly commitments successfully led their companies to non-
negotiable precipices.

A May 2009 survey by Virginia-based National Investor Relations 
Institute (NIRI)6 confirmed that 60 per cent of firms that responded 
said that they continue to provide earnings guidance, still a majority 
but down from 64 per cent in 2008 and 66 per cent in 2006.

A more recent 2014 survey by NIRI7 reported that while many 
companies gave up or modified guidance practices during economic 
downturn and financial collapse, we are now back to pre-recession 
practices. Eight-six per cent of respondents confirmed that their com-
panies now provide some form of financial guidance, a 30 per cent 
increase compared to 66 per cent in 2006.
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8 | Quest for Exceptional Leadership

The need to produce short-term results naturally leads to thinking 
patterns that are bound by narrow considerations. Such a blinkered 
approach can never factor in issues relating to environment, social 
responsibility or even a sense of moral values. The result is obvious: 
corporations are hesitant to support any initiatives to conserve natu-
ral resources, or invest in clean technologies or take up any project, 
if it has an adverse impact on short-term profits. The society at large 
and the rest of the shareholders pay an enormous price.

The practice is so ingrained in the Wall Street culture that the 
CEOs running large corporations tend to think of little else. They 
become so singularly focused on short-term success that they end up 
destroying long-term performance for shareholders.8 As this book 
will explore, sacrificing short-term targets does not necessarily mean 
long-term sacrifices. In fact, it works quite the other way.

Political leadership also succumbs to ‘NIMTOO’ principle: why 
worry if it is ‘Not in My Term of Office’. The prime concern of most 
elected officials and politicians tends to be to seek short-term results 
that would help get them re-elected, rather than pursue long-term 
policies for sustainable results. Can we help find a way to ensure that 
there is an equitable balance between the short- and the long-term 
perspectives?

Prime Reality Three: Corporate Social 
Responsibility, Only a Public Relations Exercise

CEOs tend to perceive corporate social responsibility (CSR) merely 
as ‘a public relations exercise’, not something that prompts them 
to be a socially responsible corporation, in everything they do. 
Consequently, mistrust of big business is not out of place.

In a comprehensive survey conducted by Edelman Trust Barometer9 
in January 2009, no one was surprised with the findings that only 
38 per cent of respondents in the United States said that they had 
faith in business to do what is right. Only 17 per cent said that they 
trusted information from a company’s CEO. Both were lower levels 
of trust than those Edelman measured in the aftermath of Enron 
saga and the dotcom bust. Figures for other countries, though a little 
better, still reflected enormous mistrust.
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Chapter 1 Reinventing Leadership: Seven Prime Realities of Business Today | 9

A similar Edelman survey in 2015 showed10 an evaporation of 
trust across all institutions during 2014, as if no one had the answers 
to the unpredictable and unimaginable events that engulf us: 

For the first time, general population in 19 of 27 nations surveyed 
do not trust their governments. Sixty per cent of countries distrust 
media, and trust in business is below 50 per cent in half of those 
markets. NGOs continue to be the most trusted institution, with 
63 per cent support.

The arrests of top Chinese government officials on corruption 
charges, the foreign exchange rate rigging by six of the world’s larg-
est banks and the constant drumbeat of data breaches, most recently 
from Sony Pictures, had shaken confidence in all institutions. There 
was a new factor depressing trust: the rapid implementation of new 
technologies that are changing everyday life, from food to fuel to 
finance. By a two-to-one margin, respondents in all nations feel that 
the new developments in business are going too fast and the business 
leaders are not resorting to adequate testing, to protect consumers’ 
interests. The industries engaged in implementing new technologies 
have a clear vote of no confidence.

Jon Entine11 from the American Enterprise Institute astutely 
observed that Fannie Mae was named the top corporate citizen in the 
United States from 2000 to 2004, and three of the top eight com-
panies chosen by American Socially Responsible Investment (SRI) 
funds were American International Group, Inc. (AIG), the Bank of 
America (BOA) and Citigroup. All these financial institutions suf-
fered huge losses and were kept afloat by the US Government funds. 
They were all engaged in ostensibly impressive CSR programmes, 
but their internal corporate culture was not aligned with the goals 
of sustainability that CSR initiatives are meant to underscore. That 
apart, the investors, the rating agencies and the press were also unable 
to see beyond these companies’ CSR smoke screen and were effec-
tively duped by the PR value of their CSR programmes.

What shocked the world the most was when Volkswagen, the 
German automotive giant, was caught cheating on American air pol-
lution tests in September 2015. By installing sophisticated software 
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10 | Quest for Exceptional Leadership

known as ‘defeat devices’ in the electronic control module of their 
diesel vehicles manufactured between 2008 and 2015, they were able 
to limit the pollutants under test mode, while the actual emissions 
on the road were 10–40 times the legal limits. Volkswagen’s own vow 
to become the ‘greenest’ car producer in the world by 2018 had been 
exposed as a hollow publicity stunt.12

According to a 2007 report, titled, Six Sins of Greenwashing,13 

an overwhelming majority of environmental marketing claims in 
North America were inaccurate, inappropriate or unsubstantiated. 
Using metrics from the Federal Trade Commission (FTC) and the 
Environmental Protection Agency (EPA), the report concluded that 
all but one of the claims, out of 1,018 products reviewed were either 
demonstrably false or risked misleading intended audiences. They 
did not tell outright lies, but they also did not tell the whole truth.

A 2010 update14 concluded that while unsubstantiated claims of 
‘green’ attributes had declined slightly, the problem was still widely 
prevalent. The consumers were beginning to play a significant role 
by rewarding green product innovation and shunning greenwashing.

A team from the University of Leeds,15 the United Kingdom, 
investigated the relationship between CSR and the media in 2006, 
questioning 75 journalists. The findings determined that too many 
companies highlight activities under the banner of CSR that are 
really just publicity stunts and photo opportunities. A majority of 
companies only paid lip service to CSR and did so only to meet 
legal requirements. The general prevailing tenor was that ‘if you do 
wrong, make sure it is not detected’. The conclusions still resonate 
with many a chord.

A report titled, Behind the Mask: The Real Face of Corporate Social 
Responsibility,16 in 2004, concluded that the voluntary approach to 
improving corporate behaviour is wholly inadequate and profiled 
case studies involving three multinational corporations, to illustrate 
the point: Shell in Nigeria, Coca-Cola in India and British American 
Tobacco in Kenya and Brazil. Each of these companies had a high-
profile commitment to socially responsible behaviour but failed to 
live up to those claims in these countries.

Companies with a real sense of social responsibility go beyond 
simple posturing and hyped-up press releases. They develop what 
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Chapter 1 Reinventing Leadership: Seven Prime Realities of Business Today | 11

may be called ‘social engagement’, a sense of proactive involvement 
with the communities they work with and the society in which 
they function.

Prime Reality Four: Corruption of the Mind

The ‘corruption of the mind’ is a virus that kills silently. The race to 
win, in politics or in business, is so fiercely competitive that it is chic to 
resort to unethical practices merely because your competitor is doing it 
and, more so, if he/she is getting away with it. You firmly believe that 
you have no alternative but to follow suit, if you want to stay in the 
race. The phenomenon has now cast its tentacles in virtually every field 
of competitive human activity. Custodians and guardians of society 
have become easy preys in the pursuit of easy money and are willing 
to stoop to any lows, in total disregard of the adverse impact of their 
actions. Lawmakers tend to become lawbreakers.

Deep-rooted corruption has virtually become an epidemic, the 
HIV-AIDS of society; it is also the single biggest impediment to 
progress.

Prima facie, it is the consequence of gradual and endemic degra-
dation of moral values. The roots of corruption lie in the ‘minds of 
business leaders’, in both developing and developed countries, the 
roots that are constantly nurtured by excessive desires for riches – 
commonly referred to as ‘greed’. If the business community stops 
proposing or yielding to corruption, political leaders will have to 
learn to live without it.

Business-to-business corruption has also assumed gigantic propor-
tions. In a 2008 investigation by the United States House Oversight 
and Government Reform Committee into Standard & Poor’s (S&P) 
business model, it was evident that the fees for their rating services 
were being paid by the same Wall Street banks that underwrite the 
securities that were rated. The committee described the agencies’ 
conduct as a ‘bone chilling definition of corruption’.17

Transparency International’s 2009 Global Corruption Barometer,18 
based on a global public opinion survey, had highlighted that half of 
those polled believed that the private sector used bribes to influence 
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12 | Quest for Exceptional Leadership

public policy, laws and regulations, an increase of 8 percentage 
points over the last five years. In roughly a fifth of the countries and 
territories surveyed, including countries that are home to some of the 
world’s major financial centres, such as Hong Kong, Luxembourg 
and Switzerland, respondents identified the private sector as the 
most corrupt institution.

The disturbing part is that the updated 2014 report19 still con-
cludes that corruption continues to threaten economic growth for all. 
Bribes and backroom deals do not just steal resources from the most 
vulnerable, they also undermine justice and economic development 
and destroy public trust in government and leaders. Poorly equipped 
schools, counterfeit medicine and elections decided by money are just 
some of the consequences of public sector corruption. 

Economists tend to look at corruption as merely a market-distorting 
issue and treat it as a peripheral subject. What is sadly ignored is the 
fact that when such a distortion is so deeply embedded in business 
psyche, as it is today, it becomes a serious drag for the sustainable 
development of the entire society.

Corruption is justified by labelling it as being pragmatic or practi-
cal, leading to a widely practised belief that it is an intrinsic part of 
our lives today. People are not even apologetic about it.

Their rationale: since it is not possible to change the system, 
you will have to become a part of it if you really want to survive in 
the system.

Prime Reality Five: Information Overload

Leaders are bombarded with unprecedented quantum of informa-
tion, which leaves little time to comprehend the whole picture. Every 
day, a typical executive receives about 74 gigabytes of information 
which is equivalent to data in nine DVDs.20 We end up taking in 
more than the brain can handle. This ‘information overload’ leads to 
something called ‘decision fatigue’.

Traditionally, more information has always been preferable. 
However, as the ability to acquire information grew, the ability to 
process inputs did not keep pace. Decision-makers can no longer 
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assimilate relevant facts, nor do they have time to sift the relevant 
from the irrelevant. There is the additional problem of decline 
in pertinence of information received. The result is information-
chaos, leading to info-stress. Relevant signals tend to get lost in 
info-noise, and decision-makers often end up taking decisions 
on incomplete or erroneous prognosis. More frequently, excess 
information leads to delays in decision-making, because decision-
makers are unable to determine which information to overlook and 
which information to look at.

The relentless influx of information and messages can also seri-
ously reduce a person’s ability to focus on tasks; it can even reduce 
their intelligence quotient (IQ). Prolonged exposure to information 
overload produces ‘information fatigue syndrome’.21 Symptoms 
include paralysis of analytical capacity, increased anxiety, greater 
self-doubt and a tendency to blame others. Otherwise, successful 
CEOs tend to get into a state of ‘learned helplessness’,22 leading to 
‘trained incapacity’.

Paul Hemp23 famously wrote in the Harvard Business Review:

The flood of information that swamps us daily seems to produce 
more pain than gain. Current research suggests that the surging 
volume of available Information – and its interruption of people’s 
work – can adversely affect not only personal well-being but also 
decision making innovation and productivity.

He gives us the solace that a combination of technological aids 
and a determination to change one’s mindset can help one subdue 
the multi-headed monster of information overload. The secret is to 
manage the beast while respecting it for the beautiful creature it is.

But as we well know, anything that calls upon us to be disciplined 
is not easy.

Prime Reality Six: Leaders Blinded by Power

Whereas an average individual is generally more conscientious, an 
‘individual in power’ is a different species. Power blinds one to one’s 
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14 | Quest for Exceptional Leadership

own good, and a subservient corporate culture only helps to feed a 
CEO’s belief in his or her invincibility. He or she becomes prone to 
often behaving insensibly and taking unexpected, seemingly irratio-
nal economic decisions.

It was less of a surprise that tyrants and kings used to display naked 
power, because they believed that it was their unquestionable right. 
But what is most astonishing is that elected heads of democratic states 
and institutions and nominated heads of large enterprises (including 
corporations) have also set their sights on exercising the same level 
of absolute power. To do that, they are willing to ruthlessly thwart 
any attempts that could dilute their clout or control. They think they 
have an immutable entitlement to reshuffle reality and bend or twist 
anyone or anything that comes in their way.

It is well known that absolute power blinds absolutely. It does not 
end there; one uses that power to blind everyone else to their own 
misdeeds, till such time as there is nothing left to behold, if and 
when one becomes unblinded. This in a nutshell is what happened 
during 2008.

Attempts to ensure that corporate CEOs do not simultaneously 
hold the position of Board Chairperson are steps in the right direc-
tion. Equally important, the independent Board of Directors should 
be truly independent, which is possible only if they are appointed, 
on a contractual basis, not by majority shareholders alone, but by a 
committee comprising of all independent directors. We also need to 
institutionalize a formal process of independent evaluation of ‘inde-
pendent directors’ in every corporate Board. The values that a com-
pany’s Board of Directors display in discharge of their role eventually 
determine the operating culture of the entire company.

Those in power would do well to recall the story of a great king 
who summoned his wise men and asked them to ‘create a saying that 
will stabilize my inner state. When I am unhappy it will bring me 
joy, and when I am happy it will remind me of sadness. It cannot be 
too long, as I want to keep it with me always’. The wise men con-
sulted and contemplated deeply the king’s command. Finally, they 
returned to the king bearing a small box. In it there was a ring, and 
inside the ring were inscribed the words, ‘This too shall pass’.24
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Prime Reality Seven: Misdirected GDP Growth

The world is too preoccupied with macro-level gross domestic prod-
uct (GDP) growth, while relative poverty continues to increase:

GDP is an indicator of economic market activity. It was not 
intended to be an accurate measure of well-being. Even Simon 
Kuznets, one of the main originators of GDP had said that the wel-
fare of a nation can scarcely be inferred from a measure of national 
income. We cannot face the challenges of the future with the tools 
of the past. It’s time to go beyond GDP.25

‘GDP fails to measure what really counts. It tells us nothing about 
the degree to which a nation invests in its real wealth: people and 
nature’.26

French President Nicolas Sarkozy had established an International 
Commission on the Measurement of Economic Performance and 
Social Progress, owing to prevailing dissatisfaction with the current 
state of statistical information about the economy and society. Its 
report,27 submitted in September 2009, vividly highlighted that one 
of the reasons the recent financial crisis took many by surprise was 
that our measurement system failed us and government officials 
were not focusing on the right set of statistical indicators. In their 
view, neither the private nor the public accounting systems were able 
to deliver an early warning, and did not alert us that the seemingly 
bright growth performance of the world economy between 2004 and 
2007 may have been achieved at the expense of future growth. It is 
also clear that some of the performance was a ‘mirage’, profits that 
were based on prices that had been inflated by a bubble. Possibly, if 
there had been more awareness of the limitations of standard metrics 
like GDP, there would have been less euphoria over economic perfor-
mance in the years prior to the crisis.

Center for Partnership Studies (CPS)28 argues that when GDP 
keeps rising at the same time that joblessness is dangerously high 
and childcare and education are slashed, it is clear that we urgently 
need new measurements that give policy-makers and the public a 
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16 | Quest for Exceptional Leadership

more accurate picture of true economic health. In partnership with 
the Urban Institute in Washington DC, it is developing new social 
wealth indicators. These more accurate and inclusive measurements 
should provide the essential, but missing empirical evidence, so that 
policies no longer marginalize the majority: women, children and 
members of racial and other minorities.

A widely held belief that democracy is the pre-eminent prereq-
uisite for alleviating poverty is also being questioned. I sense a new 
paradigm emerging. Democracy is important, yes. But more impor-
tant is the need to bridge the ever-growing divide between the rich 
and the poor. The race between China and India is not merely about 
dictatorship and democracy, but also about which country can sus-
tainably upgrade its poorest people into the mainstream of life. The 
jury is still out as to who will effectively manage this transition first, 
and how. But one thing is certain.

The deprived three billion people of the world,  
who are not a part of the growth story,  
will no longer accept poverty as destiny.

Quite rightly so, as it cannot be a divine plan that they are to be 
consigned to the realm of permanent destitution. Their condition is 
a consequence of humankind’s deliberate actions, and the leaders of 
humankind must set the imbalance right.

Poverty is not merely a shortage of incomes. We have to see it as 
unfreedom of various sorts, including lack of freedom to achieve 
minimally satisfactory living conditions. These gross asymmetries 
do not correct themselves. Whether your actions contributed to 
inequality or whether you see and tolerate this, both are equally to 
blame.29

Business has become the most powerful institution on the planet 
since the second half of the twentieth century. Dr Willis Harman,30 

the co-founder of the World Business Academy, put forward the 
view that the dominant institution in any society needs to take 
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responsibility for the whole, as the church did in the days of the 
Holy Roman Empire.

Built into the concept of capitalism and free enterprise from the 
beginning was the assumption that the action of many units of indi-
vidual enterprises, responding to the market forces and guided by the 
‘invisible hand’ of Adam Smith, would somehow add up to desir-
able outcomes. But since the last decade of the twentieth century, 
it has been clear that the ‘invisible hand’ is faltering. It depended 
upon a consensus of overarching meanings and values that are no 
longer present. So business has to adopt a tradition it has never had 
throughout the entire history of capitalism: to share the responsibil-
ity for the whole. Every decision that is made, every action that is 
taken, must be viewed in the light of that kind of responsibility. This 
is a new role, not yet well understood or accepted.

According to the World Bank’s most recent estimates31 released 
in October 2015, 12.7 per cent of the world’s population in 2012 
(i.e. about 896 million people) still lived in extreme poverty – ‘pov-
erty that kills’. They earned less than US$ 1.90 a day, based on 
2005 Purchasing Power Parity norms. These households cannot 
meet basic needs for survival. They are chronically hungry, unable 
to get health care, lack safe drinking water and sanitation, cannot 
afford education for their children and even lack rudimentary shel-
ter and basic articles of clothing. Of these, 77.8 per cent lived in 
South Asia (309 million) and Sub-Saharan Africa (388 million). 
In addition, 147 million lived in East Asia and Pacific and 44 million 
in Latin America, the Caribbean, Eastern Europe and Central Asia 
combined.

In addition, another 2.1 billion people lived in moderate poverty 
(US$ 1.90–3.10 per day) in 2012. Even though the percentage 
numbers fell sharply in absolute terms, far too many people are 
living with far too little. Poverty is not just confined to developing 
countries; in every developed country, too, there are pockets of 
‘developing countries’.

Poverty and the widening income inequality are the defining chal-
lenges of our time. In advanced economies, the gap between the rich 
and poor is at its highest level in decades. In emerging markets and 
developing countries (EMDCs), inequality trends have been more 
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mixed. While some countries show declining inequality, inequities in 
access to education, health care, and finance are still quite pervasive. 
The 2015 International Monetary Fund (IMF) Report on Income 
Inequality32 specifically highlights that if the income share of the top 
20 per cent (the rich) increases, then GDP growth actually declines 
over the medium term, suggesting that the benefits do not trickle 
down. In contrast, an increase in the income share of the bottom 
20 per cent (the poor) is associated with higher GDP growth. The 
report convincingly concludes that focus on the poor and the middle 
class matters the most for sustainable growth. The analysis also sug-
gests that technological progress and the resulting rise in the skill 
premium (positives for growth and productivity) and the decline of 
certain labour market institutions have contributed to inequality in 
both advanced economies and EMDCs. Globalization has played a 
smaller but reinforcing role. 

There is no one-size-fits-all approach to tackling inequality. The
nature of appropriate policies depends on the underlying drivers and
country-specific policy and institutional settings. In advanced econo-
mies, policies should focus on reforms to increase human capital and
skills, coupled with more progressive tax systems. In EMDCs, it would
be important to ensure financial deepening, accompanied with greater
financial inclusion. These are some of the concrete steps necessary to
end what Pope Francis calls the ‘economy of exclusion’. In the process,
hopefully we can heed to Andrew Jackson’ advice, ‘We should measure
the health of our society not at its apex, but at its base’.

Has the enormous wealth generated worldwide gone in the wrong 
hands? For many years, the subject of obnoxious salary levels of 
corporate CEOs has come in for sharp scrutiny. Plato wrote in the 
fourth century bc that no one in a community should earn more 
than five times the wages of the ordinary worker. Management guru 
Peter Drucker had also warned that the growing pay gap between 
CEOs and workers could threaten the very credibility of leadership. 
In 1984, he endorsed banker J. P. Morgan’s idea that no leader should 
earn more than 20 times the company’s lowest paid employee. His 
reasoning: if the CEO took too large a share of the rewards, it would 
make a mockery of the contributions of all the other employees in a 
successful organization.
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Drucker’s suggested standard looks quaint, as compared to reality. 
In 2006, the ratio of average CEO pay33 in the United States to the 
average pay of a production worker was 364:1, up from 107:1 in 
1990 and 42:1 in 1982. If you consider the average compensation of 
full-time year-round workers in non-managerial jobs in the United 
States (roughly US$ 40,000), average CEO pay in 2006 was then 
270 times more than the average compensation.34

In 2007, the 50 highest paid private investment fund managers
walked away with an average US$ 588 million each in annual com-
pensation: 19,000 times as much as an average worker earns. The
top five each took home more than US$ 1.5 billion.35 In late 2008
and early 2009, quiet distribution of billions of dollars of bonuses
to employees of US financial sector organizations that received US
Government funding under Troubled Assets Relief Programme
(TARP) removed whatever doubt any one had about the total
moral bankruptcy of so many corporate CEOs. Merrill Lynch,
Bank of America (and later AIG), reportedly timed the bonuses in
such a way as to force taxpayers to pay for them through the TARP
deal funding.

Compensation Survey,36 Executive Excess 2009, released in
September 2009 analysed that despite hard economic times in
2008, the pay gap between S&P 500 CEOs and the average US
worker remained astoundingly high at 319:1, compared to 344:1
during 2007.

As per the most recent American Federation of Labor and Congress 
of Industrial Organizations (AFL-CIO) Annual Executive Paywatch 
Report37 released in 2014, the CEOs of S&P 500 companies received 
an average compensation of $ 11.7 million in 2013, compared with 
the average worker’s earnings of $ 35,293. The average CEO thus 
made 331 times as much as the average worker and 774 times more 
than those making minimum wage. Even in the most unusual times, 
it is ‘salary as usual’, for the corporate CEOs.

Unless the G-20 Governments collectively take drastic measures, 
such as tax breaks and preferential Government contracts to compa-
nies that maintain a reasonable pay gap between their top executives 
and workers, the ground realities are unlikely to change by voluntary 
actions of firms.
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Key Fundamental Questions

I urge all corporate CEOs, corporate Boards and senior managers 
to honestly ask themselves whether these prime realities represent a 
state close to reality. It is likely that you believe that you yourself do 
not conform to this perceived pattern. Does the majority conform 
to this template? As often happens, Board Members and CEOs 
fall in line because even when their personal value system rebels – 
they end up doing so because these are the accepted things to do. 
They become pawns in a global corporate game – which is driven 
mechanically by these prime realities – day in and day out, year in 
and year out.

Acknowledgement of the prime realities is an important precondi-
tion for addressing the issues we confront. Then alone can we aim at 
imbibing new leadership paradigms with a new leadership ethos – a 
contemporary ethos compatible with the contemporary world. In this 
task, we shall require wisdom to shape our vision, momentum to 
spread the message and growth in numbers of corporate adherents. It 
helps if corporate leaders volunteer to join in this quest.

Reinventing Leadership

This calls for reinventing leadership and aligning it with new grass-
roots realities. The fact that we have reached where we are today cer-
tainly calls for introspection. Why did the leaders of the world fail to 
foresee where they were heading? We need a paradigm change among 
the business and political elite that represent the ‘social minority’ of 
the world. They all meet in numerous global business summits all 
over the world. The crème de la crème of business leaders meet in 
Davos,38 Switzerland, every year. Did Davos become a part of the 
problem, rather than a think-tank for solutions? Did it evolve into 
more a networking event, rather than a listening post for divergent 
views? There were enough alarm bells sounded in Davos, but it 
appears those were drowned in self-celebratory rhetoric. The vocab-
ulary of success was the jargon skewed in favour of empiricals such 
as GDP, foreign direct investment (FDI), earning per share (EPS), 
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quarter-on-quarter growth and so on – the factors that typically drive 
asset valuations and stock markets.

Perhaps, the response to activists’ protests against the Davos man 
was too little, too late. Perhaps a more genuine attempt should have 
been made to reach out to the proponents of the World Social Forum 
and a meaningful initiative taken to build bridges of understanding. 
There is still some time.

I see an urgent need to launch a new institution for dialogue: 
World Socio-Economic Forum (WOSEF) – one that can reconcile 
the seemingly irreconcilable views of the World Social Forum and 
the World Economic Forum. It cannot be too difficult, as it would be 
a dialogue among humans, of humans, for humans.

The differences are just illusion and vanity. 
Sunlight looks slightly different on this wall than it does 
on that wall and 
A lot different on this other one, 
But it is still one light.39

The Predicament of the Davos Man

Just when I thought I knew all the answers to all the questions, 
I find they have changed the questions.

To add to the complexity, the change this time is not cyclic  – it 
is structural. GE’s CEO Jeffrey Immelt called it a ‘reset’. More so 
because it is accompanied by a multitude of unprecedented weak-
nesses and shortcomings in the global business model. The stark por-
trayal of perceptible lack of transparency, complete collapse of the 
global financial regulatory system and systemic incapacity to prevent 
dangerous corporate behaviours leave one betrayed and baffled.

The best minds in the world today need to help each other discover 
the new questions and the new answers. The answers that we are seek-
ing cannot simply be researched. The answers have to be experienced 
by oneself. The best way is to live the question, share the question, 
be concerned about the question. Gradually, we may experience the 
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answer. In effect, that would mean moving up from being an eco-
nomic individual to becoming human.

It is bad enough to be insensitive and indifferent to the fact that 
one in four people in our world live in conditions of absolute poverty; 
it is even worse that we show the same callousness to the needs of the 
future generations by rampant use of scarce resources, which they 
will need for their basic survival.

Jim Sterba40 articulates this most convincingly,

Faced with all these injustices, it is very difficult to even live a moral 
life, let alone exercise moral leadership. The unjust world in which 
we live tends to reward those who cooperate with it, rather than 
those who oppose it. This makes it difficult to be a success (as the 
world sees success) and still be just. This has led many to adopt 
strategies of partial justice. They oppose some injustices but not 
others. This is what many of our so-called moral leaders do. But if 
we oppose some injustices while benefiting from and never chal-
lenging other injustices, how just can we be? Justice surely requires 
that we oppose the most significant injustices that relate to us, 
especially those from which we benefit. This is why true moral 
leadership in the unjust world in which we live is as important to 
society as it is rare.

John Ruggie41 makes a forceful point that we must not let gov-
ernments off the hook. ‘On the contrary’, he adds: ‘If governments 
everywhere did what they are supposed to do  – to govern in the 
public interest and enforce the law  – the scope of this challenge 
would be considerably circumscribed and its urgency diminished’.

SAGE 
Mirage of Exceptional Leadership: 
Part I of the Book

Collectively, the business communities’ actions and governments’ 
implicit complicity have given firm credence to a commonly held 
perception that business objectives and society’s needs tend to be 
like the two tracks of a railway line. Looking ahead from any point, 

-------------------------------------------
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