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Context to the nugget

Tarun talks about the realities of building and measuring trust. He shares some of his thoughts on
how entrepreneurs could take his central idea of creating the conditions to create and bring it to life
when they work with multiple stakeholders. He urges the entrepreneurs to pick one stakeholder
group and build trust with them as a starting point before looking to build trust with the entire
system which can seem like a daunting task.

Transcription
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Deepak Jayaraman (DJ): Back to the point about what gets measured gets managed and especially if
you have taken risk capital and you have VCs following you and who set metrics what have you seen
about measuring trust, again not to make it too numeric but what are some of the insights around
how an entrepreneur could calibrate himself or herself on whether they are doing enough to build
trust in the ecosystem as they focus on their core business as well?

Tarun Khanna (TK): So, before | answer that with a partial and unsatisfactory to me answer let me
address just the side comment about risk capital and VCs | think one of the reasons it’s very hard to
do what | am advocating must be done is that it itself requires an ecosystem change you are
absolutely right in saying that the convention of VC and | have got a lot of VCs and private equity
guys invested in my various ventures by and large | don’t find them sufficiently thoughtful about
different realities in which these businesses are being built or to put it more what they end up doing
is finding those very narrow circumscribed segment within which the necessity to create conditions
to create is relatively less in other words some sectors require less infrastructural support they are
relatively easier to pull off so you find risk capital going into there, | don’t blame them because that’s
the ... where you make a buck but if they were to recognize that to build other kinds of ventures
including for profit ventures that additional metrics would be needed to recognize the centrality of
the trust that’s the long conversation with the venture capitalist or the private equity guy who
typically has a funds structure where he has got limited partners and their money needs to be
returned in the X years and essentially he has forced to start from the standpoint of the
entrepreneur behaving not in the best interest of the enterprise when his fund is due to be retired
there’s just no structural fix around that particular constraint, so the VCs are as much a source of the
inertia of the system as many of the other actors so that’s one comment, let me turn to the
measurement of the trust because it’s a hugely important issue the one that | have thought about
and | am thinking about a fair bit | don’t have any silver bullet answers to be perfectly honest the
one thing that | can say is that in all the vignettes and stories that | profiled in my book one thing
that’s clear is that when you are communicating this ethos of trust it almost always suffices to do it
in the initial term for one category of stake holder, in other words there appears to be some sort of
human level reassurance that people draw from let’s say the fact that your employees really trust
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you and your turn overs are extremely low. Lower by the than you would predict by the kind of
industry that you are in or the size of business that you are for example piece of the rest of the stake
holders in the system potential collaborating partners provides as a capital etc. seem to draw a lot of
human level reassurance from the idea that there is a critical bunch of people who trust this guy a
lot enough to stick with him and maybe get benefits are significantly lower so there must be
something more to the enterprise than what’s trying up in the P&L and in the balance sheet so let
me also take a leap of faith so therefore it’s not a corollary to that is that it’s not as difficult to create
this ethos of trust in the entire stake holder system if you just get started if you just get up and get
on with it so that’s the one issue, and the second corollary is that in principle one could measure
these things, so it’s a tricky exercise as an academic | don’t know how to write a rigorous paper
measuring this because | don’t know how the econometrics would work out but at a practical level
as an entrepreneur | don’t think it’s that hard once you put your mind to it and once you recognise
that the cultivation of trust should also be a central core objective of your interest of creating a
venture that impacts at scale once you do that you can start with the single stake holder whether its
providers of ideas, providers of capital, providers of talent, cultivate the trust with them and use that
as a de-facto signalling mechanism to other stake holder to this is how you can go and those things
can be measured a little bit better.

Reflections from Deepak Jayaraman

DJ: Couple of takeaways for me here. Whether | am a Venture Investor or an entrepreneur trying to
solve a problem at scale, | need to have a fair share of Organizational Health metrics apart from
outcome metrics. As | think about what health metrics to track, it is helpful to have a few metrics
that indicate the level of trust the organization is building in the ecosystem.

The second piece that | takeaway is that like most situations where you are trying to drive change
through a complex system, you start somewhere with a certain set of stakeholders and then build on
it as you move forward. Again, one may not do this in a deliberate manner in the daily rough and
tumble of business but ensuring that you have a pulse on how you are building trust as one of the
health metrics can be a useful mind-set shift to go through as a player in the start-up ecosystem.

End of nugget transcription
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RELATED PLAYLISTS YOU MIGHT LIKE
Building Trust: Becoming a Trusted Advisor is often the Holy Grail for a lot of Business Advisors. This

issue is as relevant for businesses as they think about how their consumers interact with their brand.
Leaders talk about what it takes to build trust with an individual. You can access the playlist here.

SIGN UP TO OUR COMMUNICATION
Podcast Newsletter: Join 1000s of leaders who benefit from the Podcast newsletter. Not more than

1-2 emails a month including keeping you posted on the new content that comes up at the podcast.
High on signal, low on noise. Sign up for the podcast newsletter here.
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where we share 2-3 nuggets a week from the Podcast archives to provoke reflection. If that is of
interest, please click here and send a message stating “INTERESTED”. Do also add this number to
your Phone Contacts so that we can broadcast our messages to you when we share a nugget.
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Tarun Khanna - Nuggets

e 38.00 Tarun Khanna - The Full Conversation

e 38.01 Tarun Khanna - Strategy and Careers

e 38.02 Tarun Khanna - Managing time and attention

e 38.03 Tarun Khanna - Creating the conditions to create
e 38.04 Tarun Khanna - Leadership in Emerging Markets
e 38.05 Tarun Khanna - Business model choices

e 38.06 Tarun Khanna - Framing the Strategy question

e 38.07 Tarun Khanna - Measuring Trust

About Deepak Jayaraman

Deepak seeks to unlock human potential of senior executive’s / leadership teams by working with
them as an Executive Coach / Sounding Board / Transition Advisor. You can know more about his
work here.

Disclaimer and clarification of intent behind the transcripts

This written transcript of the conversation is being made available to make it easier for some people
to digest the content in the podcast. Several listeners felt that the written format would be helpful.
This may not make sense as an independent document. Very often spoken word does not
necessarily read well. Several of the guests have published books and the language in their books
might be quite different from the way they speak. We request the readers to appreciate that this
transcript is being offered as a service to derive greater value from the podcast content. We request
you not to apply journalistic standards to this document.

This document is a transcription obtained through a third party/voice recognition software. There is
no claim to accuracy on the content provided in this document, and occasional divergence from the
audio file are to be expected. As a transcription, this is not a legal document in itself, and should not
be considered binding to advice intelligence, but merely a convenience for reference.

The tags that are used to organize the nuggets in the podcast are evolving and work in progress. You
might find that there could be a discrepancy between the nuggets as referenced here and in the
actual podcast given this is a static document.

All rights reserved. No part of this document may be reproduced or transmitted in any form or by
any means, or stored in any retrieval system of any nature without prior written permission.
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