Managing people

Managing a global corporate culture

Jill Ker Conway, Lend Lease Corporation’s chairman elect, has her office in downtown Boston, a world away from the company’s symbolic headquarters in Sydney’s Australia Square. Around her are the one-time offices of Boston Financial, a real estate advisor acquired last year as part of Lend Lease’s fast-growing United States property funds management operation. Despite all the cultural differences she senses an affinity between the former business and the new. ‘Sometimes when I walk into the old Boston Financial building, I feel I could be in Australia Square,’ she says. 

Ker Conway, also a director of giants like Nike, Merrill Lynch and Colgate-Palmolive, is talking about corporate culture. What it is, what Lend Lease is doing to build its culture globally and the role of the board. In essence she is explaining how the Lend Lease way of doing things —an entrepreneurial version of Dutch social democracy hammered out on the building sites of Sydney in the 1950s and 60s—is still fundamental to a twenty-first century integrated property operation spread from Coca-Cola plants in Hyderabad to the pension funds of New England. 

‘I wish I could set you down in a Springboard [a Lend Lease staff program] session in Boston,’ she says. ‘I talked to three people who had been to a presentation recently and they were all blown away because they, at their stage in the company, had been asked to sit down and work on pressing issues for the corporation…The management that has been so long a part of the company here [in Australia] works offshore as well.’ 

Corporate culture is an intangible. It doesn’t appear on any balance sheet or analyst’s report. Yet not one of the 400 mourners who filled the St Aloysius’ College Hall in Sydney in May this year for the memorial service to the company’s founder, Dick Dusseldorp, would have doubted that the spirit of the man, infused into the company, has been a major contributor to Lend Lease’s success. As a one-time construction company built essentially on intellectual capital, Lend Lease has, needs and nurtures a stronger corporate culture than most. One of Ker Conway’s challenges, when she takes over the chairmanship at the annual general meeting in November, is to hold and strengthen the culture in a company very different to the one the present chairman, Stuart Hornery, inherited in 1988. 

Back then, it was an Australian construction, development and investment company anchored by the MLC funds management operation; and Hornery was steeped in the culture, having embraced it first-hand from Dusseldorp right from his days as site engineer at Thredbo in the late 1960s. Today Lend Lease is a $10 billion operation aiming to become the first integrated global property giant. About eighty per cent of the group’s 10 000-odd staff are offshore, largely in the Bovis Lend Lease construction operation or the Real Estate Investments funds management business in the United States. Most recurrent revenue will come from United States funds management, while the development flagship is the £1 billion Bluewater retail and leisure centre in Kent, England. 

The MLC anchor has gone, sold to the National Australia Bank in April for a $3.1 billion profit; the managing director, David Higgins, is based in London—it’s surprising how many Lend Lease staff view his move late last year as the most symbolic change in the company—and the incoming chairman, who joined the board in 1992, has never held an executive position within the group. 

Can the culture hold? Or will it evolve like the Lend Lease Foundation which, with the increase in offshore employees and the reduction in capital base because of the buyback, halted in July a long tradition of payments to employees for personal development? 

The Lend Lease culture starts with Dusseldorp. He was an innovator—the first productivity agreement with the building unions (1958), the tallest lightweight concrete tower in the world (Australia Square, completed in 1968) and the first property trust (GPT, established 1971). He was a solid proponent of employee involvement—even today fourteen per cent of the company’s stock is still held by the staff. He was a young achiever who believed in hiring and giving responsibility to—in the knowing words of a rival—‘young, very able over-achievers’. And he was an entrepreneur who believed in returning something to the community (the ACTU-Lend Lease Foundation was set up in 1981) and a builder who inculcated the philosophy of project management. 

At Lend Lease any proposal is examined rigorously. If it doesn’t meet the hurdle rate, it is dropped without sentiment. The project control group, where all involved thrash out ideas and set strategy, remains the company’s fundamental management unit. 

‘My father was always captain of the ship—part explorer, part merchant mariner and, yes, part pirate,’ said Tjerk Dusseldorp at the May memorial service. If the Lend Lease culture has a downside it’s an admiralty arrogance coupled with a pirate’s occasional need for plunder and having an executive walk the symbolic plank. Last year, the icon magazine of the new economy, Fast Company, spent eleven pages profiling Lend Lease as a ‘Company without Limits’. Reporter Polly LaBarre stressed the innovation, the unique dynamics of the PCG, the constant change and the ‘careening careers’. 

Perhaps the most telling comment came from one staffer who at the age of twenty-eight had held seven different roles with the company: 

They don’t stand on position and they don’t stand on precedent. It’s all about ideas. And it’s all about credibility; how do you perform in the heat of the project? That’s incredibly energising and brutal.   People either love to work for Lend Lease or absolutely hate it.

Eric Goodwin, a thirty-five-year Lend Lease veteran and the executive who first took the company to Asia in 1973, falls into the first category. ‘I am a firm believer in the essence of the culture,’ he says. ‘It is to do with self-challenge and teamwork. You are encouraged to do better and you work in teams rather than by yourself.’ 

Mistakes are made—too opportunistic with investment offerings like the Darling Park Trust or too gung-ho with the Fox Studios backlot—but overall the culture works. Clients, such as global construction alliance partner Coca-Cola, are attracted by the ‘can-do mentality’ and investors, says JB Were analyst John North, appreciate a culture ‘which has been regarded for many years as well-managed’. It even shows in the success of ex-staffers, executives like John Mulcahy, now the head of banking and financial services at Commonwealth Bank and Jim Sloman, who as SOCOG’s deputy chief executive will run the Main Operations Centre at the Sydney Olympics this month. 

Early on the morning of April 10, the company unleashed yet another era of change, selling its financial services anchor, MLC, to the National Australia Bank for $4.56 billion. The deal was classic Lend Lease, unsentimentally strategic—MLC was like a property that had been well renovated but had little upside—coupled with an opportunistic and rigorous execution. What other Australian company, without the prodding of unhappy shareholders or angry banks, could so confidently have sold its ‘jewel in the crown’? But with that Australian anchor gone, how will Lend Lease ensure a global operation works as well? 

‘We are not trying to impose our culture on every place we operate,’ says Goodwin. 

We are looking to find some common threads that reinforce the culture and pick up some of the bits from overseas so one plus one equals three. We try hard to think globally and act locally. There was a diversity of culture right from the outset (from the post-war years in Australia when every construction site was a melting pot of European nationalities). From my point of view we have Australianised it and taken it back to the world.

Goodwin also points out that Lend Lease considers culture in any acquisition, ruling out those firms, like the Wall Street investment banks, which emphasise the super-star as opposed to the team. In the Australian bidding for Bankers Trust, price was the key consideration but the difference in cultures also played a part in the Lend Lease decision to walk away from the auction. 

With the ink barely dry on the acquisition of Bovis, the new staff are being brought into Lend Lease programs like Springboard, Lend Lease University, Global Update and Insight. Ker Conway is confident of maintaining, even enhancing, the core strengths. 

She points out that the company is now run by a senior executive team of twelve, of whom seven are Australian, with four, including managing director David Higgins, from the original property business. ‘I have absolute confidence that they will be very effective in conveying Lend Lease values to their non-Australian colleagues.’   The Lend Lease Foundation will be maintained. The perception that Australia is becoming a backwater for Lend Lease is, she says, ‘a bit out of proportion’. From Australian development alone, the company will earn about $1.25 billion over the next couple of years, a figure in excess of the total revenue of the company in the last years of Dusseldorp’s tenure. ‘The board is committed to ensuring the Australian businesses prosper,’ says Ker Conway. ‘It has always been a superb breeding ground and we want to recycle people through here to experience the old company.’ And the board, all of whom give at least fifty days a year to company business, will be promoting culture in a number of ways. 

‘You should not see the board as a group of people who are alien to the culture. Evan Cameron, Richard Longes and Diane Grady are steeped in the culture and the people who have joined recently were attracted by the culture.’ And she adds that people should not assume outgoing chairman and custodian of the culture for the past eighteen years, Stuart Hornery, ‘will be sailing into the sunset’. 

The merger of Lend Lease’s construction business with United Kingdom-based industry giant Bovis last year—to create a global operation with 7000 staff and turnover of $40 billion—saw a special emphasis on corporate culture. 

‘In the past, the culture of the construction industry, when mergers were concerned, was to colonise or dominate,’ says Bob Johnston, the chief executive of Bovis Lend Lease, Asia Pacific. ‘Today the process is one of collaboration.’ 

The two businesses were complementary in geography and business focus but the leadership styles differed. To ensure uniformity, corporate culture was given a place in the group’s new business equation, alongside traditional business drivers like profit, sustainability, speed of delivery, new products and innovation. 

One key executive, the head of the group’s acclaimed alliance with BP, were given the job of championing the new culture, time and money were invested in developing a new set of core values, and in Johnston’s own bailiwick of Asia Pacific a cultural change specialist was appointed to oversee the process. 

Staff have been constantly mingled. Starting in December, more than sixty executives met in the Bovis headquarters near New York’s Grand Central Station. Earlier this year the global board of Bovis Lend Lease—president Sir Frank Lampl and chairman Luther Cochrane are both ex-Bovis as are the CEOs of Europe and the Americas, while CEO Ross Taylor, Johnston and the head of the Global Sectors are Lend Lease executives—spent three weeks travelling the globe. They were preceded by an ‘integration team’—two executives each from the United States, the United Kingdom and Australia who spoke to customers and project teams and then presented their findings on key issues to the board. 

More recently the group held a global leadership conference on core values in the United States for managers from the Asia Pacific, the United States and Europe. 

Source: R. Harley, ‘The culture builders’, Australian Financial Review, 11 September 2000, p. 52.

Questions

1.
What HRM practices would you recommend for Lend Lease to build its global corporate culture? 

2.
What do you predict will be the key international HRM challenges for Lend Lease? 

3.
What will happen to the distinctive Lend Lease culture now that 80 per cent of its workers are offshore? Just how easy is it to export the ethos?

