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Praise for supercorp




“This is the book that the world has been anxiously waiting for, perhaps Kanter’s most notable, certainly one of the most important books of this decade. This is a must-read for all our current and future leaders who will profit enormously from her lessons on how organizations can succeed in these perilous times.”

—Warren Bennis, University Professor at University of Southern California and author of On Becoming a Leader




“Rosabeth Moss Kanter has done it again! She breaks new ground in SuperCorp by envisioning the corporation of the future that creates long-term value through breakthrough strategies that help solve intractable social problems. This is a must-read for anyone concerned about where capitalism needs to go.”

—Bill George, former chairman and CEO of Medtronic and author of True North




“For decades, Rosabeth Moss Kanter (Is she the new Peter Drucker?) has been at the cutting edge in helping corporate leaders understand how to master turbulent changes. Now she returns with innovative insights on how companies—and their leaders—can be at the vanguard of the twenty-first century. SuperCorp shows how corporations big and small can not only succeed in a globalized economy but can also rebuild public trust. Timely, informative, and uplifting—all of the qualities of a great read!”

—David Gergen, CNN senior political analyst and White House counselor to four U.S. presidents




“Rosabeth Moss Kanter puts a new and welcome human face on the many ways companies can serve a public purpose while also prospering financially and building an enduring culture of success.”

—Andrea Jung, chairman and CEO of Avon Products




“Kanter presents us with a thoughtful review of the ways in which companies can grow and create financial opportunity for their clients and shareholders while at the same time fostering societal good. Some have called it ‘doing well by doing good,’ but Kanter’s careful analysis goes beyond the platitudes by offering solid examples and important insights.”

—Samuel J. Palmisano, chairman, president, and CEO of IBM




“In the present time of unprecedented challenges, Rosabeth Moss Kanter’s new book is so timely. Society will accept corporations only if they fulfill societal objectives and needs.”

—Klaus Schwab, founder and executive chairman of the World Economic Forum




“SuperCorp is a brilliant report from the front lines of companies creating the future by accomplishing the seemingly impossible: driving profits and growth while being in synch with the demands of a new generation of employees and a public fed up with Enron-type excess and scandal. Here is the practical game plan every business needs to pursue to build a profitable future through a capitalism based on progressive ideals.”

—Daniel Vasella, chairman and CEO of Novartis




“SuperCorp is a meaningful resource for executives learning the keys to unlocking growth and innovation in today’s challenging global marketplace. The research and case studies are insightful, liberating readers to go beyond the structured models that have historically guided business. Kanter makes a compelling case about the role played by corporate culture, values-based decision making, and larger societal issues in the creation of sustainable success.”

—Ivan Seidenberg, chairman and CEO of Verizon Communications




“Society demands that the business of business be more than just business. Unless your business is also serving a social purpose, you miss an opportunity for innovations that bring profits. Rosabeth Moss Kanter, one of our most outstanding scholars, excels in her characteristic manner by taking the lead and developing practical ideas for the leaders of the future.”

—Ram Charan, coauthor of Execution
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introduction

ONE BRIGHT SPOT in the otherwise grim and gloomy financial news in January 2009 was IBM’s profit announcement, which exceeded financial analysts’ expectations—no small feat in good times, much less bad. IBM had a profitable end to 2008 and a strong profit outlook for the quarters ahead, leaping ahead of the competition. Furthermore, during a year in which world stock markets plunged, with the NASDAQ composite index dropping by 36 percent and Microsoft by 41 percent, IBM shares were down by only about 16 percent for 2008. IBM’s stock price rose on the positive earnings news, which was released on the day of Barack Obama’s inauguration as president of the United States, a day on which U.S. stock markets plunged again.

IBM is a bright spot for an additional reason. It is among the progressive companies I investigated, including Procter & Gamble, Banco Real, and Publicis Groupe, that have achieved the seemingly impossible: high levels of business performance—innovation, growth, and profit—and social good. They have mastered a tough challenge: building a resilient culture to flourish in turbulent times while leaving a positive mark on the world. While the short-term fortunes of any company, IBM included, can change precipitously, a high-performance humanistic culture provides the foundation for sustainable growth, profit, and innovation over the longer term.

For years, lip service has been paid by many corporate leaders to achieving high performance and being a good corporate citizen. What I have discovered in my research, however, is that the two issues, business performance and societal contributions, are, in fact, intimately connected. Service to society, guided by well-articulated values, is not just “nice to do” but an integral part of the business models for companies that I call the vanguard. They use their unique strengths to provide innovative new solutions to societal challenges such as early childhood education, water safety and sanitation, employment for people with disabilities, small business development, energy conservation, and disaster relief. Societal initiatives undertaken largely without direct profit motives are part of the culture that builds high performance and thus results, ironically, in profits.

Values and principles, which include respect for people and concern for the environment, contribute to numerous capabilities: sensing opportunities and innovating; enhancing customer success and value for end users; making effective acquisitions; attracting and motivating top talent; working collaboratively to react or change quickly; and tapping the potential of an extended family of business partners for new ideas or market reach. These companies attempt to raise social and environmental standards in the countries in which they operate and also within their own workplaces, which tend to be flexible and family-friendly as well as increasingly diverse and green-oriented. Overall, they derive benefits in both innovation and execution.

Let me be clear from the outset that this is aspirational. Even the best companies do not meet their ideals all the time, and they do not do it perfectly—they have vulnerabilities and blind spots and can be mired in bureaucracy. Their leaders are not soft-hearted do-gooders. The companies mount and defend lawsuits, push the limits of their market dominance and pricing power, compete aggressively, and lobby governments for favorable treatment. But they live up to high aspirations often enough to put them in the vanguard of a new paradigm for business.

This new paradigm is particularly timely as the world struggles to recover from financial crisis and also faces ongoing challenges of climate change, educational and economic disparities, political uncertainties in conflict-ridden regions, and the potential for border-crossing pandemics. For the past decade, the latest waves of globalization have caused enormous turbulence everywhere, in growth regions as well as in mature societies. But the vanguard companies have mastered the turbulence of technological and geopolitical change by making critical internal changes from which other companies can learn, and they have lent their business capabilities to produce social innovations from which the general public can benefit.

In the work for my 2004 book, Confidence: How Winning Streaks and Losing Streaks Begin and End, I saw that turnarounds are based on psychology as much as economics; people must have confidence that positive outcomes are possible before they invest their money, effort, or loyalty. Thus, in the midst of chaos, financial free-fall, and scandal caused by the misconduct of some, the good conduct of vanguard companies can provide optimism about the future—that there are many companies in the United States and the world doing the right thing and doing it with a sense of mission that enables them to deliver what their customers want in a way that is significantly better than their competition.

The transformational enterprises that form the vanguard set a new direction for business in the future: companies that are successful and prosperous in their own right while forces for good in communities and the wider world. They are role models with much to teach, including:


• how to build an enduring culture for the long term that enables continual change and renewal, as well as rapid response to crises

• how to use values and principles as a guidance system, for self-and-peer control

• how every step of the innovation process can be enhanced by a strong social purpose and connections with society

• how humanistic approaches can smooth the tensions of mergers and create productive new collaborations

• how workplaces can incorporate tools and approaches of the digital age, including remote work from home and self-organized social networks, to unleash employee energy for both daily tasks and making a difference in the world

• how people of diverse origins, races, and ethnicities can be encouraged to find common ground while expressing rather than suppressing their identities

• how community service can build relationships and reputations and how business capabilities can contribute to the public agenda

• how to minimize the negative consequences of globalization and involve companies in addressing societal problems while understanding the limits of reliance on the private sector

• how leaders and potential leaders can cultivate the skills to master the challenges of the globalizing world of the future



The vanguard model is not only good for business and society writ large but is also good for individuals. The newer generations of professionals and managers want satisfying work and a paycheck, certainly, but they also want to be members of an institution that contributes to the common good. This desire for positive meaning is apparent in the groundswell of world approval for the election of a new American president who stands for an idealistic call to service and the spirit of positive change.

america and the world: origins of the search for the vanguard

BARACK OBAMA’S election as president of the United States in November 2008 meant that Americans traveling abroad no longer had to pretend to be Canadians.

Witticisms like this about loss of respect for the United States in the world are no joke. During a research trip to Egypt in 2006, a guide driving my researchers and me toward a security checkpoint said he would tell the guards we were Canadians. If he said we were Americans, he told us, we would have to wait while the police organized a motorcycle force to escort us. The government was bending over backward to ensure the safety of Americans—implying that we were potential targets.

This book is about globalization and new business models. But writing it was stimulated, in part, by changes in the world and America’s role in it during the opening years of the twenty-first century.

I have long been interested in the interplay between the economy and society. In addition to the financial functions performed by businesses, companies are social institutions, producing jobs and shaping lives through their products, services, norms, and operating standards. Through numerous research projects and consulting engagements (described in my previous books such as The Change Masters, When Giants Learn to Dance, Evolve!, Confidence, and Men and Women of the Corporation), I illuminated the role of the human element in effective business strategies, whether modest innovation or major transformation.

In 1998, as part of the Initiative on Social Enterprise at Harvard Business School, colleagues and I convened a national forum, Business Leadership in the Social Sector, with many high-profile elected officials, progressive company chief executive officers (CEOs), and experts, including an exchange with Hillary Clinton via videoconference from the White House. We considered how major companies could go beyond being “responsible” and accomplish so much more if they used their core business strengths to address significant societal needs, such as public education and job creation in poor inner cities. They would not be a substitute for government action but innovators adding their unique capabilities as a partner to government. The forum featured, among others, IBM and its innovations developed in partnership with public schools, called Reinventing Education, which had started in the United States but had not yet been taken around the world.

That forum was a time of celebration of the best that American-style capitalism could be. A few short years later, the millennium ushered in additional significant challenges, including terrorist attacks and a backlash against American companies for accounting scandals, with recession and low esteem for America made worse by the invasion of Iraq. Yet expectations were also growing for the role of business in the world. The United Nations was trying to enlist major corporations to sign up for a global compact to support its Millennium Development Goals to end poverty, improve global health, and educate children in basic skills. Could companies possibly rise to these heightened expectations? And which metaphor did companies most resemble—business as devil exploiting helpless communities or business as angel raising standards to improve lives?

Having talked with progressive companies in the United States, I wondered about the impact of multinational companies on the ground in many other countries, including those that were not particularly U.S. friendly, where populist sentiments were antagonistic to American-style capitalism. In 2002, I sent a team to Egypt to take a look; one member was a native Egyptian studying at Harvard. Their report, “The Role of Trans-national Corporations in the Development of Human Capital in Egypt,” tried to pin down the mechanisms through which foreign companies influenced society. One striking discovery was that Procter & Gamble had contributed to the creation of Egypt’s first health maintenance organization, in part so that P&G could offer its local employees benefits comparable to those offered in the United States.

I also saw that my ideas about leadership, change management, innovation, and regional competitiveness resonated in developing countries where I was invited to speak or consult, including Turkey, Mexico, South Korea, Brazil, India, and the United Arab Emirates (both Dubai and Abu Dhabi). In some cases, the companies that invited me were leaping ahead of American multinational competitors or buying U.S. assets. That furthered my interest in how business has been changing.

I began a systematic research project guided by broad overarching questions aimed at understanding companies wholistically, as they operate in many parts of the world. For example:


• Are companies responding to changing expectations about the role of business in society, in a contradictory era of privatization accompanied by challenges to the legitimacy of global capitalism? Can societal considerations contribute to effective business and product strategies?

• Can companies that are leaders in setting and exemplifying world-class standards leverage their social investments to maintain marketplace advantages in the new global competitions? Can they both provide public benefits and also improve their own performance?

• Are companies engaging more deeply with suppliers, customers, and communities as members of an extended family of partners? Does this nourish the business and provide laboratories for innovation?

• Can new kinds of social involvements help companies build their brand locally throughout the world, ensure favorable market conditions (stable governments, educated consumers, suppliers and distributors operating to high standards), and make a positive difference to diverse communities? Can this have a high impact and be sustainable over time?

• What are the new workplace challenges associated with progressive business practices, as employees bring new expectations to their jobs in a globalizing world? Can workplaces be empowering and inclusive, meeting the needs of men and women, parents, and minorities? What skills and qualities are necessary for mastering these challenges? Who becomes a leader; who is likely to rise to top positions?



My starting point was these grand questions, posed at the ten-thousand-foot level of theory. But after more than three years and 350 interviews and observations in twenty countries, I have written this book to provide a variety of down-to-earth answers. The new model for business comes from my experiences with IBM, Procter & Gamble, and others among the world’s best companies.

First, for those concerned about making their companies more competitive as well as more socially constructive, the book offers numerous practical lessons for managers and professionals at all levels. The vanguard model that I put forth runs through strategy and operations and can improve innovation, mergers, teamwork, and relationships with government and the public. Senior executives should be able to learn from the CEOs in this book. But one does not have to be the CEO to see how vanguard principles can change business practice.

I also have a broader audience in mind beyond business. I try to explain global change to the general public and convince informed citizens that, with the right leadership and values, companies can make unique contributions to help produce a better world. I hope that general readers will find good stories that illuminate trends and possibilities. After all, most people in the world do not work for large companies. But everyone is affected by business trends as consumers, community members, and citizens. And some find their well-being and livelihood influenced by the ripples of companies through supply and distribution chains: people in small companies who are suppliers or distributors for larger entities; members of nonprofit and nongovernmental organizations who operate on behalf of communities touched by business; and educators teaching the next generation of potential leaders.

At this moment of global financial meltdown, it is important to add that the vanguard companies highlighted throughout this book have generally escaped the worst of the crisis, outperforming their industries even as markets declined. Since that group includes several banks outside the United States, it is heartening to know that positive role models can be found even at the worst of times.

I hope that the messages about the potential for principled businesses to lead the vanguard of change will inform and inspire readers throughout the world. I hope to show that “business leadership” is not an oxymoron and that if corporate executives follow the models in this book, enlightened companies can drive positive change.

THE WORLD APPLAUDED President Obama on his election because he represented the power of hope and the potential for change. Perhaps this book can make a contribution in that direction. The challenges facing the world are daunting, and for some people business has seemed part of the problem. Now is the time to ensure that business becomes part of the solution.

There has long been a sterile debate between economists who argue that the only purpose of a business is to make money and activists who demand that companies invest resources to address social and environmental issues. The former find it irresponsible to shareholders for companies to take on social causes, the latter irresponsible to other stakeholders not to embrace those causes. This book offers a third way, one that combines pragmatism and idealism. The new paradigm for emerging vanguard companies enables them to pursue their everyday business opportunities in a way that reflects humanistic values and the promotion of high standards. This, in turn, helps them grow quickly and effectively with solid profits and equally solid reputations. While some may start reading the next chapters with skepticism, the proof is in the evidence I have gathered for this book.




part one
the opportunity


chapter one
the wave

WHAT IF TRENDS in the world economy, such as global mergers and consolidation, environmental degradation and overpopulation, should lead to the entire world food supply being controlled by one giant monopoly? Imagine that the enormous conglomerate produces the only remaining edible protein, which it calls Chicken Little, in a high-rise factory in South America. Chicken Little’s source is a massive mass of cultured chicken breast, kept alive by algae skimmed by low-wage workers from multistory towers of ponds. The ponds are surrounded by mirrors that focus the sunlight onto them, which is environmentally friendly but otherwise totally artificial. Slices of Chicken Little are cut by machine and shipped all over the world to people who have no choice but to swallow the foul synthetic fowl.

This is a science-fiction fantasy, served up by Frederik Pohl and C. M. Kornbluth in their bestseller The Space Merchants. But it is not far off from the way many critics think about business. Today’s reality can easily reinforce that negative view, when headlines herald food shortages in some places (e.g., Africa), overconsumption and obesity in others (e.g., America), product safety concerns (e.g., toothpaste from China), bank failures (e.g., Lehman Brothers and Washington Mutual), and outright corruption (e.g., the forced resignation of Samsung’s chairman in South Korea).

As bashing goes, big-business bashing is socially acceptable and politically correct. A century ago, the term bureaucracy emerged to describe faceless impersonal vehicles that run like clockwork and run roughshod over human feelings. A half century ago, the military-industrial complex and organization-man conformity were named and scorned. Today, greed is attributed to Big Oil profits and derivatives-peddling banks that caused a massive global financial crisis. Critics can always find reasons for the unease that the public often feels about big companies. Even revered entrepreneurial Google is vulnerable to being dubbed an evil empire after growing big enough to dominate the online search field and Internet advertising.

But another model is on the rise, and it is already changing the image of what business is and can be. I call that new model the vanguard company.

Vanguard companies are ahead of the pack and potentially the wave of the future. The best of this breed aspire to be big but human, efficient but innovative, global but concerned about local communities. The best have business prowess and clout with partners and governments but try to use their power and influence to develop solutions to problems the public cares about. They sometimes serve as an alternative to inefficient or oppressive states or religions by standing for high universal standards of openness, inclusion, and transparency. The leaders of a vanguard company espouse positive values and encourage their employees to embrace and act on them.

Vanguard companies have the power to contribute to the world in positive ways, and they want to do so. This new business model has been arising in recent years but is still a work in progress. It is no longer a sideline activity or an afterthought, such as check writing to give away a few leftover crumbs, but a mainstream imperative that infuses every aspect of the business. It is becoming the wave of the future because the public demands it and employees want it, especially the highly educated new generation that wants to work for companies in sync with their idealism. Furthermore, the capabilities of vanguard companies enable them sometimes to take action more quickly than governments. Or they work with governments to add great value to solving problems that matter to the general public, such as education, health, or the environment.

A vanguard company might even fly to the rescue when disaster strikes. That is what IBM did in India and Asia following one of the deadliest natural disasters in history, the December 2004 tsunami, just as the company had done after earthquakes, terrorist attacks, and other major emergencies. This story shows what the new model looks like in action. It is not just “do-goodism” but a whole new way of working, a new model for strategy, innovation, employee empowerment, and leadership that is good for business and, ideally, good for the world.

tsunami

ON THE DAY of the tsunami, Shanker Annaswamy was close to the beach in his hometown of Chennai with his family. Annaswamy was an engineer who had joined IBM as chief executive for India six months earlier. It was raining too hard on that late December day to walk the beach, so he took his family to a temple a few kilometers from the ocean. Driving back to his relatives’ house, he saw chaos in the road and people leaving their homes. He thought this was perhaps a film shooting, which always attracted crowds. At the house, he switched on the television and learned that there had been a tsunami. The full impact was not yet clear. When he returned to Bangalore that night, he was shocked to hear about the extent of the damage.

The next day in his office, Annaswamy received a visit from one of his managers, Sunil Raghavan, a long-time IBMer with responsibilities for protecting data security. Raghavan declared that IBM could and should do something to help. “I said, ‘How can you help?’” Annaswamy recalled. “He said, ‘Shanker, I have done this in the Bhuj earthquake before. IBM has capabilities.’ The only thing I said was, ‘What can I do for you?’ He said, ‘You being the head of the company, you know some of the governor’s people. Can you talk with the IT [information technology] secretary of ‘Tamil Nadu?’ So I called this gentleman, Vivek Harinarain. When I reached him, although he could not connect IBM and tsunami, he said, ‘Okay, why don’t you send them. I have no time to think how they can help. But send them.’” At the same time, a team in New York led by Robin Willner at Corporate Citizenship and Corporate Affairs had prepared a memo requesting approvals by IBM senior leadership to deploy significant technology and talent to coordinate relief and recovery efforts on the ground.

It soon became clear that the tsunami, caused by an undersea earthquake in the Indian Ocean, wreaked enormous destruction in at least eleven countries, killing more than 225,000 people. Most tsunami damage occurred in Indonesia, Sri Lanka, Thailand, and India. In India, about ten thousand people were killed, and hundreds of thousands were rendered homeless. Annaswamy did not have to wait for the final toll nor for instructions from corporate. He immediately supported any IBMer’s desire to help.

One reason a vanguard company takes direct action and does not merely write checks nor wait to join a bandwagon is that employees want it. Employees have been empowered to think for themselves and to advocate for decisions they feel make sense in their corner of the world. They know best how to argue on the basis of company values, even when there is no direct company self-interest, and how to tap company capabilities to do something unique, which other volunteers cannot accomplish. That is why IBM India mobilized so quickly—action was self-organized by employees. This was not the first time that IBMers had invoked IBM’s humanitarian values to get support for a significant IBM role in the aftermath of a disaster. The company had done it in Kosovo, after the terrorist attacks in New York City in 2001, and following the Gujarat earthquake the same year.

FLASHBACK: EARTHQUAKE

To show that IBM India had experience relevant to the tsunami, Sunil Raghavan told Shanker Annaswamy about the earthquake near the city of Bhuj in the state of Gujarat, which happened in January 2001, before Annaswamy joined IBM. IBM’s highly valued contributions following that earthquake gave Raghavan confidence that IBM could do something equally positive after the tsunami.

The Gujarat earthquake, like the later tsunami, did not affect IBM directly. The area is a remote, sparsely populated place of desert and marshland on the extreme western end of India, not far from the Pakistan border; IBM’s closest sales office was about three hundred kilometers away. But though IBM was not impacted as a business when the earthquake struck, “as people we certainly were,” Raghavan recalled. “You see all those horrific images on TV, and you say, hey, we must go and do something. So that was the trigger. It was not so much driven by linkages to our supply chain or our customer base.”

Sunil Raghavan’s role in the global delivery business gave him a vantage point for viewing IBM India’s growth and role in the world. Customers around the world were, for strategic business reasons, increasingly sending work to India, and they needed strong assurances that the work they sent to India was secure. India itself was playing a more strategic role in IBM. Risk management expertise was essential. Raghavan understood how to pull a team together and move quickly, a vital skill cultivated in a vanguard company. Using this skill after the earthquake felt much more significant than saving data; the group in India felt they could save people’s lives. IBM’s values were not confined to dealings with customers; its values included making a difference in the wider world. IBMers were grateful that the company gave them that opportunity. Values help a vanguard company build extraordinary emotional ties and loyalty.

Thus, upon news of the Gujarat earthquake, Raghavan approached his boss, Amitabh Ray, vice president of global delivery for India, who supported Raghavan’s zeal for action. IBM had connections with the state government in Gujarat, which made it possible to link Raghavan’s group to relief efforts. Numerous nongovernmental organizations (NGOs) and companies were donating equipment and sending out volunteers; IBM did that too. In fact, large numbers of IBMers wanted to go to places affected by the earthquakes and help the crisis management team; senior leaders had to pull them back out of concern for their safety.

The team in Gujarat asked a more strategic question, one that guides the choices of a vanguard company: how to help in ways that used IBM core competence, its technology expertise—the business equivalent of its superpowers. The IBM team also sought involvement of business partners, drawing on a large network of close relationships—another key asset of a vanguard company that enables creating big coalitions to achieve big goals. Raghavan drove back and forth between Bhuj and Ahmedabad, the Gujarat state capital. At a meeting of IT vendors and dealerships, he spoke about the IBM effort and sought contributions of equipment and supplies. The next question was how to know where those goods should go. That is where IBM technology could help.

In a precursor of IBM’s Smarter Planet initiative, an IBM system was quickly developed to track material flow at each entry point to the disaster area—roads, train stations, the airport. But phone lines and cell towers were down, so how could the data be transmitted? The determined and imaginative IBM team put a laptop in a car and drove it from place to place to move the data across the stations. Though time-consuming, this was a better tracking mechanism than anything else around to guide decision making by government and other relief agencies. “I think they were very happy, because afterward they were able to trace what went where. They were able to retrieve some material from place A and send it to place B. Given the level of chaos, there was just no other way they could have done that,” Raghavan said.

Tracking and handling medical supplies is vital after an emergency involving thousands of people. Because the government hospital in Bhuj collapsed in the earthquake, the area was bulldozed clear so a tented hospital could be set up. Big containerloads of medicines had come in from all over the world, but ground personnel could not read the foreign-language labels, so they did not know what they had. Moreover, the containers were in the sun; blistering afternoon temperatures of 40 degrees Celsius (104 degrees Fahrenheit) could cause deterioration quickly. IBM established a system that documented the generic names of medicine in many languages. Medical inventory management system code, written in the United States, was adapted quickly in India and connected to the Internet. IBM volunteers sat down with three or four pharmacists brought in from other locations to go through the medicines container by container. They took inventory and put the data into the system. Users could then key in information from the label, which would tell them what the medicine was. And inventory numbers indicated a surplus of some medicines that could be sent to other places where they were needed.

Later, after the team left, the IBMers knew that their inventory management system lived on. Local users continued to download code updates as they rebuilt the district hospital and the surrounding small health centers.

One big disaster behind them, IBMers gained confidence in their ability to use their core technology to make a difference, and that became important after the tsunami. Indeed, the whole country gained confidence. After the Gajarat earthquake, the government of India made disaster readiness a priority. By the time of the tsunami a few years later, the government felt confident enough to refuse U.S. help.

THE TSUNAMI RESPONSE

Sunil Raghavan saw the tsunami as even more devastating than the earthquake. Once again, IBM sites were not affected. But when the magnitude of the tsunami disaster was clear, he was confident that IBM would want to help. First, he placed another early-hours call to his boss, Amitabh Ray, requesting a team for the next three days. Ray recalled, “This team spontaneously said we would like to participate in the relief work. Nobody from corporate told them that they had to do this.” In the morning, Raghavan walked into Shanker Annaswamy’s office and got his support, as well as a go-ahead from the government IT official for the state of Tamil Nadu.

Despite the danger of a repeat tsunami, Sunil Raghavan and his team packed water and emergency supplies in their cars and headed for Nagapattinam in Tamil Nadu, the southern state that bore the brunt of the impact. They went in an exploratory mode. Rather than pulling solutions off the shelf, they had to learn what would add value—the same ears-to-the-ground listening mode used by a vanguard company to trigger innovation. As they toured the area, they immediately saw differences between this disaster and the earthquake. While the earthquake had wiped out large areas and destroyed infrastructure, the tsunami devastation was concentrated in the first few hundred yards from the shore. Farther out, conditions appeared normal; even streets of shops were still standing. The IBM team attended a meeting with about two dozen NGOs about what these various relief groups were doing and how they were coordinating their efforts, to see how IBM might add value. That evening, the state IT secretary invited Raghavan and colleagues to dinner at his home; all the hotels and restaurants had closed down.

One challenge was straightforward administration, to manage the volume of relief supplies. In one day, the enormous inflow of material filled up all the space government officials had for outdoor storage, and supplies were diverted to Madras. IBM provided a temporary material receipting system. Soon it was clear that there were problems coordinating data coming in from other places along the coast, so IBM set up a website to post data and updates, borrowing bandwidth from an IBM customer, a local Internet service provider. About a half-dozen small projects like these were done, using standard technology. IBM made it clear up front that it wanted no publicity and was not looking for money. If business leads might follow, IBMers were not coming in to chase them. “That makes it far easier to engage, because people then are comfortable that you’re not coming in with ulterior motives. So it has translated into goodwill for sure. It has translated into what we think of ourselves as IBMers, that we’re pretty serious about playing our role as citizens,” a team member said.

After leaving good systems in Tamil Nadu, in January 2005 IBM India leaders shifted to challenging problems in the Andamans and Nicobar islands, remote places with great strategic significance to India (and none to IBM). This next phase provided opportunity for significant innovation—the chance to develop something new intensifies the motivation of vanguard company employees. Much of Nicobar had gone underwater, destroying homes, buildings, and infrastructure such as harbors and telecommunications. In a few months, the spring rains would start and not let up for eight months, providing a natural April deadline for shelter for displaced families. The government had to ship in everything it needed. To respond, IBM developed another Smarter Planet demonstration, an unconventional supply-chain system to track what was shipped, whether it came in by air or sea, and its location in a variety of stocking points. It could reconcile inventory when items came in tons or truckloads and were then dispatched in bales or carton-loads. People could call in lists and have them keyed into the system.

A vanguard company gains its powers primarily from the ability to integrate its pieces, to combine people, to get the action moving quickly. IBM’s emphasis on teamwork across the whole extended enterprise helped the tsunami efforts. Field activities, from discovery to deployment, used a collaborative approach. People worked across IBM units, tapped business partners, and involved NGOs. (That is the difference between arm’s-length transactions, such as donating supplies, and implementation of systemic solutions that leave the recipient better off later.) In the Andamans, IBM trained students from a polytechnic institute in Port Blair in open source and Linux programs, deploying the students to collect data the way IBMers had done after the Gujarat earthquake. Joint involvement in service solidified or built relationships. Business partners were useful sources of knowledge, helping identify an appropriate resource for a particular situation. Later, IBM helped the Indian Institute of Technology in Kharagpur near Calcutta establish a disaster management and relief center. Everyone was getting smarter.

The satisfaction for the IBM team members came from their desire to serve and the knowledge that if they did not maybe nothing would get done. When a vanguard company encourages employees to look outside the company, to society, to understand markets and supply chains, its people also see where there are gaps, underserved populations and unmet needs, for which they feel responsible. “The mandate was to serve,” Raghavan said. “It was not ‘figure out how we can make more money off this in the future.’ Otherwise we would have never gone to the Andamans, a remote chain of islands with tourism as its main business. I think the reason we were keen to go there was simply because it is so inaccessible for people from the mainland to go there, so the normal NGO presence that we would have found there, we did not find in this case. So I think it was that much more important for us to go and make the difference.”

The support that made this project possible was just one of many examples of employee autonomy and managerial trust, another hallmark of a vanguard company’s new way of working. That is not surprising to IBM senior managers involved with the tsunami efforts. Amitabh Ray, Sunil Raghavan’s boss, said, “Trust is one of the IBM values, right? That’s why this tsunami project was so important to me. It was not corporate directed. It came from people who believed in IBM values; they said this is what we ought to do. If you strongly believe that you have a solution that can help the people on the ground, you approach your manager. And I can bet that any of our managers will say okay, unless that person’s doing something that is very client critical. Then obviously we’ll have a group meeting, because there could be a very serious impact on the client side. But we will provide all the support to the client team to ensure that we can release that person.”

IBM was careful about its commitments because there was still a business to run, so it did not overpromise on these so-called Blue projects—projects done under the IBM banner (its ubiquitous blue logo) without a revenue-producing (“green”) customer. As the business unit head, Amitabh Ray was asked by Raghavan for approval, because the tsunami effort would have to be funded from the global delivery organization’s own budget, for the software development and for the time of IBMers to implement the system district by district.

Leaders figured out how to sustain the effort. A vanguard company is measured not on declarations but on results, which means making longer-term commitments and sticking with them. “Even when we started as a voluntary effort,” Shanker Annaswamy said, “it was not the one-day effort, right, where you go in and then you do your magic and you come out and everybody’s happy? If you go in, you are committing your teams for a little bit longer time. And then the utilization pressure of their time comes in, and that’s where my leadership team members and the global teams come and help. And if that person has to be released for a certain time to go and do their job and come back, then an alternative person steps in. So the one good thing about IBM is IBM does not jump in and do without thinking. The effort is not done with compromises of a customer solution. But you very knowingly commit your time, plan for that, and contribute.”

The ability to deploy people flexibly and their willingness to give their personal time make it possible to have big impact with modest resources. Backing up the IBM India teams in the field were many people back home in the offices, each giving a little something. People from a variety of functions got involved in an operations center in Bangalore managing the movement of relief material, including Inderpeet Thukral, director of strategy. Because IBM India was an offshore delivery center for software, the systems could be built by the best architects, while a handful of people in the field for a short time could contribute the specifications. Some of the code producers spent three days and nights of their personal time—Friday, Saturday, and Sunday—creating software without impacting their other project schedules. Though some work was done on IBM time, volunteers added enormous capacity. The code was open source, meaning it could be given away without worrying about licenses.

IBM India could also draw on worldwide experience. When the tsunami hit, IBM’s corporate response was swift. Similar to the way IBM mobilized after the 9/11 attack on New York City, a group of about two dozen people from IBM’s global Crisis Response Team (CRT) moved into place in India, Indonesia, Thailand, and Sri Lanka. But with India in the hands of local IBM experts who had developed expertise following the Gujarat earthquake, the CRT was sent onward to Sri Lanka and Thailand. Raghavan said, “We [in India] pretty much had this figured out. We said we would support the global team from the software standpoint.”

IBM team members were ready to jump in, self-organizing without waiting for instructions from management. For example, while Raghavan was on his way to disaster sites, developers in Bangalore were already adapting IBM’s system to track missing people, which had been used in other disasters, such as the Kosovo relief effort in eastern Europe. But then his team discovered that there were several different groups with systems tracking missing people. So the India team did not deploy the IBM system in India or the islands but instead donated it to the Indonesian government via IBM Indonesia. Indonesia wanted local modifications, some of which were done for them in India, and then the Indonesian system was available for continuing use.

Throughout IBM India, involvement in tsunami relief was widespread, well beyond the specialist teams. In vanguard companies, volunteering is almost a way of life, in and outside of formal jobs. “One of the strong points of Indians as a whole is that in adversity a lot of people will pitch in and help,” a top manager said. Through the IBM Club, a voluntary association, many employees donated relief materials, from medicines to clothes and cash, made easy through signing up for payroll deductions. All the cash was consolidated and given to the Red Cross. Despite IBM’s dispersion over several locations, each with several offices, there was a feeling that the entire IBM company came together, because so many people in India did what they could. A senior woman leader explained, “Bangalore is a cosmopolitan city where people come from all over to work, from smaller places. Many are young, not married. They have a lot of free time on their hands, and they want to relate to something, to belong somewhere. Volunteering makes them they feel they’re doing something productive with their lives.”

Shanker Annaswamy was proud of IBM’s agility as well as its compassion. “You see the whole organization connecting within minutes. IBM is a very large corporation, right? It has its own advantages and disadvantages. Because it’s spread out and so many people are involved, to move them all quickly at a lightning speed is a challenge. But in this effort, the moment IBM committed, it moved at a lightning speed. Some other Indian companies were surprised at IBM’s speed.”

Overall, the worldwide community donated more than $7 billion in humanitarian aid following the tsunami. Indian prime minister Manmohan Singh established the Indian Prime Minister’s National Relief Fund; the government and NGOs (including the International Committee of the Red Cross and Red Crescent) coordinated relief efforts in India; and the Indian Ministry of External Affairs, along with the Indian defense forces and the Home Ministry, coordinated relief operations to Sri Lanka, Maldives, and Indonesia. Pfizer, Deutsche Bank, and Coca-Cola headed a long list of corporate donors. Pfizer’s $35 million included $25 million in medicines, the rest in cash. Microsoft donated $3.5 million, Cisco $2.5 million, and Infosys, an Indian IT company, donated 50 million rupees, about $1.1 million. IBM was down the list as a $1 million cash donor.

About twenty-seven companies donated more cash than IBM, but IBM provided critical capabilities. IBM contributed an organization registry to allow for the rapid registration and collection of information about NGOs, government agencies, and multinational organizations; a request management system to coordinate and track relief requests; a people registry to support tracking of those missing or deceased; a camp registry to track location, numbers of individuals, and operations information; and an assistance database, damage tracking system, burial information system, health and incident management system, and logistics management system. For IBM India, the tsunami experience added new capabilities for dealing with crises in general and stimulated innovation that could be used in other Smarter Planet initiatives.

IBM received an award from the president of India, among other accolades. But Raghavan added a more personal indication of value: “I think that these opportunities are real eye-openers for many of us, because otherwise we are very sheltered humans. We work nine to five or nine to seven or whatever, and then we head out; we’re used to doing a set of things in a certain environment. I think this experience has been life changing for many of our people, because you get to see the worst of how things can get, and you also get to see how people can rally around and try and help in those situations. Quite a few guys who were just a few years out of college came across and spent two or three weeks in Gujarat with me. They’d talk about their learnings out of that experience. In terms of enriching oneself as a human being, this is tremendous. No management development course is going to be a substitute.”

FROM DISASTER TO SOLUTIONS

Corporate staff took note and provided vehicles for other humanitarian efforts, such as IBM’s swift response to Hurricane Katrina in 2005, which destroyed much of New Orleans and the surrounding area. Under the leadership of Stanley Litow, vice president of corporate citizenship and corporate affairs, IBM codified its innovations into a set of resources for NGOs, a kind of “disaster relief in a box,” featuring open-source software tools called Sahana, which means “passion.” Sahana is a free disaster management system conceived during the tsunami aftermath and developed by volunteers from the technology community in Sri Lanka to compensate for the devastating consequences of a government attempt to manually manage the process of locating victims, distributing aid, and coordinating volunteers. Used in other disaster relief efforts in Asia, with funding from the Swedish International Development Agency through the Lanka Software Foundation, Sahana won the 2006 Free Software Foundation Award for Projects of Social Benefit.

With evidence that a vanguard company has capabilities and responsibility to contribute, IBM sprung into action yet again following the earthquake in China in May 2008, which took another huge toll in human lives and displacement. In this case, the government acted quickly and effectively. The main challenge became rebuilding, especially the schools that had proven to be poorly constructed and unsafe for children. Henry Chow, chairman of IBM Greater China, met with the mayor of Chengdu, in Sichuan Province, to determine options for IBM involvement. The government adopted the Sahana disaster relief software and implemented it throughout Sichuan. Chow and the mayor, with support from Litow at headquarters in Armonk, New York, agreed to expand IBM’s efforts with schools, to deploy more KidSmart workstations, an early childhood teaching tool, and to increase use of Reading Companion, an innovative Web-based voice recognition system to teach English. IBM worked on databases for building safety and a system for predicting earthquakes using IBM’s supercomputer, Blue Gene. These are all examples not just of onetime humanitarian aid but of innovations to make the system smarter.

IBM also committed to send Chengdu a corporate service corps team. The corporate service corps is an IBM innovation announced in 2007 to enable selected volunteers from around the world to perform a month of community service wherever needed, on company time, as global citizens and future global leaders. The formation of the IBM service corps is a fitting postscript to the tsunami story. Now, many hundreds of IBMers from anywhere in the world can take direct action on the world’s most pressing problems, experiencing the satisfaction that Shanker Annaswamy and IBM India gained after the tsunami. Service corps members will take that learning back to their countries and translate it into how they do business and how they think about the world. Imagine the cumulative impact, as this ripples through and beyond IBM’s 386,000 people and their work in 170 countries.

This is hardly bureaucracy or stifling conformity, as contained in images from the past, nor is it corporate greed and political manipulation. It is a whole new way of working.

who is in the vanguard?

THE STORY OF IBM’S response to earthquakes, terrorist attacks, hurricanes, and the tsunami represents more than simply an example of wonderful people at a great company responding to humanitarian needs during an emergency, though they certainly did that. The story shows more than generosity; it shows that innovation can arise when people seek systemic solutions to make things run in a smarter way the next time.

While IBM is an unusual company and did extraordinary things during these crises, it is hardly alone. It reflects the paradigm for the emerging vanguard companies that pursue their everyday business opportunities in a way that reflects humanistic values and promotes the highest standards in the countries where they operate. This, in turn, helps them grow quickly and effectively, with strong profits and solid reputations. I know that this is hard for some people to believe, because they think of big companies as inherently immoral or, at best, amoral. But the proof is in their actions.

Some companies that qualify for vanguard company status are giants with household names, like IBM or Procter & Gamble (P&G). But many others are emerging from a range of countries and operate in a range of industries. Consider the following examples from around the world.


• Cemex, which began as Cementos Mexicanos in 1906, is one of the world’s largest building materials companies, operating in fifty countries, with a philosophy of improving well-being through innovative industry solutions and a commitment to sustainability. Its Cemex Way methods have helped it grow successfully through significant international acquisitions, improve productivity and working conditions in cement factories in the United States and Europe, and also develop cleaner biofuels. It has raised wages and supported community development in Egypt and has created innovative solutions for affordable housing in rural Mexico. In 2002, Cemex won a World Environment Center Gold Medal for International Corporate Achievement in Sustainable Development, despite being in one of the most polluting industries, because of its commitment to alternative fuels and environmental cleanup.

• Omron, a Japanese electronics company that describes itself as “small but global” (with nearly $7 billion in revenues and thirty-five thousand employees worldwide), invokes its motto—“At work for a better life, a better world for all”—as the impetus for numerous innovations, such as the world’s first online automated teller machines, the world’s first automated train station, a system to increase safety and reduce deaths in industrial laundries, and a blood pressure monitor for women. The Omron Principles, first articulated in 1960, are said to be responsible for its success in acquiring outstanding smaller U.S. companies with similar values, without being the highest bidder and without the usual merger turmoil.

• Banco Real, headquartered in São Paolo, Brazil, makes social and environmental responsibility the centerpiece of its business strategy. Starting early in this decade, it grew quickly to become Brazil’s third-largest and one of its most admired banks. Its strong culture and numerous examples of raising banking and societal standards have made it the survivor following the acquisition of its former Dutch parent, ABN AMRO, by Grupo Santander of Spain. Banco Real’s commitment to the environment reinforced ABN AMRO’s successful effort to encourage the World Bank’s International Finance Corporation to write the Equator Principles, guidelines for environmentally friendly project finance, in 2003, which over sixty major international banks have signed to date.



These are not just random examples of companies doing occasional good; they are a reflection of a comprehensive set of business practices that constitute the vanguard company paradigm. For P&G, its corporate statement of purpose, values, and principles, known as the PVP, is the central tool by which it guides the activities of 140,000 people across the world to deliver excellence to customers and consumers.

In the fullest flowering of the model and its ideal, these vanguard companies strive to be global thinkers building global networks. They seek to be connected within and across countries as a kind of extended family with their partners; they draw on suppliers, distributors, venture partners, or alumni as sources of ideas. They want to raise standards by attempting to operate by one set of values and principles, taking the highest standard as their common denominator and spreading that ethos to the extended family. They try to both globalize, transcending the particularities of place, and localize, attempting to deeply understand the society around them and see where they might innovate and even change their global mind. They seek to use their business prowess to improve society and, at the same time, take social or human needs as a starting point for the business, seeking solutions that propel innovation. What they get out of all this is not only business opportunities and market position but also influence, innovation, employee motivation, company solidarity, and attractiveness to potential business partners, whether independent or acquired.

I think this is a universal model, applicable anywhere companies strive for excellence. My research has taken me and my research group to over twenty countries, where companies in this book have facilities and employees. For example, we were on the ground with IBM in Australia, Brazil, China, Egypt, India, Israel, Russia, Turkey, the United Kingdom, and the United States; with Cemex in multiple cites and towns in Egypt, Latvia, Mexico, the United Kingdom, and the United States; and with P&G in Brazil, China, Egypt, India, the United Kingdom, and the United States. Add our site visits to other companies in Canada, Finland, France, Israel, Japan, Kenya, Netherlands, Singapore, South Africa, South Korea, and Ukraine, and a sizable chunk of the world has been covered.

Differences are obvious, starting with the noise level. African drummers at a Johannesburg conference of mobile phone operator MTN’s top managers from twenty-two African and Middle Eastern countries set a very different tone in terms of clatter and clutter than a quiet Japanese banquet in Kyoto with Omron in serene rooms empty of furniture and artifacts. But each company’s leaders would recognize the management ideals the other company invokes. How to unite people from diverse national cultures in a common cause is a challenge that the vanguard company model tries to address.

I say “tries to address,” because the companies at the vanguard are still a work in progress. They articulate the ideal while still on the journey determining what it means. They have flaws and inconsistencies. They are often the best among their peers, but not always. Most outperformed the industry in the global financial crisis year of 2008, but some did not. Some of them might use market power to muscle the competition out of the picture, which can keep prices high for local customers. Their discipline and work ethic can be hard to live with. They are likely to be apolitical and pick their causes to avoid controversy. They can disappoint some employees because they promise more, which can raise expectations faster than the ability to meet them. The globalism that gives them reach across borders can make them look disloyal in their home-base country and easy targets for populist politicians. The vanguard company model has limits for society too. One company can make a difference but not necessarily change the surrounding system, at least not without multiple collaborators and other institutions such as government driving or spreading the change. And it is not yet clear whether the vanguard companies are exceptions or the rest of the business world will follow their lead.

Vanguard companies are effective because of the combination of talents and resources that they can mobilize. That’s the other meaning of the IBM India tsunami story. Ultimately, a vanguard company is only as good as leaders’ ability to attract, motivate, and retain skilled people and enable them to self-organize and collaborate. It takes smart people to create a smarter planet and to do so profitably and sustainably.

THIS BOOK SHOWS why companies using the vanguard model of managing by values and principles are well positioned to master the challenges of globalization, including the backlash against it. After examining the forces for change in chapter 2, the book looks at the vanguard model first from the perspective of business strategy, showing how companies’ principles provide a guidance system (chapter 3), stimulate high levels of innovation (chapter 4), and help them integrate acquisitions and make big transformations more effectively than common practice (chapter 5). The next part shifts perspective, to examine these issues from the outlook of employees and society—the people who do the work and the places that are impacted by it. The book looks inside vanguard company’s workplaces around the world, exploring the dilemmas of flexibility and empowerment (chapter 6) and individual identity and workforce diversity (chapter 7)—how people get work done and who emerges as leaders in complex but flexible organizations, and how different kinds of people from many parts of the world can get along. Chapter 8 follows vanguard companies out of the office and into society, providing examples of how vanguard companies play a role in the public sphere through community contributions or gain a seat at the government policy table. The final chapters ask the related questions of whether this model answers the critics (chapter 9) and what kind of leadership is required to realize the positive aspirations (chapter 10)—the new work of leaders.

YOU DO NOT have to be a giant to act like a vanguard company
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