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LEADERSHIP

On good authority
THE ABILITY TO COMMUNICATE AN ORGANIZATION’S VISION IS A MORE IMPORTANT LEADERSHIP 

ATTRIBUTE THAN BANKING EXPERTISE AND PROFESSIONAL QUALIFICATIONS, SAYS ALFRED LEGNER

LEARNING TO COPE WITH CHANGE
Alfred Legner’s 40-year career was spent mainly in banking, based in Europe but working
internationally, writes Eila Rana. About six years ago he created the Integrative Leadership
Forum (ILF), a network of senior business people who share knowledge and learn about
business leadership issues.

“I decided I would like to share my own experience with others to help them avoid the
mistakes I made so they can concentrate on their own,” says Legner. “Throughout my career,
and increasingly over the past 10 to 15 years, I noticed that the problems and challenges of
corporate life were growing, but our ability to cope was not keeping pace. We have been
covering up for this for quite some time but it’s becoming clear that we can’t go on
managing companies as we do.” Legner is currently in talks with the France-based business
school INSEAD and the German British Forum to take the ILF’s work to a wider audience.
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Germany has been aggravated by two
important factors: the heavy contribution they
made towards German re-unification and the
German Credit Act, which favours technical
skills and banking expertise over leadership. 

This has contributed to a competency driven
management culture in Germany. It has also
served as an excuse for top management to
spend too much time on operational details and

Banking in Europe has reached a cross-
roads. While a dozen or so top banks
are doing extremely well – some British

banks, in particular, are going from strength
to strength – the majority are turning in pretty
mediocre results. 

At the bottom end of the spectrum are the
German banks, which – to put it mildly – have
put in some pretty sub-standard performances.
Even the once-proud flagship of banking in
Europe, Deutsche Bank, seems to have lost its
way and may become a takeover target.

Frenetic changes of strategy and structure,
plus cost-cutting exercises – which prove very
popular when banking executives start to run
out of ideas – are a clear symptom of manage-
ment teams panicking in the face of disastrous
cost/income ratios, weak returns on capital
and plummeting market capitalizations. So
why has the gap become so wide?

A lack of direction
Market conditions are the same for everybody,
as are the implications arising from the
collapse of the internet bubble, low economic
growth in Europe and a significant number of
fraudulent corporate failures. It is fair to say,
though, that the situation for banks in

to take their eyes off the market. Key issues,
such as giving direction to customers, staff and
shareholders through regular reviews have also
been put on the back burner, as has the adjust-
ment of strategies and business models. 

Giving a clear direction to an organization’s
strategy is exactly what differentiates the suc-
cessful leader from his or her rivals. They have
a clear picture of the future of the bank and are
able to communicate this clearly to both their
external – customers, shareholders and the
general public – and internal – staff, supervi-
sory boards and auditors – markets. 

They are also able to formulate credible
mission statements and ambitious, but realis-
tic, strategies, and shorten the buy-in process
by involving key opinion builders from day
one. Using the skills and experience of a wide
range of people in an organization is often
under-utilized in the critical processes of sce-
nario planning and strategy adjustments. This
is cost-effective as it allows organizations to
reduce the use of strategy consultants by
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using their own existing resources properly.
Successful organizations have strategies that

are customer-driven. They have innovative, but
reliable products and solutions that add value.
They do not overcharge, instead they deliver
value for money because they have first-class
processes and system support. They have an
empathy with their customers, which is why
relationships hold, even during hard times. 

This strong customer base provides suc-
cessful banks with the luxury of being able to
use the markets when it suits them, rather
than being used. This is the fate that often
befalls many second-division banks, which are
forced to rely on copying products that are
often approaching the end of their shelf lives,
rather than trust their own innovations. Here
deals are bought, rather than arranged, and
trading and inter-bank business does not sup-
plement but instead substitutes customer-dri-
ven revenues. The temptation to use desperate
measures, such as manipulating the markets,
to create volatility and boost income is high.

Self-awareness and mental fitness
As far back as I can think, banks have been
ridiculed for not being part of the real econ-
omy. I occasionally felt offended by that.
However, there is no doubt that the amount
of business that financial institutions as a
whole do with real customers – business that
adds value to the economy – is very limited;
probably less then 10 per cent.

So where does this leave the customer?
First, they will turn to those top banks that
make it a policy to serve the client with a mix-
ture of imagination and authenticity. Second,
they will be attracted by small regional and
local banks that play the “proximity card” by
connecting standard products to the needs of
their customers.

So, what does it take to build and sustain a
financial institution that impresses and
pleases all its stakeholders most of the time,
produces stable profits, provides job security,
adds value for its customers, is free of scandal
and rewards its workforce?

The answer is what I call “good authority”,
a leadership style throughout the organization
which acknowledges that the commercial
world in general – and banking in particular –
is far too complex and demanding to rely on
acquired professional competences and edu-
cational qualifications alone. 

Starting with the CEO and his or her top
management team, self-awareness and emo-
tional and mental fitness are the key supple-
ments to technical expertise and professional
skills. Leveraging positive attributes –
courage, creativity, diversity, empathy and
optimism – controlling negative ones – ego-
ism, greed, vanity and jealousy – and last, but
not least, managing fear, will create a corpo-
rate culture that is an important differentiat-
ing factor in its own right.

Where good authority does not come nat-
urally, it can be developed through coaching
and mentoring. Unfortunately, this cannot be
delegated and has to be applied from the top
down, with the CEO leading by example. 

There are measurements available that
prove that good authority-based leadership
can have an extremely strong impact, not only
on retaining customers and attracting staff of
the highest calibre, but also on improving the
bottom line.

However, even the best leadership will
unfortunately not secure the future of all the
banks in Europe. Thirty to 40 per cent of
them will have to go as the Continent is
clearly over-banked. This process will require,
without doubt, a lot of “good authority”.

Alfred Legner is founder of the
Integrative Leadership Forum. He
has held various senior posts in
the German banking sector,

including managing director of Norddeutsche
Landesbank Luxemburg.

FW


