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A NOTE BEFORE YOU READ

This work is offered for education and leadership development. It is not legal, financial, accounting, investment, medic-
al or psychological advice; take the advice of a qualified professional who knows your circumstances. Companies and
events are described from the public record as the author understands it; characterisations are the author’s analysis. Ex-

amples are illustrative, and no particular outcome is promised to any reader.

ABSTRACT

Every company keeps two sentences about itself: the one on the wall and the one in the bonus plan. In a
hard quarter the second wins, quietly. This book is about the distance between them, and about time:
the clock a company decides on, and the clock its people, customers and assets renew on. Purpose, pa-

tient capital and the time a company needs: thirteen chapters, a tool in each, and a workbook.
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TWO SENTENCES

CHAPTER ONE

Two Sentences

The sentence on the wall and the sentence in the bonus plan

Every company keeps two sentences about itself. The first is the one it shows. It sits in the articles of asso-
ciation, on the wall in reception, in the opening paragraph of the annual report, and it says what the com-
pany is for. The second is the one it runs on. It sits in the bonus plan, the covenant on the loan, the guid-
ance given to analysts, the figure the finance director checks on the first Monday of the month, and it says

what the company will be judged on and when.

Most of the time the two sentences live side by side without trouble. In a good year there is money for the
apprentices and money for the dividend, money for the research programme and money for the margin.
The test comes in a hard quarter, when only one of the two can be honoured. Then the second sentence
wins, and it usually wins quietly, without a meeting where anyone decides that the first sentence no longer
applies. The training budget is trimmed. The product launch slips a year. The long customer is moved to a
cheaper service tier. Each decision is small and defensible. Together they are the company choosing its next

quarter over its next decade.

This book is about the distance between those two sentences, and about the one thing that most often de-
cides which of them wins. That thing is time. Not time in the abstract, but two specific clocks: the period
over which the people who make a decision will be judged, and the period over which the thing the de-
cision draws on takes to renew. When the first clock is shorter than the second, the second sentence wins.

When the two clocks are brought into line, the first sentence has a chance.

Three rooms, one decision

The pattern is easier to see in a room than in a theory. The three rooms below are composites, buile for
teaching from situations common enough that most readers will recognise one of them; none is a real or-

ganisation or family.

The first is a boardroom in a listed engineering company. The finance director presents the forecast for the
year. It is a little short of the figure the company guided analysts toward in the spring. She lays out three

ways to ClOSC the gap: defer the next phase Ofﬂ SO&W&I’C platform the operations ream hﬂS been bulldmg
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TWO SENTENCES

for two years, freeze graduate hiring for twelve months, and move the maintenance contract on the older
plants from preventive to reactive. Each saves a sum. Together they close the gap. Nobody in the room be-
lieves any of the three is good for the company over five years, and nobody says so, because the cost of each

arrives after the people in the room will have been judged. The meeting takes forty minutes.

The second is a kitchen in a family firm, three generations old, that makes specialist fittings for boats. The
founder's granddaughter runs it. An investor has offered to buy a minority stake, and the money would pay
for a new produetion line. The terms are reasonable. 'Ihey include a target return over five years and a right
to sell the stake, with the family's shares alongside, if the target is missed. The granddaughter's apprentices
take four years to train. The boatyards she supplies change suppliers about once a generation. She is being
offered capital on a five-year clock to fund a business whose two most valuable assets run on clocks of four

years and twenty—five. She senses the mismatch without having a word for it.

The third is a smaller kitchen. Two adults, one child, a rented flat. One adult has been studying in the
evenings for a professionai qualifieation that will take another two years. In a hard month, the boiler fails,
the card balance rises, and the course fees fall due. The course is paused. The month's accounts recover at
once. The cost of the pause will arrive in three years, when the higher saiary the qualification would have

brought does not, and it will never appear in any account as a loss.

The three rooms differ in scale by several orders of magnitude. The decision in each is the same. A long-
clock asset, a platform, a workforce's skill, a person's qualification, pays for a short-clock result, and the
payment is booked as a saving. This book is written to make that decision visible before it is taken, and to

show the structures that let it be taken differently.

Why this book

The idea is not new, and the book does not pretend it is. Economists have argued about short-termism for
decades. Lawyers have argued about the purpose of the corporation for longer. In 2018 Colin Mayer, a pro-
fessor at Oxford's Said Business School, published Prosperity, the fullest modern statement of the case that
a company has a purpose beyond profit, and he went on to lead the British Academy's programme on the

fucure of the Corporation} Chapter 2 sets out his argument and the older history it recovers.

What this book adds is a particular way of reading that argument, drawn from Ammanuel Santa Anna's Ec-
static Economics. Santa Anna reads an economy the way an ecologist reads a watershed: as a living system
with stores and flows, with things that renew and things that are drawn down, and with feedback that
cither reaches the people making decisions or does not. Read that way, short-termism stops being a vice to
be scolded and becomes a design fault to be repaired. His book is careful on this point. Describing the
shareholder-primacy corporation, he writes: "Its legal structure, its incentive systems, its accounting frame-

works, its governance mechanisms all converge on a single objective: maximize financial returns to share-
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holders."” The sentence is not an accusation against the people inside. It is an anatomy of a structure, and

structures can be redrawn.

The reading also reaches somewhere the usual accounts of short-termism do not: into the body of the per-
son deciding. Santa Anna's book gives a chapter to what scarcity and threat do to the nervous system, and
its conclusion bears directly on time horizons. Under chronic threat, he writes, ”scarcity—based economics
literally makes people less intelligent, less creative, less empathic, and less capable of long-term thinking."
He adds at once: "Not because they lack ability, but because their nervous systems are in a chronic state of
threat response that shuts down the very capacities most needed to create a different kind of economic
life."”? A board facing an activist and a family facing an overdraft are, in this account, in the same physiolo-
gical position. Both are being asked to think on a long clock by bodies that have been told to survive the

WCCk.

That joining of institution and body is the house's contribution. It is why this book spends as much care on

who holds a company as on how it is run, and as much on the kitchen table as on the boardroom.

\X/hy now

Three things make the question practical rather than academic.

The first is that the old answer has lost its certainty. For about half'a century, the Working sentence of most
large companies in Britain and the United States was some version of Milton Friedman's 1970 essay title,
that the social responsibility of business is to increase its profits.3 In August 2019 the Business Roundtable,
an association of chief executives of large American companies, published a Stacement on the Purpose of a
Corporation, signed by 181 of them, committing to customers, employees, suppliers and communities as
well as to long-term value for sharcholders# Chapter 3 examines how much that statement changed, which
by the best study of it was very little. But the fact that it was written at all tells a leader something. The

question of what a company is for is open again, in the rooms where it is decided.

The second is that the evidence has improved. For a long time the case against short-termism rested on sur-
veys of what executives said and on stories of what they did. Since then researchers have found ways to ask
the causal question more carefully: what happens to a company's value and investment when its executives'
pay is made to look further ahead. Observational studies have also looked more closely at what happens
when its owners cannot sell. Chapter 5 sets out that evidence with its limits. It is narrower than its advoc-

ates claim and more consistent than its critics allow.

The third is that the structures exist. A founder who wants a company to stay true to its purpose after she
has gone is not inventing something. Industrial foundations have owned some of Europe's largest compan-
ies for generations. Employee trusts have owned British retailers for most of a century. In September 2022

the founding family of Patagonia transferred their company to a purpose trust and a nonprofit collective,
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using ordinary legal instruments.> Chapters 6 and 7 work through these cases from the companies' own
documents. The point for now is that the long clock is not a utopian proposal. It is a set of tools already in

use, unevenly known.

Who this book is for

[t is written for four readers, and each will use it differently.

The leader who runs something: a company, a division, a practice, a school, a hospital trust. She does not
own the company and cannot change its sharcholders. She can change what her team is measured on and
over how long, which assets her budget protects, and what goes in the minutes. The field manual in chapter

9 is written for her, week by week.

The owner: a founder, a family that holds a firm across generations, a partner in a professional practice, the
trustee of a foundation. He can change what the company is and who can sell it. Chapters 6 and 7 are writ-

ten with him in mind, and chapter 11 gives him the words for the conversations that follow.

The board member or adviser, who sits between the two and is often the one person in the room able to
ask how 10ng an asset takes to rebuild. Chapters 3, 8 and 10 are hers: the objections taken seriously, the

question of guidance to investors, and how to tell whether any of it worked.

The household, which runs on two clocks as surely as any company: the monthly statement and the long as-
sets of health, skill, a child's schooling, a parent's care. Most chapters carry a houschold version of their ar-
gument, and chapter 12 works one household through a year. Nothing in this book is investment advice,

and the house gives none. What it offers a houschold is the same structural reading at the scale of a kitchen

table.

The one claim
The book makes one claim, stated here once so that every later chapter can be read as a test of it.

A company's time horizon is set by its purpose and its owners long before it is set by its managers. A leader

who wants longer horizons has to change what the company is for and who holds it, not only how it is run.
Two consequences follow, and they run through the whole book.

The first is that exhortation does not work. A management team told to think long-term, while its pay
vests in eighteen months and its largest lender reviews the covenant every quarter, will think long-term in
the strategy day and short-term in every decision after it. This is not hypocrisy. It is what any structure
does to the people inside it. Santa Anna's book has a short sentence for this, which chapter 2 will return to:

"Culture doesn't float free of structure."

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life 7


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

TWO SENTENCES

The second is that patience is not a sacrifice. The usual language treats the long term as something a com-
pany pays for out of its returns, a cost of virtue. The house's reading treats it as accuracy. A forest grows at
the speed it grows. A team learns at the speed it learns. A customer comes to trust a supplier at the speed
trust is built. An owner whose expectations match those speeds is not being generous to the company. She
is being right about what she owns. Santa Anna's teaching on financial insticutions makes the point dir-
cctly: "Patient capital isn't about sacrificing financial returns; it's about recognizing that true prosperity en-

compasses social and environmental WCH—]O(:ing.”Q

What the book will not do

A book about long horizons should be honest about its own.

It will not tell a reader what to buy, sell or hold. The evidence in these chapters concerns companies, own-

ership structures and incentives. It does not concern which shares will rise.

It will not claim that every patient owner is a good one. A long clock tells an owner to wait for the slow as-
sets to renew. It does not tell her which assets are worth renewing, and some of the most patient owners in
economic history kept factories open long after their products had stopped serving anyone. Chapter 3

takes that objection at full strength.

It will not pretend that markets are the enemy. Several of the sharpest findings in chapter 5 come from fin-
ancial economists using market prices, and they show particular owners on particular clocks behaving in
particular ways, not markets in general punishing the future. Santa Anna's own book refuses the villain
story. Of the shareholder-primacy corporation he writes, "Ecstatic Economics doesn't demonize this mod-

el

And it will not offer the living-systems reading as the only true one. It is a lens. It is offered because it
makes some things visible that the usual accounts leave in shadow: the draw-down hidden inside a good
result, the body's part in shortening a horizon, the parties with long clocks who sit in the corner of the
stakeholder map marked monitor. A reader should keep the lens where it shows her something true and set

it down where it does not.

The map of the book

The book has thirteen chapters and a workbook.

Chapters 2 to 5 set out the argument. Chapter 2, The Company Was Chartered for Something, recovers the
older idea that a corporation'’s privileges were granted for a stated purpose, examines the belief that direct-
ors must legally maximise sharcholder value, and sets out what Mayer actually proposes. Chapter 3, Four
Objections, Answered Plainly, gives the critics their strongest form: accountability, purpose-washing, en-

trenchment and the claim that short-termism is overstated. Each turns out to be an objection to purpose
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without structure. Chapter 4, Two Clocks in Every Company, is the house's own reading: the decision clock
against the regeneration clock, the loop that settles toward decline, and the body's clock under threat.
Chapter 5, When the Clock Lengthens, sets out the evidence and works a composite family manufacturer

through the arithmetic of cutting its future to raise its sale price.

Chapters 6 to 8 are cases. Chapter 6, The Foundation and the Trust, reads Europe's foundation-owned com-
panies, Bosch above all, from their own published figures. Chapter 7, Handing It On, reads two founders
who gave up the right to sell: Yvon Chouinard's family at Patagonia and John Spedan Lewis at the John
Lewis Partnership. Chapter 8, The Quarterly Question, follows the companies that stopped giving investors

quarterly earnings guidance, Z{I'ld What the research sdys happened nexe.

Chapters 9 to 12 are for use. Chapter 9 is a field manual: twelve weeks, end to end, with roles, decisions and
what to do when it stalls. Chapter 10 is about measurement: how to know whether a longer clock is renew-
ing anything, written so that a leader cannot fool herself. Chapter 11 gives the hard conversations, with
boards, lenders, families, investors, staff and sceptics, in words a person could actually say. Chapter 12 takes

the whole argument home, to one composite household across one year.

Chapter 13 closes with the living-systems reading of the whole and one image to carry away. The workbook

gathers every tool in the book and a ninety-day plan.

Each chapter ends with a tool, written out in full, that can be used the same week. The tools are meant to

be ﬁlled in by hand and kept Where the monthly numbers are kept, not Where the Values are framed.

The neighbouring books

This book belongs to a series in the Ecstatic Economics lineage, and several of its arguments are completed
elsewhere. The evidence on employee ownership, which bears directly on who holds a long clock, is the
subject of Owning the Work. The history of how a workforce can share in gains it builds over time is told in
The Gain Was Always Shared. Where this book refers to them it says so, and leaves them to do their own

WOI‘k.

The order of reading matters less than it might seem. A reader who owns a firm and is thinking about who
will hold it after her may want to read chapters 6 and 7 first and return to the argument after. A leader
with a board meeting next month may go straight to chapters 9 and 1. A houschold may begin with
chapter 12. The book is built so that each chapter stands on its own, with its tool, while the argument of
chapters 2 to 5 sits underneath all of them. What it asks of every reader is the same: to put the slow clock
and the fast one on the same page, and to look at both before deciding. Everything else in these pages is a

way of making that one habit easier to keep, in a company and at home, in a good quarter and a bad one.
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A first page

Before the argument begins, it is worth knowing where you stand. The tool below takes a quarter of an
hour. It asks for nothing a person who runs a company or a houschold does not already know, and it is usu-

ally more revealing than expected, because the two clocks are rarely written on the same page.

Fill it in now. Fill it in again when you reach the end of the book. The difference between the two pages is

the most honest measure this book can offer of whether it was worth reading.

Tl’lfi TOO]: Tl’lfi Horizon Snapshot

One page. Fifteen minutes. For a company, a team, or a houschold.
1 - The two sentences

« The sentence we show (purpose, mission, what the money is for):

« The sentence we run on (what we are actually judged on, and by whom):

« The last time the two disagreed, and which one won:

2 - The longest-lived thing we depend on

« Name it (a skill, a relationship, a reputation, a pipeline, land, health, a child's schooling):

« How long it would take to rebuild if it were run down:

3 - The shortest clock that can draw on it

« Who decides about it:

« Over what period they are judged: months

+ Who sets that period:

4 - Who holds the long clock

« The person or body with the longest horizon, the standing to act and some distance from daily

managcmcnt:

(or: nobody yet)

5 - One line

« If the clock in part 3 is shorter than the time in part 2, write the one thing that would lengthen it:

Dated __ - to be repeated after chapter 13 on
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CHAPTER TWO

The Company Was Chartered for Something

A sentence in a drawer

Chapter 1 began with the two sentences every company keeps: the one it shows and the one it runs on. This

chapter is about the first, and about how it came to matter so lictle.

Colin Mayer, a professor of management studies at Oxford's Said Business School and a former dean there,
spent much of the last decade asking what would happen if the first sentence were made to mean some-
thing. His book Prosperity: Better Business Makes the Greater Good, published by Oxford University Press in
2018, is the fullest statement of that question.? Its claim is plain enough to fit on a card. A company has a
purpose, and the purpose is not profit. Profit is what a company earns for doing its purpose well. The final
report of the British Academy's programme on the future of the corporation, which Mayer led, puts the
purpose of business in one line: "to create proﬁtable solutions for the problems ofpeople and planet, while

not proﬁting from creating prob]ems for cicher."®

Ammanuel Santa Anna's Ecstatic Economics arrives at the same place from a different direction. Where
Mayer reads company law and history, Santa Anna reads the nervous system and the long record of eco-
nomies organised around something other than accumulation. His diagnosis of the dominant model is dir-
ect, and so is his refusal to turn it into a villain. Of the sharcholder-primacy corporation he writes, "Ecstat-

ic Economics doesn't demonize this model" And elsewhere: "The alcernative is not anti-business."2

This chapter does three things. It recovers the older idea that Mayer's argument restores. It examines one
belief that ends most conversations about purpose before they begin, the belief that directors are legally
obliged to maximise sharcholder value. And it sets out what Mayer actually proposes, which is more struc-
tural than its reputation, before turning to how a purpose sentence is written well enough to decide some-

thing.

The older idea

The argument fOl' corporate purpose is LlSUZlHy presented as new. It is CIOSCI' to a I'CCOVCI'_Y.

The early corporation was a grant, not a right. A charter from a Crown or a legislature allowed a group of

people to act as one body, to own property, to sue and be sued, and to outlive its founders, and it allowed
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them to do so for something: a canal, a bridge, a trading voyage, a college, a town. Mayer's book builds
much of its history on this point. The corporation's defining privilege, a life longer than any of its mem-

bers, was granted in return for a stated undertaking. Purpose came first and limited liability came after?

It is worth pausing on why the privilege and the purpose were joined. A body that outlives its members is a
body with a 10ng clock by construction. The canal company would still exist when its first shareholders
were dead; the college would still be teaching when its founders' grandchildren were old. The charter was
the instrument that told such a body what to do with its long life. Without it, a corporation's immortality

would be a power with no direction. With it, the long clock had a task.

Over the nineteenth century, general incorporation statutes in Britain and the United States made the cor-
porate form available to anyone who filed the papers. That was a large and good change. It opened enter-
prise to peop]e who had no friends at court, and much of the prosperity of the following century was buile
on it. It also allowed the stated purpose to shrink to a formality. By the late twentieth century a company's
objects clause commonly said that it could carry on any lawful business, which is a purpose in the way that
"any destination” is a travel plan. The corporation kept its long life. It lost the instruction about what the

long life was for.

Into that space came a second sentence. In September 1970 the economist Milton Friedman published an
essay in The New York Times Magazine under the title "The Social Responsibility of Business Is to Increase Its
Profits.® Friedman's argument was more careful than its headline. He held that managers are agents of the
owners, that spending the owners' money on social causes the owners had not chosen is a kind of taxation
without consent, and that profit should be pursued within what he called the rules of the game. Chapter 3
gives that argument its full strength. In the decades that followed, though, the essay was compressed into a
slogan, the slogan into a theory of the firm, and the theory into pay packages tied to share prices. The

second sentence, the one a company runs on, came to be written in a single variable.

Santa Anna tells the same history as a developmental arc rather than a fall. In his account each school of
economic thought answered the conditions of its time and carried a shadow with it; the shadow of the late
twentieth century was a single number allowed to stand for everything. His phrase for what a matured
company does instead is that it "has expanded its circle of concern from a single metric (shareholder re-
turn) to a constellation of metrics that reflect the full comp]exity of value creation." Mayer would put it in
a lawyer's terms. The two descriptions meet on one point: a company that measures one thing will, under

pressure, sacrifice everything it does not measure.

The myth in the boardroom

Before purpose can be discussed, one belief has to be examined, because it ends most conversations about

purpose before they begin. It is the belief that directors are legally required to maximise sharcholder value.
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Santa Anna's book states the common version of it in strong terms. Followed far enough, he writes, the lo-
gic of scarcity arrives at a world where "a corporation can be legally obligated to maximize sharcholder re-
turns even when doing so destroys communities, poisons watersheds, or drives species to extinction."? As a
description of how many boards behave, and of what many directors believe, the sentence is fair. As a
statement of American or British company law in ordinary decisions, it is narrower than the belief that

surrounds it, and the difference matters for a leader deciding what is possible.

The late Lynn Stout, a professor of corporate law at Cornell, made the case most clearly. In "Why We
Should Stop Teaching Dodge v. Ford," she showed how much weight one 1919 Michigan decision has been
asked to carry In Dodge v. Ford Motor Co., the court ordered Henry Ford to pay a special dividend and re-
marked that a business corporation is organised and carried on primarily for the profit of the stockholders.
Stout's argument, in her own abstract, is blunt: "U.S. corporate law does not and never has imposed a legal
obligation on directors to maximize sharcholder wealth." Her reasons were that the remark in Dodge was
not needed to decide the case, that later courts rarely relied on it, and that the doctrine which actually
governs most board decisions in the United States, the business judgment rule, gives directors wide latit-
ude to Weigh employees, customers, communities and the long term so 1ong as they act in good faith and

without conflict. Her later book, The Shareholder Value Myth (2012), extended the argument.

There are real limits, and a fair account names them. In eBay Domestic Holdings v. Newmark (2010), the
Delaware Chancery Court held that the directors of craigslist could not use a poison pill to protect the
site's community-minded culture against a shareholder simply because they preferred that culture to profi.
When a company is put up for sale, Delaware's Revlon line of cases asks directors to seek the best price reas-
onably available. In the United Kingdom, section 172 of the Companies Act 2006 asks directors to promote
the success of the company for the benefit of its members as a whole, while having regard to employees,
suppliers, customers, the community, the environment and the likely consequences of any decision in the

long term. The members come first in that sentence; the long term is something to have regard to.

So the accurate sentence is this. In ordinary decisions, most directors in these jurisdictions already have the
room to run a company for the long term and for its stakeholders. What they lack is not legal permission.
It is protection: from a sale, from a hostile bid, from an activist with a short holding period, from a pay

plan that rewards the next eight quarters. The law opens a door that the structure of the company then

holds shut.

That is why Mayer's programme looks past the directors' duty to the company's constitution and its own-
ers, and why Santa Anna's book spends its most practical pages on ownership rather than on exhortation.
His own line on this is one a director could pin above the desk: "Culture doesn't float free of structure.? A

purpose that is not written into what the company is, and into who can sell it, is a mood.
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What Mayer actually Proposcs

Prosperity is sometimes summarised as an argument for corporate virtue. It is more structural than chat. Its
B g P
proposals, developed with colleagues in the British Academy's Future of the Corporation programme

between 2017 and 2021, can be grouped under fOUI' headings.ﬂ

Purpose in the constitution. A company should state, in its articles, what problems it exists to solve, and
directors should owe their duties to that purpose. The statement is meant to be specific enough to exclude

things. A purpose that permits everything constrains nothing.

Ownership that holds the purpose. Owners should be able to commit to the purpose for long periods.
Mayer points repeatedly to companies held by industrial foundations, common in Denmark and Germany,
where a foundation with a charter owns a controlling stake and cannot sell it. Robert Bosch GmbH is the
best-known example. By the company's own account, the not-for-profic Robert Bosch Stiftung holds
roughly ninety-four per cent of the share capital, while some ninety-three per cent of the voting rights are
held by a separate body, Robert Bosch Industrietreuhand KG; the founder's descendants hold the remain-
ing seven per cent or so of the votes and, through a family company, roughly five per cent of the capital B
Chapter 6 reads that structure in detail. Santa Anna's book names Bosch for the same reason, as one of the
companies that "demonstrate that it is possible to build profitable, competitive businesses that are struc-

turally incapable ofbeing captured by short-term financial interests."2

Measurement net of harm. Profits should be measured after the cost of remedying the damage a company
causes and ofmaintaining the natural, human and social assets it depends on. A firm that earns its return
by running down an asset it does not own has not earned it. This proposal is the one closest to the house's
reading in chapter 4, where a profit made by drawing down a long-clock asset is treated as a transfer from

the future rather than a gain.

Regulation and finance aligned to purpose. Where a company provides an essential public service, regula-
tion should hold it to that purpose; and investors who supply long-term capital should be able to make

credible commitments in recurn for it.

Mayer's 2021 article in the Journal of Management Studies, "The Future of the Corporation and the Economics
of Purpose," sets out the economic reasoning in compressed form.” Its abstract argues that "regulation is
proving increasingly inadequate at correcting market failures, and the traditional separation between eco-
nomic efficiency and distribution that underpins policy formulation is untenable." It is an argument, not a
test. It does not measure whether purposeful firms outperform, and it does not claim to. The evidence on

time horizons, which chapter 5 sets out, comes from elsewhere.
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Patient capital, defined

The second half of this book's subject has a less tidy origin. Patient capital is a phrase used by development
economists, venture investors, foundations and politicians, and no single author owns it. In finance it usu-
aily means money supplied with a long expected hoiding period and without a demand for eariy liquidity:
a foundation's controlling stake, a family's holding across generations, a pension fund's allocation to infra-

structure, a lender who accepts a long tenor.

Santa Anna's book uses it in that sense and adds a reason. In the canon text of Ecstatic Economics he writes:
"Conventional capital, with its demand for rapid growth and quick exits, is structurally hostile to this kind
of development.™* The development he means is the slow work of building trust, refining practice and
showing that a regenerative approach can pay. In his teaching on 1iving financial institutions, he is careful
about what the phrase does not mean. He writes: "Patient capital isn't about sacrificing financial returns;
it's about recognizing that true prosperity encompasses social and environmental well-being"s The same
text gives the institutional version of this chapter's argument in one instruction: "Banks, funds, and cooper-

atives need to clearly articulate their purpose beyond profit."s

The first of those two sentences matters for a reader who manages money. Patience is not a discount gran-
ted to good causes. It is a match between the time a productive asset needs to grow and the time its owner
is prepared to wait. A forest, a research programme, a team's tacit skill and a customer's crust all regenerate
on long cycles. Capital that demands its return on a shorter cycle than the asset regenerates will be paid,

for a while, out of the asset itself.

That is the thread between Mayer's purpose and Santa Anna's ecology, and the rest of this book follows it.
Purpose says what the company is for. Patient Capitai is the owner who will let it be for that 10ng enough
to do it. The charter told the old corporation what its long life was for; patient ownership is what gives a

modern Company a iong hfe in the ﬁI'St piace.

Tl’ll'€€ drafts, read ClOS(?]y

It helps to watch a purpose sentence being improved. The three drafts below belong to a composite com-
pany, invented for teaching: a regional business that installs and services heating systems in older homes,
with about two hundred staff and a family as its main owner. Each draft was the one its board actually

liked at che time.

The first draft. "We exist to deliver outstanding energy solutions for our customers and value for our shareholders.”

Every word is defensible and none of it decides anything. It names no problem and no people. It would
permit the company to sell anything that produces energy to anyone who pays, and it would permit the

company O cut any COSt that 10W€I'S Value fOI‘ customers 1{: it raises Va]ue fOI' shareholders by more. [t con-
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tains no harm the company refuses to profit from. A board reading it in a hard quarter would find it on

both sides of every argument.

The second draft. "We exist to keep older homes in our region warm, safe and affordable to heat.” This is much bet-
ter. It names a problem (warmth, safety and cost in older housing) and a place (the region). It would tell
the board to decline a profitable contract to install systems in new-build developments two hundred miles
away, which is the test from the section above: a purpose earns its place when it would make the company
refuse something. It still says nothing about harm. It would permit the company to sell houscholds a Sys-

tem that is cheap to install and expensive to run, because the sentence is satisfied on the day of installation.

The third draft. "We exist to keep older homes in our region warm, safe and affordable to heat, and we will not profic
from selling a household a system that costs it more over its life than the one we would choose for our own home.” The
last clause is clumsy, and boards usually want to tidy it. They should resist. It is the clause that does the
work. It sets a test any engineer in the company can apply at a customer's kitchen table, it puts the house-
hold's long clock, the fifteen or twenty years a boiler runs, into the sales conversation, and it names a profit
the company will refuse. A board in a hard quarter, looking at a sales target that would be met by pushing

the cheaper systems, now has a sentence that ranks the decision.

Notice what happened between the drafts. The first was written for readers outside the company. The third
was written for the people inside it who make decisions, on the day they make them. Mayer's formulation
is built to produce the third kind of sentence, because its two clauses force a writer to name a problem and
a harm. That is why the formulation matters more than its wording. A company that adopts the words

without doing the naming has written the first draft in better clothes.

There is one more step, and it is the subject of the rest of this book. The third draft is still only a sentence.
If the family that owns the company sells it to a buyer who does not share the purpose, the sentence goes
with the old owners. If the managers are paid on annual installation volume, the sentence will lose to the
bonus plan in any year it is tested. The draft tells the company what it is for. It does not yet give the com-

pany a long enough life, or a patient enough owner, to be it.

The household version
It would be easy to read all of this as a macter for boards. It is not only that.

A houschold also has a stated purpose and a working one. The stated purpose is often generous: the chil-
dren's education, a parent's care, a house that can be left to someone. The working purpose is the one writ-
ten in the direct debits, the overdraft, the card balance and the month-end feeling in the stomach. Santa
Anna's book is precise about what that feeling does to time. Under financial threat, he writes, "Your time

horizon collapses. The future shrinks to the immediate — this quarter, this month, this paycheck.”? A com-
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pany under quarterly pressure and a family under month-end pressure are making the same trade for the

same reason.

Nothing here is investment advice, and the house gives none. The point is narrower and more useful. A
houschold, like a company, can write down what its money is for, can notice which of its arrangements
serve that purpose and which serve only the next thirty days7 and can decide which commitments it is pre-
pared to hold for longer than is comfortable. A houschold's charter is not filed anywhere. It can still be

written, and once written it can be checked, which is what charters were for.

The finer points of writing a purpose

The British Academy's principles ask for a purpose statement; they do not say how to write a good one,

and most first drafts fail in the same three ways®

Too wide. "To improve lives" excludes nothing. A purpose earns its place when it would tell a board to de-
cline a profitable opportunity. Test it by naming one deal it would refuse. If no one in the room can name

one, the sentence is decoration.

Too vague about the problem. Mayer's formulation is built around problems: whose, and which. "Safe, af-
fordable warmth for houscholds in older housing stock” names a problem and a people. "Energy solutions"
does not. A named problem has a furcher advantage, which chapter 3 develops: it can be measured, and a

purpose that can be measured can rank decisions.

Silent about harm. The second clause of the formulation, not profiting from creating problems, is the one most
often left out, and it is the one that does the work in a hard quarter. A purpose sentence should say what
the company will not earn money from. That clause is where the long clock enters the sentence, because

most harms a company is tempted toward are harms that arrive later and land on someone else.
Two further points come from practice racther than from the principles.

Write it where the numbers are. A purpose framed in reception is read by visitors. A purpose printed at
the top of the monthly management accounts is read by the people who decide. The second placement is

cheaper and more effective.

Date it and read it again. A purpose is not written once. It is written, used for a quarter, and then read
against the decisions actually taken. The question at the second reading is not whether the sentence is still

admired. It is whether any decision went the other way because of it.

For a houschold, the same tests apply with smaller words. What is this money for. Whose problem does it

solve. What will we not do to get it.
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The Tool: The Purpose Sentence
Wl‘ite lt on one page. Keep lt Where the monthly numbers are kept, not Where the Vllh.les are frﬂmed.
1 - The sentence, in Mayer's form

We exist to produce profitable solutions to __ (the problem) for _ (the people or places), and we will not profic

from o (the harm we I'C{"USG to Cause).

for _, and we will not _

For a houschold: This money exists to _ _ to get it.

2 - 'The three tests

* One proﬁtable thing this sentence would make us refuse:

« The specific people or place named:

« The harm named in the last clause, in words a customer or child would understand:

3 The structure check

QUESTION ANSWER WHO COULD CHANGE IT WITHOUT OUR
CONSENT

Is the sentence written into the articles, the parmership deed, or the yes / no

will?
Who could sell the company or the asset tomorrow?

\X/hat dOCS thC largcst pay or bonus plf{l’l I'CVV'ZH'C{7 and over hOW many

months?
What does the largest lender or creditor require, and how often?

Whlc]’l commitment wou]d we kCCp through a bild yCle"?

4 - The horizon line

« The longest-lived asset this purpose depends on (a skill, a customer relationship, land, a reputation, a

child's schooling):

« How long it takes to rebuild if it is run down: ______

« The shortest period over which anyone is judged on results: months

« If the second figure is shorter than the first, write the one change that would lengthen it:
5 - The date

« Written on __ - read again on _ (one quarter later) - changed? yes / no - why: ___
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A charter, kept

The early charters were written on vellum and kept in a chest, and the chest mattered because the charter
could be checked. A company or a family that writes its purpose in one sentence, names the harm ic will
not profit from, and keeps the page where the numbers are kept has done something small and old. It has

given its long life a document to point to.

Chapter 3 takes the strongest objections to this argument seriously and answers each with a structure. The

house's reading of employee ownership, one of those structures, is in Owning the Work.
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CHAPTER THREE

Four Objections, Answered Plainly

An honest disclaimer

The argument for corporate purpose has a reputation, and some of it is earned. It has produced a great
many mission statements, a great many conference panels and a smaller number of changed decisions. A
reader who runs a company, or looks after a family's money, is right to ask whether purpose is a structure

Or a costume.

Chapter 2 set out Colin Mayer's case: a company exists to create profitable solutions for the problems of
people and planet without profiting from creating problems, and it needs owners patient enough to let it
This chapter gives the other side its strongest form. There are four objections that deserve an answer. Each
has a scholar behind it and evidence beside it, and each points, once it is taken seriously, to a specific

design choice rather than to a reason to give up.

Ammanuel Santa Anna's Ecstatic Economics is a useful companion here because it is willing to criticise its
own side. Its section on common pitfalls names the failures of purpose-driven enterprises as plainly as it
names those of the extractive firm. He writes: "Organizations built on passion and purpose are paradoxic-
ally vulnerable to the very depletion they aim to heal" He ends the passage with a warning that applies to
every objection below: without structure, such enterprises "will reproduce the extractive pattern in altern-

ative clothing"?

The claim of this chapter is that each serious objection to purpose is an objection to purpose without
structure, and each is answered by a particular structure. Read as a list, the objections are a specification.

A designer who hears them out ends with a better building than one who never heard them.

One: a manager Wl’lO SETVES EVEeryonc answers €O NO Oone

The oldest objection is about accountability‘ Milton Friedman's 1970 essay argued that a corporate execut-
ive is an employee of the owners, and that spending their money on goals they have not chosen amounts to
imposing a tax and deciding how to spend it, functions that in a democracy belong to elected govern-
ments.*® It is a serious argument about legitimacy, not a defence of greed, and it is worth reading in that

light. Friedman was asking who gave the manager the right.
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Michael Jensen, the Harvard financial economist, put the same concern in the language of management a
generation later. In the abstract of his paper on the corporate objective function he writes that "since it is
logically impossible to maximize in more than one dimension, purposeful behavior requires a single valued
objective function."? A firm told to maximise several things at once, on this view, has in effect been told to
maximise nothing, because there is no rule for trading one goal against another, and a manager without
such a rule cannot be held to account for any choice at all. Every decision can be defended by pointing at
whichever stakeholder it happened to serve. Jensen's own answer was what he called enlightened value

maximisation: pursue long-run value, and attend to stakeholders because long-run value depends on them.

This objection is right about something important. Purpose that cannot be measured becomes discretion,

and discretion without measurement is a gift to whoever holds it.

The way through is a purpose speciﬁc enough to rank decisions. Mayer's formulation helps because it is
built around named problems, and a named problem can be measured: homes heated, patients treated,
tonnes not emitted, apprentices trained. A purpose that excludes some profitable business gives the board
exactly the trade-off rule Jensen said was missing. It does not tell directors to balance everything. It tells
them which thing comes first. The British Academy's principles add a second half: performance should be
measured against the purpose, and profits should be reported net of the cost of the harm the company

causes.&

It is worth noticing how close this answer comes to Jensen's own. Enlightened value maximisation asks
managers to pursue long-run value. A purpose sentence with a named problem and a named harm says

which long run, and on whose behalf. The disagreement narrows to a question of what gets written down.

Santa Anna's reading of the Balanced Scorecard, in the Luminous 100, makes a relaced move. The four per-
spectives of Kaplan and Norton's scorecard, he argues, are not a menu of equal goals but a living system
whose parts depend on one another, so that "the scorecard's true "balance” is developmental coherence, not

"20 Coherence is a stricter test than balance. It asks whether the measures point

just metric diversification.
the same way, and whether the one that develops the organisation's capacity, which in the scorecard is
1earning and growth, is treated as the engine of the others rather than as one item among four. A board
that holds itself to coherence has the single direction Jensen asked for without collapsing it into a single

number.

Two: tl’lff statement is a press 1'616356

The second objection is empirical and recent. On 19 August 2019 the Business Roundtable, an association
of chief executives of large American companies, published a new Statement on the Purpose of a Corpora-
tion signed by 181 of them.* It committed the signatories to delivering value to customers, investing in em-
ployees, dealing fairly and ethically with suppliers, supporting the communities in which they work, and

generating long—term Value fOf shareholders. It was Wldely read as the end O{: shareholder primacy.
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Lucian Bebchuk and Roberto Tallarita, of Harvard Law School, then looked at what the signatories did. In
"The Illusory Promise of Stakeholder Governance" they conducted, in their own words, "a conceptual, eco-
nomic, and empirical analysis of stakeholderism and its expected consequences,” and concluded that stake-
holderism "is an inadequate and substantially counterproductive approach to addressing stakeholder con-

cerns."*

Their empirical work examined whether the commitments were followed by the changes in gov-
erning documents, director pay and board processes that a real change of objective would require, and they
reported very few. Their argument is that stakeholderism, as practised, mainly serves to protect managers

from shareholder pressure while giving stakeholders nothing they can enforce.

Mayer replied in a short paper whose title states his position: "Sharcholderism versus stakeholderism — a
misconceived contradiction.”® Trade-offs, he argued, are present in sharcholder governance as well as
stakeholder governance, and making judgements among them is a board's ordinary work rather than an
impossible burden. The exchange is worth reading in full, because both sides agree on more than their

titles suggest. Neither thinks a signed statement Chzmges a company.

Bebchuk and Tallarita's paper is a study of one stacement by one group of companies at one moment. It is a
law-review analysis, not a 10ng—rur1 study of firm outcomes. Within those limits it is persuasive. A promise

that changes no document, no pay plan and no right of anyone outside the company is a press release.

The way through is to write the purpose where it binds. A purpose clause in the articles, a director's duty
owed to it, a pay plan that measures it, and a party outside management who can enforce it. That last ele-
ment is the one most often missing and the one Mayer's work emphasises: a foundation, a trust, an employ-
ce owner, a mission-locked shareholder. Santa Anna's sentence is the shortest version of the point: "Culture
doesn't float free of structure.” A reader can test any company's purpose, including her own, with one

question: if the managers ignored it tomorrow, who could stop them, and with what?

Thl'ﬁﬁ: patience ShClt@I’S the Comfortable

The third objection turns patient capital against itself. If owners cannot sell and managers cannot be re-
moved, the company is free to think long-term. It is also free to drift, to over-pay its executives, to keep a
failing division open for sentiment, and to be badly run for a generation without consequence. The market
for corporate control is harsh, but it is also how a badly run company changes hands. Remove the threat of

sale and you remove one O{: the fGW forces that re]iably reaches a Compiacent bOZLI'd.

This concern has a specific form in two common structures. Dual-class shares give founders voting control
with a minority of the Capital; critics argue that the benefit of founder vision fades over time while the
cost of entrenchment grows, and have proposed that such structures expire after a set period. Industrial
foundations raise a subtler version. Henry Hansmann, of Yale Law School, and Steen Thomsen, of Copen-
hagen Business School, studied the governance of Danish foundation-owned firms. Their starting point

was a puzzle they state in their abstract: previous studies had found, "surprisingly, that companies con-
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trolled by industrial foundations are, on average, as profitable as companies with conventional patterns of
investor ownership." How are companies with no owner who can sell, and no owner who takes the profits
personally, kept efficient? Rather than comparing foundation firms with investor-owned ones, they com-
pared foundations with each other. Their answer turned on what they called managerial distance: founda-
tion-owned companies did better where the foundation's board was separated from the company's manage-

ment, so that the people who oversee the company are not the people being overseen.

That is the important ﬁnding7 and the house draws a lesson from it: patience is not the same as absence.

Read this way, the best long-horizon owners are present and demanding; they simply judge on a longer

clock.

The way through is distance and a clock. Separate the body that holds the purpose from the people who
run the company. Give 10ng—h0rizon control a review date, a sunset, or a trigger: a set number ofyears after
which ordinary voting returns unless the holders of the purpose vote to renew. Measure managers on the

purpose over a period long enough to matter and short enough to act on.

Bosch is an instructive example of the first element. Its foundation holds roughly ninety-four per cent of
the capital and, by the company's own account, does not steer the group's strategy; some ninety-three per
cent of the votes sit with a separate industrial crust whose task is to exercise the owner's role, and the
foundation funds its charitable work from the dividend it receives.® Chapter 6 reads that design in full.
The point here is that the people who receive the money and the people who hold the votes are deliberately

not the same people, and neither is the management.

Santa Anna's governance notes make the same distinction from the other side. The time-horizon problem,
he writes, "is not a problem of individual virtue — it is a problem of institutional design."2® Entrenchment

is also a design problem, and it has design answers.

Four: short-termism is overstated

The fourth objection is the most technical. Some financial economists argue that the case against shore-ter-
mism is built on anecdote and on a misreading of markets. Share prices, on this view, already reflect long-
term prospects; companies that cut research to hit a quarterly target are punished for it; and the overall

level of corporate investment is set by opportunities, not by impatience.
The evidence here is genuinely mixed, and a reader deserves the mix rather than a verdict.

On one side, Jeremy Stein's 1989 model in the Quarterly Journal of Economics showed that managers can be-
have myopically even when markets are perfectly efficient. The mechanism is about signals. Investors can-
not see directly whether low current earnings reflect investment or trouble, so they read low earnings as
trouble, and managers who know this sacrifice some investment to keep earnings up. Everyone is rational,

and the company still under-invests. John Graham, Campbell Harvey and Shiva Rajgopal's 2005 survey of

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life 23


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

FOUR OBJECTIONS, ANSWERED PLAINLY

financial executives found that a majority would give up economic value to deliver smooth earnings, and
that many would delay a project with a positive net present value to avoid missing an earnings target.2®

These are the executives' own answers about their own behaviour.

On the other side, Brian Bushee's 1998 study of research and development spending tested the two compet-
ing views directly%cl Critics argue that the frequent trading of institutional investors encourages managers
to cut research to meet short-term earnings goals; others argue that the large stakes and sophistication of
institutions let managers focus on long-term value. Bushee found that institutional investors, taken as a
whole, made managers less likely to cut research to reverse an earnings decline, not more. The pressure
came from a particular kind of owner: institutions with high portfolio turnover and momentum trading
strategies. Where those owned a very large share of a company, managers were more likely to cut. Short-

termism, on this evidence, is not a property of markets in general. It is a property of particular owners.

The way through is to choose the owners. Bushee's finding turns an abstract debate into a practical one. A
listed company cannot control who buys its shares, but it can affect which investors it attracts: by declin-
ing to give quarterly earnings guidance, by reporting the measures that matter to its purpose, by speaking
to long-term holders first. Chapter & follows the companies that tried the first of these and what the re-
search found. A private company, a family firm or a houschold makes the choice directly every time it
takes money from someone. The question is never only how much and at what price. It is also on what clock

does this money expect to be repaid, and what will it want from us if the clock runs short?

The four objections, run on one company

Objections are easier to use when they are aimed at something particular. Chapter 2 worked through a
composite company, invented for teaching: a regional heating installer with about two hundred staff; a
family as its main owner, and a purpose sentence in its third draft, which names warm, safe and affordable
homes in its region and refuses to profit from selling a household a system that costs more over its life than

the one the company would choose for itself. Here is what each objection does to it.

Accountability. Can the sentence rank a decision? Mostly, yes. It ranks the regional contract above the dis-
tant one and the efficient system above the cheap one. It does not yet say how the board will know wheth-
er it is succeeding. The answer the board settles on is two measures reported every quarter beside the ac-
counts: the average expected running cost, over fifteen years, of the systems installed that quarter, and the
share of customers still served by the company five years after installation. Neither is perfect. Both are

numbers a director can be asked about, which is what Jensen's objection requires.

Purpose-washing. Does the sentence bind? At the start, no. It is in the annual report and on the vans. The
famiiy writes it into the articles, which costs a lawyer's afternoon. The sales team's commission, which was
paid on installation value, is changed so that a fifth of it depends on the fifteen-year running-cost measure.

And the fami]y's largest shareholder, the founder's daughter, is given the explicit right in the shareholders'
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agreement to call a meeting if the measure worsens two quarters running. Now there is someone outside

management who can enforce the sentence, and a reason for the sales team to care about it.

Entrenchment. Does the patience have a clock and a distance? The famiiy's control is the patience, and
there is a real risk that it becomes comfortable. The managing director is the founder's son-in-law. The
board agrees two things. An independent director with no famiiy tie chairs a short annual review of the
company against its purpose. And the protections in the sharcholders' agreement lapse after ten years un-

less the family votes to renew them, with the vote minuted along with its reasons.

The owners' clocks. Who supplies the capital, and on what clock? The family's equity runs on a generation.
The company's bank faciiity is reviewed annuaily and carries a covenant on the ratio of debt to annual
profit. In a bad year, that covenant is the shortest clock in the company, and it governs. The board's re-
sponse is not to change banks at once. It is to open a conversation with the bank about a longer tenor for
the part of the facility that funds training and service vans, and to write down, in advance, which long-

clock spending would be protected if the covenant came under pressure.

None of these changes is dramatic. Each took a meeting or two and a page of drafting. Together they turn
the sentence from something the company shows into something it runs on, which was the gap chapter 1

began with. And each was prompted by an objection. The critics did the specification work for free.

What the four have in common

Read together, the objections describe the conditions under which purpose fails. It fails when it is too
vague to rank decisions, when nobody outside management can enforce it, when patient owners become
absent ones, and when the company's money comes from people on a shorter clock than its work. Each is a

gap in structure.

Santa Anna's book frames failure in a similar way. Of the extractive firm, he insists that its harms come
from the system rather than from bad people: "Not because they're evil. Because the system has severed the
feedback loop that would normally connect action to consequence."? The purposeful firm is not exempt
from that logic. A purpose with no feedback loop, no measure that tells the board how it is doing and no
owner who will act on the answer, is as cut off from consequence as any quarterly target. In his workbook
on the keystone effect, he writes of fragmented systems generally: "When you operate from fragmented
thinking in an integrated reality, the reality eventually sends feedback. And the feedback has been getting

louder."32

The four objections are some of that feedback. They are worth hearing in full because each tells a designer

where to put a beam.

There is a second thing the four share, and it matters for chapter 4. Each objection, in its own way, is about

time. Accountability is about the period over which a manager can be judged. Pui‘pose—washing is about
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the gap between the day a statement is signed and the day it would have to cost something. Entrenchment
is about how long a shield lasts. Short-termism is about time by name. The answers to all four are, at bot-
tom, ways of setting clocks: a measure reported on a stated cycle, an enforcement right that outlasts the

current management, a sunset on a protection, an owner whose holding period matches the work.

The finer points, for a leader
Four habits follow, one for each objection.

Write the trade-off rule. Under the purpose sentence, write the one or two things that come first when the
purpose and this year's profit disagree, and the one thing that never gives way. Take it to the board and ask
cach director to name a past decision it would have changed. If nobody can, the rule is not yet specific

enough.

Name the enforcer. For each commitment in the purpose, name the person or body outside management
who can enforce it. If the answer is nobody, the commitment is a hope. Some firms solve this with a mis-
sion-locked share, some with a foundation, some with an employee trust, some with a lender's covenant.

The form macters less than the fact that the enforcer exists and knows it.

Set the clock. For any structure that shields the company from short-term pressure, write a review date.
Patience that has to be renewed is still patience; it is also accountable. The review should ask one question

of the shield: whart has it allowed us to renew that we would otherwise have drawn down?

Map the owners by horizon. List who supplies the company's capital, debt included, and the period each
expects to wait. The list is often surprising. Many companies with patient sharcholders have impatient

lenders, and the lender's clock governs in a bad year.

The finer points, for a houschold

The same four objections apply at the kitchen table. A family's stated purpose for its money is often vague.
Nobody outside the family enforces it. Long-term savings sometimes become a place nobody looks. And
the household's own capital frequently comes from lenders on very short clocks, a card balance or an over-
draft. None of this is advice about what to buy or hold. It is the same structural reading ac smaller scale:
name the purpose specifically enough to decide with, decide who will hold the household to it, review it on
a date, and know which of the household's commitments are owed on a shorter clock than the life they are

meant to support.

Santa Anna's book insists that the inner work and the outer structure belong together, and the household
is where that is casiest to see. The structural changes and the steadier nervous system, he writes, "are two
hands of a single body, reaching toward the same horizon."? A houschold that writes its purpose and also

lowers the temperature of its money conversations is working with both hands.
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The Tool: The Purpose Stress Test

Run this on a company, a fund, a family's money, or your own. One page. An hour.
1 - The purpose, in one sentence
2 - Objection one: can it rank a decision?

« A profitable opportunity this purpose would refuse: ______

« The trade-off rule when purpose and this year's profit disagree: ______

« The measure of the purpose itself, reported how often: ______
3 - Objection two: does it bind?
WHERE THE PURPOSE APPEARS YES / NO
The articles, partncrship deed, trust deed or will
The duties of the directors or trustees
The largest pay or bonus plan

A I'igl’lt held by someone OUtSid€ management

« If management ignored it tomorrow, who could stop them, and how: ______
4 - Objection three: is patience present?
« Who holds the purpose, and are they separate from those who run the company: ______

« The review date or sunset on any shield from short-term pressure: ______

« The last time the long-term owner asked a hard question, and what it was: ______

5 - Objection four: who are the owners, and on what clock?

SOURCE OF CAPITAL (EQU|TY, LOAN, CARD, AMOUNT EXPECTED PERIOD BEFORE WHAT THEY CAN DO IF THE
INVESTOR, FAMILY) REPAYMENT OR RETURN PERIOD RUNS SHORT

« The shortest clock in this table: ______ months

« The longest-lived thing the purpose depends on: ______ years

6 - The verdict

Strong on: __ - weakest on: _ - the one structural change to make this quarcer: ___
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Where a beam goes

A builder who has heard four objections to a design does not abandon the building. She walks the plan
with each objection in turn and marks where a beam is needed. Chapter 4 reads the problem of time hori-
zons as a living system, which is where Santa Anna's book is most its own. Two of the beams marked here,
the employee owner and the owner who speaks rather than sells, are taken up in Owning the Work and The
Embedded Market.

Four objections, four marks on the plan, and a house that stands more squarely for every one of them.
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CHAPTER FOUR

Two Clocks in Every Company

A well in August

A farmer whose well has always given water does not measure the aquifer beneath it. The pump runs, the
tank fills, the crop is watered. If more land goes under irrigation, the pump runs longer and the tank still
fills. Nothing in the daily experience of the farm says that the water is coming from a store laid down over
centuries and refilled, each year, by a fraction of what is now being drawn. Then one August the pump

draws air.

Ammanuel Santa Anna uses this image in his manuscript on the costs of the machine metaphor in busi-
ness. A firm that systematicaﬂy underinvests in the long—cycle assets that generate its future earnings, he
argues, is consuming the ecology that sustains it, and its earnings can look healthy the whole time it does
so. He ends the passage on the point that matters for anyone reading a set of accounts: "the yield can be

maintained until, suddenly, it cannot."*

Chapters 2 and 3 set out Colin Mayer's argument for corporate purpose and the strongest objections to it.
Both stayed close to the language of law and finance, because that is where the argument has been conduc-
ted. This chapter reads the same territory through the house's own lens, the living-systems reading de-
veloped in . Its claim is that short-termism is not a failure of character but a mismatch of clocks: the peri-
od over which a decision is judged is shorter than the period over which the asset it draws on regenerates,
and patient capital is any arrangement that brings the two clocks back into line. Read that way, purpose
and patient capital stop being moral preferences. They become the ordinary maintenance of a living sys-

tem.

The rest of the book leans on this chapter. The evidence in chapter 5, the cases in chapters 6 to 8, the field

manual in chapter 9 and the measures in chapter 10 all assume the two clocks. It is worth taking slowly.

Two clocks

Ever>7 productive asset has a regeneration time. A stand of timber has one, measured in decades. A ﬁshery
has one, set by the age at which fish breed. A research programme has one: the years between the first ex-

periment and the product on the shelf. So do the less visible assets on which most companies now depend:
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the trust of a long customer, the tacic skill of a team that has worked together, a reputation, a culcure in

which people say what they see.

Every decision also has a clock: the period over which the person who makes it will be judged. For a listed
company this is often a quarter, sometimes a year, and for an executive's share awards three to five years.
For a fund manager it may be the annual ranking against peers. For a lender it is the covenant test. For a

household it is often the month.

Santa Anna's manuscript on regenerative governance places the relation between these two clocks at the
centre of the problem. He writes: "The time horizon problem is the most structurally consequential feature
of governance design. Chapter 4 established that extraction becomes self-defeating when the time horizon
of the decision-maker is shorter than the time horizon over which the productive asset regenerates. This is

not a problem of individual virtue — it is a problem of institutional design."ﬁ

The same manuscript names what governance owes a firm's long-cycle assets, and it is a demanding list.
Governance, he writes, "must sustain the capacity for renewal across all four capital types simultanecously
and across time horizons long enough for feedback loops to close.* The four are the financial, the relation-
al, the knowledge and the structural. Of the second, which most balance sheets do not show at all, he adds
that the network of trust "be actively maintained rather than passively assumed.”* A reader does not need

the rest of the framework to use the sentence. Trust that is assumed is trust being drawn down.

Ecology has a word for the line between the two clocks. It is yield. A ﬁshery can be harvested indeﬁnitely
at a rate below its rate of renewal, and anything taken above that rate is paid out of the stock. The north-
ern cod off Newfoundland is the case every student of the subject meets. The stock that had fed a fishery
for centuries fell so far that in July 1992 the Canadian government declared a moratorium on fishing it, and
tens of thousands ofpeople in Atlantic Canada lost their work.3 Fisheries scientists have argued for three
decades over the weight of each cause, overfishing, the assessments that guided the catch, changes in the
ocean itself, and the house does not settle that argument here; Ransom Myers, _]effrey Hutchings and Nich-
olas Barrowman's 1997 study in Ecological Applications is one of the principal contributions to it What is
not in dispute is the shape. The catch was set by peop]e judged on a season and a budget. The fish bred on a

clock of years.

A company is not a fishery, and the analogy should not be pressed into figures it cannot support. The
structure of the decision is the same. When the people who decide are judged faster than the asset renews,

the asset pays the difference, and the accounts record the payment as profit.

Tl’l(? 1OOP that S€tt1€S tOW&I’d decline

The aquifer has a second lesson, and it is the one that makes short-termism hard to leave once it has begun.
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A farm drawing down its aquifer earns more for a while. If it has borrowed against those earnings, the debt
has to be serviced from the same water. When the yield falls, the farm must draw harder to meet the pay-
ments, which lowers the water further, which makes next year's yield smaller. The farm is in a loop, and

every turn makes the next turn tighter.

Santa Anna describes the corporate version precisely. "The machine model's time horizon problem is self-
reinforcing,” he writes. Short-horizon governance produces decisions that deplete long-horizon capacity;
depleted capacity makes the firm more dependent on short-horizon extraction to meet its commitments;
and that dependence compresses the horizon further. In the systems language of his manuscript the loop is

balancing, but "it equi]ibrates not toward renewal but toward managed decline."32

This reading has a practical consequence that the moral vocabulary around short-termism misses. A com-
pany caught in the loop cannot leave it by resolving to be more patient. Each quarter's pressure is real, be-
cause the commitments behind it are real: the interest, the dividend the market has priced in, the bonus
pool that keeps the best people from leaving. It leaves the loop only when something outside the quarterly
cycle changes. An owner absorbs a weak year. A lender extends a tenor. A pay plan measures over five years
instead of one. A purpose clause tells the board which asset it may not draw down without saying why. Pa-
tient capital, in this light, is not generosity. It is the outside support that lets a system in a declining loop

rebuild its store.

The systems thinkers who taught a generation of managers to draw causal loops, Peter Senge chief among
them, made the same point in another vocabulary: structure produces behaviour, and people placed inside
a structure will reproduce its results whoever they are. The Luminous 100 carries Senge's systems thinking
among its frameworks, and the house's reading of it agrees with this one. Change the loop, not the people
in it.

There is a quicter consequence too. A loop that settles toward decline does not announce itself. Each
quarter looks like a reasonable response to the quarter before. The board that approved a training freeze in
a hard year approved it for good reasons, and the board that renewed it the year after did so because the

results showed the freeze had not hurt. That is the loop speaking. It hurts later, on the other clock.

The body's own clock

The most distinctive part of Santa Anna's argument is that the clock a decision runs on is not only set by

insticutions. It is also set by the nervous system of the person deciding,

Ecstatic Economics gives a chapter to what scarcity does to the body, and its account of time is exact. Under
threat, the autonomic nervous system shifts into mobilisation, and the future contracts. He writes: "Your

time horizon collapses. The future shrinks to the immediate — this quarter, this month, this paycheck.
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Long-term thinking feels like a luxury you can't afford.* He is careful to add that this is not a flaw of

character. It is what a body designed for survival does when it believes survival is at stake.

The observation joins the institutional argument at a precise point. A board facing an activist, an executive
with a share award vesting in eighteen months, a founder whose lender has called a covenant, a household
one bill from an overdraft: each is a body under threat, and each has a shorter clock for physio]ogicai reas-
ons before anyone has made a decision. Institutional patience and personal steadiness are therefore not
separate subjects. A structure that removes the threat of a sudden sale lets the peop]e inside it think on
longer clocks, and people who can think on longer clocks make the decisions that patient structures exist

to protect.

The book makes the converse point as well: under conditions of safety, it argues, the capacities needed for
p Y 5 p

planning and Weighing future consequences come back. The house claims no more for this than the book

does. The physiology belongs to a field with live debates, and the account draws on polyvagal theory, whose

claims are contested in the research literature3* The practical lesson is modest and useful. A leader who

wants a long-horizon decision should take it where the people taking it are not afraid: not in the week of a

profit warning, not in the meeting where jobs are being cut, not at the end of a month that has gone badly.

Chapter 9 builds that into the field manual as a rule about when the long-clock decisions are scheduled.

Severed feedback

The book names a second mechanism that shortens horizons, and it is the one most relevant to capirtal. It is

distance.

The modern investor can own a fraction of a company on another continent through a fund she has never
read, managed by a model she has never seen. Santa Anna calls this "the severance of capital from con-
sequence,” and treats it as the financial version of the somatic dissociation his book examines in the body.3
The harm is not that such investors are careless. It is that no signal from the asset reaches them except its

price, and price is the fastest and shortest of all the clocks.

His remedy is structural. Looking across the alternatives his book surveys, from worker cooperatives to
steward-owned firms to local investment networks, he finds restored feedback among their shared features:
in cach, the loop that connects an owner's decision to its consequence has been closed again34 The owner
who sits on a foundation board, the worker who owns a share of the firm, the lender who walks the farm:
cach receives signals from the asset on the asset's own clock. The book puts the consequence in one sen-
tence: "When you feel the impact of your economic choices — in your body, not just your mind — you

make different choices."34

A reader in finance may find the 1anguage unfamiliar. The mechanism is not. Information that arrives on

the right clock changes what is decided. A lender who visits the plant twice a year and knows the appren-
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tices by name reads the same covenant test differently from one who sees only the ratio. The case chapters
return to this: the Bosch industrial trust in chapter 6 and the John Lewis partners in chapter 7 are, among

other things, arrangements for getting the asset's own signal to the people who decide.

Who is in the room

If short-termism is a mismatch of clocks, the first practical question is whose clocks are represented when
a decision is made. The classical instrument for that question is the stakeholder map, which plots the
parties to a decision by their power and their interest and assigns each a treatment. The Alpha Papers set

out the instcrument in full at.

The Luminous 100 upgrades the map in a direction that bears directly on time. It replaces the grid's first
question with another: "Who are the living beings and systems affected by this decision?"s Some of those
beings and systems run on long clocks: the next generation of employees, the river downstream, the town
that will still be there when the plant closes, the customer who comes back in ten years if she is treated
well now. They are rarely powerful in the grid's sense, and so the conventional map puts them in the corner
marked monitor. The upgraded map asks what each relationship needs in order to be healthy, and that is a

question about time.

Ecstatic Economics draws a related principle from Haudenosaunee governance, the practice of weighing de-
cisions by their effect on the seventh generation. Santa Anna is careful about what the principle asks. He
writes: "Seven-generation thinking doesn't mean we can predict the future perfectly. It means we include the
future in our moral horizon — we recognize that the people who will live after us have a legitimate claim on
the decisions we make today. The same chapter asks readers to engage such traditions through relation-
ship and credit rather than by borrowing a phrase. This book holds to that: the principle is cited for what

it asks of a decision, not offered as a technique.

In practical terms, including the future means giving a long clock a seat. A foundation does it by charter.
An employee owner does it by staying. A board can do it more modestly by naming, in the minutes of
every major decision, which long-lived asset the decision draws on and how long it would take to rebuild.
That one line in the minutes is the cheapest structural change in this book, and it is one of the candidate

changes at the midpoint gate of the field manual in chapter 9.

Reading a set of accounts with two clocks

The lens becomes practical when it is turned on a real document. An annual report rarely shows regenera-

tion times, but it usua]ly shows enough to find the pairs that matter.

Begin with the lines that renew a long-clock asset. Training and apprenticeship spending, where it is dis-

closed. Research and development. Maintenance capital expenditure set against depreciation. Customer
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service headcount. Staff turnover, which is the reverse of tacit skill. Supplier tenure, where a company re-
ports it. None of these lines is complete and some are not reported at all. Together they are the nearest

thing a public document offers to a reading of the aquifer.

Then put each beside the result it might be paying for. Margin beside training. Earnings per share beside
research. Free cash flow beside maintenance spending. A result chat improves while the line beside it falls
is not proof of a draw-down, because a company can grow more efficient. It is a question to ask, and a

board that asks it each year learns more about its company than one that reads the two lines on different
pages.
Chapter 5 shows the arithmetic of a draw-down at the moment it is most tempting, the year before a sale.

Chapter 10 turns the pairs into a set of measures a board can track. Here the point is only that the second

clock is not invisible. It is merely kept on a different page.

A household on two clocks

The same reading works at the scale of a kitchen table, and it is often clearer there. Chapter 12 gives the

household a whole chapter; this section sets out only the lens.

A houschold's long-clock assets are not hard to name. Health renews slowly once it is run down. So does a
marriage, a friendship, a child's confidence at school, a parent's trust that someone will come. A skill that
carns the family's income has a regeneration time too: a qualification lapses, a network thins, a trade moves
on. Against these, the household's decision clocks are often very short. Rent is monthly, the card statement

is monthly, and work paid by the hour is judged by the weck.

The draw-down pairs are familiar to anyone who has lived through a hard year. Income rises while sleep
falls. Savings hold while a parent's visits stop. The overtime is paid this month; its cost arrives in a later
year and in another account. None of this is a moral failing, and the book's chapter on the body says so

plainly: a houschold under threat shortens its clock for the same physiological reasons a board does.

What the lens offers is not a budget, and nothing here is financial advice. It is a question to put beside the
budget each month: which long-clock asset paid for this month's result, and how long will it take to refill?
A houschold that can name one patient party, a relative, a buffer, an employer with a longer view, has the
advantage a company has when it finds one long-term owner. It has somewhere to stand while the slow

store refills.

The finer points of reading two clocks

For a leader who wants to use the lens on Monday, five distinctions make it practical.
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Regeneration time is not useful life. A machine has a useful life and is replaced. A team's tacic skill has a re-
generation time: if it is dispersed, it does not come back by purchase. The register below asks for the
second. When in doubt, ask the person who would have to rebuild the asset how long it would take, and

write down the answer they give, not the one the budget would prefer.

Draw-down hides inside good results. The clearest sign of an aquifer problem is a resulc chat improves
while the asset behind it is not renewed: margins rising as training falls, sales rising as service is cut, earn-

ings rising as research is deferred. Look for the pair.

Every clock has an owner. For each short clock, name who sets it: the analyst consensus, the remuneration
committee, the lender, the card statement. A clock with an owner can be negotiated. A clock nobody owns

is usually a habit, and a habit can be changed by the person who notices it.

One patient party is often enough. A system does not need every participant to be patient. It needs one
party with a long clock and the standing to act on it: a foundation, a family, an employee trust, a single
long-term lender. Find out who that party is in your organisation, or notice that there is none. Chapter 13

makes this the book's closing question.

Fear shortens the clock before policy does. Before asking whether the structure is patient, ask whether the
people inside it are frightened. A long-term plan written in a frightened room will be a short-term plan

with a longer title.

The Tool: The Two Clocks Register

Keep it as a single table, reviewed each quarter beside the accounts. Chapter 10 shows how to turn its trend

column into measures; the workbook at the back of the book reprints it.
1 - The assets on long clocks

ASSET THE PURPOSE DEPENDS ON WHAT REGENERATION TIME IF LAST YEAR'S SPEND TREND: RENEWED /
RENEWS IT RUN DOWN (YEARS) ON RENEWING IT HELD / DRAWN DOWN

A team's tacit skill

Long customers' trust

Research or product pipclinc
Reputation in the town or trade
Land, water, materials

For a household: health, a
qualiﬁcation, a child's schooling, a

l’lOIl’lC
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2 - 'The decision clocks

WHO DECIDES JUDGED OVER (MONTHS) WHO SETS THAT CLOCK COULD IT BE LENGTHENED, AND BY WHOM

3 - The mismatches

For each asset in part 1 whose regeneration time is longer than the clock of anyone in part 2 who can draw

on it, write one line:

__ months.

« Asset __ renews over _ years; can draw on it and is judged over _
4 - The draw-down pairs
List any result that improved last year while an asset in part 1 was drawn down:

« Result __ rose while fell.

5 - The room

« Was this register reviewed in a mecting where pcoplc were afraid for cheir jobs or their year? yes / no

. Ifycs, the date it will be read again in a calmer week:

6 - The patient party

______ (or: none)

« The one party with a long clock and the standing to act:

« When did they last act on it, and how:

7 The single change

« The one mismatch to close this quarter, and how (an owner, a tenor, a pay period, a purpose clause, a

line in the minutes):

The water table

A farm that measures its aquifer does something simple and rare: it puts the slow clock on the same page
as the fast one. It learns how much the ground refills in an ordinary year, it draws less than that, and in a
dry year it draws less again. Nothing about this is heroic. The harvest is smaller in some years than it could

have been. The well gives water in August.

Chapter 5 turns to the evidence: what the research shows when ownership and pay lengthen the clock, and
a composite family firm worked through line by line. The house's reading of complexity in The Economy

That Keeps Becoming and of regenerative economics in The Second Brief extends the systems view taken here.

The well gives water in August because somebody measured the water table in May.
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A NOTE FROM THE HOUSE

Every company keeps two clocks: the one its decisions run on, and the one its people, customers and
assets renew on. Where the first runs faster than the second, a gain is being drawn down that no
quarter records. Luminous Prosperity Inc. reads both clocks inside organisations as a gainshare, and

is paid as a share of the gain it helps find.

REQUEST A CONVERSATION
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CHAPTER FIVE

When the Clock Lengthens
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When the Clock Lengthens

HAUTE LUMIERE - THE LONG CLOCK - CHAPTER FIVE

A precise question

In 2017 Caroline Flammer, then at Boston University, and Pratima Bansal, ac Western University in

Canada, published a paper in the Strategic Management Journal that asked a question most of the debate
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about short-termism had only asserted an answer to. If a company's executives are made to think longer,

does the company become more valuable?3

The question is hard to answer because companies that choose 1ong—term pay differ from companies that
do not, and the difference, rather than the pay, may explain how they perform. Flammer and Bansal found
a way round it. 'Ihey studied sharcholder proposals asking for 1ong—term executive compensation that
passed or failed by a very small margin of votes. Whether such a proposal passes with fifty-one per cent or
fails with forty-nine is close to chance, so the companies on cither side of the line are otherwise alike; in
the authors' words, the passage of these close-call proposals "is akin to a random assignment of long-term
incentives.3® They found that adopting such a proposal led to an increase in firm value and in operating
performance, together with more investment in innovation and in relationships with stakeholders. Their

conclusion was that short-termism is a cost companies pay, not a neutral habit.

Chapters 2 to 4 made an argument: that a company's purpose and owners set its time horizon, that the ser-
ious objections to purpose are each answered by a structure, and that short-termism is a mismatch
between the clock a decision runs on and the clock its assets renew on. This chapter asks what happens
when the clock is lengthened in practice. The claim, stated plainly: the best evidence available suggests that
longer horizons, whether set by pay or by ownership, are associated with more long-cycle investment and
greater durability, and the evidence is strongest exactly where it is narrowest. It then reads two public

cases briefly, since chapters 6 and 7 take them in depth, and works one composite through line by line.

Five studies and their limits

Each study below supports part of the argument and cannot show the rest. The house gives both, because a
reader who will put her own company's future on a reading of the evidence deserves its edges as well as its

centre.

Long-term pay, tested causally. Flammer and Bansal's design is the strongest in this list, because the close
votes approximate a random assignment.3é Its limic is scope. It concerns 1arge listed American companies,
sharcholder proposals on pay, and one period. It shows that lengthening executives' horizons through pay
can create value. It does not show that every route to a longer horizon does, or that the effect holds for

private firms, or for firms outside the United States.

Foundation owners, observed. Steen Thomsen, Thomas Poulsen, Christa Borsting and Johan Kuhn studied
Danish companies owned by industrial foundations, publishing in Corporate Governance: An International
Review in 2018.37 They report foundation ownership as highiy stable compared with other ownership struc-
tures, and associate it with long—term governance and behaviour in the companies it OWNs: managers re-
placed less often, less financial 1everage, and companies that survive 1onger. The limit is that the study is
observational and Danish. Foundations may hold companies that would have been long-lived anyway, and

Denmark's 1egai and tax setting is particular. Hansmann and Thomsen's earlier work, discussed in Chapter
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3, records that previous studies found foundation-owned firms to be, on average, about as profitable as
conventionally owned ones, which is a weaker claim than outperformance and a more useful one: patience,

in that setting, did not cost the owners their return3®

Listing and investment, compared. John Asker, Joan Farre-Mensa and Alexander Ljungqgvist compared lis-
ted American companies with observably similar private ones, using a panel of private firms that the au-
thors describe as covering more than four hundred thousand firm-years between 2001 and 201132 Their ab-
stract states the ﬁnding exactiy: ”compared with private firms, public firms invest substantia]ly less and are
less responsive to changes in investment opportunities, especially in industries in which stock prices are
most sensitive to earnings news." In their own summary for a generai audience they put the responsiveness
gap at around four times. They read the result as consistent with short-termist pressure from public mar-
kets. Its limit, which later work has debated, is the identifying assumption the authors name themselves:
that closely held private firms face fewer short-term pressures. Private and public firms differ in ways no

matching method ﬁlily captures.

Executives' own answers. John Graham, Campbell Harvey and Shiva Rajgopal surveyed financial execut-
ives, as Chapter 3 described, and found that a majority would give up economic value to deliver smooth
carnings, and that many would delay a project with a positive net present value to avoid missing an earn-

ings target.42 The limit is that it measures what executives say they would do, not what they did.

Slow prices for slow assets. Alex Edmans studied the companies named among the hundred best places to
work in America and found that, over the following years, their shares earned returns above those of com-
parable benchmarks#* He read this as evidence that the market did not fully value employee satisfaction
even when it was publicly observable. The finding matters to this book because it shows a long-clock asset,
the trust and commitment of a workforce, being recognised by the market only slowly. Its limit is chac it
concerns one list, one market and one period, and that a reader cannot tell from it whether satisfaction

produced the returns or whether well-run firms produced both.

Read together, the studies point one way and leave gaps. None of them shows that patience is always wise;
a patient owner of a dying business is still the owner of a dying business. What they show is that, on aver-
age and in the settings studied, the clock matters, and that it can be changed by pay and by ownership. The

rest of this book builds on that much and no more.

What the evidence cannot yet tell you
There is a second set of limits, and they concern the reader rather than the studies.

The evidence is almost entirely about large companies. The firms most readers run, own or advise are smal-

ler, and in smaller firms the clocks are set less by markets than by a handful of people: a founder, a lender,
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a buyer in the wings. The mechanism this book describes is the same. The size of the effect, for any one

firm, is unknown.

The evidence is about averages. A board deciding what to do with its own apprenticeship programme is
not deciding for an average firm. It is deciding for itself; with its own sector, its own people and its own

debts. The studies tell it chat the direction of the argument is sound. 'Ihey cannot tell it the answer.

And the evidence is about one kind of horizon at a time: pay in one study, ownership in another, listing in
a third. Real companies change several clocks at once or none. Chapter 10 returns to this, because it is the
reason a firm that lengthens its clock should write down in advance what it expects to see, so that it can

learn from its own case rather than borrowing a conclusion from someone else's.

One more limit is worth naming because it cuts in the reader's favour. Almost every study here measures a
horizon that was lengthened by somebody else: sharcholders voting on a proposal, a foundation inheriting
a stake, a firm deciding to list or stay private. None measures what happens when the people running a
company decide, of their own accord, to read their accounts on two clocks. That is the change this book
asks for first, and it costs nothing but attention. The evidence cannot vouch for it. It also gives no reason to

wait for permission before trying it.

Two public cases, briefly

Two companies have become the standard illustrations of patient ownership, and both are taken in depth

12[[61‘ n the bOOk. Here they SErve only to ShOW that the structures the studies measure exist at SCZL]C.

Bosch. Robert Bosch GmbH describes its ownership on its own pages in a few figures.#* The Robert Bosch
Stiftung, a not-for-profit foundation, "holds roughly 94 percent of the share capital.” Of the voting rights,
"some 93 percent are held by Robert Bosch Industrietreuhand KG," an industrial trust that carries out the
owner's role. The founder's descendants hold the remaining votes and, through a family company, about
five per cent of the capital; the company itself holds about one per cent. The foundation receives most of
the dividends and spends them on its charitable work; the company says it has no say in the group's
strategy. Nobody who controls the company stands to sell it for personal gain, and the body that takes
most of its dividends does not control it. Santa Anna's governance manuscript points to firms of this kind
as evidence that such structures are not marginal: "These are not small firms — they are global market lead-
ers in their respective categories — and their governance structures are directly implicated in their capa-
city for long-horizon innovation."3 The house adds one caution, which chapter 6 develops. The claim that
the structure causes the innovation is plausible and consistent with the Danish evidence, but no study

cited here isolates it for Bosch.

Patagonia. On 14 September 2022 Patagonia announced that its founding family had transferred their own-

ership to two new entities.# The Patagonia Purpose Trust "owns all the voting stock of the company (two
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percent of the total stock)," and the Holdfast Collective, a nonprofit, "owns all the nonvoting stock (98
percent of the total stock)." The company said it expected to "pay out an annual dividend of roughly $100
million, depending on the health of the business," to be spent on the environmental crisis. The press re-
lease's headline was "Earth is Now Our Only Shareholder." Ecstatic Economics names the problem this kind
of transfer solves. Under steward ownership, Santa Anna writes, a company "belongs to itself — held in
trust for its purpose, like a cathedral or a national park," and "No matter how successful the company be-
comes, no individual can cash out by selling it."® The arrangement is young, and the dividend is a projec-

tion the company tied to its own results. Chapter 7 reads it beside the oldest employee trust in Britain.

A Composite: the cut before the sale

The public cases are large. Most readers run something smaller, and the decision they meet is usually more
ordinary than a transfer of ownership. The case below is a composite built for teaching; the company is not

real, and its figures were set by the writer to show the arithmetic.

A family-owned precision manufacturer employs about one hundred and forty people. Its annual revenue
is twenty-cight million dollars and its operating profic one million nine hundred thousand dollars. Two
lines in its costs run on long clocks. It spends two hundred and forty thousand dollars a year on an appren-
ticeship programme for machinists, which takes four years to produce a fully skilled worker. It spends four
hundred and ten thousand dollars a year developing its next product line, which takes about six years from

first prototype to sale.

The second generation of the family is considering a sale. An adviser points out that buyers in this sector
often price companies at a multiple of operating profit, and suggests, for illustration only, a multiple of

cight. At the current profit, that values the company at fifteen million two hundred thousand dollars.

The adviser then shows what happens if both long—clock lines are cut the year before the sale. Operating
profit rises by six hundred and fifty thousand dollars, to two million five hundred and fifty thousand. At
the same multiple, the company is valued at twenty million four hundred thousand dollars. The cut is
worth five million two hundred thousand dollars to the sellers, provided the buyer treats the higher profitc

as permanent.

Read with two clocks, the same figures say something else. The apprenticeship renews the firm's skilled
workforce on a four-year cycle; stopping it now leaves a gap that appears four years from now and takes
four more to close. The product line renews the firm's revenue on a six-year cycle; stopping it means that in
six years the company has nothing new to sell. The additional proﬁt is not new value. It is the aquifer of
chapter 4, drawn down and counted as yield. The buyer pays for it, and the employees and the town pay

again when the gap arrives.

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life 42


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

WHEN THE CLOCK LENGTHENS

The family in this composite chooses differently, and the choice is structural racher than heroic. They write
a purpose clause into the articles naming the region's skilled manufacturing jobs as part of what the com-
pany is for. They move control into a trust whose deed requires the apprenticeship and development
spending to continue at no less than a set share of revenue unless the trustees record why. They lengthen
the managers' bonus period from one year to five. They do not sell this year. Whether they are better off in
money depends on things no worked example can settle: the sector's future, their own needs, what a buyer
would have done. What the arithmetic makes plain is that the five million two hundred thousand dollars
was never a gain. It was a transfer from the company's future to its present owners, and every party on the

long clock would have paid for it.

Santa Anna's book names the moment this composite turns on. "Even the most mission-driven founder
eventually retires," he writes, "and if the company's ownership can be sold to the highest bidder, years of vi-
tality-centered culture can be dismantled overnight by a new owner with different priorities."s¢ The com-
posite family did not refuse to sell because selling is wrong. 'Ihey refused to sell a drawn-down company at

a price that counted the draw-down as carnings.

Lengthening pay without Changing owners

Most leaders cannot change who owns their company. Many can change how its managers are paid, and the
Flammer and Bansal result suggests that this alone moves the clock. Four design questions decide whether

a pay plan is long or merely long-dated.

Over what period is the result measured? A share award that vests after three years but is measured on one

year's earnings is a one-year plan with a delay. Measure the result over the period the asset needs.

What is measured? A plan that pays on profit pays for draw-downs, as the composite shows. A plan that
pays on profit together with a measure of the long-clock asset, apprentices qualified, products in develop-

ment, customer retention, pays for renewal as well as yield.

What happens after the person leaves? Deferred pay that is forfeited on departure keeps people; deferred
pay that continues to vest against later results keeps their decisions honest. The second is rarer and more

usefui.

Who can change the plan? A plan the remuneration committee can redraw in a bad year has a clock as

short as the committee's nerve. Write the rule for changing it into the plan.

None of this is a recommendation about any particular scheme, and nothing here is tax or 1ega1 advice. The

point is that the clock a manager is judged on is a design choice, and it can be read and changed.
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Th€ household version Of tl’lff cut

The same arithmertic appears in households, usually without a multiple and without an adviser to draw it.

Chapter 12 works a household through a full year; this is the shape in brief.

Consider a second composite, again built for teaching: a household whose two adults earn between them a
steady income and set aside each month a sum for one adult to finish a professional qualification over
three years. In a tight year the course is paused and the monthly sum goes to the card balance. The month's
accounts improve at once. The cost arrives later and quietly: the qualification that would have raised the
household's earnings in year four now arrives in year six, if at all, and the two missing years of higher in-

come are never counted anywhere as a loss.

Nothing here is advice, and some tight years leave no choice. The point is the shape. A houschold, like the
manufacturer, has lines that run on long clocks, and in a bad month those are the lines that look most like
savings. The two-clock reading does not tell a family what to do. It asks them to write down, before they
cut, which future they are drawing on and how 10ng it will take to refill, so that the decision is taken as a

decision and not discovered as a gap.

The book makes the institutional point with a housechold's tenderness. Of the worker who owns a share of’
the firm, Santa Anna writes that what changes is what the body watches for: "The worker-owner's neuro-
ception is scanning for threats o the organization — and mobi]izing creative energy to address them."s® A
household that owns its long-clock lines, rather than treating them as the first expense to go, watches for
the same thing. The house's book on employee ownership, Owning the Work, follows that change through

the research on firms where it has been measured.

The finer points of reading a case
Four habits make a case useful racher than merely persuasive.

Separate the yield from the draw-down. In any profit improvement, ask which part came from new value

and which from not renewing a long-clock asset. In the composite, all of it was draw-down.

Find the multiple in the room. Whenever a valuation multiplies this year's profit, every cut to a long-clock
line is multiplied too. The larger the multiple, the stronger the incentive to cut before a sale, which is when

the clock is shortest.

Werite the counterfactual honestly. Public cases show what a structure made possible; they rarely show what

would have happened without it. Say which you are claiming.

Ask what the study measured, not what it is cited for. Every study in this chapter is cited more widely than
it reaches. Before relying on one, read its abstract and its sample, and write one sentence on what it cannot

show about you. The Tool below has a line for it.
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The Tool: The Owner's Horizon Review

ill this in tor a company you own, run or advise, or for a household's largest asset. Figures in your own
Fill th f« pany y , dvise, or f¢ h hld’lg Fig y

currency, written out.
1 - The two lines on long clocks

LINE ANNUAL SPEND REGENERATION TIME (YEARS) WHAT IS LOST IF STOPPED, AND WHEN IT SHOWS

2 - 'The cut arichmetic

» Current operating profit (or household surplus):
« Profit if both lines are stopped:

« Any multiple applied by a buyer, lender or valuer: ______

« Value at current profit: __ - value after the cut: _ - difference: ___

« Who receives the difference: __ - who pays it, and in which year:

3 - The structure

QUESTION TODAY ONE CHANGE THAT WOULD LENGTHEN THE
CLOCK

Is the purpose written where it binds?
Who controls the company, and could they sell it for personal gain?
Who receives the profits, and do they control it?

Over What pCI'iOd 4ar¢ managers pﬂld for I'CSUIES7 ’;ll”ld on VVhat

measure?

Is there a rule protecting the 10ng—c]ock 1ines?

4 - The evidence you are relying on

« The study or case closest to your situation:

« What it shows:

5 - The decision

« Keep both lines / cut one / cut both: __ - reason in one sentence:

« Date to read this page again:
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Ink on a ledger

In the composite, the decision is recorded in the trust deed in one line: the apprenticeship continues unless
the trustees write down why it should not. It is an unremarkable sentence in a legal document. Four years

later it is the reason there are machiniscs in the building.

Chapters 6 and 7 take the two public cases in depth, and chapter 8 turns to the clock most listed compan-
ies set for themselves, the quarterly guidance. Ecstatic Economics is kept at ; the history of how workforces

have shared in the gains they build is in The Gain Was Always Shared.
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CHAPTER SIX

The Foundation and the Trust

Three owners who cannort sell

Three of the most durable industrial companies in Europe have an unusual thing in common. Each is con-
trolled by an owner that is not a person, does not take its profits for private use, and in practice does not
sell. The optics and glass companies of Jena, now Carl Zeiss AG and SCHOTT AG, have been owned by a
foundation since the 1890s. Robert Bosch GmbH has been held by a foundation since 1964. Novo Nordisk,
the Danish pharmaceutical company, is controlled through an investment company owned by a foundation

whose roots go back to 1922.

The three are cited so often in arguments about purpose that they have become a kind of shorthand, and
shorthand loses the detail that makes a case useful. This chapter reads the three in their own published fig-
ures, separates what each source shows from what it is cited for, and asks the question a leader can take

home: what, exactly, does a foundation owner do to a company's clock?

The answer, set out at the end, is not that foundations are virtuous. It is that each of these arrangements
separates three things ordinary ownership bundles together, the right to the money, the right to decide,
and the right to sell, and 1engthens the clock by giving each of them to a different party. That separation

can be borrowed by firms that will never have a foundation.

Ammanuel Santa Anna's Ecstatic Economics names two of these companies in its account of steward owner-
ship and states the design aim plainly. Such structures, he writes, show that it is possible to build profic-
able, competitive businesses that are "structurally incapable of being captured by short-term financial in-
terests."¥ The word that matters in that sentence is structurally. It is the same word chapters 2 and 3 kept

returning to.

Jena, 1889

The oldest of the three begins with a scientist. Ernst Abbe was a physicist who had worked with the instru-
ment maker Carl Zeiss in Jena and become his partner. After Zeiss died, Abbe did something that still
reads as strange. The foundation's own chronology records it in a single line: on 19 May 1889, "Ernst Abbe

founded the Carl—Zeiss—Stiﬁung.”@ Two years later Abbe transferred his shares in the optical works and in
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the glassworks he had built with Otto Schott, and the foundation was entered in the commercial register

as owner of Zeiss and of part of Schott. The rest of Schott followed in 1919.

The decisive document came in between. On 1 October 1896, in the foundation's words, "the revised statute
of the Carl-Zeiss-Stiftung came into full force and effect,” and it served as the corporate constitution of the
foundation's companies for more than a century4® The statute did not only say who owned the companies.
It said what they were for, how they were to treat the people who worked in them, and what the proceeds
were to support. The foundation's own summary of its purpose is short: the main focus "remains on the

promotion of science."®

In 2004 the arrangement was modernised. The companies were converted into joint stock corporations,
Carl Zeiss AG and SCHOTT AG, and the foundation changed from one that ran the businesses directly
into a sharcholder foundation, the sole owner of both.4® The change is worth noticing because it shows the
structure adapting rather than freezing. A purpose written in 1896 was kept; the machinery that served it

was replaced.

What the Zeiss case shows is longevity under one purpose across a period that included two world wars,
the division of Germany and the reunification that followed. What the foundation's chronology cannot
show is how much of the companies' success is owed to the structure and how much to markets, techno-

logy and the people in them. The house reads it as an existence proof. It is a long one.

Stuttgart, 1964

Robert Bosch founded his workshop in Stuttgart in 1886 and led the company until his death in 1942. He
left instructions for the company's future ownership, and the arrangement his heirs and executors eventu-
ally settled on took its present form in 1964, when most of the family's shares passed to a body that became

the Robert Bosch Stiftung. The foundation dates its own founding to that year42

The company describes the result in a few figures3 The not-for-profic Robert Bosch Stiftung GmbH
"holds roughly 94 percent of the share capital of Robert Bosch GmbH." A corporation owned by the Bosch
family holds roughly five per cent, and the company itself roughly one per cent. The votes are distributed
quite differently. "Of the voting rights, some 93 percent are held by Robert Bosch Industrietreuhand KG,"
an industrial trust that carries out the entrepreneurial functions of ownership. "The approximately 7 per-
cent ofvoting rights remaining are held by the founder's descendants." The foundation, which holds almost
all the capital, does not steer the group's strategy. It finances its charitable work from the dividend it re-

ceives.

Read slowly, the figures are a design. The party that receives most of the money cannot direct the company.
The party that directs the company receives almost none of the money. And no party in the arrangement is

in a position to sell the company for personal gain. Henry Hansmann and Steen Thomsen, whose study of
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Danish foundations chapter 3 introduced, called the general principle managerial distance: in their Danish
data, foundation-owned companies performed better where the owner holding the purpose was separated
from the managers it oversees. Bosch takes the principle a step further. It separates the money from the

vote as well.

Santa Anna's governance manuscript cites firms of this kind as evidence that long—horizon structures are
not a niche for small idealists. "These are not small firms — they are global market leaders in their respect-
ive categories — and their governance structures are directly implicated in their capacity for 1ong—horizon
innovation."® The claim is plausible and consistent with the Danish evidence in chapter 5. No study cited
in this book isolates it for Bosch, and the house does not claim that one has. The case shows that the struc-
ture can sustain a global company over generations. It does not show the company would have done worse

without it.

Copenhagen, 1922

The third case is the most commercially exposed of the three, because its operating companies are listed on

the stock exchange and their shares trade every day.

The Novo Nordisk Foundation traces its history to 1922, when the Nobel laureate August Krogh returned
from North America with permission to produce insulin in Scandinavia.®® Today the foundation owns,
through its Wholly owned investment company Novo Holdings A/S, Controlling stakes in Novo Nordisk
and in Novonesis. The foundation's own figures, stated for the end of 2025, give Novo Holdings A and B
shares in Novo Nordisk equivalent to "about 28.1% of the share capital and about 77.3% of the votes," and in

Novonesis "about 25.5% of the share capital and about 63.4% of the votes."s

The mechanism is a split share class. A shares carry more votes than B shares, and the foundation's articles
fix its position: "the Foundation must maintain a majority of the votes in the form of A shares in both
companies,” and it "should hold at least 25.5% of the two companies’ share capital."s Most of the capital, in
other words, belongs to ordinary sharcholders who can buy and sell as they please. Control does not move

when they do.

This is the case most useful to a reader running a listed or soon-to-be-listed company, because it shows a
long clock living alongside a short one. The share price still moves on quarterly results. Analysts still pub-
lish forecasts. What cannot happen is the sale of the company by the people who trade its shares, because
the votes that would approve a sale are held by an owner with a charter. Santa Anna's manuscript describes
the arrangement in a sentence that names the mechanism without overstating it: the Novo Nordisk Found-
ation holds majority control through a structure that, in his reading, "directly embeds a long-horizon com-

mitment into the ownership arrangement.">
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The limits are as plain as the strengths. Dual-class control is the same tool chapter 3 examined under the
heading of entrenchment, and it carries the same risk: a controlling owner can protect a poor management
as easily as a good one. The foundation's protection against that risk is not in its share structure. It is in the
separation, again, between the foundation's board and the companies' management, and in the foundation's

own accountability for the charitable purpose it funds.

What a foundation does to a clock
Set side by side, the three cases share a pattern that can be stated without any of their particulars.

The right to sell is removed or held by a party with a charter. In Jena and Stuttgart, nobody can sell the
companies for private gain. In Copenhagen, the votes needed to approve a sale belong to a body whose art-
icles require it to keep them. The first effect on the clock is the one Santa Anna's book names as the exit
problem. "Steward ownership locks the mission into the legal structure of the enterprise,” he writes, "— en-
suring that the company's vitality orientation survives any individual leader."# The shortest clock in an or-
dinary company is the moment a controlling owner decides to sell. These arrangements remove that mo-

ment.

The right to the money is separated from the right to decide. At Bosch the separation is almost complete.
At Zeiss the foundation holds both but is bound by a statute on what the money is for. At Novo, most of
the money belongs to market sharcholders while the decision sits with the foundation. In each, the party

that decides is not the party that would most benefit from drawing down a long-clock asset this year.

The owner has a purpose of its own. Science in Jena, a broad charitable programme in Stuttgart, research
and health in Copenhagen. The owner's purpose is not identical to the company's, but it requires the com-
pany to keep producing returns for a very long time. A foundation that will need dividends in fifty years

1’135 CVEry reason to protect the apprenticeship programme ofchapter 5.

The owner is present. None of the three is a passive endowment. Each has a board, a staff and a reason to
read the company's results. Chapter 13 calls this the role of the long-clock holder: a party with a long clock,

the standing to act on it, and enough distance from daily management to judge it fairly.

A composite: the family that borrowed the separation

The three cases are large and old. The borrowing is easier to see in something small, and so here is a com-

posite, built for teaching. The firm is not real and the details were set by the writer.

A third-generation family owns a regional bakery group with nine sites and about two hundred and chirty
employees. Four cousins hold the shares equally. Two work in the business; two do not. Each year the board
meets after the accounts are closed and decides the dividend, and each year the same argument takes place

in a different coat. The cousins outside the business want a larger distribution. The cousins inside want to
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keep money for ovens, for the training kitchen where new bakers learn the dough, and for the slow work of
winning back two supermarket accounts lost three years ago. Nobody is wrong. The cousins outside have

school fees and mortgages. The cousins inside can see the ovens.

The argument is a bundle problem. The same four people hold the right to the money, the right to decide
and the right to sell, and each of them sits on a different clock. Every dividend meeting is therefore a nego-
tiation between a twelve-month clock and a ten-year one, conducted by people who also have to sit togeth-

er at Christmas.

The family does not create a foundation. It borrows three pieces of the separation. First, it writes a two-
page family charter, a small statute, naming what the bakery is for: bread baked from scratch in the towns
where it is sold, and a trade that can be learned in those towns. Second, it places the training kitchen and
oven replacement under a fixed rule, a stated share of revenue each year, overseen by a committee of one
family member, the head baker and an outside director who takes no part in the dividend decision. Third,
it agrees that no cousin may sell shares to anyone outside the famﬂy without offering them first to the oth-

ers at a price set by an independent valuer, with a notice period of one year.

None of this settles every argument. It moves the arguments to a better place. The dividend meeting now
decides what to do with the money that is left after the long-clock lines are protected, and the cousins out-
side the business know in advance what that will roughly be. The outside director has the distance Hans-
mann and Thomsen describe and no stake in the year's payout. And the shortest clock in the family, the
moment one cousin needs cash and could sell to a competitor, has a speed limit. Whether the bakery
thrives depends on bread, rents, wages and supermarkets. What the family changed is the clock on which

the bakery's slow assets are judged.

The composite also shows the cost, which the 1arge cases hide. The cousins outside the business gave up
something real: the freedom to sell to whoever would pay most, at the moment they chose. The family
charter asked them to accept a slower and smaller exit in return for a business that would still be worth
owning. Some families will not make that trade, and the book does not say they should. It says only that

the trade exists, and that it can be made on purposc rather thzm by default.

What it cannot do
The cases are persuasive, and so it is worth being exact about what they do not establish.

They do not show that foundation ownership improves performance. The Danish evidence suggests found-
ation-owned firms are, on average, about as profitable as investor-owned firms, and longer-lived; it does
not show they are more profitable, and it is Danish.3 The three companies here were already successful

when their owners were arranged, and they were chosen for this chapter because they survived.
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They do not show that the structure is right for every firm. A foundation is a permanent decision. It re-
moves from the founder's heirs the right to sell, which is real wealth, and it binds a company to a purpose
that may age badly. Zeiss's own history shows that a statute must be revised to survive, and revision re-

quires someone with the standing to propose it.

They do not show that long-horizon control is safe from its own failure. A foundation board can grow
complacent, protect a weak management, or confuse its charitable mission with the company's. The protec-

tion is distance and accountability, and both have to be built deliberately.

And they do not show that the structure can be copied quickly. Each case took decades and was shaped by
national law, tax and history. A reader in another country, with a smaller firm, will find that the iegal
forms available to her are different, and should take legal and tax advice before doing anything with them.

Nothing in this chapter is that advice.

The separation, borrowed

Most readers will never create an industrial foundation. Many can borrow its logic, and the borrowing

does not require a change of ownership.

Separate the money from the decision for one asset. A family firm can place a single long-clock line, the
apprenticeship budget, the research programme, under the oversight of a committee that does not share in
this year's bonus. A board can give a named director the duty to report on that line each year, with no

stake in the year's proﬁt.

Werite a statute, even a small one. Abbe's statute was a document about what the company was for and how
its people were to be treated. A shareholders' agreement or a board charter can carry a short version: the

purpose sentence of chapter 2, the long-clock lines it protects, and the rule for changing it.

Remove the shortest clock by agreement. A family can agree among itself that no member will sell a con-
trolling stake without a period of notice and a review against the purpose. That is not a foundation. It is a

speed limit on the shortest clock, and it costs a meeting and a signature.

Make the 1ong—clock holder present. Whoever holds the purpose, a trust, a famiiy council, a single director,
should visit, read and ask. Chapter 4 named this as restored feedback. A long clock held by someone who

never asks a question is an absence.

The house's book on employee ownership, Owning the Work, follows a different separation: control and be-
nefit shared with the people who work in the firm. Its book on the commons, The Pasture Was Never Empty,
reads Elinor Ostrom's design principles for shared resources, and a reader who builds any of the borrow-
ings above will find Ostrom's princip]es of clear boundaries and accountable monitoring useful compan-

ions.

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life 52


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

THE FOUNDATION AND THE TRUST

The finer points

Read the votes and the capital separately. In every case in this chapter, the interesting figure is the gap

between the share of capital and the share of votes. Ask it of any company you study, including your own.

Ask who can change the statute. A purpose that nobody can change will break; a purpose that manage-
ment can change alone is a mood. The right answer is a named party, outside management, under a stated

procedure.

Count the years, not the promises. Zeiss has more than a century; Bosch six decades; Novo's foundation
structure more than half a century in its modern form. Newer arrangements, including Patagonia’s in

chapter 7, are promising and young. \X/eight them accordingly.

Notice who is paid by the dividend. In each case the dividend funds something the owner exists for. An
owner who needs the company to pay for a long time has a reason to keep it heaithy for a 10ng time. That is

the alignment, and it is more reliable than a pledge.

The Tool: The Steward Structure Sketch

One page, for a company you own, run or advise. It does not recommend a legal form. It shows where the

three rights now sit.
1 - The three rights today

RIGHT WHO HOLDS THEIR CLOCK (MONTHS COULD THEY USE IT TO DRAW DOWN A
IT NOW OR YEARS) LONG-CLOCK ASSET THIS YEAR?

The right to the money (ciividencis7

distributions, sale proceeds)

The right to decide (votes, board

appointments, vetoes)

The right to sell control

2 . 'The bundle

« Are any two of these rights held by the same party? Which:
« The shortest clock in the table: __ - held by: ____

3- The statute

« Is there a written document that says what the company is for and binds those who hold the rights?

yes / no - where:

+ Who can change it, and by what procedure:
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4 - The borrowing
Choose one, write the step, and date it.
BORROWING THE STEP DATE
Separate the money from the decision for one long—c]ock line
Write a short statute into an existing document
Put a speed limit on the sale of control

Make the long-clock holder present (visits, reading, questions)

5 - The honest note

« What this sketch cannot tell us (law, tax, family wishes, the sector's fucure): ______

« The adviser we will consult before any legal change: ______

A statute in a drawer

Abbe's statute was kept, revised and kept again for more than a century. It is not famous. It is the reason a
foundation in Jena still funds science from the sale of lenses, and the reason the companies that make them
have never had a moment when somebody could sell them to the highest bidder. Chapter 7 turns from
foundations to two founders who handed their companies to a trust in their own lifetimes, one in Califor-

nia in 2022 and one in London in 1929 and 1950. Ecstatic Economics is kept at .
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CHAPTER SEVEN

Handing It On

The founder's last decision

Every company that outlives its founder meets one decision that no strategy document anticipates. It ar-
rives quietly, often in a solicitor's office, sometimes at a kitchen table, and it is always the same question:

when I am no longer here, who will own this, and what will they be free to do with it?

Most founders answer it by selling. That is a reasonable answer and often a generous one; a sale can reward
a lifetime of work and pass a company to owners better placed to grow it. It is also the moment the
shortest clock in this book strikes. Ammanuel Santa Anna's Ecstatic Economics names it the exit problem,
and states it in a sentence chapter 5 has already quoted: a founder eventually retires, and if the company
can be sold to the highest bidder, years of culture "can be dismantled overnight by a new owner wich dif-

ferent priorities.">4

Chapter 6 read three companies whose ownership was settled into foundations, in two cases after the
founder's death. This chapter reads two founders who settled the question in their own lifecimes and
handed their companies to a trust while they could still watch what happened. One did it in California in
2022, in a single announcement. The other did it in London in two stages, in 1929 and in 1950, and the com-
pany he left is still owned the way he arranged it. Read together, they show the hand-over not as a gesture

but as a piece of design, and they show what each design leaves open.

The claim of the chapter is narrow. A founder who wants a company's long clock to survive her can separ-
ate the vote, the money and the right to sell before she leaves, and the clearest cases of this are as notable

fOI' what thCy had to dCCidC as fOI' What thCy gave away.

California, 2022

On 14 September 2022 Patagonia, the outdoor elothing company Yvon Chouinard founded, published a
press release under the headline "Patagonia's Next Chapter: Earth is Now Our Only Sharcholder."s Its first

ﬁgures are the WhOlC design‘

The Patagonia Purpose Trust "owns all the voting stock of the company (two percent of the total stock).”

The Holdfast Collective, a nonprofit, "owns all the nonvoting stock (98 percent of the total stock)." Patago-
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nia, the release says, "will pay out an annual dividend of roughly $100 million, depending on the health of
the business," and the Collective "will use every dollar received from Patagonia to protect nature and biod-

iversity.">

The two entities do different jobs, and the release is precise about both. The Purpose Trust "exists to create
a more permanent legal structure to enshrine Patagonia's purpose and values," and to help ensure "there is
never deviation from the intent of the founder."ss It elects and oversees the board. The Collective receives
the money and spends it. The family does not disappear from the arrangement: "The Chouinard family will
continue to sit on Patagonia's board,” and will guide the Trust in "electing and overseeing Patagonia's board
of directors” and the Collective in its philanthropic work.33 The company remains a business. "Patagonia

will remain a B Corp and continue to give one percent of sales each year to grassroots activists."

Chouinard's own words in the release are short. "It's been a half—century since we began our experiment in
responsible business," he says, and later: "Instead of extracting value from nature and transforming it into

wealth, we are using the wealth Patagonia creates to protect the source."ss

Read against chapter 6, the structure is a compact version of the Bosch separation. A small class of voting
shares carries control and sits with a body bound to a purpose. A large class of non-voting shares carries
the money and sits with a body that spends it on something the company's purpose also serves. Nobody
holding either class can sell control for personal gain. The family keeps a voice, but not the right to cash

out.

Santa Anna's book names Patagonia directly in its survey of steward ownership, describing a founder "who
in 2022 transferred ownership of the company to a trust dedicated to fighting climate change" as perhaps
the most visible example of the model3* The book's own principle for the model is the one the release puts
into legal form: to "Adopt ownership models that separate profit extraction from control, ensuring that or-

ganizations serve their missions sustainably."s

What Patagonia's case cannot yet show
The house gives the limits plainly, because the case is now cited so often that its age is forgotten.

It is young. The arrangement is three years old as this is written. A purpose trust's real test is the first chief
executive who did not know the founder, the first hard decade, the first time the board must choose
between the dividend the Collective expects and the investment the company needs. None of that has

happened yet in public view.

The dividend is a projection. The release ties it to "the health of the business.” It is not a commitment and

should not be quoted as one.

The cost is not stated. The release does not discuss taxes, and press commentary at the time debated the tax

treatment of the transfer. The house does not settle that debate here and makes no claim abour it. A reader
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considering anything similar needs advice on her own jurisdiction's law and tax; nothing in this chapter is

that advice.

And the case cannot show the counterfactual. Patagonia was already a company with a strong purpose and
a founder who had resisted a sale for decades. Whether the trust will hold the company's clock longer than

his presence did is exactly what the next twenty years will show.

London, 1929 and 1950

The older case is less famous outside Britain and more instructive, because it has had nearly a century to

show what happens after the founder.

John Spedan Lewis was the son of the founder of a London drapery business. As a young man running the
family's Peter Jones store he became troubled, as the Partnership tells its own history, by the gap between
what the owners took and what the staff earned. He spent much of his life closing it, and he closed it in

two legal stcps.jé

The first came in 1929. Spedan Lewis transferred his shares in the businesses he controlled, John Lewis,
Peter Jones and the Odney estate, to trustees, so that proﬁts would go to the trustees for distribution
among the people who worked there rather than to him:3¢ He did not give up control. He kept the practic-
al direction of the business for another two decades, which is the part of the story most often left out. The

first settlement moved the money. It did not yet move the decision.

The second came on 26 April 1950, which the Partnership marks as the date the Second Trust Settlement
took effect. Spedan Lewis transferred all his remaining shares and gave ultimate control to a new company,
John Lewis Partnership Trust Limited, "whose trustees include the Chairman, Deputy Chairman and the
three Trustees of the Constitution."s® At the council meeting that marked the change, a Partner named
Enid Lockett put the result in a sentence the Partnership still quotes: "The Partnership now in essence and

in fact belongs to all employed in it."s

Today the business describes itself as "one of the oldest employee-owned businesses in the UK," and states
the trade-off it believes the structure allows: "Being owned by our Partners, rather than sharcholders, al-
lows us to prioritise what matters most — our customers."S? Its purpose, in its own current words, is "to

work in partnership for a happier world."s

What the Partnership's case shows, and does not

Seventy-five years after the second settlement, the John Lewis Partnership is the longest-running large-
scale demonstration in Britain that a company can be owned in trust for the people who work in it and

still crade in a hard markec. That is what it shows.
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It does not show that the structure protects a company from difficulty. The Partnership has had hard years
in public, including years in which it paid its Partners no bonus, and the retail sector it trades in has
changed beneath it. A trust owner does not make a business immune to its market. It changes who bears

the consequences and who decides how to respond.

It does not show that employee ownership is better than other forms. The house's book on employee own-
ership, Owning the Work, reads the research on that question, which is more careful and more mixed than

either side of the argument usually allows.

And it does not show that the structure was easy. It took Spedan Lewis twenty-one years and two settle-

ments to move first the money and then the decision. The slowness was not a failure. It was the design.

The two-stage hand-over

Set beside each other, the two cases show something the shorthand hides. A hand-over is not one decision.

It is at least two, and a founder can take them in either order or together.

Move the money. Decide who will receive what the company earns once the founder no longer does. In
1929 Spedan Lewis moved it to trustees for the staff. In 2022 the Chouinards moved it to a nonprofit for

the planet.

Move the decision. Decide who will choose the board and hold the purpose. Spedan Lewis kept it for
twenty-one years before moving it in 1950. Patagonia moved it on the same day as the money, but the fam-

ily kept a seat in the room.

Remove the sale. In both cases the final arrangement leaves no party able to sell control for private gain.
That is what lengthens the clock. A company whose control cannot be sold cannot be drawn down before a

sale, which is the moment chapter 5's composite manufacturer met.

Each step has its own risk. Moving the money without the decision can leave a founder in control of a com-
pany whose proﬁts she no 1onger receives, which is stable only while she is present. Moving the decision
without the money can leave a purpose-holder with authority and no stake, and chapter 3's objection about
accountability returns. Removing the sale without bui]ding a present, informed owner produces the absent
patience Hansmann and Thomsen warned about.3® The good hand-overs are the ones that take all three

steps and build the owner who will hold them.

Two beneficiaries, one clock

The two cases differ in the most obvious respect: who benefits. John Lewis's trust holds the company for

the people who work in it. Patagonia's arrangement sends the money to a nonprofit for the natural world.
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It is tempting to read them as two philosophies, one about workers and one about the planet, and to

choose between them.

Read through the two clocks of chapter 4, they are closer than they look. In each, the party that benefits
from the company over the long run is a party whose interest runs on a long clock. Partners who expect to
work in the business for decades want it heaithy in twenty years. A nonproﬁt that expects a dividend each
year for as long as the company trades wants it healthy indefinitely. Neither beneficiary gains from a draw-
down this year that is paid for in a decade. That shared feature, more than the identity of the beneﬁciary, is

what lengthens the clock.

It also tells a founder what to look for when she chooses her own beneficiary. The question is not only
whom she wishes to reward. It is whose interest runs as long as the assets the company depends on. A fam-
ily that wants to cash out in three years, a buyer who plans to resell in five and a fund that must return

capital in seven are all legitimate owners. None of them is on the company's long clock.

The body of the owner

Santa Anna's account of why the structure matters is not only legal. It concerns what ownership does to

the people inside the company.

His book's description of worker ownership is physiological. "The nervous system of a worker-owner is fun-
damentally different from the nervous system of a wage employee," he writes, and the worker-owner's at-
tention turns outward, "scanning for threats to the organization."s* Of the change in the people at Mon-

dragon's cooperatives, he puts it more simply: "This felt ownership changes everything."s

The book is equaiiy piain about the limits of its own exampie. It records that Mondrag(’)n "has faced serious
challenges, including the 2013 bankruptcy of its appliance division, Fagor Electrodomésticos — a failure
that tested the cooperative model severely and produced real suffering for the worker-owners involved."s
That sentence is worth keeping beside the John Lewis story. Ownership in trust changes who watches the

long clock. It does not stop the clock running down if the market turns.

In the language of chapter 4, a trust owner is an arrangement for restoring feedback. The people whose
skill and trust are the company's long-clock assets are, in John Lewis's case, the owners' beneficiaries and
voters. In Patagonia's case, the beneficiary is the natural world the company's purpose names, and the Trust
is charged with keeping the company's decisions aligned with it. Either way, the signal from the slow asset

reaches the people who decide.

For a founder, in an ordinary company

Neither case is a tempiate, and a founder of a twelve—person firm should not imagine she needs a purpose

trust and a nonprofit. What she can take is the order of questions, and the order costs nothing to answer.
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Write down what the company is for after you. Chapter 2's purpose sentence, written by the founder for

the company's next owners, not for this year's staff. It is a different sentence, and usually a shorter one.

Decide who will receive the money. The family, the staff, a cause, a buyer, or some mix. Write the mix down

before a buyer arrives and makes the decision for you.

Decide who will hold the decision. A board, a trust, a famﬂy council, an emp]oyee body. Write down who

appoints whom.

Decide whether control may be sold, and on what terms. A full sale, a sale only to a buyer who accepts the

purpose, a sale only after a period of notice, or no sale. Each answer sets a different clock.

Give yourself a second settlement. Spedan Lewis took twenty-one years between moving the money and
moving the decision. A founder can plan two stages deliberately: one now, one at a date, with what must

be true before the second.

Take advice. Every choice above has legal and tax consequences that differ by country, and some of them

are irreversible. The house gives none of that advice.

The house's book on the history of gainsharing, The Gain Was Always Shared, is a companion for the founder
whose question is not ownership at all but how the people who build the company share in what it gains.

Ecstatic Economics is kept at .

A Composite: the Workshop in two settlements

The case below is a composite built for teaching. The firm is not real, and its details were set by the writer

to show the order of decisions rather than any ﬁgure.

A founder in her early sixties runs a joinery and fitting workshop she started thirty years ago. It employs
thirty-one people, eleven of whom have been with her more than fifteen years. Two competitors have asked
about buying it. Her children work elsewhere and do not want to run it. The workshop's long-clock assets
are plain to anyone who walks through it: the skill of the senior joiners, who take five or six years to train a
new hand to their standard; the reputation with three architects' practices that send most of the work; and

a building the business owns outright.

Her first instinct is the ordinary one. She asks an adviser what the business would fetch. The adviser, reas-
onably, asks what profit it makes and notes that the training of two apprentices costs the firm a noticeable
sum each year. She recognises the conversation from chapter 5. If she cuts the apprentices for a year before

selling, the price rises, and the gap appears five years later in someone else’s hands.

So she takes the questions in the order this Chapter sets out. She writes the purpose for the next owners in
one sentence: the workshop exists to make fitted joinery to a standard the region's architects can rely on,

and to train the people who will keep making it. She decides the money first. Over the next three years, a
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share of profit each year goes to a trust for the staff, and she takes the rest as she always has. She keeps the
decision. She writes down what must be true before she moves it: two senior joiners willing to sit on a
board, an outside director the architects trust, and three years of accounts showing the apprenticeship con-

tinued.

At the end of the third year she signs the second settlement. Control passes to an employee trust whose
deed names the purpose sentence and forbids the sale of control without a vote of the staff and a period of
notice. She stays on the board for two years more, then leaves it. The building is held by the trust and

leased to the company.

What the composite cannot tell anyone is whether she is better off in money than she would have been
after a sale; that depends on the price she was offered, the terms of the trust, her own needs and her coun-
try's tax law, and she took advice on all of it. What it shows is the shape. She moved the money first and
the decision second, kept the long-clock assets intact while she did it, built the owner who would be
present, and removed the moment when the company could be drawn down before a sale. It is Spedan

Lewis's order at the scale of a workshop.

A household's hand-over

The same questions arise at home, usually without the word sectlement. A family that owns a house, a small
business, a parcel of land or a set of savings meant for a purpose faces the founder's question when a parent

ages: who will hold this, and what will they be free to do with it?

The order of this chapter works there too, and nothing in it is legal or financial advice. Write down what
the asset is for after the present holder: a home for whoever needs one, a business for the child who wants
it, a fund for the grandchildren's education. Decide who will receive what it yields. Decide who will make
the decisions about it, which is often a different person from the one who receives the benefit. Decide
whether it may be sold, and on what terms. Then take advice, because the legal forms and tax consequences

are particular to each place.

The houscholds that do this well tend to do what Spedan Lewis did: they take two steps rather than one,

and they talk about the second before it is taken. Chapter 12 returns to the household in full.

The finer points

Read the release, not the coverage. Patagonia's arrangement is described in its own words in one press re-

lease. Much commentary describes it inaccurately, in both directions. Quote the company.

Date the decision and the money separately. For any hand-over you study or plan, write the date the
money moved and the date the decision moved. In John Lewis's case they are twenty-one years apart, and

the gap is the lesson.
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Look for the founder's seat. In both cases the founder or the family kept a role for a time. Ask what that

role is, how long it lasts and what happens when it ends.

Count the years. Seventy—ﬁve years after the SGCOHd settlement is evidence. thI’CC years after a transfer is a

promise. Weight them accordingly, and write which you are relying on.

The Tool: The Hand-Over Ledger

For a founder, a family or a board considering what happens to control. One page; revisit it cach year.
1 - The purpose after us

« What this company is for, written for its next owners:

O 'Ihe lOl’lg—ClOCk asset it must never SGH to pay fOI' a hand—over:

2 - The three rights, now and after

RIGHT HELD NOW BY TO BE HELD AFTER THE HAND-OVER BY DATE IT MOVES

The money (dividends, distributions, proceeds)
The decision (votes, board appointments)

The sale of control

3 - The stages
« First settlement (what moves, when):

« Second settlement (what moves, when):

« What must be true before the second stage:

4 - The founder's seat

S) 'Ihe role the founder or famlly keeps:

« For how long, and what ends it:

5 - The owner who will be present

« Who will read the accounts, visit, and ask hard questions after us:

« How they are kept at a distance from daily management: ______

6 - 'The honest note

« What we do not yet know (tax, law, family wishes, the market):

« The advisers we will consult, and by when:
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Two si gnatures

The two settlements of the John Lewis Partnership are dated twenty-one years apart. Each is a signature on
a page, and neither looked like much on the day it was signed. The first moved the money and left the
founder in charge. The second moved the decision and left him a Partner. Seventy-five years later the com-

pany still sets its hours by the second one.

Chapter 8 turns from the owners who set a company's clock to the clock most listed companies set for
themselves: the quarterly forecast, and what happened when one of the largest companies in Europe

stopped giving it.
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CHAPTER EIGHT

The Quarterly Question

A sentence in a results statement

On 5 February 2009, in the depth of the financial crisis, Unilever published its results for the previous year.
Its new chief executive, Paul Polman, had been in the post a few weeks. The statement carried a sentence
that, in the language of results statements, was unusually blunt: "Given the current economic uncertainty |
believe it would be inappropriate at this stage to provide an outlook specifically for 2009 or to reaffirm the
2010 targets."s He added that he was confident in the underlying strength of the business and expected,

"over the longer term," to deliver "very competitive levels of growth and margin improvement."s

The sentence has since been retold as the moment one of the largest consumer-goods companies in the
world stopped playing the quarterly game. In the retellings, Polman abolished earnings guidance and
quarterly reporting on his first day and told short-term investors to take their money elsewhere. Some of
that may be so; the retellings come from interviews and features, not from the company's filings, and the
house has not found the primary record of each claim.22 What the primary record shows is narrower and,
for a reader, more useful. A company under pressure declined, in writing, to set itself a short clock it could

not honestly keep, and said instead that it would be judged over a longer one.

This chapter reads that decision, and the evidence on what happens when companies make it, through the
two clocks of chapter 4. Its claim is deliberately modest: the quarterly forecast is a clock a listed company
sets for itself, the evidence does not show that stopping it lengthens a company's horizon on its own, and
the decision helps Only when it is part of a deliberate change in who the company speaks to and what it

measures. That claim is less exciting than the legend. It is more use on a Monday.

The clock a company sets for itself

Most of the clocks in this book are set by other people: an owner who mighe sell, a lender with a covenant,
a remuneration committee. Earnings guidance is different. It is a forecast a company publishes of its own
future results, often quarter by quarter, and once it is published the company is judged against it. The clock

is voluntary. It is also very hard to stop once started, because markets read silence as news.
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Ammanuel Santa Anna's manuscript on regenerative governance describes the mechanisms that shorten a
listed company's horizon as a set that work together: "quarterly earnings disclosure requirements, analyst
coverage calibrated to quarterly cycles, executive compensation tied to share price over periods of three to
five years, and the liquidity premium that markets award to firms whose performance is predictable over
short intervals." He draws the consequence in the next sentence: "These mechanisms interact to produce a
systematic bias toward decisions that generate near-term financial results at the expense of long-horizon

productive capacity.'@

Guidance sits at the centre of that set, because it ties the others together. Analysts calibrate to it. Share-

based pay responds to the share price, which responds to whether guidance is met. And chapter 3 de-

scribed the survey in which financial executives told researchers they would give up economic value, and
62

delay worthwhile projects, to avoid missing an earnings target.>* A target the company has set for itself is

the most visible one there is.

So the case for stopping is casy to state. If the company does not publish the target, it cannot be tempted
to cut a long-clock line to meet it. Santa Anna's manuscript puts the logic in a sentence: "by declining to
commit to short-horizon financial targets, management preserves the authority to make long—horizon in-

vestments."® That sentence is the hope. The research asks whether it comes true.

What the research found

Two studies published within a year of each other examined American companies that announced they
would stop giving quarterly earnings guidance. Both are careful, both are limited, and both reach findings

that the legend leaves out.

Joseph Houston, Baruch Lev and Jennifer Wu Tucker, in Contemporary Accounting Research in 2010, asked
why companies stop and what follows.® Their abstract is direct. They find that "poor operating perform-
ance (decreased earnings, missed analyst forecasts and lower anticipated profitability) "is the major reason
firms stop quarterly guidance." After stopping, they "do not find an appreciable increase in long-term in-
vestment once managers free themselves from investors' myopia." The alternative forward-looking disclos-
ures that stoppers might have offered instead "are curtailed.” And the information environment worsens:
analyst forecast errors and dispersion rise, and analyst coverage falls. Their conclusion: "guidance stoppers

are primarily troubled firms and stopping guidance does not benefit either the stoppers or their investors."

Shuping Chen, Dawn Matsumoto and Shiva Rajgopal studied the same question in a paper later published
in the Journal of Accounting and Economics in 2011.% The abstract of their working-paper version, which is
the version the house could read, describes seventy-five firms that publicly renounced quarterly guidance
between October 2000 and October 2004. It reports that the stoppers had poor trailing earnings and

stock-return performance; that their shares fell on average 3.8 per cent over the three days around the an-
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nouncement; that after stopping, "analyst forecast dispersion increases and forecast accuracy decreases';

and that there was no change in overall stock-return volatility or analyst following.

A third, later study sharpens the picture rather than reversing it. Beatriz Garcia Osma, Encarna Guillamoén
Saorin and Facundo Mercado, in the Journal of Business Finance & Accounting, examined whether guidance
pushes managers to manipu]ate real activity to hit their own numbers.® Their abstract reports that
quarterly guidance, on their large sample of American firms, "is informative and lowers myopic incentives,"
while guidance appears problematic in infrequent guiders, in firms issuing good—news guidance, and where

carnings pressure is high.

What the research cannot show
Each study is honest about its limits, and the house adds a few of its own.

They study the companies that stopped, and the companies that scopped were mostly in trouble. That is
the central finding of the first study, and it is also its central limit. A troubled company that stops guid-
ance to avoid announcing bad numbers is not the same as a healthy company that stops guidance to

lengthen its clock. The evidence is mostly about the first kind, because the first kind is most of the sample.

They measure what follows over a few years. The long-clock assets this book cares about renew over longer
periods than the studies follow. A firm that stopped guidance and then rebuilt ics research pipeline over

cight years would not appear in their results as a success.

They are American, and mostly from the early years after a change in American disclosure rules in 2000.
Unilever was a European company, in a crisis, under a new chief executive, and its case is not in their

samples.

And they test one change at a time. Stopping guidance alone, the research suggests, does little for invest-
ment and costs something in market information. It does not test the combination this book recommends:
stopping the short clock, publishing measures of the long-clock assets in its place, and speaking first to

owners on a longer clock.

The fair reading is therefore not that stopping guidance is good or bad. It is that stopping guidance is a
small structural change that does not do the work of a large one, and that a company which uses it as a

substitute fOI' the 1arge one should CXpCCt the outcomes El’lC research I'GCOI'dS.

Bushee's finding, again

Chapter 3 introduced Brian Bushee's study of research and development spending, which found that the

pressure to cut research to meet earnings came not from institutional investors in general but from a par-
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ticular kind: those with high portfolio turnover and momentum-trading stratcgics.é’f(’ That finding is the

key to reading the guidance research usefully.

A company that stops guidance changes the signa] it sends. It does nor, by that alone, change who receives
the signal. If its shares are held mostly by investors on short clocks, those investors will read silence as bad
news and act accordingly; the 3.8 per cent fall in the Chen, Matsumoto and Rajgopal sample is what that
looks like. If its shares are held mostly by investors on long clocks, the same silence may cost very lictle, be-

cause those investors were not trading on the quarterly number in the first place.

So the quarterly question is really a question about owners. Chapter 4 called it the question of whose
clocks are represented in a decision. Santa Anna's book names the underlying problem in its account of
distance between capital and consequence. "When investors cannot feel the impact of their investments,” he
writes, ”they make decisions that a somatical]y connected human being would never make."? Guidance is
one of the few channels a listed company controls through which it can choose what its investors feel: a

quarterly number, or a reading of the assets on which the next decade depends.

Reading Unilever's sentence
With the research in hand, the Unilever sentence reads differently from the legend, and better.

It was not a refusal to be accountable. The same statement reported the year's resules in full and named the
measures on which the company expected to be judged "over the longer term": growth and margin. It de-

clined one speciﬁc clock, a forecast for a single year in a crisis, and kept the others.

It was made by a company with an unusual base of owners and a long history, not by a firm in trouble try-

ing to hide a miss. That places it outside the population the research mostly studied.

And it was costly at the time. The share price fell on the day, as the press reported.®2 Any leader who reads
the Unilever case as proof that markets reward the abandonment of guidance has read only the end of the
story the retellings choose to tell. What the case can be taken to show is that a large company can decline a
short clock, accept the immediate cost, and remain a large company. Whether it did better in the long run

because of that decision is a counterfactual nobody can test.

The house reads the sentence as an example of a company choosing which clock it would be measured on.
That choice is available to every listed company. It has costs, and the research names them. It has a precon-

dition, which is a reason to be believed, and the precondition is the subject of the rest of this chapter.

What to put in the silence

If stopping a forecast alone does little, the work is in what replaces it. Four replacements follow from the

two clocks, and none depends on the company being large.

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life 67


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

THE QUARTERLY QUESTION

Publish the long-clock measures. Replace the quarterly forecast with a short set of measures of the assets
on which the purpose depends, reported on the clock they renew on: apprentices qualified, products in de-
velopment by stage, customer retention, staff turnover, maintenance against depreciation. Chapter 10 sets
out how to choose them so they cannot easily be gamed. The research found that stoppers curtailed other

forward-looking disclosure. The point here is to do the opposite.

Speak to long holders first. Identify the owners on long clocks and give them the company's reasoning be-
fore anyone else. A listed company cannot choose who buys its shares, but it can choose whom it addresses,

and it can make its long-clock reporting the thing those holders come for.

Explain the change before making it. Silence that arrives unannounced reads as bad news. A Change ex-
plained a year in advance, with the replacement measures already published alongside the forecast, gives

the market time to learn a new ClOCk.

Change the pay at the same time. If executives are still paid on a one-year earnings number, stopping the
forecast removes the public target and leaves the private one in place. Chapter 5 set out the four design

questions for pay. Ask them in the same board meeting.

For a private company, a family firm or a houschold, the quarterly question arrives in another form: the
monthly management accounts that the lender asks for, the target the owner set last January, the budget
that is checked every four weeks. The same four replacements apply. Decide which of the short clocks you

set for yourself, which you can stop, and what you will read instead.

The household’s quarterly question

A houschold rarely publishes a forecast, but it often keeps one, and it often judges itself against it. The
monthly budget is a houschold's earnings guidance. It is useful, because months are real; rent and food are

monthly. It is also a clock that can crowd out every longer one.

The same lesson applies, and nothing here is financial advice. Stopping the monthly check would not help;
the research suggests that abandoning a short measure without replacing it simply makes things harder to
see. What helps is adding the long-clock reading beside it: once a quarter, the household asks the question
of Chapter 4, which 10ng—c]0ck line paid for this quarter's result, and how 10ng it will take to refill. The

budget stays. It stops being the only clock in the house. Chapter 12 builds this into a household's year.

The finer points

Ask Why before asking whether. The research found that most companies stop guidance because their res-
ults are poor. Before stopping, write down why you are doing it. If the honest answer is that the next num-

ber is bad, the research suggests the market WIH reach the same COHC]USiOH.
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Replace, do not remove. A forecast removed leaves a gap that the market fills wich suspicion. A forecast re-

placed by better measures of the long-clock assets fills the gap with information.

Read the owners' ClOCkS. Before any change in Wha[ you I'GpOI't, hSt the largest holders and estimate hOW

long each expects to hold. The same change means different things to different owners.

Expect the cost. The research records falls in share price, wider disagreement among analysts and lower
coverage. Plan for them. A leader who promises the board that the change is free has made the kind of

forecast the change was meant to end.

One clock at a time. As chapter 13 will say again, a system absorbs one lengthened clock at a time. Stop-
ping guidance, changing pay and changing reporting in a single quarter is a reorganisation, and reorganisa-

tions shorten everyone's clock while they last.

The house's book on Hirschman's exit and voice, The Embedded Market, reads the choice an investor makes
between selling and speaking up, which is the choice on the other side of every guidance decision. Ecstatic

Economics is kept at .

The Tool: The Investor Clock Letter

A one-page letter a company writes to its owners and lenders, once a year, in place of or beside a short-

term forecast. A private firm writes it to its famﬂy owners and bank; a household can write it to itself.
1 - The clocks we are declining

« The short-term forecast or target we will no longer publish or be judged on:

« Why we are declining it, in one honest sentence:

« What we expect it to cost in the short run: ______

2 - 'The clocks we will be measured on

LONG-CLOCK ASSET MEASURE REPORTED HOW OFTEN REGENERATION TIME (YEARS) LAST YEAR THIS YEAR

3 - Our owners and their clocks

OWNER OR APPROXIMATE SHARE OR EXPECTED HOLDING WHAT THEY CAN DO IF THE PERIOD RUNS
LENDER AMOUNT PERIOD SHORT

4 - What we ask of them

+ The period over which we ask to be judged: years
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+ What we will tell them each year, and when: ______
5 - What we have changed alongside
« Pay: the period and measure on which executives are now judged: ______
« Reporting;: the measures added: ______
« The date we explained the change before making ic: ______
6 - The honest note

« What the evidence says about changes like this, and what it cannot show about us: ______

« The date we will read this letter again: ______

A forecast not given

The sentence in Unilever's results statement is twenty-seven words 1ong. It declined a forecast and gave a
reason, and the sentence after it named the longer clock on which the company expected to be judged. By

the press’s account it cost the shares something on the morning it was published. [t is remembered not be-

cause it was brave but because it was rare.

Chapter 9 gathers everything in the book so far into a field manual: twelve weeks, step by step, for a leader

who wants to change the clocks in her own organisation.
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CHAPTER NINE

The Field Manual

Twelve weeks, on purpose

The first eight chapters of this book make an argument and test it against cases. This chapter is for running
it. It sets out a twelve-week sequence a leader can follow in a company of almost any size, with no change
of ownership and no new money, and it is written so that someone who has read nothing else in the book

could begin on Monday with this chapter open on the desk.

Twelve weeks is a deliberate length. It is long enough to cover one full quarterly cycle, so that the sequence
meets the short clock at least once and has to hold its ground. It is short enough that the people in the
room can see its end, which matters because, as chapter 4 argued, a frightened room writes short plans
whatever it calls them. A sequence with a visible end lowers the fear a lictle, and that is the first condition

fOI' the rest.

The sequence uses the Tools from the earlier chapters as its artefacts. Each week produces a page. By the
twelfth week the company holds a short dossier: a snapshot of its horizons, a purpose sentence written
where it binds, a stress test of that purpose, a register of its two clocks, a review of its owners' horizons, a
sketch of where its three rights sit, a letter to its investors about the clock it keeps, and a register of predic-
tions to judge itself against a year from now. None of the pages is long. Their value is that they exist, are

dated, and are kept where the monthly numbers are kept.

Ammanuel Santa Anna's Ecstatic Economics gives the governing principle for the whole chapter in six

"8 Every week below ends in a structural change, a line in a

words: "Culture doesn't float free of scructure.
document, a name against a duty, a date in a calendar, however small. A week that ends only in a good con-

versation has not finished.

The fOUI’ I'OIGS

Four people carry the sequence. In a small firm two of them may be the same person; in a large one each

may be a small group. The I'OIGS matter more than the tit]es.

The sponsor. The person with authority to change the documents that govern the company: the chief exec-

utive, the managing partner, the owner-manager. The sponsor does not do most of the work. The sponsor's
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job is to protect the calendar, to sign what needs signing, and to say aloud, at the start and at each gate,
that the sequence is real. Without a sponsor the work becomes a project, and projects are cut in the first

bad quarter.

The long-clock holder. The person or body who will hold the company's long clock after the twelve weeks
are over. Chapter 3 describes the role in full: a party with a long clock, the standing to act on it, and
enough distance from daily management to judge it fairly. In a family firm it may be a family council or
the eldest active shareholder. In a listed company it may be a board committee or the chair. In a partner-
ship it may be the senior partner who is not secking re-election. If nobody fits, the first finding of the se-

quence is that the role is empty, and the twelve weeks become, in part, a search for someone to fill it.

The finance lead. The chief financial officer, the finance director, the bookkeeper in a small firm. The fin-
ance lead owns the numbers on every page and the honesty of the arithmetic. This role is essential because
the two-clock reading is, at bottom, a reading of accounts, and because the finance lead usually knows
where the draw-downs are long before anyone else does. A finance lead who is brought in at week ten to
check figures will, reasonably, defend them. A finance lead who is in the room from week one helps find

them.

The sceptic. One person whose stated job is to disagree. Chapter 3 argued that the strongest objections to
purpose are a specification; the sceptic is the person who keeps them in the room. Choose someone respec-
ted, numerate and unafraid, and tell the whole group that this person has been asked to argue the other
side. A sceptic appointed openly is heard; a sceptic who appears uninvited is resented. Give the sceptic a

standing item at every gate and the right to have a dissent recorded on any page.

The four meet weekly for an hour and at each gate for two. Others are drawn in as the weeks require: a line
manager who knows the apprenticeship programme, a long customer, the company's lawyer, a representat-

ive of the staff.

The Calendar rule

Before week one, set one rule and write it at the top of the charter: long-clock decisions are taken in calm

weeks.

Chapter 4 set out the reason. Under threat, the body's clock shortens before any policy does, and Santa
Anna's book is plain about what that does to a decision: under financial threat, he writes, the time horizon
collapses to "this quarter, this month, this paycheck."® A company does not control when threats arrive. It

does control when it schedules its gates.

So the sponsor 1001{5 at the coming quarter and marks the WCCkS that are llkely to bC hard: the CIOSQ Of the

quarter, the week of the results, the week of a lender's covenant test, the week of a known restructuring,
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No gate is placed in those weeks. If an unplanned crisis arrives in a gate week, the gate moves. The working

sessions may continue; the decisions wait.

The same chapter of the book adds the reason this matters for the people in the room as well as the de-
cision on the page. Santa Anna summarises a body of research on workplaces in one line: "human beings do

68

their best economic work from a state of vitality, not anxiety."® The house does not lean on that research

for more than it can carry. The rule costs nothing and removes one known source of short decisions.

Weeks 1 and 2 - The snapshot

Purpose of the weeks. To see the company's horizons as they are, before anyone argues about what they

should be.

Week 1. The four roles meet. The sponsor states the sequence, its end date and the calendar rule. Each of
the four fills in the Horizon Snapshot from chapter 1 separately, without discussion, then the four com-
pare. The differences are the first finding. A sponsor who believes the company's longest-lived asset is its
brand, and a finance lead who believes it is its plant, are describing two different companies, and both

need to be heard before anything is written.

Week 2. The four produce one agreed snapshot. Where they cannot agree, both answers are written down.
The finance lead adds one table: the shortest clock on which anyone in the company is judged, and who

sets it. The sceptic adds one line: the strongest reason to stop the sequence now.

The gate at the end of week 2. The sponsor decides whether to continue. This is a real decision, and it is
better taken now than at week eight. If the snapshot shows no long-clock asset of consequence, or shows
that the company is in a crisis that will dominate the quarter, the right answer may be to stop and return

to the sequence later. The decision and its reason are written on the snapshot and dated.

The artefact. The Horizon Snapshot, agreed and signed by the four.

Weeks 3 and 4 - The purpose sentence

Purpose of the weeks. To write the company's purpose in a form that can rank a decision, and to find the

document where it will bind.

Week 3. The group drafts the Purpose Sentence from chapter 2: the problem the company solves profitably,
for whom, and the harm it will not profit from. Three drafts are normal. The test is the one chapter 2 gives:
name one profitable thing this sentence would make the company refuse. A draft that refuses nothing is
too wide. A draft that would refuse the company's core business is too narrow, or is telling the group some-

thing important.
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Week 4. The sceptic runs the Purpose Stress Test from chapter 3 against the best draft. The four objections
are taken in order: can it rank a decision, does it bind, is patience present, and on what clock is the com-
pany's money owed. Each weakness the test finds becomes a line in the charter's list of structural changes.
The finance lead completes the table of capital sources and their clocks, debt included. Many companies

find, at this step, that patient shareholders sit above impatient lenders.

The gate at the end of week 4. The sponsor chooses the one document in which the purpose sentence will
first be written. In most companies the realistic choices are a board charter, a sharcholders' agreement, the
terms of the largest bonus plan, or the articles. The articles carry most weight and take longest; a board
charter can usually be amended within the twelve weeks. Choose the document that can actually be

changed before week twelve, and record the plan for the stronger one.

The artefacts. The Purpose Sentence, the Purpose Stress Test, and the name of the document.

Weeks 5 and 6 - The register

Purpose of the weeks. To put the slow clock on the same page as the fast one.

Week 5. The finance lead, with the line managers who know each asset, fills in the Two Clocks Register
from chapter 4. The hardest column is regeneration time. Ask the person who would have to rebuild the as-
set how long it would take, and write down what they say. A training manager who says six years to rebuild

a cohort of skilled technicians is giving the company information no budget contains.

Week 6. The four read the register's draw-down pairs aloud. This is the most uncomfortable meeting of the
twelve weeks, and the most useful. Most pairs will be known to somebody. Some will be a surprise to
everybody. The sceptic's job in this meeting is to test each pair: is this a draw-down, or a genuine effi-
ciency? Both are possible. The register is not an accusation. Chapter 3 quoted the line from Santa Anna's
book that should govern the tone of the room, about the harms of the extractive firm: "Not because they're

evil " The pairs are what a structure produced.

The gate at the end of week 6. The group chooses the one mismatch to close first. One, not five. Chapter 13
explains why: a system absorbs one lengthened clock in a quarter, and changing five at once is a reorganisa-

tion, which shortens everyone's clock while it lasts.

The artefact. The Two Clocks Register, with one mismatch circled.

Week 7 - The owners
Purpose of the week. To see who holds the company's money and votes, and on what clock.

The finance lead and the long-clock holder complete the Owner's Horizon Review from chapter 5, includ-

ing the cut arithmetic: what profit would look like if the long-clock lines were stopped, and what any buy-
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er's or lender's multiple would make of it. The point is not to tempt anyone. It is to know the size of the in-

centive the company is resisting, so that it can be resisted on purpose.

The same pair then fills in the Steward Structure Sketch from chapter 6, which shows where the right to
the money, the right to decide and the right to sell control now sit. In most companies all three sit with the
same party. That is not a fault. It is the reason the shortest clock in the company is usually the moment

that party decides to sell.
There is no gate in week T [t is a week for reading.

The artefacts. The Owner's Horizon Review and the Steward Structure Skecch.

Week 8 - The midpoint gate
Purpose of the week. To decide what the sequence will change, and to tell the people who need to know.

This is the longest meeting of the twelve weeks and should be scheduled in the calmest week of the quarter.

The four review cvery artefact SO far and agree three things.

The one structural change. From the register's circled mismatch and the stress test's weaknesses, the group
chooses the single change the sequence will make before week twelve. Chapter 4 listed the usual candid-
ates: a longer bonus period, a longer loan tenor, a rule protecting a named long-clock line unless a reason is
recorded, a line in the minutes of every major decision naming the asset it draws on, a seat or standing

item for one long-clock party.

The long-clock holder. If the role was empty at week 1, the group names who will hold it from week twelve,
and on what terms. If the role was filled, the holder confirms what they will read, how often, and what

they will do if the register shows a draw-down.

The conversations. The group lists every party who must hear about the change before it is made: the
board, the lender, the family, the investors, the staff. Chapter 11 sets out each conversation, with a script.

The sponsor assigns each one to a named person and a week.

The sceptic presents the case against at the start of the meeting, not the end. A dissent, if there is one, is

written into the charter.

The artefact. The charter's middle page: the change, the holder, the conversations.

\X/eeks 9 and 10 - The conversations

Purpose of the weeks. To hold the conversations listed at week &, and to revise the change in the light of

what is heard.
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Chapter 11 is the companion to these two weeks. The principle governing all of them is to bring the page,
not only the argument. A board shown the register reads its own draw-downs. A lender shown the cut
arithmetic sees why the company wants a longer tenor. A family shown the Steward Structure Sketch sees

where the right to sell sits, and can talk about whether it should.

For a listed company, Or any company with outside investors, week 10 is when the Investor Clock Letter
from chapter 8 is drafted. It tells investors what clock the company intends to keep, which measures of the
10ng—clock assets it will report, and on what schedule. The letter is not sent in week ro. It is drafted, re-
viewed by the company's lawyers and finance lead, and scheduled for the next regular reporting date, so

that it arrives in the ordinary course rather than as an event.

A conversation that changes the plan has done its work. Record what was heard and what changed in the

charter.

The artefacts. Notes of each conversation, the draft Investor Clock Letter where it applies, and the revised

change.

Week 11 - The predictions
Purpose of the week. To write down, before the change is made, what the company expects to see.

Chapter 10 explains Why this week matters more than it seems. Without predictions written in advance,
any result a year from now can be read as success, and nothing is learned. The four fill in the Prediction
Register: what the change should affect, by how much, by when, and what result would show it had failed.

The sceptic writes one prediction of their own, the result they expect if the change does nothing.

The predictions are modest. A rule protecting the apprenticeship programme predicts, at most, that the
programme's intake is held and its completion rate does not fall. It does not predict higher profit, and a re-
gister that predicts higher profit from a single structural change is promising more than any study in

chapter 5 could support.

The artefact. The Prediction Register, signed and dated.

Week 12 - The signature
Purpose of the week. To make the change, in the document, and hand the long clock to its holder.

The sponsor signs the amended document: the board charter with the purpose sentence and the protected
line, the bonus plan with its longer period, the minute template with its new line. The change is effective
from a stated date. The long-clock holder receives the dossier and sets the first date on which they will read

the register.
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Then the group does one more thing that is easy to forget. It writes a single page for the people who work
in the company, saying what was changed and why, in plain words. Santa Anna's book warns against the
gap between what is said on a wall and what is felt in a room; a company that announces a value it does
not structure, he writes, has made something "worse than useless — it's gaslighting."®® The page is the op-

posite of the poster. It names a document, a date and a person.

The artefact. The signed document, the dossier handed to the holder, and the page for the staff.

When it stalls

Every sequence of this kind stalls somewhere. The common stalls, and what to do about each, are these.

The quarter turns bad. Results disappoint, a customer leaves, a lender calls. The calendar rule applies:
working sessions may continue, gates move to the next calm week. Do not cancel the sequence in a bad

week. Postpone the decision and say so in writing, with a new date.

The sponsor loses interest. This usua]ly shows as missed meetings. The long—clock holder should raise it dir-
cctly and early. If the sponsor will not protect the calendar, stop the sequence formally, record why, and

keep the artefacts. A half-finished register is still a register, and the next sponsor will find it.

The register is too frightening. Sometimes the draw-down pairs reveal more than the group is ready to act
on. The answer is not to soften the register but to narrow the change. One protected line is enough for a

first quarter.

The sceptic wins. Sometimes the case against is stronger than the case for. That is the sequence working,
Record the reasons, and close it. A company that has looked carefully at its clocks and decided to keep

them as they are has made a decision, not avoided one.

The purpose sentence will not settle. If week 4 ends without a sentence the sponsor can sign, move on with
the best draft and mark it as provisional. The register in weeks 5 and 6 often settles the purpose: once the
group sees which 10ng—clock assets it would protect at a cost, it knows more about what the company is

for.

Psychological safety is assumed rather than present. If the people in the room will not say what they see,
the register will be empty. Santa Anna's book is plain that this cannot be ordered: "But psychological safety

168

is not something you can mandate through policy."® The practical remedy is small. The sponsor speaks last

at every meeting. The sceptic speaks first. Dissents are written down without comment.

The ye ar 21&61”

The twelve weeks change one thing. The year after keeps it.
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Each quarter. The long-clock holder reads the Two Clocks Register beside the accounts and asks one ques-

tion of management: which long-clock asset paid for this quarter's result? The answer is minuted.

At six months. The four meet once to compare the Prediction Register with what has happened. Nothing is

concluded yet; chapter 10 explains why six months is too soon to judge most long-clock changes.

At twelve months. The four meet in a calm week, read the Prediction Register in tull, and record a verdict:
the change held, the change held but did nothing measurable, or the change failed. Then, if the verdict al-
lows, they choose the next clock to lengthen and begin a second, shorter sequence. A company that does

this each year for five years has changed five clocks without ever reorganising.

Each year, the purpose sentence. The sentence is read once a year by the board and the long-clock holder
against one question from chapter 2: what profitable thing did it make us refuse this year? If the answer is

nothing, either the company was fortunate or the sentence is not binding.

Santa Anna's book describes the enterprises that manage this well as being "clear about their values and

168

flexible about their strategies."® The register, the predictions and the yearly change are the flexible part.

The purpose sentence, written where it binds, is not.

For a smaller firm, or a household

In a firm of a dozen people the four roles may be two people and the twelve weeks may be six. The order
holds: snapshot, purpose, register, owners, decision, conversations, predictions, signature. Chapter 12 ad-
apts the same sequence for a household, where the documents are a purpose sentence and a one-page
Houschold Horizon Page, and the patient party may be a relative, a neighbour or a credit union. Nothing

in either version is investment advice; the sequence changes how decisions are taken, not what is bought or

sold.

The Tool: The Twelve-Week Charter

One page at the front of the dossier. Fill in the top before week 1; the rest as the weeks go.
1 - The people
ROLE NAME THEIR OWN LONGEST CLOCK (YEARS)
Sponsor
Long-clock holder (or: empty)
Finance lead

Sceptic
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2 - 'The calendar rule

« Long-clock decisions are taken in calm weeks. The hard weeks this quarter are:

« Gate dates (weeks 2, 4, 6, 8, 12):

3 - The weeks

WEEK ARTEFACT DONE DISSENT
(DATE) RECORDED?

) Horizon Snapshot (chapter 1)
3 Purpose Sentence (chapter 2)
4 DPurpose Stress Test (chapter 3) - document chosen:

5-6 Two Clocks Register (chaptcr 4) - mismatch circled:

7 Owner's Horizon Review (chapter 5) . Steward Structure Sketch (chapter 6) - Hand-

Over Ledger if an ownership change is in view (Chapter 7)
8 The change - the holder - the conversations

9-10  Conversations held (chapter 11) - Investor Clock Letter drafted (chapter 8)

I Prediction Register (chapter 10)
2 Signed document - dossier to holder - page for the staft’
4 - The change

O 'Ihe one SEI'UCELH'ZL] Chzmge:

+ The document it is written in: __ - effective from:

5 ThC year aftcr

« First quarterly reading of the register by the holder:
« Six-month comparison: __ - twelve-month verdict: ____

« The next clock to lengthen, if the verdict allows:

A page in the drawer

At the end of twelve weeks the company has changed one line in one document and handed a folder to one
person. It is a small result for a quarter's work, and it is meant to be. The line is in a place that binds, the
folder is in the hands of someone with a long clock, and a date is set on which somebody will read it again.

Chapter 10 sets out how they will know whether it worked. Ecstatic Economics is kept at , and the house's
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book on employee ownership, Owning the Work, takes up the case of a company where the long-clock hold-

er is the workforce itself.
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CHAPTER TEN

How to Know It Worked

N

How to Know It Worked

HAUTE LUMIERE - THE LONG CLOCK - CHAPTER TEN

A ledger opened before the year

A ship's navigator in the age before satellites kept a log by dead reckoning. Each watch she wrote down
where she expected the ship to be: the heading, the speed, the hours run. When the coast came into view

she compared the log with the land. The point of the log was not that it was right. It was that it had been
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written before the coast appeared, so that the difference between expectation and fact could teach her

something about the currents.

Most organisations measure a change the other way round. 'Ihey make it, wait, look at the results, and then
explain them. Whatever happened, a story fics. If margins rose, the long-clock work was paying off; if they
fell, it was an investment in the future. A board that measures this way cannot be wrong, and so it cannot

learn.

This chapter is about measuring the changes the rest of the book recommends: a purpose written where it
binds, a clock lengthened, a long-clock party given a voice. Its claim is that a change to a company's time
horizon can only be judged honestly if the prediction is written down before the result arrives, if what is
counted is the renewal of long-clock assets rather than chis year's profit, and if the reader is candid about
how little one company's experience can prove. Chapter 9 sets the field manual's twelve weeks; this chapter

is the instrument that tells a leader, a year or three later, whether those weeks did anything.

Ammanuel Santa Anna's Ecstatic Economics is unsparing about what a single measure does to an economy.
Of gross domestic product he writes that the measure "literally cannot distinguish between activity that
generates genuine prosperity and activity that destroys it."®® A company's quarterly earnings have the same
blindness at smaller scale. The composite manufacturer of chapter 5 raised its profit by six hundred and
fifty thousand dollars in a year by stopping the two things that would have kept it alive. No line of the in-

come statement marked the difference.

Why profit cannot be the test

It is tempting to judge a longer horizon by the thing the shorter horizon was protecting. If the company
lengthened its clock and profit held, the change was safe; if profic fell, it was a mistake. That test fails for

three reasons, and each one is worth stating because each is a common mistake in a boardroom.

Profit moves for many reasons. A change in prices, a currency, a customer's own fortunes or a competitor's
error will swamp the effect of a pay plan or a purpose clause in any single year. A test that the weather can

pass or fail is not a test of the change.

Profit rewards draw-down. As chapter 4 set out, the clearest sign of an aquifer problem is a result that im-
proves while the asset behind it is not renewed. A company that stops drawing down will often see profic
fall first, because it is now paying for renewal that it had been skipping. Judged on profit, the most success-

ful lengthening of a clock will look, for a year or two, like a failure.

Profit arrives on the short clock. The point of the whole exercise is to protect assets whose renewal takes
years. A measure read every quarter cannot report on something that changes every five years. The measure

has to run on the asset's clock, not the accountant's.
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None of this means profit stops mattering. A company that does not earn cannot renew anything, and the
evidence in chapter 5 suggests that longer horizons are associated with value rather than against it. It

means profit is one line on the page, read beside the lines that say what it cost.

Write the prediction first

The single most useful habit in this chapter Costs nothing. Before a change takes effect, write down what

you expect it to do, by when, and what you would see if you were wrong.
A useful prediction has four parts.

The change. Stated as a fact about a document or a decision: the managers' bonus period was lengthened from
one year to frve on 1 March; the apprenticeship budget was written into the shareholders” agreement as a protected

line.

The expected movement. In a named measure, in a named direction, by a rough amount, by a date: appren-
tices completing their qualification rise from four a year to six within three years; voluntary turnover among skilled

staff falls below ten per cent within two years.

The mechanism. One sentence on why: because managers are no longer paid to cut the programme in a hard year.

A prediction without a mechanism cannot be learned from even when it comes true.

The disconfirming sign. What you would see if the change did nothing or did harm: the programme is cut

anyway, by a different route; turnover rises because the deferred pay is resented.

Weritten this way, a prediction turns every change into a small experiment. When the date arrives the board
reads the page, compares it with the facts, and writes one line on the difference. Over five or ten such

pages a company learns something no study can tell it: how its own clocks respond to its own levers.

The house holds itself to the same discipline. The claims in this book are offered as a lens, and chapter 13
lists what the book does not show. A reader who keeps a prediction register will be in a position, within a
few years, to say whether the lens was useful in her company. That is a better test than any argument in

these pages.

What to count

The measures below are drawn from the tools in earlier chapters. None is perfect and several are rough. To-

gether they give a board a reading of the second clock, and the reading improves each year it is kept.

The draw-down pairs. From the Two Clocks Register in chapter 4: each result that improved while a long—
clock asset was not renewed. Count the pairs each year. A falling count is the plainest sign that the clocks

are coming back into line. A rising count, in a year of good profit, is the sign to look for first.
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The long-clock spend share. For each long-clock line, apprenticeships, research, maintenance capital, cus-
tomer service, training, write its spending as a share of revenue, each year, on one row. Share is better than
the raw figure because it does not flatter a growing company or punish a shrinking one. The trend matters
more than the level, and a sharp fall in a year before a sale, a refinancing or a leadership change is the pat-

tern chapter 5 warned about.

The regeneration-time estimates. Each year, ask the people who would have to rebuild each asset how long
it would take. Write down their answers. The ﬁgures are judgements, not measurements, and that is ac-
ceptable so long as the same question is put to the same kind of person each year. A rising estimate means
the asset has grown more fragile: the team is thinner, the knowledge sits with fewer people, the customers

are newer.

Turnover where the tacit skill sits. Voluntary departures among the people who hold the hardest-to-replace
skill, measured separately from turnover overall. A company can hold total turnover steady while losing its

most experienced people. The second number is the one that renews on the long clock.

The tenure of long relationships. The share of revenue from customers of more than five years' standing; the
share of critical supplies from suppliers of more than five years. These are slow measures, and slow is the

point.

The patient party's activity. Chapter 13 makes the holder of the long clock the book's closing question.
Count what that holder actually does: meetings attended, visits made, questions asked in writing, decisions
it reviewed. Hansmann and Thomsen's work on foundations, discussed in chapters 3 and 6, found founda-
tion-owned companies performing better where the foundation's board stood at a distance from manage-
ment, which chapter 3 read as a sign that the best long-horizon owners are present and demanding. A long

clock held by a party that never acts on it is an absence, and an activity count shows it.

The purpose in decisions. The number of significant board decisions in the year whose minutes record
which long-clock asset the decision drew on, as chapter 4 recommended. The measure is crude. It also

changes behaviour, which brings the chapter to its main hazard.

Goodhart's warning

In 1975 the economist Charles Goodhart observed, about monetary policy, that a statistical regularity
tends to collapse once pressure is placed on it for purposes of control. The anthropologist Marilyn
Strathern, writing about the audit of British universities in 1997, gave the idea the form in which it is now

usually quoted: when a measure becomes a target, it ceases to be a good measure.”

Every measure in the list above can be gamed. A training budget can be spent on courses nobody needs. A

turnover figure can be held down by making it hard to leave. A board's minutes can name a long-clock as-
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set in every decision while changing none of them. The patient party can attend every meeting and ask

nothing.
Three habits keep the measures honest.

Read the measures, do not pay on them, at first. Chapter 5 described how pay plans can include a long-
clock measure, and they can. But a measure that is new, rough and unfamiliar should be read for at least a

year before anyone's pay depends on it. A measure people are paid on stops being information.

Read them in pairs. Each measure is harder to game when it is read beside another that would move the
other way if gamed. Training spend beside the share of trainees who qualify. Turnover beside the number
of internal complaints. Long-clock spend beside the regeneration-time estimate. Chapter 4's draw-down

pairs are already built chis way.

Ask the people closest to the asset. The apprentices know whether the programme is real. The long custom-
ers know whether they are being looked after. A short annual conversation with each, recorded in a few
lines, is the check that no figure can provide. Santa Anna's book argues that information arriving on the as-

set's own clock changes decisions; the conversation is the cheapest way to receive it.

Baselines

A measure without a baseline is a number without a meaning. Before any change takes effect, the board
should record where each measure stands, and where it has stood for the previous three years if the records

exist.
Three cautions apply.

The baseline year may itself be a draw-down year. A company that turns to this book is often one that has
been drawing down. Its baseline will make the first years of renewal look expensive. Record that, so that

nobody later mistakes the cost of renewal for a decline.

Change one clock at a time where you can. Chapter 13 repeats the rule from the field manual: a system can
absorb one lengthened clock in a quarter. It is also easier to read. Five changes made at once produce one

tangle ofresults and no learning.

Keep the old measures. Do not stop reporting profit, cash or the usual operating figures. The new measures

sit beside them. A board that sees both on one page can judge the trade; a board that sees only one cannot.

Small numbers, said honestly

The research in chapter 5 drew on samples ranging from the companies on one list of a hundred employers
to more than four hundred thousand firm-years. A single company has a sample of one, observed for a

handful of years. That has consequences that a careful reader should say aloud.
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One company cannot prove a mechanism. If turnover falls after the bonus period is lengthened, the change
may have caused it, or the labour market may have cooled, or a difficult manager may have left. The predic-
tion register helps, because it states the mechanism in advance and names the disconfirming sign, but it

cannot settle the question. Say consistent with, not caused by.

Long clocks need long records. An asset that renews over six years cannot be judged in two. The first read-
ings will be noise. A board should agree, in advance, the earliest date at which it will draw any conclusion,

and keep to it.

Small numbers swing. A company that qualifies four apprentices a year will see that figure move by

twenty-five per cent if one person leaves. Read small counts over several years, not one.

Survivors tell the story. The firms whose stories reach a book, including the three in chapter 6, are the ones
that lasted. A reader should not compare her company with them as though they were a fair sample. They

are the ones that made it.

Santa Anna's book carries the same humility into its own field. It warns readers against treating its altern-
ative models as perfect and names "measurement issues” among the problems such enterprises must face.®
A measurement chapter that claimed precision it did not have would be at odds with the book it comes

from.

Reading the register at the end of a year
Once a year, ideally in a calm wecek rather than in the days after a hard result, the board or the household
reads the register in one sitting. The reading has a fixed order.

First, the predictions due this year: what was expected, what happened, and one line on the difference.
Second, the draw-down pairs: how many, and whether any are new. Third, the long-clock spend share and
the regeneration-time estimates, each beside last year's. Fourth, the patient party: what it did, and whether

it was enough. Fifth, the conversations with the people closest to the assets, read aloud.

Then three questions, answered in writing. Which long-clock asset is in the best health, and why? Which is

in the worst? What is the one change for next year, with its prediction?

The reading takes an hour. Kept for five years, it gives a company something its accounts never will: a re-

cord, in its own words, of what it expected of its future and what its future did.

A WOI’ked reading: thG manufacturer, three years on

The family manufacturer of chapter 5 is a composite built for teaching, and its figures below were set by

the writer, not observed. It serves here to show what a register looks like when it is read.
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When the family decided not to sell, they made three changes and wrote a page for each. The first moved
control into a trust whose deed protected the apprenticeship and development lines. The second
lengthened the managers' bonus period from one year to five. The third put a purpose clause into the art-
icles. Each page carried a prediction. For the apprenticeship, the family expected completions to rise from
four a year to six within three years, because managers would no longer be paid to cut the programme in a
hard year. The disconfirming sign they wrote was that the programme would be hollowed out by a differ-

ent route: fewer instructors, shorter placements, the same headline budget.

Three years later the reading went like this. Completions had risen to five a year, not six. The long-clock
spend share for the programme had held at just under one per cent of revenue, which was the protected
floor. The regeneration-time estimate, asked of the senior machinists each year, had fallen from six years to
five, because two of the newly qualiﬁed machinists could now train others. Turnover among the most
skilled staff had fallen from three departures a year to one. Operating profit had fallen in the first year, as
the renewal costs that a sale would have skipped were paid, and recovered in the third, for reasons the

board could not separate from a strong order book.

The disconfirming sign had nearly appeared. In the second year a production manager, short of floor space,
had shortened the apprentices’ placements on the newest machines. The trustees, reading the register, no-
ticed the placement length beside the completion count and asked why. The placements were restored.
Without the pair, the cut would have shown up two years later as a group of apprentices who had qualified

without the skill cthe qualiﬁcation named.

The board's verdict, written in three lines, was modest. The change was consistent with the mechanism; the
) g )

prediction was too optimistic by one apprentice a year; the lesson was that a protected budget is not a pro-

tected programme unless what it buys is also read. The next year's page predicted completions of six by

year five, with placement length as its pair.

Nothing in that reading proves the trust deed caused the improvement. The labour market may have
helped; so may a good instructor who happened to stay. What the register did was let the family see, in
their own figures, whether what they had hoped for was happening, and catch the one quiet draw-down

before it became a gap.

The houschold reading

The same reasoning works at a kitchen table, scaled down. Chapter 12 follows a houschold through a year
with chapter 4's Two Clocks Register and a one-page Household Horizon Page, not with this register. In
brief: the household's long-clock lines, health, a qualification, a child's schooling, the care of a parent, each
get a line. A houschold that wants this chapter's test can add one prediction a year, for example that a pro-

tected monthly sum for a course will produce the qualification by a named date. It counts its own draw-
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down pairs: months in which the accounts improved while sleep, a friendship or a course was given up. It

names its patient party and notes whether that party was called on.

Nothing in this is financial advice, and the house gives none. The point is the same at both scales. A house-
hold that writes its expectations down before the year begins can learn from the year. One that does not

can only explain it.

The finer points
Date every prediction. A prediction with no date can never be wrong,

Name who reads the register. If nobody owns the reading, it will not happen. The holder of the long clock

is the natural owner; the field manual in chapter 9 assigns it.

Prefer a rough measure of the right thing. A precise measure of the wrong thing, quarterly proﬁt, is the

reason this book exists. An honest estimate of how long it would take to rebuild a team is worth more.

Keep the register where the accounts are kept. A register filed with the strategy papers is read once a year
at an away day. A register that sits in the same pack as the monthly figures is seen every month, even when

it is not read in full, and its trend column becomes as familiar to the board as the cash line.

Do not let the reader be the author. Where it is possible, the person who reads the register at the end of
the year should not be the person who wrote the predictions. The author of a prediction is the one person
least able to see that it failed. A trustee, a non-executive director, a partner at the kitchen table: anyone

who did not write the page will read it more honestly.

Write down surprises. The line in the register that teaches most is the one that says we did not expect this.

Make room for it.

The house's book on complexity, The Economy That Keeps Becoming, gives a fuller account of why prediction

in an evolving system is humble work. Ecstatic Economics is kept at .

The Tool: The Prediction Register

Keep it as one document, opened before the year and read at its end. Use one page per change.
1 - The change

« What changed, as a fact about a document or decision:

« Date it took effect:

« Who made it

2 - The prediction
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MEASURE BASELINE (AND THE THREE YEARS BEFORE, IF KNOWN) EXPECTED MOVEMENT BY WHEN

« The mechanism, in one sentence:

« The disconfirming sign:

« The carliest date we will draw any conclusion:
3 - The pairs

MEASURE READ BESIDE WHAT GAMING WOULD LOOK LIKE

4 - The annual reading
ITEM LAST YEAR THIS YEAR NOTE
Draw-down pairs (count)
Long-clock spend share, by line
Regeneration-time estimates, by asset
Turnover where the cacic skill sics
Revenue from customers of five years or more (share)
The patient party's activity (visits, questions, reviews)

Decisions whose minutes name the long—clock asset drawn on

5 - The verdict

« What happened against the prediction:

« Consistent with the mechanism? yes / no / unclear - why:

« What surprised us:

« The one change for next year, with its prediction on a new page: ______
* Read by __on

The coast in view

The navigator's log was never meant to be right. It was meant to be written before the land appeared.
When the coast rose out of the haze two miles south of where she had expected it, the log told her some-

thing ﬂbOUt thC current that no chart had ShOWl’l. She wrote it (].OWI]7 and the next Voyage was shorter.
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CHAPTER ELEVEN

The Hard Conversations

The page and the person

Every structural change in this book has to be explained to someone before it is made. A longer bonus
period goes to a remuneration committee. A protected apprenticeship line goes to a lender who would
prefer the cash. A purpose clause goes to a family that has always assumed it could sell. A letter about the
company's clock goes to investors who were promised quarterly guidance. And all of it goes, eventually, to

the people who work in the company and to someone who thinks the whole exercise is a fashion.

These conversations are where most long-horizon plans end. Not because the plan is wrong, but because it
is presented as a value to people who are 1iste1’1ing for a risk. A board hears purpose and thinks ofliability. A
lender hears patience and thinks of a missed payment. A worker hears long term and thinks of a pay freeze

explained in better words. Each is listening on their own clock, and each is right to.

This chapter takes six audiences in turn. For each it sets out what they fear, what they need to hear, and a
short script the leader can adapt. The scripts are not pitches. They are the plainest true thing the leader can
say, in the order that lets the other person hear it. They assume the leader has done the work of chapter 9

and has the pages to show.

Two principles govern all six. The first is from Ammanuel Santa Anna's Ecstatic Economics, and it sets the
tone for every room: "Ecstatic Economics doesn't demonize this model."” The leader is not arguing that the
quarterly clock is wicked, that investors are greedy or that the board has failed. The book is precise on the
point: "It recognizes that shareholder-primacy capitalism produced genuine value — technological innova-
tion, material abundance, global coordination at unprecedented scale.”™ The argument is narrower and
casier to accept. Some assets in this company renew on a longer clock than the one it is judged on, and the

company proposes to protect one of them.

The second principle is the calendar rule of chapter 9. Hard conversations are held in calm weeks. A lender
approached in the week of a covenant test will say no to almost anything. The same lender approached two

months later, with the register on the table, may say yes.
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Thﬁ board

What they fear. Liability, first: that a purpose clause or a protected line will expose directors to claims that
they failed sharcholders. Then loss of discretion: that a rule written now will bind them in a crisis. And un-
der both, the fear chapter 3 called the accountability objection: that a company told to serve several goals

will be judged on none.

What they need to hear. That the change is specific and narrow. That chapter 2's reading of the law, in most
common-law jurisdictions, leaves directors wide latitude to weigh the long term in ordinary decisions, and
that the company's own lawyers have reviewed the wording. That the purpose sentence ranks decisions
rather than multiplying goals: it says which thing comes first. And that any protection has a review date

and a stated procedure for overriding it, so discretion is preserved and recorded rather than removed.

The script.

We are proposing one change, not a new philosophy. Here is the register. These three lines re-
new assets that take between four and six years to rebuild, and in two of the last five years we
cut them to meet a quarterly figure. We propose that one of them, the apprenticeship pro-
gramme, is protected at its present share of revenue unless the board records its reasons for re-
ducing it. The board keeps the power to reduce it. It loses only the ability to do so without say-

ing why. Counsel has reviewed the wording. We would like to review the rule in two years.

The finer point. Bring the sceptic to the board meeting and let them speak first. A board that hears the ob-

jection from inside the proposal stops looking for it.

The lender

\X/hat they fear. Being pald 121t€ Or not at all A 1ender's ClOCk is the repayment schedule and the covenant

test, and anything that protects spending ahead of debt service looks, at first, like a threat to both.

What they need to hear. The arithmeric, in their terms. The Owner's Horizon Review from Chapter 5 shows
what profit would be if the long-clock lines were cut, and what that draw-down would cost in four or six
years. A lender with a ten-year relationship has a direct interest in the company still having skilled workers
and a product pipeline in year seven. The leader is not asking the lender to be patient as a favour. The lead-

er is asking the lender to price the loan on the clock of the asset it is secured against.

Santa Anna's teaching on living financial institutions gives the line that changes the frame: "Patient capital
isn't about sacrificing financial returns; it's about recognizing that true prosperity encompasses social and
environmental well-being.” A banker may not use that vocabulary. The practical translation is that a

longer tenor matched to the asset is not a concession. It is a more accurate loan.
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The script.

We'd like to talk about the shape of the facility, not its size. Our two largest long-clock com-
mitments renew over four and six years. Our covenant is tested quarterly and the loan amort-
ises over three. That mismatch is why, in a hard quarter, we cut the very spending that keeps
your security valuable. Here is the arithmetic. We are asking whether the tenor could be ex-
tended to match, or the covenant measured over a rolling twelve months. In return we will re-

pOTE EhC two long—clock lines to you alongside Ehﬁ usual ﬁgUVCS.

The finer point. Offer information before asking for terms. A lender who receives the register every

quarter for a year before a refinancing is a different lender at the refinancing.

The founder and the family

What they fear. Losing what they buil, or losing the right to sell it. For a founder, a purpose clause can feel
like a judgment on how they ran the company. For heirs, any limit on sale is a limit on what is, for many
families, most of their wealth. And under both runs the oldest fear in a family firm: that the conversation

about the company is really a conversation about who loves whom.

What they need to hear. That nothing is being taken. Chapter 6 showed steward structures settled so that
companies would outlive their founders, in two cases after the founder's death, and chapter 7 showed
founders choosing to give up the right to sell in their own lifetimes. A family does not have to go that far.
The Steward Structure Sketch shows where the three rights sit, and the smallest borrowing, a period of no-
tice and a review before a controlling stake is sold, removes no one's wealth. It removes only the shortest

clock.

Santa Anna's book names the moment this conversation is reaﬂy about. "Even the most mission-driven
founder eventually retires,” he writes, "and if the company's ownership can be sold to the highest bidder,
years of Vitality—centered culture can be dismantled overnight by a new owner with different priorities.”ﬂ
Read aloud at a family meeting, that sentence often does more than any proposal. It names what the

founder already worries about.

The script.

Nobody is proposing to take the right to sell from anyone. We're proposing that a sale of control
has to wait six months and be read against what the company is for, so that it is never decided
in a hard week. Here is what the company is for, as we wrote it. Here is where the votes, the
dividends and the right to sell sit today: all in the same place. We'd like each of us to say what

we want the company to be in twenty years, before we talk about any rule.
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The finer point. Hold this conversation in the family's own room, not the boardroom, and separate it from
any discussion of money owed to individuals. A family that talks about purpose and inheritance in the

same meeting talks only about inheritance.

The investors

What they fear. Being kept in the dark. An investor told that the company will stop giving quarterly guid-
ance, or will report long-clock measures in place of familiar ones, may hear that management is preparing

to miss its numbers and wants cover.

What they need to hear. That they will receive more information, not less. Chapter 8 set out the Investor
Clock Letter: what clock the company intends to keep, which measures of its long-clock assets it will re-
port, and when. Chapter 3 described Bushee's finding that short-term pressure came not from investors in
general but from particular kinds of owner, those with high turnover and momentum strategies. A The let-

ter is, in part, an invitation to the investors the company would like to keep.

The letter is subject to the rules on disclosure in the company's market, and its wording should be settled
with the company's lawyers and finance lead. Nothing here is investment advice to any reader about any

company's shares.

The script.

From next year we will report three measures of the assets our purpose depends on, every half-
year, alongside our results: apprentices qualified, products in development, and customer reten-
tion over five years. We will continue to report our results each quarter. We will stop giving a
forecast of next quarter's earnings, because it encourages us to manage to it. Here is the letter.

We would IUCZCOTHC your view Of E]”LG measures bCfOTC‘ we ﬁx them.

The finer point. Speak first to the longest—standing holders, privately and in advance, then publish. An an-

nouncement that long-term holders have already read lands as a shared decision.

The staff and their representatives

What they fear. That long term means not now: that a protected training budget will be paid for by a pay
freeze, that a purpose clause is a new way to ask for more work for the same money, or that the whole exer-
cise precedes a sale or a restructuring. Where staff are represented by a union or works council, their rep-
resentatives carry these fears formally, and also a further one: that management will use purpose language

to go around them.
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What they need to hear. The specific change, in plain words, with a date and a document. The page for the
staff from week 12 of chapter 9 is written for this conversation. They need to hear what is protected, what
is not, and who holds the rule. They need to hear that the change does not reduce any existing right or
term. And they need to hear that management knows the difference between a purpose and a poster. Santa
Anna's book is blunt about what happens when a company announces a value it does not structure: the

poster "is worse than useless — it's gaslighting."”

Where a union or works council exists, the conversation should go through it, early, and the representat-
ives should be offered a role in the long clock itself: a standing item at the meeting where the register is
read, or the right to be consulted before a protected line is reduced. Chapter 4 argued that the people

closest to a long-clock asset receive its signals first. In most companies those are the people doing the work.

The script.

We have changed one rule. From the first of next month, the apprenticeship programme is pro-
tected at its present share of revenue, and it can only be reduced if the board writes down why.
This does not change anyone's pay or terms. Nothing is being sold. We would like a represent-
ative of the staff to sit in on the meeting where the long-term figures are read each quarter,

and to bC [OZCZ bCfOV@ amny pTOL‘CC[CGZ line is 7’CdUCCCZ.

The finer point. Do not hold this conversation in the same quarter as a pay negotiation or a reduction in
staff. The calendar rule applies with most force here, because this is the audience with the shortest clock

and the least protection.

The sceptic

What they fear. Being taken in. Every organisation has peop]e who have seen several initiatives arrive with

new Vocabulary and leave without Changing anything. 'lhcy fear wasted time, and thcy fear bcing the one

who believed.

What they need to hear. That their objection is part of the design. Chapter 9 made the sceptic one of the
four roles, and chapter 3 treated the strongest objections as a specification. A sceptic outside the room
needs to hear the same thing: that the proposal is narrow, that predictions were written before the Change,

and that the verdict will be read in a year and recorded whatever it is.

They also need to hear that che argument is not anti-business. Santa Anna puts it in five words: "The al-

ternative is not anti-business."” The sceptic who suspects a moral campaign is reassured by a measured one.

The script.
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You may well be right that this changes nothing. Here is what we expect it to do, written down
before we started, and here is what we would expect to see if it did nothing. We'll read both in
twelve months and tell everyone the result. If you'd like to add a prediction of your own, we'll

put it in the register under your name.

The finer point. Do not try to convert a sceptic. Recruit one. The most useful sceptic is the one who agrees

to keep the register honest.

A S€V€nth room: the conversation Wlth yourself‘
There is one more conversation, and it comes before the other six. It is the leader's own.

A leader who proposes a longer clock is usually judged on a short one. Her bonus, her contract, the next
annual review, the analysts' view of her first two years: each measures her faster than the assets she is pro-
posing to protect. Chapter 4 called this the mismatch at the heart of short-termism. It applies to the per-

son making the proposal as much as to the company.

So before the first meeting, the leader fills in a Conversation Card for herself. What does she fear? Usually
that a protected line will cost her a target, and that she will be judged before the asset renews. What does
she need to hear? That the change is narrow, that its predictions are written down, and that the board has
agreed in advance how the result will be read. What role can she give herself? The plainest is to ask the re-
muneration committee to measure her own performance on the long-clock lines as well as on profit, over
the same period as the change. A leader who asks to be judged on a longer clock is more convincing in

every other room than one who asks only others to be patient.

This conversation also has a calm-week rule. A leader who decides to propose the change in the week of a
disappointing quarter is deciding on the short clock. The proposal can wait for a better week; the register

will still be chere.

Finally, she should name, privately, what she will do if the answer from the board or the lender is no. Most
often the right answer is to keep the register, keep reading it each quarter, and ask again in a year with a
year's evidence. A no in a calm week, recorded with its reasons, is a better position than a yes won in a

hur ry.

Whart all six have in common
Read togeti’ler, the SiX COnVerSatiOnS Share a structure.

Each audience listens on its own clock. The board on the term of its directors and the next annual meeting,

the lender on the covenant, the famiiy on a generation, the investors on their holding period, the staff on
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the next payslip, the sceptic on the last initiative. The leader's first job is to know which clock the listener

is on, and to speak to it.

Each needs a page, not a principle. The register, the review, the sketch, the letter, the staffpage, the predic—
tion register. A conversation that brings a document can be checked. A conversation that brings only con-

viction can only be believed or not.

Each is offered a role. A review date to the board, information to the lender, a voice to the family, measures
to the investors, a seat to the staff, a prediction to the sceptic. Chapter 13 argues that somebody has to hold

the long clock. These conversations are how others are brought near it.

And each is held in a calm week, by a leader who is not afraid. Chapter 4 explained why that matters. A

frightened leader asks for patience as a favour. A calm one presents it as accuracy.

The finer points

Say what is not changing. Every audience fears more than is proposed. Name the things that are not af-
fected: pay, terms, ownership, the right to sell, the quarterly resules. A short list of what stays the same

rnakes the change believabie.

Never use purpose language to ask for a sacrifice. If a conversation ends with someone being asked to ac-
cept less money or more work for the sake of the long term, it has become the thing the sceptic feared.

Long-clock changes protect assets. They do not ask the people with the shortest clocks to pay for them.

Write down what was said. After each conversation, record the objection raised and what changed in the
plan because of it. Chapter 9 makes this part of the charter. It is also the best evidence, a year later, that

the conversations were real.

Expect to change the plan. A conversation that leaves the proposal untouched was probably a presentation.
The lender who suggests a rolling covenant instead of a longer tenor, the union that asks for a different
protected line, the farnily member who wants the notice period 10nger: these are improvements, and the

plan should take them.

The Tool: The Conversation Card

One card per conversation. Prepare it before; complete it after.
Before

« Audience: board / lender / farnily / investors / staff and representatives / sceptic / other:

« The clock they listen on:

« What they are 1ikely to fear:
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« What they need to hear, in one sentence:

« The page I will bring (register, review, sketch, letter, staff page, predictions): ______
« What is not changing, in three items:

« The role I will offer them:

- calm: yes / no

The script, in my own words
After

« What they said, especially the objection:

« What Changed in the plan because of it:

« What they agreed to, if’ anything:

« The next date with this audience:

A chair kept empty

At some famﬂy firms there is a custom ofleaving one chair empty at the annual meeting, for whoever will
run the company after everyone present has gone. Nobody sits in it, and nobody needs to explain it. It is a

reminder that every decision taken at the table will be lived with by someone who cannot yet speak.

The six conversations in this chapter are ways of speaking for that chair without pretending to occupy it.
p y P g p g py
Chaprer 12 takes the same reasoning home, to a household with a holder, a purpose sentence and a patient
p g ) , 4 purp P
party. Ecstatic Economics is kept at , and the house's book on Hirschman's exit and voice, The Embedded Mar-

ket, reads the choice between leaving and speaking up that sits under every conversation here.
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CHAPTER TWELVE

A Household on the Long Clock

Two clocks on the fridge

In most kitchens there is a calendar on the fridge, and on it the short clock is written in full. Rent on the
first. The card statement on the twelfth. School trip money by Friday. Payday every other Thursday.

Nobody has to be reminded of these dates, because each one arrives with a consequence attached.

The long clock is not on the calendar. Nobody writes down the year by which the second adult's qualifica-
tion will be ﬁnished, or how many years a parent can go on living alone, or how 10ng the eldest child's con-
fidence in mathematics would take to rebuild if it were lost this year. Those dates exist. They are simply

kept somewhere less Visible, which means they are kept nowhere.

Most chapters of this book have offered a houschold version of their argument in a few paragraphs. This
chapter gives the houschold the whole room. Its claim is the book's claim at kitchen-table scale: a house-
hold, like a company, lives on two clocks, the month on which its bills arrive and the years on which its
health, skills and relationships renew, and it does best when somebody in it holds the long clock on pur-
pose rather than by defaule. The chapter follows one houschold, a composite, through a year, and ends with

a page le’ly hOUSﬁhOld can ﬁH in.

The house gives no investment advice, and nothing in this chapter is a recommendation to buy, sell, hold,
borrow or insure anything. A houschold with decisions of that kind should take advice from someone qual-
ified to give it about its own circumstances. What the chapter offers is a way of reading the decisions a

houschold already makes, so that the long clock is in the room when they are made.

The household in this Chapter

The houschold below is a composite built for teaching. The people are not real, and their figures were set

by the writer to show the shape of the decisions, not drawn from any family's records.

Amara and Daniel live with their two children, aged eleven and seven, in a rented flac in a mid-sized town.
Daniel works shifts in a distribution warehouse, paid by the hour. Amara works part-time as a care assist-
ant and, two years ago, began a three-year part-time course that would qualify her as a nurse. Between

them they take 1’101’1’16 about three tl’lOLlSill’ld fOLlI' hundred a month in their own CUITCHCy. Rent is one thOU’
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sand one hundred. Amara's course costs one hundred and fifty a month in fees and travel. They carry a card
balance of about two thousand, which rises in hard months and falls in good ones. Daniel's mother, Grace,

lives alone forty minutes away and has begun to need help with shopping and appointments.

On paper this is an ordinary, stretched, competent houschold. Its short clock is very short: the hours on
Daniel's rota are set two weeks ahead and vary, and the card statement arrives monthly. Its long clock con-

tains at least five assets, and almost none of them appears in any account the houschold keeps.

The five long-clock assets

The first step, in January, is to name them. Amara and Daniel sit down one Sunday evening, after the chil-

dren are asleep, with the Two Clocks Register from chapter 4 adapted to a household, and write five lines.

Amara's qualification. Three years in all; one done, two to go. If paused for a year, the course allows a re-
turn, but the place is not guaranteed and the momentum is real. Regeneration time if lost: they estimate

three to four years, because starting again would mean starting again.

Daniel's health. He is forty-one and works on his feet. His back has begun to hurt after long runs of night

shifts. Regeneration time if run down: unknown, and they write unknown rather than guessing.

Grace's independence. She can live alone with help twice a week. If a fall or a winter of isolation changed
that, it would not come back. Regeneration time: they write does not regenerate, which is the honest entry

for some assets.

The children's footing at school. The eleven-year-old moves to secondary school in September. A good first

year matters more than any single later one. Regeneration time if lost: a year at least, perhaps more.
The marriage. Both of them write it down and neither wants to put a number on it. They write slow.

The exercise takes forty minutes. It is the first time either of them has seen the five written on one page,

and the effect is the one chapter 4 describes. The slow clock has been put on the same page as the fast one.

The decision clocks
Next they write down who decides what, and on what clock.

The rota decides Daniel's hours, two weeks at a time, and the warehouse's overtime arrives at short notice.
The card company decides the minimum payment, monthly. The landlord decides the rent, yearly. The

course decides its fees by term. Grace's needs arrive without a schedule.

Then the harder question: who in this houschold holds the long clock? Amara answers for both of them
that she does, by default, because she is the one who remembers the course, Grace's appointments and the

school forms. Daniel agrees, and then says something chapter 13 will return to: that holding it by default is
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not the same as holding it by agreement. They agree that Amara holds the long clock, that she will say so

when a decision draws on one of the five, and that Daniel's job is to listen when she does.

Santa Anna's Ecstatic Economics has a sentence about what happens to a houschold's sense of time when
money is tight, and it is the reason the agreement matters. Under threat, he writes, "Your time horizon col-
hipses. The future shrinks to the immediate — chis quarter, this month, this paycheck. Long-term thinking
feels like a luxury you can't afford." A houschold under pressure will shorten its clock for physiological
reasons, before anybody chooses to. Naming a holder is a way of keeping one voice in the room that is not

frightened in the same way at the same moment.

The purpose sentence

Before the end of January they write the household version of the Purpose Sentence from chapeer 2. It

takes chree drafts.

The first draft is to give the children a good life, which is true and excludes nothing. The second is to get Amara
qualified and keep Grace at home, which names two problems and two people but nothing they would refuse.

The third is the one they keep:

This money exists to see Amara qualified by next summer and Grace safe at home, without the children paying for

either, and we will not take on debt we cannot see the end of to get there.

The sentence is not elegant. It does what chapter 2 asks of a purpose: it names whose problem, it would
make them refuse something, and it names the harm they will not cause. They pin it beside the calendar,

which is where the monthly numbers are kept.

Spring: the first draw-down

In March the warchouse offers Daniel a run of extra night shifts at a higher rate for six weeks. The money is

good. It would clear the card balance and leave something over.

This is the household's first real decision under the new page, and it is a classic draw-down pair. Income
rises; Daniel's back and sleep fall. In the old way of deciding, the money would have won without discus-

sion, because it arrived on the short clock and the cost arrived on the long one.
Amara, holding the long clock, asks the question from chapter 4: which long-clock asset pays for this res-
ult, and how 10ng would it take to refill? Daniel's honest answer is that six weeks of nights would probabiy

leave his back worse for months, and that they had written unknown against his health because neither of

them knew how bad it could get.

They do not refuse the shifts. They take three weeks instead of six, and they write it down: took three weeks

of nights to bring the card balance down by half; drew on Daniel’s health; will not repeat before September. The de-
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cision is not heroic. It is taken as a decision rather than discovered as a gap, which is the whole of what this

book asks.

Summer: the cut that looks like a saving

In June the car fails its annual test and needs repairs of about nine hundred. The card balance, which had

fallen, g0ces back up. Amara's course fCGS fOI' the autumn term are due n August.

The obvious saving is the course. Pausing it for one term would free four hundred and fifty over three
months, and the course allows a return. On the page, it is the line that looks most like money waiting to be

used.

This is the household version of the cut before the sale in chapter 5, and the arithmetic is the same shape.
Pausing saves four hundred and fifty now. It delays the qualification by at least a term and, they know from
friends who have paused, often by a year. The qualification is the single largest change in the houschold's
long-clock income: a nurse earns noticeably more than a care assistant, and every term of delay is a term of
the higher income that never arrives. That loss will not appear in any stacement they receive. It will simply

not be there.

They decide to keep the course and to find the money elsewhere: a smaller summer, a slower repayment of
the card, and a conversation with Daniel's sister about Grace's shopping, which brings the household to its

patient party.

The patient party

A houschold, like a company, does better with one party on a long clock who has the standing to help.

Chapter 4 put it simply: one patient party is often enough.

Daniel's sister, Ruth, lives closer to Grace and has more regular hours. She has offered before, vaguely, to
help. In July, Amara and Daniel ask her specifically: would she take Grace's Tuesday shopping until the end
of next summer, when Amara qualifies? Ruth agrees, and asks in return that they take Grace for one week-
end a month. The exchange costs nothing in money. It lengthens the houschold's clock by a year, because it
removes the most likely reason Amara would have had to pause the course: a week in which Grace needed

more than the houschold could give.

The patient party need not be a relative. For other houscholds it is a credit union willing to talk before a
payment is missed, an employer with a flexible scheme, a neighbour, a small buffer kept for exactly this
purpose, a friend who has been through the same course. What matters is that the household knows who it

is before the bad month, not during it.
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Autumn: the SChOOl year

In September the eldest starts secondary school. The first half-=term is hard; he is quiet at home and his
maths homework goes undone. The family had written the children's footing at school as a long-clock asset,

with a regeneration time of at least a year.

The short-clock response would be to wait and see, because the term is busy and nothing is yet wrong on
paper. The long-clock response is to treat the first half-term as the moment the asset is most cheaply pro-
tected. Daniel swaps two shifts to attend a parents’ evening. The school offers a free homework club two af-
ternoons a week. The cost is two shifts' pay and some rearranged afternoons. The asset, if lost, would have

taken a year to rebuild.

They write it down: protected the eldest’s footing in the first term; cost two shifts; no repeat expected.

Winter: the reading
In December, in a calm week after the children's term has ended, they read the year.

The five assets: Amara's course is on track for the summer. Daniel's back is no worse, and he has taken no
further runs of nights. Grace is at home and steadier, with Ruth's Tuesdays and the monthly weekend. The

cldest has settled. The marriage, they write, is better for having a page to argue over instead of each other.
O O

The draw-down pairs: one, the three weeks of nights, chosen and capped. The card balance is about where
it began the year, not lower. On the short clock, the year looks like no progress. On the long clock, four of

the five assets are in better health than in January, and the fifth is no worse.

This is the reading chapter 10 describes, at houschold scale, and it has the same honesty requirements.
Nothing in it proves the page made the difference. Ruth might have helped anyway; the eldest might have
settled anyway. What the page did was let the houschold see its own year in both clocks, and choose, more

than once, which 10ng—clock asset it was prepared to draw on and which it was not.

The same year, read without the page

It is worth running the composite once more, as it might have gone without the page, because the differ-

ence is the argument of the chapter.

In March, Daniel takes all six weeks of nights; nobody asks which asset is paying, because the money is
good and the question has no place to be asked. The card balance is cleared. By May his back is worse, and
he loses two weeks of shifts in the summer, which costs more than the extra nights earned. In June the car
fails its test, the card balance climbs back, and the course is paused for a term because it is the line that
looks most like savings. The friends who paused were right: the term becomes a year. In September Grace

has a bad week while Amara is covering Daniel's lost shifts, and nobody has asked Ruth for anything spe-
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cific, so Grace spends a week alone. In October the eldest's maths homework goes undone and the house-

hold, exhausted, decides to wait and see.

None of these decisions is foolish. Each is a reasonable response to the month in which it was made. That is
the loop of chapter 4, at houschold scale: each short-clock decision draws on a long-clock asset, the drawn-
down asset makes the next month harder, and the harder month shortens the clock again. By December the
card balance is roughly where it began, as in the first reading. The qualification is a year further away,
Daniel's back is worse, Grace has had her first fall, and nobody has written any of it down, because none of

it appeared on a statement.

The two versions of the year end with the same balance on the card. On the short clock they are identical.
On the long clock they are two different houscholds, and the only difference between them in January was

a page, a sentence and an agreement about who would speak for the years.

What the body brings to the table

There is one more part of the houschold's long clock that no table captures, and Santa Anna's book gives it
more attention than any other part of his economics. It is the feeling a household carries about money, of-

ten inherited.

He describes it precisely: "Even if the number is objectively fine—even if you have more than enough—
there's often a subtle bracing, a vigilance, a readiness for threat.” And he names the pursuit it produces, a
fee]ing of enoughness "that recedes like a desert mirage the moment we reach for it."# His book asks read-
ers to look at the patterns they inherited: "What economic somatic patterns did you inherit from your

family of origin?"#

For Amara and Daniel the answer was different for each, and it explained some of the year. Daniel grew up
in a house where any spare money was spent at once, because it might not be there tomorrow; the extra
nights in March felt to him like safety. Amara grew up in a house where nobody spoke about money at all;
holding the long clock aloud felt to her, at first, like a kind of rudeness. Neither pattern was wrong. Both

were short clocks learned young.

The house does not offer therapy and does not claim the physiology behind the book is settled; the book's
account draws on polyvagal theory, which is debated. The practical lesson is the one chapter 4 drew for
boards: take long-clock decisions in a calm week, not at the end of a frightening month. This chapter adds

one more: notice whose old fear is speaking when the short clock wins without discussion.

Monday, for a household

What follows is the sequence this book recommends for a houschold that wants to begin. None of it re-

quires money, and none of it is financial advice.
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Find the holder. Which person holds the long clock: the one who remembers what the money is for over

years. Agree it aloud.

Write the purpose. One sentence: this money exists to do something for someone, and we will not do a

named thing to get it.

Name the long—clock lines. Health, a qualiﬁcation, a child's schooling, a parent's care, a home, a relation-

ship. For each, write how long it would take to rebuild if run down, or does not regenerate where that is true.

Know the shortest clock. The card statement, the overdraft, the rota. Decide now which long-clock line you

would protect first if that clock ran short, so that a bad month does not decide for you.

Find one patient party. Ask them specifically, for something specific, for a named period, and offer some-

thing back.

Read the year. Once, in a calm week, with the page in front of you.

The finer points

Write unknown when you do not know. A houschold that guesses its regeneration times will trust them

more than it should. Unknown is an honest entry and a reason to protect the asset more carefully.

Some assets do not regenerate. A parent's independence, a child's single year at a new school, some kinds of

healch. Mark them, and treat any decision that draws on them as a decision of a different kind.

Cap the draw-downs you choose. Many hard years leave no choice but to draw on a long-clock asset.

Choose which one, set a limit, and write the date after which you will not repeat it.

Ask for help before the bad month. The patient party is most useful when asked in a calm week for some-

thing specific.

Let the children see a version of it. A child who sees a parent write down a date years away, and protect it
through a hard month, learns something about time that no lesson on saving will teach. The houschold

need not share its figures. It can share the shape: we are keeping this for later, and here is why.

Keep the page where the bills are. A purpose sentence kept in a drawer is the household version of the mis-

sion statement chapter 2 described: true, and unread.

The house's book on gift and reciprocity, The Channel Keeps It, reads the kind of exchange Ruth and the
household made, help given and returned without a price, as one of the oldest economic forms there is. Ec-

static Economics is kept at .
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The Tool: The Household Horizon Page

One page, kept beside the calendar. Fill it in in January; read it in December.
1 - The holder and the sentence

« The holder of our long clock is __ (agreed on ____)

« This money exists to __ for _, and we will not ___ to get it.

2 - 'The 10ng—c10ck lines

ASSET WHAT YEARS TO REBUILD IF RUN DOWN (OR UNKNOWN, OR THIS YEAR: RENEWED / HELD /
RENEWS IT DOES NOT REGENERATE) DRAWN DOWN

Healch (each adulr)
A qualiﬁcation or skill
Each child's schooling

A parent's care or

independence
'The home

A rc]ationship

3 - The short clocks

WHAT ARRIVES HOW OFTEN WHO SETS IT THE LONG-CLOCK LINE IT WOULD CUT FIRST

« Is that the line we would choose to cut? yes / no - if no, the line we would protect instead:

4 - The patient party

« Who: __ - what we asked for: _ - until when: - what we offered back: ___
5 - The year's draw-downs

« Month __: _ rose while fell - chosen? yes / no - limit set: ___
6 - The December reading

« Assets in better health than January:

« Assets in worse healch: ______

« What surprised us:

« The one change for next year:
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The date on the Calendar

In the composite, the last thing Amara and Daniel do in December is take next year's calendar and write
one date on it that is not a bill: the week of Amara's final placement, in June. It is the first long-clock date
the calendar has ever carried. It sits between the rent and the school trip, and nobody in the house will

need to be reminded of it.
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CHAPTER THIRTEEN

Who Holds the Long Clock

Not a fund, a role

Patient capital is usually described as a kind of money: a foundation's endowment, a family's holding, a
p B Y ) N g
pension fund's allocation to things that take decades. The twelve chapters before this one have treated it

more precisely, and the precision changes what a reader can do with it.

A company's time horizon is set by its purpose and its owners, as chapter 2 argued, and a purpose that is
not written where it binds is a mood. The serious objections to purpose, chapter 3 showed, are each
answered by a structure. Short-termism, in chapter 4's reading, is a mismatch between the clock a decision
is judged on and the clock its assets renew on. The evidence in chapter 5, NArrow but consistent, suggests
that lengthening the clock through pay or ownership is associated with more long-cycle investment and
greater durability. Chapters 6 and 7 showed foundations, trusts and founders doing it at scale, and chapter
8 showed listed companies doing part of it in their own reporting. Chapters 9 to 12 turned all of that into a

fieid rnanuai a set Ofmeasures a set O{: conversations and a hOUSﬁhOld'S year.
) ) }

Put together, these say that patient capital is not a sum of money. It is a role in a system: the party with a
iong clock, the standing to act on it, and enough distance from daily management to judge it fairly. A
foundation can play the role. So can a family, an employee trust, a long-term lender, a mission-locked
sharcholder, a board that has written its purpose where it binds, or one person at a kitchen table who has
agreed to speak for the years. The question for any reader is not whether patient money is available. It is

who, in this company or this house, holds the 10ng clock, and whether they know it.

Ammanuel Santa Anna's governance manuscript states the institutional version plainly: "Regenerative gov-
ernance requires institutions that extend time horizons beyond the cycles imposed by liquid capital mar-
kets."s This closing chapter reads the whole book through the house's living-systems lens, joins it to the
neighbouring books in the series, states what the book does not show, and ends where the long clock is

kept.
The living-systems reading of the whole

reads economies as living systems, and the reading has a particular shape when it is turned on time.
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A living system is not a machine running at a speed. It is a set of processes running at many speeds at once,
cach one dependent on the others. A forest has the year of its leaves, the decades of its trees and the cen-
turies of its soil. A body has the breath, the day, the season of a recovery and the decades of a skeleton.
Health, in such a system, is not the speed of any one process. It is the fit between them: each fast process

drawing on the slow ones at a rate the slow ones can renew.

A company is a system of the same kind. Its cash turns over in weeks, its customers in years, its people's
skill in a decade, its reputation and its place in a town over generations. The machine reading of a com-
pany, which Santa Anna's manuscript on the machine metaphor sets out to replace, sees only the fastest of
these processes, because that is the one the accounts report. The 1iving—systems reading sees the fit. It asks

whether the fast processes are drawing on the slow ones faster than they renew.

Every structure in this book is a way of restoring that fit. A purpose clause tells the fast process which slow
ones it may not consume. A foundation or trust puts a slow clock in the owner's chair. A longer pay period
gives managers a clock nearer the asset's. Restored feedback, a phrase chapter 4 took from Santa Anna's
book, lets signals from the slow processes reach the people who decide on the fast ones. The two-clock re-
gister puts the slow clock on the same page as the fast one. None of these is a moral demand. Each is the

ordinary maintenance of a system that has more than one speed.

Santa Anna's teaching on living financial institutions refuses the idea that this maintenance is a sacrifice.
"Patient capital isn't about sacrificing financial returns,” he writes; "it's about recognizing that true
prosperity encompasses social and environmental well-being.” Read in the language of this book, the sen-
tence says that an owner who bears the asset's time is not being generous to the asset. She is being accurate

about it.

A word about the word

Patient is a curious word to have attached itself to capital. Its root is the Latin patior, to suffer or to bear,
and the older sense survives in the hospital: the patient is the one who undergoes something. Patient capit-
al, read that way, is capital that agrees to bear the slow time of the thing it has invested in, rather than re-

quiring the thing to bend to the time of the capital.

This matters because it changes how a leader asks for patience. A request framed as a sacrifice invites a ne-
gotiation about how much. A request framed as accuracy invites a different question: how long does this
asset actually take to renew, and does everyone with a claim on it know? A forest does not grow faster be-
cause its owner is in a hurry, and a team does not learn faster because its budget is reviewed monthly. The
owner who waits is simply the owner whose expectations match the thing she owns. The Two Clocks Re-
gister is, in the end, a way of putting that question on paper, so that patience can be agreed as a matter of

fact rather than pleaded as a matter of virtue.
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Three joins

The Ecstatic Economics series is a set of books meant to be read against one another. Three of them meet

this one at particular points.

Employee ownership. The house's book on ownership and profit sharing, Owning the Work, follows the re-
search of Douglas Kruse, Joseph Blasi and Richard Freeman on what happens when workers hold a stake in
the firm. Its relevance here is direct. An employee owner is a patient party by situation: she cannot casily
sell her job, her skill is often specific to the firm, and her horizon runs as long as her working life. Santa
Anna's book describes the change in what such a person watches for: "The worker-owner's neuroception is
scanning for threats to the organization — and mobilizing creative energy to address them."# In the lan-
guage of this book, employee ownership puts a long clock inside the building, held by the people closest to
the long-clock assets themselves. The John Lewis Partnership in chapter 7 is the oldest large example in

Britain.

Gainsharing. The history of gainsharing, from Joseph Scanlon's plans in the 1930s through the Rucker and
Improshare plans that followed, is told in The Gain Was Always Shared. Its join with this book is the period
over which gain is counted. A plan that shares with a workforce the improvement it produces, measured
over a longer period, rewards the long-clock work this book has been about: the training, the process im-
provement, the customer trust that does not show in a quarter. The house's book tells that history and its
evidence; how such sharing might be designed for a particular organisation is a matter for a conversation,

not a chaprer.

Exit and voice. Albert Hirschman's Exit, Voice, and Loyalty (1970) distinguished two responses to decline in
a firm or a state: leaVing, and speaking up.ﬁ The house reads Hirschman beside Karl Poianyi in The Embed-
ded Market. The join here is that patient capital is capital that chooses voice. An owner who cannot or will
not sell has one way to influence the company, which is to speak and to be heard. That is Why Henry Hans-
mann and Steen Thomsen's finding on managerial distance matters:? the voice has to come from a party
distinct enough from management to say something management does not want to hear. Liquidity is the

freedom to exit. Patience is the discipline to stay and talk.

Santa Anna's book names the pattern beneath all three. Looking across the alternatives it surveys, from co-
operatives to steward-owned firms, it finds a shared feature it calls distributed agency, and insists on what
kind of feature it is: "This distribution is not ideological ("power to the people” as slogan) but structural
(specific governance mechanisms that ensure broad participation in economic decision-making)."# Em-
ployee ownership, gainsharing and voice are three such mechanisms. Each gives a long clock to someone

who did not have one.
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Th€ upgraded map

Chapter 4 introduced the Luminous 100's upgrade of the stakeholder map, which begins by asking who the
living beings and systems affected by a decision are. The upgrade goes on to rename the classical map's
strategies. Where the conventional grid assigns each stakeholder a treatment by power and interest, the
house's version proposes replacing "manage closely” with "deepen relationship” and "monitor" with "extend

awareness and care."82

For this book the renaming has a concrete use. Most of the parties who hold long clocks in a company sit,
on the conventional grid, in the low-power corner: the apprentices, the long customers, the town, the next
generation of the founding family. They are monitored. The upgraded map asks what relationship each
needs in order to be healthy, and in practice that means asking whether any of them could be given a role
in the long clock: a seat, a share, a voice, a right to be consulted before a long-clock asset is drawn down.
The Alpha Papers set out the stakeholder map as an instrument at; the house's upgrade is a question to

bring to it.

The holder, in five settings

The role is easier to recognise once it has been seen in several places. Five settings, drawn from the cases

and composites in earlier chapters, show the same role in different clothes.

The foundation. In Stuttgart, Jena and Copenhagen, chapter 6 found an owner with a charter, a board, a
reason to need the company's dividends for a very long time, and no way to sell for private gain. The holder
is an institution, and its strength is that it outlives every person in it. Its risk is complacency, and its pro-
tection is the distance Hansmann and Thomsen described, between the people who hold the purpose and

the people who run the company.

The trust created by a founder. Patagonia's family and Spedan Lewis, in chapter 7, each handed control to a
trust in their own lifetimes. The holder here is a deed and the people appointed under it. Its strength is
that it was designed by someone who knew the company intimately. Its risk is that the founder's purpose
was written for a world that changes, and its protection is a procedure for revising the deed that does not

depend on management alone.

The listed company that sets its own clock. In chapter 8, a company that stopped giving quarterly guidance
did not change its owners. It changed the clock it invited them to judge it by. The holder, in that case, is
the board itself; acting on a written purpose. Its strength is that it needs no new structure. Its risk is that it
can be reversed by the next board, and its protection is to write the reason down where the next board will

read it.

The famﬂy ﬁrm. The Composite manufacturer Of chapters 5 le’ld 10 put a 1ong ClOCk in a trust deed and a

five-year bonus period. The holder was a family that decided not to sell a drawn-down company. Its
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strength is closeness to the assets: the family knew the machinists by name. Its risk is that a family's clock is

only as long as its agreement, and its protection was the deed that outlasted the meeting,

The houschold. In chapter 12, the holder was one person at a kicchen table who agreed, aloud, to speak for
the years. Her strength was that she remembered what the money was for. Her risk was the oldest one in
the book, that a frightening month shortens every clock in the room, and her protection was a page, a pa-

tient party asked in a calm week, and a partner who had agreed to listen.

The five differ in size by many orders ofmagnitude. The role is the same in each: a party with a long clock,
the standing to act on it, and enough distance to judge. A reader who can name the holder in her own set-

ting, and say which of the five it most resembles, ah‘eady knows where its strength and its risk lie.

What the book has made visible

A book that offers a lens should be able to say what the lens shows. Read back across its chapters, this one

has tried to make five things visible that the usual accounts of a company keep in shadow.

The first is the second clock itself: the regeneration time of the assets a company depends on, written be-
side the period over which the people who draw on them are judged. Once the two are on one page, a great

deal of ordinary corporate behaviour stops looking like vice and starts looking like arichmetic.

The second is the draw-down inside a good result. A margin that rose while training fell, an earnings ﬁgure
that rose while research was deferred. Chapters 4, 5 and 10 return to it because it is the single most com-

mon way a long-clock asset is lost without anyone deciding to lose it.

The third is the separation of the three rights of ownership, the right to the money, the right to decide and
the right to sell, which chapter 6 found, in different degrees, in cach of the three foundations it read and

which smaller firms can borrow one right at a time.

The fourth is the body's part. Santa Anna's book insists that a frightened person thinks on a shorter clock,
and the field manual turns chat into a scheduling rule: take 1ong—clock decisions in calm weeks.
The fifth is the role this chapter is named for. Patient capital is not a fund to be raised. It is a seat to be

filled, and the first act of a leader is to look at the seat and see whether anyone is in it.

What the book does not claim

Thirteen chapters make an argument, and an argument this long owes a statement of its limits.

It does not claim that every long-horizon company does well. Patience can preserve a business that should
have changed, and some of the most patient owners in economic history kept factories open long after
their products had stopped serving anyone. A long clock tells an owner to wait for the slow assets to re-

new. It does not tell her which assets are worth renewing. That judgement is still hers.
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It does not claim that markets are the enemy. Much of the evidence in chapters 3, 5 and 8 is the work of
financial economists using market prices, and some of its sharpest findings, Brian Bushee's on the differ-
ence between kinds of institutional investor and Alex Edmans's on the slow pricing of employee satisfac-
tion, show markets doing something more interesting than punishing the 1ong term. They show particuiar
owners, on particular clocks, behaving in particular ways. Santa Anna's own book is careful in the same
direction: it describes the sharcholder-primacy model as having produced genuine value before reaching its

limits, and its alcernative is a matured business, not an abolished one.

It does not claim that the structures it describes are simple or cheap. A foundation, a trust or an employee
ownership pian takes lawyers, time and a founder's Wiliingness to give up something real. Patagonia's family
gave up the right to sell the company. Bosch's founder gave up the right of his heirs to control it by capital
alone. These are not techniques. They are decisions about what a person wants to leave, and they should
not be taken without legal and tax advice. Nothing in this book is that advice, and nothing in it is invest-

ment advice.

It does not claim more than its evidence allows. The best studies are narrow: large American companies,
Danish foundations, one list of employers. The cases were chosen because they survived. The composites
were built to show arithmetic, not to report results. The measures in chapter 10 are recommendations, and

the field manual in chapter 9 is a sequence the house proposes, not a finding.

And it does not claim that the living-systems reading is the only one. The two-clock view is a lens, offered
because it makes some things visible that the usual accounts leave in shadow: the draw-down inside a good
result, the body's part in shortening a horizon, the long-clock parties left in the corner of the map. A read-
er who finds the lens useful should test it against her own company or household with the Prediction Re-

gister, and keep it only where it shows her something true.

Within those limits the argument is modest and practical. Somebody has to hold the long clock. The work

of a leader is to know who it is.

Monday, for a leader

Chapter 9 sets out the full twelve weeks. For a leader who wants only the first week, five steps, each of

which a person who runs something can do without new money or a change of owner.

Find the holder. Name the party that holds the long clock: the person or body with the longest horizon,
the standing to act and some distance from daily management. If you cannot name one, write that down; it

is the firsc ﬁnding.

Werite the purpose where it binds. Use the Purpose Sentence from chapter 2, then put it into one document

that governs behaviour: the articles, a shareholders' agreement, a board charter, a bonus plan.
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Keep the register. Fill in the Two Clocks Register from chapter 4 at the next quarterly review, and read the

draw-down pairs aloud.

Lengthen one clock. Choose the single shortest clock that governs a long-clock asset and lengthen it. One

clock, not five.

Give one long-clock party a voice. Choose one party on a long clock who has no say in the decisions that

draw on them, and give them one. Measure nothing yet. Listen.

The common mistake at each step is the same: to treat it as a stacement rather than a structure. Santa
Anna's book gives a short test for whether an enterprise has avoided it. The effective ones, he writes, are
"clear about their values and flexible about their strategies."” The register is flexible. The purpose clause is

not. Chapter 12 gives the houschold's Monday in full.

The finer points
Four distinctions keep the role honest.

Patience is not passivity. The Danish evidence on foundations, and Hansmann and Thomsen's work on ma-
nagerial distance, read together, suggest the same lesson: the best long-term owners are present, informed

and demanding. A long clock held by someone who never asks a question is an absence.

Distance is not detachment. The holder of the long clock needs distance from daily management to judge
it, and closeness to the long-clock assets to see them. The foundation board that never visits the plant has

distance without sight.

One clock at a time. A system can absorb one lengthened clock in a quarter. Changing five at once is a re-

organisation, and reorganisations shorten everyone's clock while they last.

Measure what renews. Every change in this book should be judged, in the end, by whether a long-clock as-
set is being renewed rather than drawn down. Not by revenue, which moves for many reasons, and not by

sentiment. By the trend in the register, read against a prediction written before.

Where to work it

The chapters of this book are a single argument and can be read in order; the workbook that follows gath-
ers every tool in one place, with a ninety-day plan. Ecstatic Economics is kept at , and its chapters on the so-
matic dimension of economics and on financial architecture are the source of this book's living-systems
reading. The house's other books in the series, among them The Pasture Was Never Empry and The Second

Brief, take the same lens to neighbouring questions, and all of them are gathered at hautelumiere life.
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Leaders who would like to work through the sequence in this book for their own organisation, including
whether a structure for sharing long-term gains would suit it, can begin a conversation with Ammanuel

Santa Anna at hautelumiere.life.

The Tool: The Monday Card

One card, kept in a wallet or pinned above a desk. Fill it in on Monday. Read it on Friday.
For a leader

« The holder of our long clock is (or: nobody yet)

« Our purpose, in one sentence:

« The document I put it in this week:

« The longest-lived asset we depend on: __ - years to rebuild:
« The shortest clock that can draw on it: __ months - set by: ____
« The one clock I lengthened this week, and how: ______
« The one long-clock party I gave a voice to, and where:

« What I heard:

For a household

« The holder of our long clock is

« This money exists to __ for _, and we will not ___ to get it.
« Our long-clock lines, and years to rebuild each: ______
« Our shortest clock: __ - the line it would cut firse: ____ - is that the line we would choose: yes / no

« Our patient party:

On Friday

« What changed in a document, not only in a conversation:

« What I will do next week, one thing:

The long ClOCk

Picture a church clock in an old town, wound each morning by one family, generation after generation, for
a small sum from the parish. Nobody in the town thinks of the winder as an investor. But every morning
the town sets its hours by a clock somebody has agreed to keep, through good years and bad ones, long
after the person who first took the job is gone. The work is small and dull, and it is the reason the town

knows what time it is.

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life 114


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

WHO HOLDS THE LONG CLOCK

Every company and every household has a clock like that, and someone either winds it or does not.
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The Workbook

How to use this workbook

Every chapter of this book ends with a tool. This appendix gathers the thirteen in one place and lays two
ninety-day plans over them: one for a leader, built on the twelve weeks of chapter 9, and one for a house-
hold, built on the year of chapter 12. The tools are reproduced as they stand in their chapters, to be printed

and worked from. The chapter holds the reasoning. The page here holds the practice.
Four rules from the body of the book govern every page that follows.

Long-clock decisions are taken in calm weeks. Chapter 9 writes this rule at the top of the charter, and
chapter 4 gives the reason for it. Ammanuel Santa Anna's Ecstatic Economics describes what financial threat
does to a person's sense of time, and closes the paragraph on the sentence that makes the rule necessary:
"the nervous system is literally designed to sacrifice the future for immediate survival."™ Nobody controls
when a hard week arrives; anyone can control when a decision falls. Wherever a plan below names a de-
cision, it is a decision for a calm week. If the week turns hard, the working sessions may continue, the de-

cision moves, and the days of the plan move with it.

One clock at a time. Chapter 13 states it in a line: a system can absorb one lengthened clock in a quarter,
and changing five at once is a reorganisation, which shortens everyone's clock while it lasts. Each plan ends

in one structural change.

The prediction is written first. Chapter 10's register is opened before a change takes effect and read, at the
end, where it is possible, by someone who did not write it. A result explained after the fact teaches noth-
ing.

A week ends in a structure. Chapter 9 asks that every week end in a line in a document, a name against a

duty or a date ina Calendar, however §1’1’1£111 A Week that €l’ldS Ol’lly ina gOOd conversation 1’135 not ﬁnished‘

Two habits run through every tool: keep the pages where the monthly numbers are kept (chapters 1 and 2),

and write unknown when you do not know (chapter 12).

Nothing in this workbook is investment, legal or tax advice, and the house gives none. The tools change

how decisions are taken, not what is bought, sold, borrowed or held. Any change to a company's constitu-
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tion, ownership or pay plans, or to a houschold's will or borrowing, belongs with advisers who know the

whole position.

Tl’lﬁ order Of the tOOlS

The order follows chapter 9's sequence, in which each page draws on the one before. Two tools stand out-

side it. The Household Horizon Page is the household's version of the whole set, and the Monday Card is

its shortest form, for a leader who wants only the first week. The times are the chapters' own; a dash means

the chapter giVCS none. The pages after the plans are numbered by chapter; the ﬁrst column gives the order

of use.

ORDER

6

I0

IT

TOOL

The Twelve-Week

Charter

The Horizon
Snapshot

The Purpose

Sentence

The Purpose Stress

Test

The Two Clocks
Register

The Owner's

Horizon Review

The Steward

Structure Sketch

The Hand-Over
Ledger

The Conversation
Card

The Investor Clock

Letter

The Prediction

Register

CHAPTER

10

WHO

the fOLll‘ 1'0165; the sponsor marks the hard

W€€1{S and sets the gates

a company, a team or a household; in the
field manual, each of the four separately, then

together

the belI 1‘0165; ora household

the sceptic runs it; the finance lead completes

the table ofcapita] and its clocks

the finance lead, with the line managers who

kl’lOW CaCh asset

the ﬁnance lead and the lOl’lg—ClOCl( holder; or

a hOLlSChOld, fOI‘ its ]argest asset

t]"lC ﬁnzmcc ]Ccld and thC long—c]ock hO]ClCl'

a founder, a famlly or a board, Wl’lel’l a change

of control is in view

the leader, one card per conversation, the

first for herself

the company, to its owners and lffl"ldCI'S;

reviewed by its lawyers and finance lead

the four roles, with one prediction from the
sceptic; read, where possible, by someone

who did not write it
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ORDER TOOL CHAPTER WHO TIME
12 The Household 12 a houschold, kept by the holder of its long — (filled in in January, read in
Horizon Page clock December)
13 The Monday Card 13 a leader, or a houschold — (filled in on Monday, read on
F riday)

The ninety days, for a leader

The twelve weeks of chapter 9 are the backbone. Ninety days is twelve weeks and six days; the six go to
what chapter 1 asked of every reader, a second Horizon Snapshot. Each stretch ends with the decision

chapter 9 sets for it; where it sets no gate, the plan names what the stretch settles instead.

Before day 1 - The top of the charter. The four roles are named: the sponsor, the long-clock holder, the fin-
ance lead and the sceptic. Part 1 of the Twelve-Week Charter is filled in, including each person's own
longest clock. If nobody fits the long-clock holder's line, write empty; chapter 9 calls that the first finding
of the sequence, and the twelve weeks become, in pare, a search for someone to fill it. The sponsor writes
the quarter's hard weeks into part 2 and sets the gate dates for weeks 2, 4, 6, 8 and 12 clear of them. The
leader first fills in a Conversation Card for herself, chapter 11's seventh room. A leader who cannot yet give
the work twelve weeks can bcgin instead with the Monday Card from chaptcr 13, which is the first week in

five steps.

Days 1 to 14 - Weeks 1 and 2, the snapshot. In week 1 the four meet and the sponsor states the sequence, its
end date and the calendar rule. Each of the four fills in the Horizon Snapshot alone, without discussion,
and then the four compare. The differences are the first finding. In week 2 they agree one snapshot, writing
both answers where they cannot. The finance lead adds the shortest clock and who sets it; the sceptic, the

strongest reason to StOp now. Keep the four separate snapshots; they are needed again on dﬂy 85

Decision at the end of day 14: whether to continue. If the snapshot shows no long-clock asset of consequence,
or a crisis that will dominate the quarter, the right answer may be to stop and return later. The decision

and its reason are written on the snapshot and dated.

Days 15 to 28 - Weceks 3 and 4, the purpose. In week 3 the group drafts the Purpose Sentence. Three drafts
are normal. The test is chapter 2's: name one profitable thing the sentence would make the company refuse.
In week 4 the sceptic runs the Purpose Stress Test against the best draft, taking the four objections in or-
der, and each weakness it finds becomes a line in the charter's list of structural changes. The finance lead

completes the table of capital sources and their clocks, debt included.

Decision at the end of day 28: the one document in which the purpose sentence will first be written: a board

charter, a shareholders' agreement, the terms of the largest bonus plan, or the articles. Choose the one that
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can actually be changed before week 12, and record the plan for the stronger one. A sentence that will not

settle goes forward marked provisional.

Days 29 to 42 - Weeks 5 and 6, the register. In week 5 the finance lead, with the line managers who know
cach asset, fills in the Two Clocks Register. For regeneration time, ask the person who would have to re-
build the asset, and write down what they say. In week 6 the four read the draw-down pairs aloud. The
sceptic tests each: a draw-down, or a genuine efficiency? If the meeting was held in a frightened week, part

5 of the register asks for the date on which it will be read again in a calmer one.

Decision at the end of day 42: the one mismatch to close first, circled on the register. One, not five. If the
pairs reveal more than the group is ready to act on, chapter 9's answer is to narrow the change, never to

soften the register.

Days 43 to 49 - Week 7, the owners. The finance lead and the long-clock holder complete the Owner's Hori-
zon Review, including the cut arithmetic, so that the company knows the size of the incentive it is resist-
ing. The same pair fills in the Steward Structure Sketch, which shows where the right to the money, the
right to decide and the right to sell control now sit. If a change of ownership is in view, the Hand-Over

Ledger joins them.

No gate. Chapter 9 makes week 7 a week for reading. What it sectles is a fact rather than a choice: who

holds the money, the votes and the sale, and on what clocks.

Days 50 to 56 - Week 8, the midpoint gate. It is the longest meeting, and belongs in the calmest week of the
quarter. The sceptic presents the case against at the start, not the end. The four review every page so far
and agree three things: the one structural change, chosen from the circled mismatch and the stress test's
weaknesses; the long-clock holder from week 12, named if the role was empty, or, if it was filled, confirm-
ing what they will read, how often, and what they will do if the register shows a draw-down; and the list of

conversations, each assigned by the sponsor to a named person and a week.

Decision at the end of day 56: the charter's middle page, with the change, the holder and the conversations

written on it. A dissent, if there is one, is written in beside them.

Days 57 to 70 - Weeks 9 and 10, the conversations. One Conversation Card for each conversation on the
list, prepared before and completed after. Bring the page, not only the argument: the register to the board,
the cut arithmetic to the lender, the Steward Structure Sketch to the family. The calendar rule applies with
most force here. A lender is not approached in the week of a covenant test, nor the staff in the quarter of a
pay negotiation. For a company with outside investors, week 10 is when the Investor Clock Letter is draf-
ted, reviewed by the company's lawyers and finance lead, and scheduled for the next regular reporting date.

It is not sent in week 10.

What these weeks settle: chapter 9 sets no gate here. The stretch ends with the revised change, written into

the charter beside a note of what each audience said and what changed because of it.
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Days 71 to 77 - Week 11, the predictions. Before the change is made, the four fill in the Prediction Register:
what the change should affect, by how much, by when, the mechanism in one sentence, and the result that
would show it had failed. Chapter 10 adds the baseline: where each measure stands now, and for the three
years before if the records exist. The sceptic writes one prediction of their own, the result they expect if the
change does nothing. It also carries a caution drawn from Goodhart and Strathern: read a new measure for
at least a year before anyone's pay depends on it, because a measure people are paid on stops being inform-
ation.®2 Keep the predictions modest: a register that predicts higher profit from a single structural change

promises more than any study in chapter 5 could support.

What the week settles: the register, signed and dated, with the earliest date on which anyone will draw a con-

clusion from it.

Days 78 to 84 - Week 12, the signature. The sponsor signs the amended document, effective from a stated
date. The long-clock holder receives the dossier and sets the first date on which they will read the register.

The group writes a single page for the staff, in plain words, naming a document, a date and a person.
Decision at the end of day 84: the signature itself.

Days 85 to 90 - The second snapshot. Each of the four fills in the Horizon Snapshot again, alone, without
looking at the first. Then the four lay the two sets of pages side by side. Chapter 1 called the difference
between the two pages the most honest measure the book can offer of whether it was worth reading. Read
it part by part: whether the two sentences stand closer together, whether part 4 now carries a name. Both

sets go into the dossier.

Decision at the end of day 9o: the dates of the year after, written into the long-clock holder's calendar and

into part 5 of the charter.

The year after. As chapter 9 sets it out: each quarter the holder reads the register beside the accounts and
asks which long-clock asset paid for the result, and the answer is minuted. At six months the predictions
are compared and nothing is concluded. At twelve months, in a calm week, the four record a verdict, held,
held but did nothing measurable, or failed, and if it allows, choose the next clock. Once a year the board
and the long-clock holder read the purpose sentence against one question: what profitable thing did it

make us refuse?

For a smaller firm. In a firm of a dozen people the four roles may be two people and the twelve weeks may

be six. The order holds, and the second snapshot still comes last.

The ninety days, for a houschold

Chapter 12 follows a composite household through a year. This plan takes the first quarter, gives each part
of the Houschold Horizon Page a stretch of days, and ends with the quarterly reading chapter 8 recom-

mends and a second Horizon Snapshot. The December reading stays at the end of the year. None of this re-
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quires money, and none of it is financial advice: the plan changes how a houschold decides, not what it

buys, borrows or holds.

Before day I-A calm evening. Choose one, after the children are asleep7 in a week that is not the week of

the card statement.

Days 1 to 7 - The holder. Each adult fills in the Horizon Snapshot alone, for the houschold. Then: who holds
the houschold's long clock, remembering what the money is for over years? Chapter 12's point is that hold-
ing it by default is not the same as holding it by agreement. Agree it aloud, and agree what the other

adult's part is, which in chapter 12 was to listen when the holder says a decision draws on a long-clock line.
Decision by day 7: the holder's name, and the date it was agreed, in part 1 of the Houschold Horizon Page.

Days 8 to 21 - The sentence. Write the household's purpose sentence: this money exists to do something for
someone, and we will not do a named thing to get it. Three drafts are normal. Chapter 2's tests, in smaller
words: what is this money for, whose problem does it solve, and what will we not do to get it. The draft

worth keeping would make the houschold refuse something,
Decision by day 21: the sentence, pinned beside the calendar where the bills are, not filed in a drawer.

Days 22 to 35 - The long-clock lines. Fill in part 2: the health of each adult, a qualification or skill, each
child's schooling, a parent's care or independence, the home, a relationship. Against each, write how long it
would take to rebuild if it were run down, or unknown, or does not regenerate. Any decision that draws on an

asset that does not regenerate is a decision of a different kind.
Decision by day 35: every line written, each with an honest entry in the years column.

Days 36 to 49 - The short clocks. Fill in part 3: the rent, the card statement, the overdraft, the rota. For
each, write the long—clock line it would cut first if it ran short, and ask whether that is the line the house-

hold would choose to cut.

Decision by day 49: the long-clock line the household will protect first in a bad month, written down now,

so that the bad month does not decide for it.

Days 50 to 63 - The patient party. Find one party on a long clock with the standing to help: a relative, a
credit union, an employer with a flexible scheme, a neighbour, a small buffer kept for exactly this purpose.
Ask in a calm week, specifically, for something specific, for a named period, and offer something back. A

Conversation Card, prepared before and completed after, suits the request.
Decision by day 63: part 4 filled in: who, what was asked for, until when, and what was offered back.

Days 64 to 84 - Living with the page. Most of the work of these weeks is a question. When a decision ar-
rives that would improve the month at the cost of a long-clock line, a run of extra shifts or a course paused

because it looks like money waiting to be used, the holder asks chapter 4's question aloud: which long-clock
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asset pays for this result, and how long will it take to refill? When a hard month leaves no choice, choose
which line, set a limit, write the date after which it will not be repeated, and record it in part 5. Chapter 10
suggests one prediction a year for a houschold, for example that a protected monthly sum for a course will
produce the qualification by a named date; these weeks are a good time to write it. Notice, as chapter 12

asks, whose old fear is speaking when the short clock wins without discussion.
What the weeks settle: each draw-down recorded as chosen or not, with its limit.

Days 85 to 90 - The first quarter, read. In a calm week, read the quarter with the page in front of you, and
ask the question chapter 8 gives a houschold once a quarter: which long-clock line paid for this quarter's
result, and how long will it take to refill? Then each adule fills in the Horizon Snapshot again, alone, and

the two pages are laid beside the first ones.

Decision by day 9o: the one change for the next quarter, and the date of the December reading written on

the calendar, between the bills.

Before the pages

The pages that follow are short on purpose. After ninety days, if the plan has held, a company has changed
one line in one document and handed a folder to one person; a houschold has a sentence beside its calen-
dar and a date that is not a bill. Neither looks like much on the day. Each is somewhere it binds, held by
someone who has agreed to read it again. Where the holder of the long clock is the workforce itself, the

house's book on employee ownership, Owning the Work, takes up the case.

1 - The Horizon Snapshot (chapter 1)
One page. Fifteen minutes. For a company, a team, or a houschold.
1 - The two sentences

« The sentence we show (purpose, mission, what the money is for):

« The sentence we run on (what we are actually judged on, and by whom):

« The last time the two disagreed, and which one won:

2 - The longest-lived thing we depend on

« Name it (a skill, a relationship, a reputation, a pipeline, land, health, a child's schooling):

- How 10ng it would take to rebuild if it were run down: years
3 - The shortest clock that can draw on it

« Who decides about it:
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« Over what period they are judged: months

« Who sets that period:
4 - Who holds the long clock

« The person or body with the longest horizon, the standing to act and some distance from daily

(or: nobody yet)

managcmcnt:

5 - One line

« If the clock in part 3 is shorter than the time in part 2, write the one thing that would lengthen it:

Dated __ - to be repeated after chapter 13 on __

2 - The Purpose Sentence (chaprer 2)
Write it on one page. Keep it where the monthly numbers are kept, not where the values are framed.
1 - The sentence, in Mayer's form

We exist to produce profitable solutions to __ (the problem) for _ (the people or places), and we will not profic

from ___ (the harm we refuse to cause).

For a houschold: This money exists to __ for _, and we will not ___ to get it.

2 - 'The three tests

» One profitable thing this sentence would make us refuse:

« The specific people or place named:

« The harm named in the last clause, in words a customer or child would understand:

3 - The structure check

QUESTION ANSWER WHO COULD CHANGE IT WITHOUT OUR
CONSENT

Is the sentence written into the articles, the partnership deed, or the yes / no

will?

WhO COU,ld SGH the company or the asset tomorrow?

What does the largest pay or bonus plan reward, and over how many

months?
What does the largest lender or creditor require, and how often?

Which commitment would we keep through a bad year?
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4 - The horizon line

« The longest-lived asset this purpose depends on (a skill, a customer relationship, land, a reputation, a

child's schooling): ______
« How 10ng it takes to rebuild if'ic is run down: ______ years
« The shortest period over which anyone is judged on resules: ______ months

o If the second ﬁgure is shorter than the ﬁrst, write the one change that would lengthen it:

5 - The date

« Written on __ - read again on _ (one quarter later) - changed? yes / no - why: ___

3 - The Purpose Stress Test (chapter 3)
Run this on a company, a fund, a family's money, or your own. One page. An hour.
1 - The purpose, in one sentence
2 - Objection one: can it rank a decision?

« A profitable opportunity this purpose would refuse: ______
« The trade-off rule when purpose and this year's profit disagree: ______

« The measure of the purpose itself; reported how often:

3 - Objection two: does it bind?
WHERE THE PURPOSE APPEARS YES / NO
The articles, partnership deed, trust deed or will
The duties of the directors or trustees
The largest pay or bonus plan

A right held by someone outside management

« If management ignored it tomorrow, who could stop them, and how: ______
4 - Objection three: is patience present?

« Who holds the purpose, and are they separate from those who run the company:

« The review date or sunset on any shield from short-term pressure:

« The last time the long-term owner asked a hard question, and what it was:

5 - Objection four: who are the owners, and on what clock?
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SOURCE OF CAPITAL (EQUITY, LOAN, CARD, AMOUNT EXPECTED PERIOD BEFORE WHAT THEY CAN DO IF THE
INVESTOR, FAMILY) REPAYMENT OR RETURN PERIOD RUNS SHORT
« The shortest clock in this table: months

6 - The verdict

Strong on: __ - weakest on: _ - the one structural change to make this quarter: _

4 - The Two Clocks Register (chapter 4)

Keep it as a single table, reviewed each quarter beside the accounts. Chapter 10 shows how to turn its trend

column into measures; this workbook reprints it from Chapter 4.
1 - The assets on long clocks

ASSET THE PURPOSE DEPENDS ON WHAT REGENERATION TIME IF LAST YEAR'S SPEND TREND: RENEWED /
RENEWS IT RUN DOWN (YEARS) ON RENEWING IT HELD / DRAWN DOWN

A team's tacit skill

Long customers' trust

Research or product pipeline
Reputation in the town or trade
Land, water, materials

For a houschold: health, a
qualiﬁcation, a child's schooling, a

home

2 - The decision clocks

WHO DECIDES JUDGED OVER (MONTHS) WHO SETS THAT CLOCK COULD IT BE LENGTHENED, AND BY WHOM

3 - The mismatches

For each asset in part 1 whose regeneration time is longer than the clock of anyone in part 2 who can draw

on it, write one line:

« Asset __ renews over _ years; can draw on it and is judged over ___ months.
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4 - The draw-down pairs
List any result that improved last year while an asset in part 1 was drawn down:

« Result __ rose while fell.

5 - The room
« Was this register reviewed in a meeting where people were afraid for their jobs or their year? yes / no

« If yes, the date it will be read again in a calmer week:

6 - The patient party

« The one party with a long clock and the standing to act: (or: none)

« When did they last act on it, and how:

7 The single chzmge

« The one mismatch to close this quarter, and how (an owner, a tenor, a pay period, a purpose clause, a

line in the minutes):

5 - The Owner's Horizon Review (chapter 5)

Fill ¢his in for a company you own, run or advise, or for a houschold's largest asset. Figures in your own

currency, written out.
1 - The two lines on long clocks

LINE ANNUAL SPEND REGENERATION TIME (YEARS) WHAT IS LOST IF STOPPED, AND WHEN IT SHOWS

2 - 'The cut arichmetic

« Current operating profit (or houschold surplus):

« Profit if both lines are stopped:

« Any multiple applied by a buyer, lender or valuer:

« Value at current profit: __ - value after the cut: _ - difference: _

« Who receives the difference: __ - who pays it, and in which year: ____

3 - The structure

QUESTION TODAY ONE CHANGE THAT WOULD LENGTHEN THE
CLOCK

Is the purpose written where it binds?
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QUESTION TODAY ONE CHANGE THAT WOULD LENGTHEN THE
CLOCK

Who controls the company, and could they sell it for personal gain?
Who receives the profits, and do they control it?

Over what period are managers paid for results, and on what

measure?

Is there a rule protecting the long-clock lines?

4 - The evidence you are rclying on

« The study or case closest to your situation:

« What it shows:

5 - The decision

« Keep both lines / cut one / cut both: __ - reason in one sentence: _

+ Date to read this page again:

6 - The Steward Structure Sketch (Chapter 6)

One page, fOI' a company yOLl own, run or advise. It dOGS not recommend a 1€g31 form. It ShOWS Where the

three rights now sit.
1 - The three rights today

RIGHT WHO HOLDS THEIR CLOCK (MONTHS  COULD THEY USE IT TO DRAW DOWN A
IT NOW OR YEARS) LONG-CLOCK ASSET THIS YEAR?

The right to the money (dividends,

distributions, sale proceeds)

The right to decide (votes, board

appointments, VGEOGS)

ThC Tight to SG“ COHU‘O]

2 - 'The bundle

« Are any two of these rights held by the same party? Which:
« The shortest clock in the table: __ - held by: ____
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3 - The statute

« Is there a written document that says what the company is for and binds those who hold the rights?

Yes / no - Where:

« Who can change it, and by what procedure:

4 - The borrowing
Choose one, write the step, and date it.
BORROWING THE STEP DATE
Separate the money from the decision for one long—c]ock line
Write a short statute into an existing document
Put a speed limit on the sale of control

Make the long-clock holder present (visits, reading, questions)

5 - The honest note
« What this sketch cannot tell us (law, tax, family wishes, the sector's future):

« The adviser we will consult before any legal change: ______

7 - The Hand-Over Ledger (chapter 7)
For a founder, a family or a board considering what happens to control. One page; revisit it each year.
1 - The purpose after us

« What this company is for, written for its next owners:

O The 101’1g—C10Ck asset it must never seH to pay fOI' a hand—over:

2 - The three rights, now and after
RIGHT HELD NOW BY  TO BE HELD AFTER THE HAND-OVER BY DATE IT MOVES
The money (dividends, distributions, proceeds)
The decision (Votes7 board appointments)

The sale of control

3 - The stages

« First settlement (what moves, when):

« Second settlement (what moves, when):
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« What must be true before the second stage:
4 - The founder's seat
« The role the founder or family keeps:

« For how long, and what ends it:

5 - The owner who will be present

+ Who will read the accounts, visit, and ask hard questions after us:

« How they are kept at a distance from daily managemene: ______

6 - The honest note

+ What we do not yet know (tax, law, family wishes, the market):

« The advisers we will consult, and by when:

8 . The Investor Clock Letter (Chapter 8)

A one-page letter a company writes to its owners and lenders, once a year, in place of or beside a short-

term forecast. A private firm writes it to its family owners and bank; a houschold can write it to itself.
1 - The clocks we are declining

« The short-term forecast or target we will no longer publish or be judged on:

« Why we are declining it, in one honest sentence:

« What we expect it to cost in the short run:

2 - 'The clocks we will be measured on

LONG-CLOCK ASSET MEASURE REPORTED HOW OFTEN REGENERATION TIME (YEARS) LAST YEAR THIS YEAR

3 - Our owners and their clocks

OWNER OR APPROXIMATE SHARE OR EXPECTED HOLDING WHAT THEY CAN DO IF THE PERIOD RUNS
LENDER AMOUNT PERIOD SHORT

4 - What we ask of them

« The pcriod over which we ask to be judgcd: years

« What we will tell them each year, and when:
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5 - What we have changed alongside

« Pay: the period and measure on which executives are now judged:

« Reporting: the measures added:

« The date we explained the change before making it:

6 - 'The honest note

« What the evidence says about changes like this, and what it cannot show about us:

+ The date we will read chis letter again:

9 - The Twelve-Week Charter (chapter 9)

One page at the front of the dossier. Fill in the top before week 1; the rest as the weeks go.
1 - The people
ROLE NAME THEIR OWN LONGEST CLOCK (YEARS)
Sponsor
Long'clock holder (Or: Cmpty)
Finance lead

Sceptic

2 - The Calendar rule

« Long-clock decisions are taken in calm weeks. The hard weeks this quarter are:

« Gate dates (weeks 2, 4, 6, 8, 12):

3 - The weeks
WEEK ARTEFACT DONE DISSENT
(DATE) RECORDED?
-2 Horizon Snapshot (chapter 1)
3 Purpose Sentence (chapter 2)
4 Purpose Stress Test (chaptcr 3) - document chosen: ______
5-6 Two Clocks Register (chapter 4) - mismatch circled: ______
7 Owner's Horizon Review (chapter s5) - Steward Structure Sketch (chapter 6) - Hand-

Over Ledger if an ownership change is in view (chapter 7)

8 Thﬁ' change 0 the holder 0 thﬁ conversations
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WEEK  ARTEFACT DONE
(DATE)

9-10 Conversations held (chapter 11) - Investor Clock Letter drafted (chapter 8)
I Prediction Register (chapter 10)

I2 Slgned document 0 dOSSiGl‘ to holder - page fOI‘ the StZlH‘

4 - The change

o The one Structural Change:

+ The documentc it is written in: __ - effective from: ____
5- The year after

« First quarterly reading of the register by the holder:

« Six-month comparison: __ - twelve-month verdict:

« The next clock to lengthen, if the verdict allows:

10 - The Prediction Register (chapter 10)

DISSENT
RECORDED?

Keep it as one document, opened before the year and read at its end. Use one page per change.

1 - The change

« What changed, as a fact about a document or decision:

« Date it took effect:

« Who made it

2 - The prediction

MEASURE BASELINE (AND THE THREE YEARS BEFORE, IF KNOWN) EXPECTED MOVEMENT

« The mechanism, in one sentence:

« The disconfirming sign:

« The carliest date we will draw any conclusion:

3 - The pairs

MEASURE READ BESIDE WHAT GAMING WOULD LOOK LIKE

4 - The annual reading
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ITEM LAST YEAR THIS YEAR NOTE

Draw-down pairs (count)

Long-clock spend share, by line

Regeneration-time estimates, by asset

Turnover where the tacit skill sits

Revenue from customers of five years or more (share)
The patient party's activity (visits, questions, reviews)

Decisions Wl’lOSG minutes name the ]Ol’lg—ClOCk asset drawn on

5 - The verdict

« What happened against the prediction:

« Consistent with the mechanism? yes / no / unclear - why:

« What surprised us:

« The one change for next year, with its prediction on a new page:

« Read by __on

11 - The Conversation Card (chapter 1)
One card per conversation. Prepare it before; complete it after.

Before

« Audience: board / lender / family / investors / staff and representatives / sceptic / other:

« The clock they listen on:
« What they are likely to fear:

« What they need to hear, in one sentence:

« The page I will bring (register, review, sketch, letter, staff page, predictions):

« What is not changing, in three items:

« The role I will offer them:

______ - calm: yes / no
The script, in my own words
After

« What they said, especially the objection:

business.hautelumiere.life/library/the-long-clock - business.hautelumiere.life


https://business.hautelumiere.life/library/the-long-clock
https://business.hautelumiere.life/

THE WORKBOOK

« What changed in the plan because of ie: ______
« What they agreed to, if anything: ______
« The next date with chis audience: ______

« Recorded in the charter: yes / no - date: ______

12 - The Household Horizon Page (chapter 12)
One page, kept beside the calendar. Fill it in in January; read it in December.
1 - The holder and the sentence

« The holder of our long clock is __ (agreed on ____)

for _, and we will not ___ to get it.

« This money exists to _

2 - The long-clock lines

ASSET WHAT YEARS TO REBUILD IF RUN DOWN (OR UNKNOWN, OR
RENEWS IT DOES NOT REGENERATE)

Health (each adulc)
A qualification or skill
Each child's schooling

A parent's care or

independence
The home

A relationship

3 - The short clocks

THIS YEAR: RENEWED / HELD /
DRAWN DOWN

WHAT ARRIVES HOW OFTEN WHO SETS IT THE LONG-CLOCK LINE IT WOULD CUT FIRST

+ Is that the line we would choose to cut? yes / no - if no, the line we would protect instead: ______

4 - The patient party
« Who: __ - what we asked for: _ - until when: - what we offered back: ___
5 - The year's draw-downs

« Month __: _ rose whilefell - chosen?yes/no - limit set: ___
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6 - The December rcading

« Assets in better health than January:

« Assets in worse healch:

« What surprised us:

« The one change for next year:

13 - The Monday Card (chapter 13)

One card, kept in a wallet or pinned above a desk. Fill it in on Monday. Read it on Friday.
For a leader

« The holder of our long clock is (or: nobody yet)

« Our purpose, in one sentence:

« The document I put it in this week:

« The longest—lived asset we depend on: __ - years to rebuild: _

S) 'Ihe ShOI‘ECSt ClOCk that can draw onit: __ months - set by e

« The one clock I lengthened this week, and how:

« The one long-clock party I gave a voice to, and where:

« What [ heard:

For a household

« The holder of our long clock is

« This money exists to __ for _, and we will not ___ to get it.

« Our long-clock lines, and years to rebuild each:

« Our shortest clock: __ - the line it would cut first: -is that the line we would choose: yes / no

« Our patient party:
On Friday

« What changed in a document, not only in a conversation:

« What I will do next week, one thing:

The time your company HGCdS

Every company keeps two sentences about itself; the one it shows and the one it runs on. In a hard quarter

the second usually wins, and it wins quietly.
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Luminous Prosperity Inc. takes this work into organisations as a gainshare. The flow is opened from the in-
side, with the people who already hold what the firm knows. The gain is counted from records the firm
already keeps, against a measure both sides sign before anyone knows the answer, and the house is paid as a

share of what is found: between thirty and ten per cent of it.

The book gives twelve weeks and a Horizon Snapshot. Which of your slow assets is being spent to meet a
fast measure, and what renewing it would return, is read from your records. That begins with a conversa-

tion.

REQUEST A CONVERSATION
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