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Freakonomics Co-Author Steven Levitt: Why
Brainwashing Employees is Better Than Bumper
Bonuses
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Steven Levitt co-authored Freakonomics, which sold more than 4 million copies worldwide, and spoke at the Cloudcomp

Conference in San Francisco, California. Reuters

Corporations and banks around the world can find a middle ground in retaining talent and
incentivising staff, without antagonising the public or lawmakers over bumper reward schemes,
by making staff believe the firm and what they do is one of the most important things in the world,
said co-author of Freakonomics Steven Levitt.

Speaking to IBTimes UK at the Xactly CloudComp14 conference in San Francisco, California,
influential economist and straight-talking Levitt said that huge salaries or cash rewards is not
enough to keep employees happy or to keep them being as optimal as possible in a work
environment.

"Maybe | am crazy but, through all of my experience, | have found that the best firms don't just pay
fairly but they brainwash employees. What | mean by this is by creating loyalty from the very
outset and making staff believe in what they are doing is really, really important”, said Levitt, who
is also the William B. Ogden Distinguished Service Professor of Economics at the University of
Chicago.

"Google is a prime example of this. They have created true believers in the company and what
they do- before they became super rich. The best corporate engagement is not governed by high
salaries or simply bonuses, but it's also about giving them a 'warm glow’.

"From the very beginning, they believed and bought into the company and what they were doing
as a job.

"The most dangerous way to incentivise staff is actually through stock and ownership in many
cases as if something goes wrong, employees’ equity or options become worthless and it all
unravels.

'‘Sometimes the Most Simple Idea is the Most Radical’

Levitt became famous for co-authoring Freakonomics with Stephen Dubner which went onto sell
four million copies worldwide and topped the New York Times Best Seller list for two years.

The duo then went onto write SuperFreakonomics and, most recently, heir latest book called Think
Like a Freak.

Through his research, he found that there were a number of studies that showed staff productivity
improved within companies through a combination of cash and personal acknowledgement.

"There was a study that showed that when
employees were rewarded a five euro note or
a personal note saying 'well done', it didn't do
much to change behaviour, "said Levitt, who
is a Harvard graduate and received his Phd
from the Massachusetts Institute of
Technology (MIT).

"However, when staff were given an origami
folded five euro note and a written note,
productivity went through the roof. Money by
itself is not important enough as thereis a
huge effect from interaction. If a boss can
show that care through rewards, it can boost
staff performance.”

Freakonomics co-authors Steven Levitt and Stephen

Levitt is one of the world's most influential
economists and was named by Time
magazine as one of the'100 People Who Shape Our World'. In 2004, he was awarded the John
Bates Clark Medal, for the most influential economist under the age of 40.

Dubner's new book Think Like a Freak IETimes UK

One of the key elements from Levitt's thoughts on incentives is that sometimes the most obvious
answer can be the best idea in transforming company performance as well as the ethos from the
conference that you need to cut through the noise and reams of data to get to a simple, yet
gamechanging solution.

"The closer you are [to company behaviour or data], the more likely it is harder to get to the right
questions,’ said Levitt.

"Sometimes you need somebody to come to the company and to ask basic questions in order to
challenge why a firm has been doing a certain thing for 20 years”

Don't forget to check out IBTimes UK for more coverage from Xactly's CompCloud 2014 event in
San Francisco.
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Trade Ministers See Headway on TPP, Issues Remain
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Russia's Vladimir Putin in China Seeking
Gas Deal

China is Russia's largest trading partner
and the countries are expected to
announce a number of agreements

0il Rebels Back Rogue Libyan General
Khalifa Haftar

Rebels controlling oil ports in eastern
Libya have backed former military
leader's assault on Islamist militants.

Marks and Spencer Bosses Forgo Bonuses
as Profits Plunge

Underlying pre-tax profit declined by
3.9% to £623m, as bosses agree to
forego bonuses.

India: New Government Expected to Lift
Gold Import Restrictions

Limits have boosted gold smuggling
into India, the second-largest bullion
consumer after China.

First Time Buyers Hit by 10% UK House
Price Rise

ONS figures shows first time buyers
taking biggest hit from rocketing
property prices.

Thai Baht and Stocks Decline After Martial
Law Announcement

Martial law not expected to turn around
Thailand’s deteriorating economic
growth.

Cost of Living Squeeze: Inflation Rises in
April

Higher transport costs drives up CPI
inflation, but falling food prices offset
some of increase.

Britain's Cobham to Acquire US-Based
Aeroflex for About $1.46bn

Cobham to take on Aeroflex's $540m
net debt.

o UK Interest Rates Hike: Beware the
Mortgage Prisoners Problem

o Xi Holds Upper Hand as Putin Pushes
for Gas Deal on China Visit

o UK Businesses are Failing to Shield
Themselves against Economic Crises

o JP Morgan Suicide: Gabriel Magee
Three Times Drink-Driving Limit before

Canary Wharf Plunge

» Scottish Power to pay £750,000 for

Overcharging Customers

» Glencore Xstrata to Appoint Female
Board Member After Vince Cable Brands

Firm ‘Disgrace’

o Golden Parachutes Should Stay to Stop
Firms Gaming the System, says Pay

Scheme Expert

o Wolf of Wall Street Jordan Belfort to

Repay $50m to Victims

o Global Gold Demand Holds Steady
Despite Lower Asian Demand: WGC

» Has Marks & Spencer Boss Marc Bolland
Failed in his Turnaround Plan?



