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The board should minimize the amount of time it spends on frivolous or
non-essential matters as the goal is to provide perspective—including
robust, forward-looking discussions of the business and strengthening
the company’s culture and values—and make decisions to build value
for the company and its shareholders.
Commonsense Principles for Corporate Governance, 2016
Warren Buﬀet, Jaime Dimon and Colleagues
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Introduction

The response was swift and intense. The agenda for the next Board of Directors
meeting included a new topic of discussion: recruitment marketing. Many
board members responded that this was not a “board-level” topic, would waste
time and deﬂect attention from more pressing concerns. One esteemed
board member, however, had a diﬀerent perspective: “It’s about time.”

Boardrooms are high proﬁle. Usually once a quarter, oﬃcially appointed members, often very
senior business and community leaders, come together to listen to committee reports, review
recent ﬁnancial data and attend to their ﬁduciary responsibilities to improve the strength of the
company and provide returns to shareholders. The agenda is crowded with mandatory topics,
and while it is important to focus on compliance, internal controls and legal obligations such as
Sarbanes-Oxley; these topics alone are now insuﬃcient. Rather, the National Association of
Corporate Directors advocates continuous involvement around strategy, competitive advantage
and value propositions. The association believes “There is a real and substantial risk that a
company will fail to adjust strategy necessary for survival in a timely manner.” (NACD, 2014)
The key questions then become: What should boards focus on to fulﬁll their responsibilities?
How do boards provide the necessary guidance for executives to be most eﬀective in day-to-day
operations? How can proper foundations be established so that the company is successful, both
now and in the future? How can the Board play more oﬀense than defense?
Interestingly, the best answers can come from simple, but incisive inquiries: Are we building the
type of company we want to build, and, if so, are we executing on that vision? Are we attracting
the right talent and hiring the right people to execute strategy and implement our vision?
Human capital concerns continue to be among the top three issues faced by CEOs around the
world (The Conference Board, 2015); and of all human capital functions, the one that has the
highest impact on revenue and proﬁts is talent acquisition (Boston Consulting Group, 2015). The
importance of recruiting is certainly well established in many venues, particularly including the
sports world and artistic communities.
Recruiting needs to be elevated to a board-level discussion in the business world as well, and a
tangible way to do this is to address the story presented to candidates and employees alike. It is
the recruitment marketing message; and it addresses the characteristics of a ﬁrm that make it a
desirable place to work. The best way to operationalize the recruitment marketing story is to
architect and create an “opt-in” organization; and then to attract the talent to execute this vision.
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The Enduring Foundation: Building an Opt-in Organization
The phrase “opt-in” is usually reserved for mailing lists and magazine subscriptions. An opt-in list
is one that you want to belong to. It is your choice to sign up, not someone else’s. As applied to
organizations, an opt-in organization is one that you choose to lend your intellectual energy,
commitment, focus and physical presence (Hamel, 2007). You want to belong to this type of
organization. The converse is an “opt-out” organization in which people are disengaged and then
either quit and go, or quit and stay. The average cost of a disengaged workforce in America is
huge, ranging from $450 to $550 billion (Gallup, 2013), so this is not a trivial distinction.
There are qualities of an opt-in organization that have been deﬁned by research and best
practices that go signiﬁcantly beyond the cavalcade of perks described in popular lists of best
places to work. An opt-in organization has really nothing to do with free meals, concierge
services, dry cleaning pick-up and other superﬁcial beneﬁts. Rather, it has to do with the quality
of the workplace and a reciprocal relationship between the employer and employee. Speciﬁcally,
an opt-in organization includes (Buckingham and Coﬀman, 1999; Pink, 2009; HCI, 2011; Hoﬀman,
Casnocha and Yeh, 2014; Doshi and McGregor, 2015; Duhigg, 2016):
Meaningful purpose. People want to belong to something more important than themselves.
Opportunities to grow and develop. The greatest security is to continue to develop skills,
grow networks and gain new experiences.
Flexible choices. Choices lead to ownership and higher engagement.
Feedback and recognition for contributions. Two-way communication is essential.
Culture of transparency and trust. No more secrets and when trust is given, it is extended.
Clear accountability. People want to be held responsible for clearly articulated (not secret or
political) goals.
Balanced priorities. Even if connected 24/7, there is only so much energy, time and
commitment to give.
Elements of fun/enjoyment/adventure. There is no rule that says work must be boring, dull
and not interesting.
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The question then becomes: how to architect and build an opt-in company? The beneﬁts that
can accrue are signiﬁcant. It is easier to attract leading talent, and keep this talent engaged and
committed to driving business results. It creates a workplace that enables talent and innovation
to ﬂourish. And it provides a foundation for enduring success by creating the infrastructure for
continued success and brand enhancement.
There are three key ingredients to establishing an opt-in organization and the type of
infrastructure that can engender continuing success. The ﬁrst is to focus on the intangible assets
of an organization, although this may seem to be counterintuitive for many Board members. The
next two ingredients are near and dear to Board members’ priorities: the ability to innovate and
improve the company’s reputation. And all three of these ingredients—intangibles, innovation
and brand enrichment—should be articulated in recruitment marketing messages.

The Power of Intangible Assets to Drive Business Results
Leading economists have recognized that the market value of a company is often signiﬁcantly
larger than the book value (Lev, 2001; McGuire and Brenner, 2015). In fact, for every $6 in market
value, only $1 is recorded on oﬃcial ﬁnancial statements such as the balance sheet. The
diﬀerence between the two ﬁgures (market and book value) is attributed to a company’s
intangible assets. Examples of intangibles are ability to innovate, strength of brand, quality of
customer relationships, and ability to execute strategy.
The following visual depicts the market value of publically-traded companies and the
contributions made by tangible and intangible assets.
TABLE 1:

Percentage Contribution by Tangible and Intangible Assets
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Market value is calculated by multiplying the current stock price by the number of outstanding
shares of stock. In the 1980s, most of the value of a company was attributed to the tangible
assets of buildings, equipment, resources and technology. This equation shifted in the 1990s as
companies depended more on innovation, brain-power, agility and quick competitive responses.
This new math became evident in 1995 when IBM acquired Lotus for what many considered to
be an inﬂated amount of $3.5 billion. But this perception was based on simply looking at Lotus’s
tangible assets, which IBM, to its credit, wasn’t interested in at all: the acquisition was about
brain-power and future innovation (Forman, 2015).
James Heskett’s research (1997, 2008) on the value proﬁt chain has demonstrated that people
drive intangible value. His research shows that the greatest predictor of ﬁnancial success is
customer loyalty (an intangible): if customers buy again and again from the same company, the
impact on revenues and especially proﬁts is signiﬁcant. But the story does not stop there since
the biggest predictor of customer loyalty is the value provided by loyal, satisﬁed and productive
employees. The theme of Heskett’s research—and the principle espoused by Southwest Airlines
and other leading companies—is that to be successful in the marketplace, you ﬁrst have to be
successful in the workplace. This relationship is depicted in the following visual of The Human
Capital Value Chain.
Figure 1:

The Human Capital Value Chain

Engaged
employees
stay longer

Retention of
employees
drives
customer
satisfaction

Satisﬁed
customers
are loyal
and stay

Customer
retention
drives
proﬁtability

Proﬁts drive
shareholder
value

This combination of the greater appreciation of intangibles with the research that shows the
positive business impacts of strong, internal talent practices has drawn the attention of Boards of
Directors, as well as the ﬁnancial and investment communities. These new external audiences
want more information about intangibles and talent practices because they recognize their
importance; and these audiences are accountable themselves for providing better information
and producing results.
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External audiences are not just requesting information on intangibles; they are now demanding
frequent reports and are holding executives accountable for improving the strength of the
company’s intangible assets.

It turns out that the soft stuﬀ is really the hard stuﬀ.
Dave Ulrich and Norm Smallwood

Making Innovation Everyone’s Business
A critical intangible asset is a company’s ability to innovate, both in ideas and new products.
There are many examples of companies that rely on past products, can’t replicate their initial
success and are slow to react to changing conditions. In this time of turbulent change, it is said
that there are two types of companies: the quick and the dead. It is very revealing to analyze
measures such as the New Product Vitality (NPV) Index that shows the percentage of revenue
emanating from products introduced within the last two to three years. Companies such as
Medtronic, for example, get 80% of their revenues from products that did not exist two years
ago. If these companies become complacent and stop innovating, they would simply cease to
exist.
Innovation is so important that it is a game that everyone should play. It is more of a mindset
and shared responsibility, than an oﬃce or a job title. It should involve all employees, and
especially those who are closest to the work. Best practices from GE, Google, W. L. Gore,
Atlassian, and 3M (to name just a few) all clearly show the value of crowdsourcing innovation so
that all valuable ideas are welcome, regardless of where they were generated.

Ain’t none of us as smart as all of us.
Satchel Paige

The keys to ground-up innovation are opening up opportunities for collaboration and
encouraging the entire workforce to participate. Among the types of both high-tech and low-tech
ground-up innovation programs are “workout sessions,” 20% time initiatives, innovation fairs,
new product bake-oﬀs, FedEx days, bureaucracy busters or crazy idea forums.
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It is also very important to enable diverse employees and diﬀerent groups to get involved and
contribute. The research is very clear that more creative ideas come from heterogeneous as
opposed to homogeneous teams. Google, for example, consciously orchestrates situations in
which diﬀerent groups work together, because Google believes that better ideas emerge from
diﬀerent perspectives and on the edges of established disciplines (Bock, 2015). Appcast, the
innovative company sponsoring this white paper, has a “pop-up oﬃces” program that brings
employees together who are not in the same location or team. The employees travel to work in
an interesting city, such as Austin, Texas or Berlin, Germany, for a week and experience the
adventure together. It is much more than an adventure, however, as an amazing amount of
work gets done during these periods. These “pop-ups” create an environment of collaboration
and innovation that beneﬁts both the participants and Appcast.
If innovation is important to a company, then there are intentional steps that can be taken to
enhance this capability. And because this is so crucial to both individual development and
enhancing a company’s capability, it should be featured in recruitment marketing campaigns. It
helps to describe the type of company that people want to join and be involved with: a true
opt-in organization that provides choices and opportunities for development, infused with some
fun and adventure and business accomplishment.

Strengthening Brand and Reputation
There is little argument about the importance of a company’s brand. At the end of the day, a
company’s reputation is its most precious asset. Brands are psychological perceptions that
govern people’s behaviors and attitudes, and they can be shaped, eroded or threatened over
time and circumstance. Often huge resources have been allocated to creating and enhancing
commercial brands, but there are two new challenges that impact the credibility and reputation
of companies today.
First, commercial brands are no longer distinct from talent brands; the two are now merging to
provide a more complete view of a company’s essence (Bersin, 2015). Brands are not just what
you say, but who you are and what you do. These new merged external and internal brands are
not simply the creations of the marketing department.
While it was once possible to laud a company’s “cool” commercial products while ignoring the fact
that the goods were produced by unfair labor practices, this discrepancy comes under intense
scrutiny today.
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This relationship, of course, is the same principle articulated earlier: to be successful in the
marketplace, you must ﬁrst be successful in the workplace. If a company is to be credible, there
must be a consistency and continuity between internal and external brands and practices. There
must be congruence between what you say and what you do.

Brands are what people say about your company when you leave the room.
Jeﬀ Bezos

Second, there are no more secrets in the world of social media and universal connectivity. This
growing transparency means that brands, especially the talent brand, are extremely visible for all
to consume. Sites such as Glassdoor and Vault mean that companies must match their behavior
with their rhetoric; and if a wide disparity exists, it impacts a company’s credibility, reputation
and ability to attract talent, grow the business and diﬀerentiate from competitors. The end result
is that despite millions of dollars and huge investments on commercial branding, it can all be
eroded if the talent brand indicates that a company is not genuine and consistent.
People are key drivers of the commercial brand because they provide the products and services
the market demands; and they also determine the character of the internal talent brand. It
becomes increasingly important, then, to deﬁne the type of company you want to be, execute on
that promise, and then articulate these perspectives in recruitment marketing.

Starting at the End: Recruitment Marketing Becomes
a Boardroom Imperative
So, as implausible as it may seem, recruitment marketing is a perfect way for senior leadership to
focus on the foundation and future vision for the company. It is a tangible way to discuss the
workplace so that the company can be eﬀective in the marketplace. It looks at intangibles,
innovation and the relationship between the talent brand and the commercial brand; and then
addresses how systems and practices can be aligned to realize these promises. It provides the
foundation on which the company can not only strive, but thrive and endure. It enables senior
leaders to play more oﬀense than defense.
A useful exercise to ensure that leaders have a consistent viewpoint is to identify two to three
competitors and then describe why a valuable candidate would join your company instead of the
competitors.
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It is important to make these distinctions as speciﬁc and detailed as possible. It is also not very
meaningful if many of the competitive distinctions are the same as competitors; a “me-too” talent
strategy is not sustainable. See the attached tool: “Comparing Talent Brands.”
Once the right vision has been established and is distinctive, then the question becomes how to
cost-eﬀectively attract the best candidates. There are important lessons to learn from the world
of digital marketing. Speciﬁcally, the practice of programmatic advertising—the buying,
placement and optimization of ads performed by software rather than people—delivers the right
ad, to exactly the right audience, at exactly the right time, and at far greater speeds. The result is
a laser-focus, higher quality of candidate and a dramatically better return on investment.
Programmatic advertising—already a $16 billion a year industry—promises to bring a level of
eﬃciency, eﬀectiveness and science to recruiting practices that simply were not possible before.

Conclusion

Boardrooms are busy, pressure-packed places. A great deal of business needs to be conducted
in a short period of time, and the tendency is to tightly plan and schedule these meetings. But
this can lead to perfunctory sessions that meet legal obligations, but don’t contribute to business
insights and actions.
One of the greatest impacts that boards and executives can have is to contribute to discussions
of a vision that makes a diﬀerence and is worth pursuing. A great way to address these issues is
to focus on practical applications that force these choices. Kotter (2002) talks about envisioning
the future by writing a brief newspaper article on what the future looks like. In this paper, we
suggest that boards should focus their attention on recruitment marketing as such a practical
vehicle. This messaging should synthesize the key characteristics of culture, values, intangibles,
innovation and brand. Boards, arguably, have no more important role than to enhance these
characteristics as they are key to both present and future success.

The board discussion on recruitment marketing went better than expected.
While some board members were uncomfortable, most enjoyed the
opportunity to step back and consider the type of organization and culture
worth building. There emerged a consensus that if we get the foundation and
culture right, then stronger, more enduring business results can follow.
A number of interesting proposals for further consideration were generated.
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Exercise 1: Comparing Talent Brands

Organization

Description & Rationale

Our company

1.

Comments

2.
3.
4.
5.
Competitor 1

1.
2.
3.
4.
5.

Competitor 2

1.
2.
3.
4.
5.
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