
It’s a familiar dilemma for managers in corporate headquarters 

everywhere: how to add value to operating units without inadvertently 

VXEWUDFWLQJ�LW�WKURXJK�PLVJXLGHG�LQÀXHQFH��EXUHDXFUDF\��GHOD\V�� 
and time wasting.

&RQVXOWDQWV�DQG�DFDGHPLFV��RXUVHOYHV�LQFOXGHG��KDYH�ZUHVWOHG�ZLWK�
WKLV�FKDOOHQJH�IRU�\HDUV��:H�NQRZ�PDQ\�KHDG�ṘFH�LQLWLDWLYHV�WKDW�
VXFFHVVIXOO\�H[SORLWHG�HFRQRPLHV�RI�VFDOH��XQFRYHUHG�RSSRUWXQLWLHV�
WR�FURVV�VHOO�SURGXFWV��RU�GHYLVHG�VWUDWHJLHV�WR�VKDUH�YDOXDEOH�
NQRZOHGJH��%XW�WKH�QHW�LPSDFW�RI�PDQ\�RWKHUV�LV�QHJDWLYH��:K\�HOVH��
DIWHU�DOO��GR�VSLQ�R̆V�IURP�ODUJH�FRQJORPHUDWHV�RIWHQ�SHUIRUP�ZHOO�
after being released from the warm embrace of the parent company? 

Why do executives in divisions complain so frequently about 

corporate functions and initiatives?

We have been experimenting with three simple tests that help 

companies reduce the risks of unproductive interference by head 

ṘFHV�1�7KH\�HQWDLO�DVNLQJ�ZKHWKHU�WKH�SURMHFW�DGGV�VLJQL¿FDQW�
YDOXH��ZKHWKHU�WKHUH�DUH�ULVNV�RI�XQLQWHQGHG�YDOXH�VXEWUDFWLRQ��DQG�
whether the initiative will encounter barriers to implementation. 

,Q�WKLV�DUWLFOH��ZH¶OO�GHVFULEH�WKH�DSSOLFDWLRQ�RI�WKHVH�WHVWV�WR�RQH�
FRPSDQ\¶V�UHFHQW�H̆RUWV�WR�LPSURYH�LWV�ZHEVLWHV��DV�ZHOO�DV�DQRWKHU�
FRPSDQ\¶V�LQLWLDWLYH�WR�PDNH�LWV�VDOHV�IRUFH�PRUH�H̆HFWLYH��VHH�
VLGHEDU��³)DLOLQJ�WR�VXUPRXQW�WKH�EDUULHUV�́ �RQ�SDJH�����%XW�
DQDO\WLFDO�WRROV�DORQH�DUH�QRW�HQRXJK��VR�ZH�DOVR�UHÀHFW�RQ�KRZ� 
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to improve the dialogue between business units and the center. That 

LQWHUDFWLRQ�LV�FULWLFDO�WR�WKH�H̆HFWLYHQHVV�RI�WKH�WKUHH�WHVWV�

The three tests in action

7KH�SURMHFW�WR�LPSURYH�ZHEVLWHV�ZDV�W\SLFDO�RI�PDQ\�KHDG�ṘFH�
initiatives. The managers concerned wanted to go ahead with  

an upgrade to make the sites more mobile friendly and improve their 

VHDUFK�UDQNLQJV��DV�ZHOO�DV�LQWHJUDWH�WKH�VLWHV�DFURVV�WKH�FRPSDQ\¶V�
IRXU�EXVLQHVVHV��7KH�VWDNHV�PD\�VHHP�VPDOO��EXW�LW¶V�HDV\��HYHQ�ZLWK�
WKH�EHVW�RI�LQWHQWLRQV��WR�GR�PRUH�KDUP�WKDQ�JRRG��7KDW¶V�ZK\� 
we believe that managers at headquarters and in the businesses need 

rules of thumb to guide such decisions.

6RPH�KHDG�ṘFH�LQLWLDWLYHV²SUHSDULQJ�¿QDQFLDO�VWDWHPHQWV��SD\LQJ� 
WD[HV��RU�FRQGXFWLQJ�LQWHUQDO�DXGLWV��IRU�H[DPSOH²DUH�UHTXLUHG� 
IRU�H[WHUQDO�JRYHUQDQFH�RU�FRPSOLDQFH�DQG�IRUP�SDUW�RI�DQ�RUJDQL]D� 
WLRQ¶V�ULJKW�WR�GR�EXVLQHVV��%XW�PDQ\�RWKHUV��VXFK�DV�WKH�ZHEVLWH�
H[DPSOH��DUH�GLVFUHWLRQDU\�DQG�FDQ�EH�HYDOXDWHG�ZLWK�RXU�DGGHG�
YDOXH��VXEWUDFWHG�YDOXH��DQG�EDUULHUV�WR�LPSOHPHQWDWLRQ�WHVWV��

1. The added-value test
+HDG�ṘFH�SURMHFWV�VKRXOG�IRFXV�RQ�VLJQL¿FDQW�RSSRUWXQLWLHV��$�
FRUSRUDWH�KHDGTXDUWHUV��DIWHU�DOO��RQO\�KDV�D�OLPLWHG�DPRXQW�RI�H[HFX� 
WLYH�FDSDFLW\��DQG�WKH�EXVLQHVV�XQLWV�WKHPVHOYHV�FDQ�RQO\�FRSH� 
ZLWK�D�OLPLWHG�QXPEHU�RI�LQLWLDWLYHV�IURP�WKH�FHQWHU��6R�ZKDW�LV�D�VLJ� 
QL¿FDQW�RSSRUWXQLW\"�2XU�UXOH�RI�WKXPE�LV�WKDW�VXFK�SURMHFWV�VKRXOG�
KDYH�WKH�SRWHQWLDO�WR�LPSURYH�D�FRPSDQ\¶V�RYHUDOO�SHUIRUPDQFH²
VDOHV��SUR¿WV��UHWXUQ�RQ�DVVHWV��RU�YDOXH�WR�EHQH¿FLDULHV²E\�D�QXPEHU�
that is large enough to make the risk of subtracting value worth 

WDNLQJ��$V�D�VWDUWLQJ�SRLQW��ZH�VXJJHVW����SHUFHQW��7KH�H[DFW�QXPEHU�
LVQ¶W�LPSRUWDQW��LW�FRXOG�EH���SHUFHQW�RU����SHUFHQW��DV�ORQJ�DV�LW�LV�
large enough to command the attention of HQ executives. 

,Q�WKH�FDVH�RI�WKH�FRPSDQ\�WKDW�ZDQWHG�WR�LPSURYH�LWV�ZHEVLWHV�� 
the upgrade was likely to deliver a considerable increase in sales: the 

number of mobile users was increasing and search rankings were 

EHFRPLQJ�VLJQL¿FDQW��$����SHUFHQW�LPSDFW�ZDV�QRW�LPSRVVLEOH��6R�WKH� 
SURMHFW��DW�OHDVW�RQ�WKH�RYHUDOO�OHYHO��DSSHDUHG�WR�SDVV�WKLV�WHVW��%XW� 
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we have learned from experience that good evaluation calls for 

disaggregating projects into their component parts and applying the 

added-value test to each part.

It was clear that all of the websites in question needed an upgrade. But 

the issue was whether to manage the project from the center or  

LQ�D�PRUH�GHFHQWUDOL]HG�ZD\��$�FHQWHU�OHG�SURMHFW�ZRXOG�QRW�JHQHUDWH�
VDOHV����SHUFHQW�KLJKHU�WKDQ�D�GHFHQWUDOL]HG�SURMHFW�ZRXOG��$OVR�� 
WKH�VHFRQG�JRDO�RI�PRUH�IXOO\�LQWHJUDWLQJ�WKH�IRXU�ZHEVLWHV�ZRXOG��RQ�
LWV�RZQ��QRW�KDYH�SDVVHG�WKH����SHUFHQW�WHVW�

7KH�DQDO\VLV�ZRXOG�KDYH�EHHQ�VSHFXODWLYH��DQG�PDQDJHUV�PLJKW� 
have disagreed. But it would have been hard to argue that central- 

L]HG�SURMHFW�PDQDJHPHQW�RI�WKH�XSJUDGH�RU�JUHDWHU�LQWHJUDWLRQ� 
RI�WKH�ZHEVLWHV�ZRXOG�GHOLYHU�VLJQL¿FDQWO\�PRUH�WKDQ�D�GHFHQWUDOL]HG��
nonintegrated approach.

7KLV�VXJJHVWV�WKDW�WKH�KHDG�ṘFH�SURMHFW�VKRXOG�QRW�JR�DKHDG�XQOHVV�
WKH�UHVXOWV�RI�WKH�RWKHU�WZR�WHVWV�ZHUH�IDYRUDEOH��,W�LV�2.�WR�SXUVXH�
small sources of added value if the risk of subtracted value is low and 

there are few barriers to execution.

2. The subtracted-value test
7KLV�WHVW�PD\�VHHP�REYLRXV��EXW�FRPSDQLHV�UDUHO\�DSSO\�LW�LQ�D�IRUPDO�
ZD\��0DQDJHUV�LQ�EXVLQHVV�GLYLVLRQV�PD\�EH�PRUH�VHQVLWLYH�WR�WKH�
ULVN�RI�VXEWUDFWHG�YDOXH�WKDQ�PDQDJHUV�DW�KHDGTXDUWHUV��ZKR�PD\�EH�
RYHURSWLPLVWLF��EXW�QHLWKHU�VLGH�LV�ZKROO\�XQELDVHG��$QHFGRWHV�IURP�
previous company initiatives and an analysis of possible downsides 

can help uncover areas where value could be subtracted.

)RU�WKH�XSJUDGH�REMHFWLYH��D�SODQ�WR�FHQWUDOO\�PDQDJH�WKH�SURMHFW�
DSSHDUHG�WR�LQYROYH�UHODWLYHO\�IHZ�ULVNV�RI�VXEWUDFWLQJ�YDOXH��2QH�ULVN� 
ZDV�WLPLQJ��6HSDUDWHO\�PDQDJHG�SURMHFWV�ZRXOG�OHW�HDFK�XQLW�
FKRRVH�WKH�PRPHQW�PRVW�VXLWHG�WR�LWV�EXVLQHVV�QHHGV��$QRWKHU�ULVN�
was complexity. It might have proved harder to upgrade all sites 

VLPXOWDQHRXVO\��%XW�QHLWKHU�ULVN�VHHPHG�ODUJH��+RZHYHU��UDLVLQJ�WKH�
issue of subtracted value can suggest ways to manage projects  

with a view to reducing even these small risks.

The risks were greater for the integration objective. Integration would 

UHTXLUH�VRPH�FRQWURO�RI�VWDQGDUGL]DWLRQ�IURP�WKH�FHQWHU��ZKLFK� 
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might reduce initiative in the businesses or their willingness to 

H[SHULPHQW��6R�WKH�VXEWUDFWHG�YDOXH�WHVW�VXJJHVWV�WKDW�FHQWUDOL]LQJ�
WKH�XSJUDGH�FRXOG�EH�VHQVLEOH��EXW�WKH�LQWHJUDWLRQ�REMHFWLYH�PLJKW� 
be risky.

3. The barriers-to-implementation test
The barriers test allows executives to assess the likelihood that a 

SURMHFW�ZLOO�EH�ZHOO�LPSOHPHQWHG��$FDGHPLF�UHVHDUFK�RQ�LQLWLDWLYHV� 
to transfer skills and good practices has helped us distill a list  

RI�QLQH�EDUULHUV�WR�VXFFHVVIXO�LPSOHPHQWDWLRQ��:H¶YH�REVHUYHG�WKDW�
projects facing more than three of these barriers are so unlikely  

to be implemented successfully that they are not worth pursuing 

�VHH�H[KLELW��

,Q�XSJUDGLQJ�WKH�ZHEVLWHV��WKH�FRPSDQ\�IDFHG�RQO\�RQH�EDUULHU��WKH�
project leader had not led a similar project before and therefore 

ZDVQ¶W�IXOO\�FUHGLEOH��%XW�KH�ZDV�ZHOO�VXSSRUWHG�E\�RXWVLGH�DGYLVHUV�

$V�IRU�WKH�LQWHJUDWLRQ�SDUW�RI�WKH�SURMHFW��WKHUH�ZHUH�D�QXPEHU�RI� 
barriers. Neither the project leader nor the consultants had the 

QHFHVVDU\�VNLOOV��,W�ZDVQ¶W�FOHDU�ZKDW�VKRXOG�EH�LQWHJUDWHG�WR�DFKLHYH�
a good outcome. There was little evidence that integration would 

LQFUHDVH�VDOHV�RU�FXW�FRVWV��0RUHRYHU��VRPH�RI�WKH�EXVLQHVVHV�ZHUH�
lukewarm about integration and thus not likely to embrace it fully. 

7KHUH�ZDV�OLWWOH�FRQWH[WXDO�SUHVVXUH�IRU�LQWHJUDWLRQ²QR�EXUQLQJ�
SODWIRUP��:LWK�DW�OHDVW�¿YH�EDUULHUV�WR�LPSOHPHQWDWLRQ��WKLV�SDUW�RI�
the project would have failed the implementation test.

The verdict

*HQHUDOO\��LI�WKH�RSSRUWXQLW\�WR�DGG�YDOXH�LV�ELJ��LW�PD\�EH�ZRUWK�
WU\LQJ�WR�PDQDJH�VXEWUDFWHG�YDOXH��WR�ORRN�IRU�ZD\V�DURXQG�WKH�LPSOH� 
PHQWDWLRQ�EDUULHUV��RU�ERWK��%XW�LI�WKH�RSSRUWXQLW\�WR�DGG�YDOXH� 
LV�VPDOO��SUREOHPV�ZLWK�HLWKHU�RI�WKH�RWKHU�WZR�WHVWV�VKRXOG�VẊFH�WR�
deter the initiative.

,Q�WKH�FDVH�RI�WKH�ZHEVLWH�SURMHFW��WKH�WKUHH�WHVWV�VXSSRUW�PDQDJH� 
PHQW¶V�LQVWLQFW�WR�FHQWUDOL]H�WKH�XSJUDGH�SDUW�RI�WKH�SURMHFW��%XW� 
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the integration part should only move forward if ways could be  

found to reduce the risks of subtracted value and to remove barriers 

to implementation.

,Q�UHDOLW\��WKH�FRPSDQ\�ODXQFKHG�D�SURMHFW�WR�DFKLHYH�ERWK�REMHF� 
WLYHV��ZLWK�XQIRUWXQDWH�UHVXOWV��:KLOH�WKH�XSJUDGH�ZDV�VXFFHVVIXO��
LQWHJUDWLRQ�GHOLYHUHG�IHZ�EHQH¿WV�DW�D�KLJK�FRVW��7KH�SURMHFW�UDQ�
RYHU�EXGJHW�DQG�ZDV�ODWH��ZKLFK�ZDV�GDPDJLQJ�WR�RQH�EXVLQHVV�ZLWK�
D�VXPPHU�VDOHV�SHDN��0RUHRYHU��DIWHU�WKH�SURMHFW�ZDV�FRPSOHWH�� 
WKH�SROLFLHV�SXW�LQ�SODFH�WR�SURWHFW�VWDQGDUGL]DWLRQ�GLVFRXUDJHG�WKH� 
businesses from experimenting with ways to upgrade their sites. 

/RRNLQJ�EDFN��WKH�EXVLQHVV�KHDGV�GRXEW�WKDW�WKH�SURMHFW�LQ�WRWDO�DGGHG�
much net value. They would have preferred to have kept control  

of their own sites.

Exhibit

Source: Adapted from Gabriel Szulanski, Sticky Knowledge: Barriers to Knowing in the Firm, 
London: SAGE Publications, 2003

Initiatives facing more than three of the following barriers to 
implementation are less likely to succeed.

The actions 
needed for a 
good outcome 
are poorly 
understood

The change 
agent does not 
have credibility

People whose 
contributions to 
the project will 
be needed aren’t 
motivated

People who will 
have to change 
their behavior will 
probably !nd it 
hard to do so

Few spare 
resources are 
available to help 
those who need 
to change 

There is little 
contextual 
pressure to 
motivate change

The managers
concerned have 
a history of poor 
relationships

There is little 
evidence that a 
proposed change 
will yield improved 
results

The designated 
change agent is 
not motivated to 
lead the project 
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Process supports

7KH�WKUHH�WHVWV�DUH�QRW�VLPSOH�FDOFXODWLRQV��-XGJPHQW�LV�UHTXLUHG��DQG� 
ZH�DUH�QRW�VXJJHVWLQJ�WKDW�WKH�MXGJPHQWV�DUH�WULYLDO��0RUHRYHU�� 
the tests are easier to apply in hindsight than before a project starts. 

:H�DOVR�NQRZ�WKDW�DQDO\VLV�DORQH�LV�QRW�VẊFLHQW��*RRG�GHFLVLRQV�

A technology company we know 
launched an initiative to identify 
strong sales-force practices within 
its international division and to 
transfer them across the division’s 
country-based units. The project 
was called Wave II, stimulated by a 
successful project—Wave I—that 
had focused on revenue-growth 
opportunities. 

Wave II involved identifying good 
practices in the sales processes of 
the different country units. These 
processes were then to be 
consolidated into a best-practice 
template for a set of software 
modules that the entire sales force 
could use.

The project passed the added-value 
test: managers knew that the 
performance of the sales force in 
different countries varied by as 
much as 25 percent. If the company 
could reduce this variation and the 
country-based units with the 
best-performing sales forces could 
improve their current levels, the 
payoff would be well above 10 percent.

In addition, the project passed the 
subtracted-value test. The sales  
task in each country was similar, so 
it wasn’t likely that standardized 

Failing to surmount the barriers 

processes would harm any of the 
country-based units. Moreover,  
the project team contained people  
from different countries, so its 
members would probably know 
which ideas were universally 
applicable and which would work 
only in some places. 

However, unlike Wave I, Wave II 
faced several barriers to implemen- 
tation. First, there was no urgency 
for change. As one manager 
explained, “we had an excellent  
year . . . outperforming the US part of  
the group, so why make changes? 
There is no crisis.” Second, there 
was no hard evidence to convince 
skeptics that a good practice in  
one country would work in another. 
Third, changes in each country 
would need to happen in quick 
succession because the changes 
were linked. This would make it hard 
for the country units to implement 
them. Fourth, few extra resources 
were available to support countries 
making changes. 

Unfortunately, managers 
implemented the project without 
considering the barriers. Not 
surprisingly, after six months, the 
initiative was not showing results 
and was cancelled.
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come from a dialogue between headquarters managers and busi- 

ness managers based on mutual respect. Each side has something 

WR�R̆HU��%HFDXVH�WKH\�KDYH�DFFHVV�WR�WKH�ELJ�SLFWXUH��PDQDJHUV� 
at headquarters may see opportunities to add value that business 

PDQDJHUV�PLVV��%XVLQHVV�PDQDJHUV��RQ�WKH�RWKHU�KDQG��DUH�EHWWHU�
positioned to detect subtracted value and implementation barriers.

Organizational clarity
$�FOHDU�XQGHUVWDQGLQJ�RI�WKH�GLYLVLRQ�RI�UHVSRQVLELOLWLHV�EHWZHHQ�
KHDGTXDUWHUV�DQG�EXVLQHVV�XQLWV�LV�DOZD\V�KHOSIXO��)UDQFKLVH�
RUJDQL]DWLRQV�SURYLGH�DQ�H[WUHPH�EXW�LQVWUXFWLYH�PHWDSKRU��7KH�
IUDQFKLVHHV��WKDW�LV��WKH�EXVLQHVV�GLYLVLRQV��DUH�FOHDUO\�OHVV�SRZHU� 
IXO�WKDQ�WKH�IUDQFKLVRU��KHDGTXDUWHUV���%XW�DOO�SDUWLHV�XQGHUVWDQG�
that the relationship will work only if the franchisor provides  

value for the franchisees and if the franchisees have autonomy in  

all areas not covered by the franchise agreement. Both sides  

should evaluate any new initiative by the franchisor to test the likely 

impact on added and subtracted value.

:LWKRXW�FODULW\��SRZHU�VWUXJJOHV�DQG�FRPSHWLQJ�DJHQGDV�FDQ�
HPHUJH�ZKHQ�FRPSDQLHV�IDLO�WR�FRPPXQLFDWH�WKH�GL̆HUHQW�UROHV�WKDW�
KHDGTXDUWHUV��IXQFWLRQV��DQG�EXVLQHVVHV�VKRXOG�SOD\�

Measuring perceived added value
$OWKRXJK�WKH�YDOXH�WKDW�KHDGTXDUWHUV�DGGV�FDQ¶W�DOZD\V�EH�PHDVXUHG�
LQ�¿QDQFLDO�WHUPV��FRPSDQLHV�FDQ�JDXJH�SHUFHSWLRQV��2QH�DSSURDFK�
LV�WR�DVN�VHQLRU�PDQDJHUV�LQ�EXVLQHVV�GLYLVLRQV��HYHU\�WKUHH�RU� 
VL[�PRQWKV��WR�DVVHVV�WKH�QHW�DGGHG�YDOXH�RI�GL̆HUHQW�KHDGTXDUWHUV�
IXQFWLRQV��SURFHVVHV��SROLFLHV��DQG�SURMHFWV�RQ�D�VLPSOH�VFDOH�RI� 
RQH�WR�WHQ��$�ORZ�VFRUH�W\SLFDOO\�VSDUNV�D�GLDORJXH�

The main argument against such an evaluation process is that 

headquarters sometimes needs to use tough love and hard-to-take 

PHGLFLQH��DQG�WKDW�WKH�EXVLQHVV�XQLWV�PD\�WKHUHIRUH�UDWH�KHDG� 
ṘFH�SHUIRUPDQFH�XQIDLUO\��%XW�RXU�H[SHULHQFH�VXJJHVWV�WKDW�PDQ� 
DJHUV�LQ�WKH�EXVLQHVVHV�XQGHUVWDQG�WKH�EHQH¿WV�RI�WRXJK�ORYH�� 
$QG�KHDGTXDUWHUV��RI�FRXUVH��FDQ�DOZD\V�FKRRVH�KRZ�WR�UHDFW�WR�D�EDG�
score after engaging in the appropriate dialogue.

Blowing the bureaucracy whistle
2XU�¿QDO�VXJJHVWLRQ�LV�WR�JLYH�DOO�PDQDJHUV��HVSHFLDOO\�WKRVH�LQ�WKH�
EXVLQHVV�GLYLVLRQV��D�QRWLRQDO�³EXUHDXFUDF\�ZKLVWOH�́ �/LNH�WKH� 
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IDPRXV�DQGRQ�FRUG��WKH�HPHUJHQF\�FDEOH�RQFH�VWUXQJ�DERYH�7R\RWD�
production lines that brought managers and engineers running to 

SLQSRLQW�WKH�SUREOHP�VR�DV�WR�PLQLPL]H�GRZQWLPH��WKH�EXUHDXFUDF\�
whistle should trigger a similarly focused dialogue. 

(YHU\�PRQWK�RU�HYHU\�TXDUWHU��DQ�DSSURSULDWH�PDQDJHPHQW�FRP� 
PLWWHH�FDQ�UHYLHZ�WKH�UHSRUWHG�EXUHDXFUDF\�LVVXHV��2I�FRXUVH��VXFK�D� 
committee runs the risk of becoming a bureaucracy in its own right. 

%XW�DW�WKH�YHU\�OHDVW��LW�ZLOO�VKRZ�WKH�RUJDQL]DWLRQ�WKH�LPSRUWDQFH�RI�
keeping an eye on subtracted value.
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