

Chapter 1

Do Good, Grow Beyond

With climate risks and inequality increasing, employees, civil society, and governments are demanding more of companies. Firms that can integrate doing good into their core operations will not only positively impact these stakeholders but also deliver higher long-term shareholder returns.

Several years ago, the vice chairman of a US-based global industrial company related to us how governments embracing protectionist policies were now obliging firms like his to invest in their countries if they wanted access to their markets. His firm’s existing strategies, which sought to maximize profits by exporting Western products into developing markets, would no longer suffice in an age of economic nationalism. His firm and others like it would have to take their role as corporate citizens in local markets far more seriously than they had in the past, reorienting their strategies to deliver a broader social purpose as well as profits. Otherwise, they would jeopardize their future growth. “There is nothing wrong,” he said, “with governments . . . asking us what we are doing to further their countries’ development. We have to earn the ‘license to operate and grow’ in these markets.”

Positively impacting all stakeholders (including governments, regulators, communities, customers, employees, and the environment) is the right thing to do in a world of growing inequality and climate risk. But pursuing a purpose and delivering societal impact to multiple stakeholders isn’t just a matter of altruism or righteousness. In many countries and industries, it’s a prerequisite for retaining a license to operate. And, more than that, it’s emerging as a powerful core business strategy for companies seeking to sustain high performance in a volatile era. Integrate a concern for societal impact into your core strategies and operations, and you can create new levers of advantage that directly improve long-term profitability. Unfortunately, many global leaders haven’t yet internalized these possibilities. As accepting as they might be of multi-stakeholder models, they haven’t embraced these models fully to reinvent mindsets, strategies, and operational norms. They continue to limit their firms’ involvement to their traditional corporate social responsibility (CSR) efforts, convinced that doing good for all stakeholders would mean sacrificing shareholder returns—something they’re loath to do.

 

Global leaders are increasingly breaking from this constraining logic, delivering impressive total shareholder returns (TSR) even as they build businesses that positively impact all stakeholders. In updating their mindsets, strategies, and operations, these leaders are attending to total societal impact (TSI), defined by our BCG colleagues as “the total benefit to society from a company’s products, services, operations, core capabilities, and activities.”1

 

Antonio Luiz Seabra, visionary founder of the Brazilian cosmetic giant Natura, is one such innovative leader. When he started Natura in 1969, he was pursuing a purpose that, as Andrea Álvares, Natura’s chief brand, innovation, international, and sustainability officer, told us, transcended a concern for profits.2 Seabra sought to use cosmetics as a means of promoting healthy connections among individuals, society, and the natural world—what the company calls bem estar bem, or “well-being well.”3 This social purpose, derived from Seabra’s philosophical belief in the interconnectedness of all things, permeates Natura’s business strat-egies and operations to this day.4

Consider, for instance, Natura’s distribution strategy. Initially operating out of a small storefront in São Paolo, the company by the mid-1970s developed a direct-sales model similar to what Avon had created in the United States. But for Natura, direct sales wasn’t just another distribution option. Rather, it was, as Álvares notes, “born from an understanding that relationships are one of the strongest, most valuable things.” Natura’s army of female sales consultants formed close bonds with consumers, and the company in turn formed uniquely deep, meaningful bonds with the consultants, energizing them as a salesforce. By 2019, some 1.8 million consultants were selling Natura products (as were hundreds of company and franchisee stores, and online channels).5

Natura didn’t just throw these consultants into the market and ask them to sell. Recognizing that they tended to hail from low- and middle-income families,6 the company provided them with extensive skills training in business and personal development. Together with valuable work experience, this training empowered consultants to become entrepreneurs in their communities and more effective advocates on the company’s behalf.7 For many of the consultants, the association with Natura proved transformative, allowing them to pay for shelter, schooling for their children, and more.8 Consultants in turn became strong brand ambassadors and advocates, helping Natura build strong and lasting relationships with consumers. They also helped make the company more resilient. During the 1980s, when high inflation besieged the Brazilian economy and department stores and other traditional cosmetics distributors closed, Natura’s business exploded, experiencing annual growth of more than 40 percent for the decade, thanks to its direct-sales distribution model.9

As its company name suggests, protection of the environment was another key expression of Natura’s founding purpose. The company began focusing on sustainable development during the early 1980s, long before the practice became fashionable. Today, that focus permeates every part of Natura’s operating model. The company has a complete leadership and organizational structure focused on sustainability and publishes an annual environmental profit-and-loss statement alongside its financials.10 In 2011, it debuted its Amazônia program bent on “promoting new sustainable business based on science, innovation, production chains and local entrepreneurship.”11 The initiative included an innovation center in the Amazon, expansion of sustainable production, and the creation of collaborative sustainable development projects.

Natura’s emphasis on sustainability has long extended to its product and brand strategy. In 1983, the company became an early adopter of refill packages, lowering the company’s carbon footprint while also enabling lower costs and better customer loyalty. In 1995, Natura launched a line of products whose profits were all donated to help provide quality public education to Brazilians. In 2000, the company launched a line of products, Ekos, that made use of recyclable packaging and biodiverse ingredients. In 2013, Natura launched its Sou line of products, whose value chain was optimized for efficient resource usage and whose brand identity centered on the idea that consumption can be socially conscious so long as products are designed with the environment in mind. The company’s products are also completely animal-cruelty-free and, as mentioned, carbon neutral.12 Further, Natura’s branding openly invites consumers to partake of conscious consumption. In 2019, for instance, Natura adopted the positioning slogan “When you care, you create beauty,” evoking the importance of diversity, animal welfare, and environmental stewardship.13

Natura’s production model has supported its broader efforts to build stronger communities and to protect the planet. Sourcing naturally extracted product ingredients from local communities, Natura invests back into those communities, aiming to keep them intact and thriving. By 2019, the company was working with more than five thousand small producers in the Amazon, collaborating on sustainable business models and protecting about 4.5 million acres of rain forest. As part of its production strategy, Natura has invested about $1.8 billion since 2011 into local Amazonian ventures.14 The company has also helped found the Union for Ethical BioTrade, an organization that seeks to maintain biodiversity and a fair split of benefits with local communities, and since 2010 has spent over $370 million studying cosmetics derived from plants and establishing production capacity, creating, as Natura’s cofounder Guilherme Leal put it, “entirely new value chains that simply did not exist before.”15 

In the words of Keyvan Macedo, the company’s sustainability manager, Natura believes that “we could use the social and environmental challenges in society and create new business opportunities—not just business, but sustainable business.”16 Incredibly, Natura has been carbon neutral since 2007, and it was only the second company in the world to develop a methodology for monetizing its carbon emissions.17 “We measure environmental impact along the entire value chain,” Álvares explained. “We innovate our products to reduce emissions, reuse materials. For whatever we can’t fully offset, we use carbon credits that also have a social impact.”18 One carbon offset program, for instance, removed 3.2 million tons of carbon emissions from the environment while also impacting fifteen thousand families and creating two thousand jobs. For its efforts, the company has received the United Nations Champions of the Earth recognition and the Global Climate Action Award, among many others.

Natura’s business success has allowed it to extend its societal impact initiatives far beyond sustainability and women’s empowerment. The company has programs in place to address other important social issues, such as access to health care, access to education, and freedom from gender violence. The millions of sales consultants play an important role, partnering with their communities on relevant local causes.19 “There are a series of things we do to give back,” Álvares said, “and we have found ways to monetize that social impact for the society.” In fact, as the company has calculated, it has generated 31 Brazilian reals of value for society for every real invested in the Natura Carbon Neutral Program.20 In 2014, Natura became the first public company to achieve status as a B Corp,21 a designation awarded to firms “that meet the highest standards of verified social and environmental performance, public transparency, and legal accountability to balance profit and purpose.”22 This was a huge accomplishment for an organization of Natura’s size.

Today, as Roberto Marques, Natura &Co chairman and chief executive of the group, told us, total societal impact “permeates the way the company thinks and operates.” He added that societal impact has been a “competitive advantage for so many years” and that it remains even more so today given the concern of younger generations for sustainability. The company’s purpose and societal concerns have come to define the firm’s brand and reputation among communities, governments, consumers, and investors. It has also helped Natura in its aggressive program of global expansion fueled by acquisitions, including Aesop (2016), the Body Shop (2017), and Avon (2020). Since all these firms have missions or purposes consistent with Natura’s, integrating them has been that much easier for the company. Natura has also become a magnet for young employees and has built a strong leadership corps, with executives joining Natura to work for a company with similar beliefs in a sustainable business model.23

Natura’s purpose-driven operational model has benefited shareholders as well as society and the environment. Between May 2004 and September 2019, the company’s valuation increased by a factor of approximately fifteen, between two and three times as much as the Brazil 50 index average. The company has also outperformed other large global beauty companies like L’Oréal, Estée Lauder, and Shiseido, its share price increasing by nearly twice as much as Estée Lauder, the second-best performer in this peer group.24 All told, Natura is an impressive example of a company that has managed to grow beyond great by endeavoring to do good.

Your company has likely taken important steps to address pressing social and environmental problems, but how far have you transformed your core strategies to deliver social impact in addition to profits? As Lord Mark Malloch-Brown, chairman of the Business and Sustainable Development Commission, remarked, “There’s . . . a realm of difference [between] those who are trying to make sustainability part of their core business strategy and those who still see it as an ‘add-on.’”25 Leading-edge companies understand this difference and are reshaping strategy and operations to pursue social and environmental goals without sacrificing profits. They’re not only becoming more environmentally sustainable, more responsive to local governments and communities, and more supportive of employees and suppliers. Like Natura, they’re leveraging these efforts to open new levers of advantage and long-term profitable growth.

Their precise strategies vary. Our analysis of high-performing and socially responsible firms has uncovered three distinct strategic pathways firms are using to benefit the wider society and deliver sustainable benefits for shareholders. Each socially responsible pathway enables firms to gain a distinct business advantage, such as the chance to tap new markets and customer segments, galvanize employees to innovate, or forge more productive and collaborative relationships with local government and communities. Let’s examine these different pathways that combine TSI and TSR, focusing on three marquee firms from around the world. But first, let’s understand a bit better why societal impact has become such an essential strategy for global firms.

The Push for Total Societal Impact (TSI)

During the late twentieth century, most leaders of global companies felt obliged to serve one master above others: investors. The game, they thought, was to maximize returns to shareholders, and they left it to governments and nongovernmental organizations (NGOs) to solve global warming, poverty, water scarcity, and other abiding societal problems. The economist Milton Friedman justified this view, writing, “There is one and only one social responsibility of business—to use its resources and engage in activities designed to increase its profits.”26 In line with this philosophy, many companies channeled a portion of their profits to fund CSR initiatives—that charitable action felt good to leaders, and it was good for the brand. Yet CSR was always thought of as “the ‘poor cousin’ of the business world,” as one CEO has noted, even as the need to address environmental, social, and corporate governance (ESG) goals mounted.27

Today, companies and leaders know they can no longer sit on the sidelines when it comes to social and environmental issues. Problems like climate change, inequality, and pandemics are worsening, requiring action beyond what government alone can manage and fueling public demands for business to take responsibility and show leadership. As Roberto Marques told us, “If the world dies, we won’t have a business.”28

Stakeholders also have more power than ever to hold individual firms accountable for taking action. With the democratization of media, the public enjoys unprecedented access to immediate and reliable information about companies, their operations, and their impacts. Standards, metrics, and data relating to ESG issues are becoming more plentiful and reliable. In 2018, 86 percent of the S&P 500 included data about their sustainability performance in their annual reports.29 Reporting on ESG performance was becoming an industry in itself, estimated to be worth over $400 million by 2020.30 Even more information about companies will become available in the years ahead. In 2018, investors representing $5 trillion in assets requested that the US government require public companies to disclose standard ESG measures relevant to their businesses.31 That same year, Chinese regulators announced that, by 2020, listed companies in that country would also have to disclose data on ESG performance.32

In our age of transparency and mounting global crises, consumers no longer simply seek a satisfying product, service, or experience from companies with whom they do business. They expect that companies will minimize their negative impacts on society and the environment and even contribute solutions to pressing problems. Research shows that a strong majority of consumers around the world make purchasing decisions based on societal or environmental considerations.33 Politics play a role, as consumers are becoming increasingly polarized and eager to express themselves via their buying choices. One survey found almost a third of Generation Z consumers globally have refused to do business with a brand they regarded as unsustainable, while in the United States over 90 percent of millennials would leave brands that didn’t advocate for a cause for ones that did.34 Over three-quarters of Americans indicated they would express their displeasure with a brand whose stances clashed with their beliefs by boycotting the brand.35 

These shifts translate into actual business results. When Indra Nooyi took over as PepsiCo’s CEO in 2006, the company and its peers were facing consumer concerns around the health effects of carbonated beverages, rising demands for a “soda tax” by activists, and questions around the sustainability of its production processes (including its water usage). Determined to reinvent the company and deliver positive benefits to all stakeholders, Nooyi in 2006 introduced a new vision for the company called Performance with Purpose (PwP), which integrated sustainability and purpose into the company’s core operations. As Nooyi remarked, the strategy reflected a recognition that “our success—and the success of the communities we serve and the wider world—are inextricably bound together.”36

To bring PwP to life, the company pursued a strategy aimed at delivering top-tier performance for all its stakeholders by focusing on three pillars: “Improving the products we sell, operating responsibly to protect our planet, and empowering people around the world.”37 PepsiCo made its existing products healthier (eliminating excessive sugars, saturated fats, and sodium while removing trans fats entirely) and built a portfolio of healthy products. It hired its first chief scientific officer to help it focus on improving current products and drive its investments in new products. To operate more responsibly, the company launched a sustainable farming program (SFP) designed to make farming more productive and profitable for growers, reduce farming’s impact on the planet, and support the rights of farm workers. To empower its people, the company started PepsiCo University, with online courses that helped associates upskill, and it also placed a greater focus on ensuring the diversity of its workforce.38

These efforts have yielded tremendous benefits for all stakeholders, including shareholders. By 2016, “good for you” and “better for you” products accounted for about 50 percent of the company’s revenues, up from 38 percent a decade earlier.39 By 2018, PepsiCo sourced over half of its crops directly from farmers in the SFP, and by 2016 its water usage in its legacy operations had become 25 percent more efficient.40 The company also greatly improved the diversity of its workforce, with women holding 40 percent of its global managerial positions in 2018.41 All these social benefits have accompanied similarly impressive financial performance. Between 2006 and 2017 (Nooyi’s last full year as CEO), PepsiCo’s TSR was nearly double that of the S&P 500.42 Since taking over from Nooyi in 2018, PepsiCo’s new CEO, Ramon Laguarta, has built on this strategy, further elevating a sustainability agenda by articulating a vision of Winning with Purpose.43

Governments and local communities are also expecting more from companies in exchange for the right to operate. Recognizing that government bodies at all levels can’t bring about a more sustainable future on their own, elected leaders, officials, and activists are looking to business to fill in the gap. “Governments must take the lead with decisive steps,” former UN secretary-general Ban Ki-moon has said. “At the same time, businesses can provide essential solutions and resources that put our world on a more sustainable path.”44 Governments in emerging markets such as India and China have long run more tightly regulated economies based in part on the belief that businesses must operate on society’s behalf. (India, for instance, was the first country to mandate that companies invest in CSR.)45 Enterprises seeking to grow in these and other markets will have to respond to local governments’ concerns and demands, demonstrating their commitment to impact society in positive ways. Doing so makes enterprises more resilient, especially if they operate in industries like mining, oil and gas, and pharmaceuticals, which are heavily regulated or otherwise susceptible to strong government or community pressures.

Employees and investors seek more from companies too. Top talent is gravitating toward firms that share their eagerness to make a difference. In one survey, 92 percent of entry-level employees and students indicated their desire to work for an environmentally conscious company.46 Investors likewise are clamoring for more sustainable strategies from companies. One survey found that 80 percent of investors make values-based decisions when picking where to channel capital.47

Evidence is mounting that companies that pursue sustainable business strategies deliver superior returns. Funds of sustainable companies are less volatile than those of traditional companies, with 20 percent less market-value deviation on the downside.48 A study spanning the years 2009–2018 found that a company’s commitment to social impact seemed to be correlated with higher valuation, lowered volatility, and improved returns.49 And another review found that in 80 percent of cases, a multistakeholder approach boosted companies’ stock prices.50 Because of investor demand, pursuit of a broader social purpose is increasingly helping companies gain access to capital. In recent years, the CEOs of many leading investment firms have expressed their intentions to pursue sustainable investing strategies. Pressure from investors is poised to become even more intense. “Over time,” Blackrock CEO Larry Fink wrote in his much-read 2020 letter to CEOs, “companies and countries that do not respond to stakeholders and address sustainability risks will encounter growing skepticism from the markets, and in turn, a higher cost of capital. Companies and countries that champion transparency and demonstrate their responsiveness to stakeholders, by contrast, will attract investment more effectively, including higher-quality, more patient capital.”51

Our BCG colleagues estimate that by 2023, $45 trillion will flow into socially responsible assets.52 The larger private equity firms have created targeted funds related to sustainability and social impact, including KKR’s Global Impact Fund, TPG’s Rise Fund, and Bain Capital’s Double Impact Fund. Other companies are unveiling new ESG investment funds, adding an ESG dimension to existing funds (by refusing to invest in noncomplying companies and becoming more active as investors), and counseling clients on how to integrate ESG into their broader portfolios.

Three Pathways to Delivering TSI and TSR 

Leading-edge companies implementing TSI as a strategy are now asking not just how each decision, asset, or business process will help generate profits but also how each will benefit communities and society at large. And yet delivering societal impact can remain disconnected from core operations unless leaders understand it holistically, linking and tracking its effects on the enterprise’s operations and performance just as leaders do to maximize TSR. Recognizing this, our BCG colleagues have conceived of TSI as a carefully constructed and evolving set of strategies and related metrics across six key areas: (1) economic value, (2) consumer well-being, (3) ethical values and principles, (4) environmental sustainability, (5) social enablement, and (6) governance. As the chart on the previous page shows, these six areas map onto the United Nations’ key sustainable development goals. Strategies and metrics for these six areas will vary depending on a company’s industry and the impact area in question. As our BCG colleagues have pointed out, companies will find it easier to measure TSI in some areas than in others.53
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Used alongside TSR when formulating corporate strategy, TSI captures the sum total of effects an enterprise’s operations and offerings have on the outside world. To connect TSR strategy to TSI, leaders must think through each of the six areas to determine how they can most accurately measure the operational benefits and harms their companies have on society and the environment. Next, leaders should locate the biggest challenges that threaten the firm’s future existence and growth, connect these challenges to the firm’s core competencies and offerings, and identify tangible and intangible impacts of the firm’s strategy. Leaders should also apply a TSI lens when making decisions about strategy, operations, and resource allocation, seeking to maximize the net positive society impact they are having across the six dimensions. As leaders arrive at these TSI strategies, they can also distill from them a defining purpose or reason for being around which the entire organization can rally—not just a mission statement but an animating reason for being. “The most powerful—and most challenging—way to enhance TSI is to leverage the core business, an approach that yields scalable and sustainable initiatives,” our BCG colleagues observed. “If well executed, this approach enhances TSR over the long term by reducing the risk of negative events and opening up new opportunities.”54

The specific models companies will adopt via an evaluation of TSI vary widely across industries and even within them. Nevertheless, our research has revealed three distinct pathways that leading socially responsible companies are following, either singly or in combination, to deliver their net societal impact while also realizing exceptional growth and shareholder value. These pathways are not the only ones that will garner firms a winning business advantage by pursuing TSI, but they are among the most effective and promising approaches we encountered in our research. Let’s take a look at each in turn.

Pathway #1: Build New Business Models That Make Innovative Products and Services More Widely Available

Companies can dramatically improve the welfare of local communities or embolden environmental sustainability efforts by endeavoring to make their products and services more readily available to customers who might otherwise not enjoy access and by using their innovation engines to support marginalized individuals and communities.

 

A great example here is Mastercard. The company had made a significant commitment to delivering social benefits since its initial public offering in 2006. Upon becoming CEO in 2010, Ajay Singh Banga intensified and scaled these efforts. As a matter of principle, Banga believed leaders needed to abandon their narrow fixation on shareholders in favor of a systemic awareness. “Businesses are part of the global ecosystem,” he has remarked. “And ecosystems, by definition, require balance and diversity. They also require a point of view larger than oneself and longer than the immediate future. They require an understanding that we are stronger as a connected whole than as isolated actors.”55 It is vital that these efforts be commercially sustainable and scalable, and at Mastercard there is a focus to make “doing well by doing good” business as usual.

Banga and other leaders wanted to see Mastercard use its core businesses to promote and benefit from social impact, not simply deliver it peripherally via philanthropic initiatives. And the way to do that was to broaden Mastercard’s presence in developing countries. As leaders saw it, the company had an opportunity to help underserved populations gain access to financial services and digital solutions so that they could create wealth, help build their local economies, and digitally connect to ecosystems and marketplaces. Over time, these marginalized segments of society could potentially spawn new customers for Mastercard, fueling the company’s growth. “Our core business is building the digital infrastructure to give people access to business and commerce,” said Tara Nathan, EVP of humanitarian and development sectors. “We now ask how we can extend the same core capabilities to the marginalized segments and population.”56

The company’s new TSI strategy had an even stronger business logic to it. Fintech companies exploded during the 2010s, and their mobile payment solutions threatened to disrupt traditional credit card firms.57 Additionally, Mastercard was becoming increasingly aware of the economic and social benefits of creating inclusive cashless economies. In response to these realities, Mastercard sought not merely to develop leading-edge digital payment solutions but to pilot and actively market those solutions in new markets, especially developing countries. Banks were often scarce in these markets, leaving consumers bereft of access to financial services and cut off from the digital economy. Like its peers, Mastercard believed these consumers would leapfrog traditional financial products and services and move directly to digital solutions. The company innovated to deliver these new digital solutions, partnering with governments and NGOs to gain access to new consumer pools as they emerged. This would allow the company to build up trust and brand recognition and gain an edge over competitors while delivering significant benefits to these underserved communities. 

Mastercard had previously launched its Mastercard Foundation, an independent organization created with a gift of shares in 2006, in hopes of serving as “A Force for Good” and with a special focus on projects in Africa.58 To realize its new TSI strategy under Banga, Mastercard has gone further and created the Mastercard Strategic Growth division as a vehicle for driving forward commercially sustainable social impact efforts, built around inclusive growth initiatives, novel business models, and innovative partnerships. This division encompasses a range of business units linked to areas such as government engagement, humanitarian and development programs, donation platforms, and enterprise partnerships. As part of these efforts, in 2018 Mastercard established the Center for Inclusive Growth to oversee its corporate sustainability, data for good, and corporate philanthropy activities. The company subsequently committed $500 million to the center (with the first $100 million granted in 2018). As Tara Nathan told us, the emphasis was no longer on simply writing a check, as it had been in the past. “We began to hear more ideas about creating mobile apps or payment technologies—and it piqued our interest . . . It became obvious that we could help design the right solution for the context and desired outcome.”59

Mastercard has additionally sought to embed sustainable innovation into its core businesses rather than relegating it to a detached philanthropic endeavor. For example, the company committed to “connect 500 million individuals with financial services” and to cutting its greenhouse gas emissions by one-fifth by 2025.60 Leaders got behind these social impact goals, giving teams across the company permission to experiment with new markets, emerging technologies, and alternate key performance indicators (KPIs), knowing well that the company might not see a return on its investments immediately.

In Uganda, the company partnered with the Ministry of Education and UNICEF to launch a mobile platform called Kupaa. The platform has allowed more than one hundred thousand parents and guardians to make secure tuition payments remotely in small increments instead of as lump sum payments as traditionally required. Beyond rendering it more economically feasible for children to attend school, the platform allows schools to manage payments efficiently and to track teacher attendance and other performance indicators, giving governments more data to use during decision-making.61 

In East Africa, Mastercard partnered with the Gates Foundation to establish the Mastercard Lab for Financial Inclusion, which focuses on designing, testing, and ultimately scaling new products that support marginalized communities. One of its innovations was a platform called Mastercard Farmers Network, which connects smallholder farmers with buyers. Accessed via smartphone, the app allows farmers more access to market information, empowering them when negotiating and selling their production. By using the platform, farmers can also build a digital financial history, which will help them in the future to secure financing and participate in the formal economy. Farmers can access the platform at no cost, and Mastercard makes this a commercially viable business by charging other actors in the agricultural ecosystem that benefit from improved knowledge and connection to smallholder farmers.62

Other innovation projects in recent years have included a technology platform that supported South Africa’s Social Security Agency to make disbursements to low-income consumers and a platform that allowed a network of NGOs to distribute aid to needy populations in remote areas that lacked conventional infrastructure.63 As of early 2020, the company achieved its goal of bringing more than five hundred million hitherto financially excluded individuals into the digital economy. Now, Mastercard is going beyond—to extend financial inclusion to a total of one billion people by 2025 and to enable an additional fifty million micro and small merchants to connect to the digital economy.64

Mastercard’s efforts to help millions of consumers access financial services have enhanced its core business performance, allowing the company to tap into new large high-growth markets and to gain valuable insights into how best to serve emerging consumer groups. It has also helped the company build new partnerships with governments and NGOs and across various industries within the private sector while enhancing brand recognition and reputation. An added benefit: the new markets Mastercard has tapped are often countercyclical, affording the company more resilience in the face of economic downturns elsewhere in the world. As Mastercard’s reputation has soared, top talent has flocked to its doors, energized by the company’s social purpose (Nathan estimated that about 60 to 70 percent of its new hires chose the company on account of its social impact).65 In a 2019 Great Place to Work study, 93 percent of Mastercard’s employees agreed with the statement “I feel good about the ways we contribute to the community,” and an equal percentage agreed with the statement “I’m proud to tell others I work here.”66 Shareholders have benefitted handsomely. Between 2010 and 2019, Mastercard’s average total shareholder return rose by 37 percent annually, far outpacing its peers, which delivered only a 14 percent average annual increase, and the S&P 500 (a 9 percent increase).67 In 2019, Fortune ranked Banga among its top ten businesspeople of the year, noting that “Mastercard has emerged as a poster child for how legacy players in financial services can embrace and adapt to a rapidly evolving environment.”68

Mastercard’s externally facing TSI strategy, delivered through its core operations and teams, has set the stage for growth by unlocking future markets and customer segments even as it delivers huge impacts to segments of society that lacked access to banking. But the strategy does require patience and buy-in on the part of senior leadership, in particular a recognition that sustainable initiatives might require more time to mature and yield benefits than traditional businesses would. As Tara Nathan told us, “You have to have the intestinal fortitude to be in it for the long term. You have to have patience. This is very difficult for quarterly earning companies. You have to actually understand the ROI of the investment you are making. ROI is there; you have to be willing to see it.”69

Pathway #2: Embed Societal Needs into Internal Processes and Functions to Deliver Impact

Some companies are actively embedding societal impact into key internal functions. For example, some companies actively





























Beyond Great Leadership

So here you have them: the nine strategies you need to build a new business-operating model for global companies, one that enables them not merely to survive but to thrive in an era of social tension, economic nationalism, and technological revolution. These strategies level the playing field for large incumbents, giving companies as diverse as John Deere, Whirlpool, Microsoft, TCS, and ING (to name a few) the tools they need to thrive and grow. Firms employing our nine strategies gain a new ability to remain resilient in the face of unpredictable, rapidly changing market conditions, positioning themselves for enduring success. But we have yet to address an important question: What does our new era mean for leadership? Let’s say you’re the new CEO of a global firm, or you’ve just been nominated by the board’s selection committee to become one, or you aspire one day soon to receive a nomination. What specific leadership traits or mindsets will you need to succeed? How should you best approach leadership so as to leave a strong legacy of growth, financial success, and meaningful social impact?

We wish we could offer a simple framework that encapsulates everything you’ll need to do, but that would trivialize the task at hand, and it would also fly in the face of what we have learned from the many leaders who have contributed to beyond great. Instead, we close the book by offering some reflections gleaned from our many interviews with leaders who were, in one way or another, moving swiftly to go beyond great. These conversations suggest that beyond great leadership would appear to consist, in its essence, of six fundamental imperatives.

First, leaders must lead with conviction to positively impact society. As we saw in Chapter 1, stakeholders are demanding more of companies. If they want their firms to thrive, leaders must abandon traditional strategies bent only on maximizing returns to their shareholders and measure themselves against a higher bar: the ability to impact all stakeholders positively. With pandemics and pandemonium to contend with, employees and customers are increasingly desperate for meaning, and they long to associate themselves with organizations that are inspired and guided by a sense of purpose. They also look skeptically on organizations that have espoused purpose in the past but have stopped at surface purpose—posters and slogans but nothing more. Employees and customers are looking to—and longing for—leaders who understand their human need for meaning and are taking the actions required to benefit society in profound ways.

Reflect seriously on how you and your firm might engage to address social and environmental problems. To deliver total societal impact, you’ll have to take it personally. It’s not enough to simply believe in TSI—you must become your firm’s chief purpose officer. As Siemens’s CEO elect Dr. Roland Busch told us, “The leader has to define what the company stands for, which goes above and beyond the latest and greatest technology, and [he or she has] to give something meaningful to the company.” In particular, the CEO must galvanize operational leaders and managers. Otherwise, a disconnect will emerge, and business units will pursue business as usual.1 Satya Nadella put it starkly as well, remarking, “The most useful thing I have done is to anchor us on the sense of purpose and mission and identity. There is a reason we exist.”2

Second, leaders must pivot from a command-and-control mindset to a more collaborative, agile-friendly approach. For centuries, leadership has largely entailed some form of command and control. Leaders have set the direction, commanded people to follow it, and instilled a set of controls to ensure that they comply. This orientation remains deeply embedded in the psyche, experience, and practice of most leaders today. Because going beyond great requires speed in a volatile world, leaders must break with the past and take a much more open and collaborative approach. Rather than trying to exert control at every turn, leaders must focus on gaining alignment and then granting autonomy. They must empower and coach, pursuing pace over perfection. Beyond great leadership also requires leaders to role model agile ways of working for others in the organization.

Natura &Co chairman and chief executive of the group Roberto Marques pointed out to us that no leader can hope to have all the answers in a world that is changing as rapidly as ours. Instead, leaders have to recruit others with the capacity to develop solutions, amplifying and expanding their efforts rather than directing them. “You have to empower your teams,” he said, “understanding that there are going to be people on the ground business and functional areas that will have the right answers, and that will know more than I do.”3 As he further remarked, leadership today entails having the self-awareness to acknowledge you don’t even know what you don’t know and the humility to listen to others. Leaders have to communicate well, “reaching out to the organization in a way that will allow you to get information back that will help you make the right decisions and course correct when necessary.”4

Third, leaders must guide their firms to become far more open-minded toward their peers—small and big, in the industry and beyond—than they were previously. Firms long have sought to deliver value to customers by deploying strategies limited almost exclusively to the firm itself. Relationships between companies that did exist were formal, and partnerships with customers and competitors were rare. Leaders regarded their companies as operating within a closed system, with competitors located squarely outside. It wasn’t uncommon to see banners in production facilities exhorting workers to beat the enemy—the primary competitor.

As we saw throughout this book but especially in Chapter 4, companies today are increasingly delivering value by participating in open constellations or ecosystems of companies across industries, sizes, and geographies that can include competitors. As Tata Group chairman (and former CEO of Tata Consultancy Services) N. Chandrasekaran remarked, the power in markets “is shifting from companies to ecosystems.”5 Each company must decide what role it might play in its ecosystems so as to create a favorable balance between the value it contributes and gleans. Leaders today must not only embrace this radical new mindset, sourcing ideas and talent from beyond the firm and constantly seeking out partnerships to deliver greater value. They must also help their people to do so as well. Natura’s Roberto Marques noted that constant open two-way communication across a broader ecosystem (which in Natura’s case includes tens of thousands of employees as well as millions of customer-facing sales consultants) is “the oxygen for the organization to continue to evolve.”6

Fourth, leaders must elevate and embed a continuous learning mindset. Going beyond great challenges many implicit and explicit assumptions about what it takes to succeed and thrive. Leaders must unlearn old ways of seeing, thinking, and acting in favor of something new, and they must do it on an ongoing basis. As colleagues of ours have pointed out, the capacity for constant ongoing learning will undergird a company’s (and an individual’s) ability to compete.7 As a leader, you must be prepared to spend far more time and energy learning than you have in the past. With technology, customers, and external conditions evolving so rapidly, you can no longer take for granted your existing assumptions about your business. As Tata Group’s N. Chandrasekaran reflected, “Every company has to ask this, from the perspective of my product or service—what is my new value chain? Or what ecosystem do I fit in? Unless you have clarity in this, you can’t build a good strategy.”8 Leaders must also model for the rest of the workforce the intellectual flexibility and dynamism that employees, too, will need to display during their careers as they partake of upskilling and reskilling.

As Siemens’s Dr. Busch related, staying tuned and learning is the only way to stay abreast of technology. Accordingly, he makes a point of traveling once or twice a year from Germany to the West Coast of the United States to meet with both large IT firms and start-ups, simply to gain an understanding of their activities. He encourages middle managers at Siemens to do the same. “I really care about this,” he said, “and hope that the layers [of management] below me are mimicking me, saying, ‘Oh, if this guy does it, I have to do the same.’ ” On one occasion, Busch took his core leaders to a two-day workshop in San Francisco to meet with technology firms. “We talked about technology development and how they see Siemens and our ecosystem, what its shortfalls are, how we might be able to improve it. It was really a 360-degree meeting, so to say, it was amazing.” Busch added that learning in his view encompasses not simply technology but personal growth as well. Leaders have to “stay curious and [embrace] lifelong learning. If you give up on this, you have lost already.”

Fifth, leaders must embrace transformational leadership. As we’ve seen, always-on transformation has to become business as usual in our era of disruption and change. The risk, of course, is that people in organizations attempting such an ongoing never-ending evolution will become overwhelmed and fatigued. To avoid such malaise and buttress an organization’s capacity to thrive on constant change, every leader must become a transformational leader, embracing a holistic human-centered approach that entails engaging simultaneously with the head, heart, and hands. Leaders must provide clarity of direction, pursuing an iterative process in which they take stock of the disruptions the company faces, envision a future across the nine strategies, and align the organization to embark on the journey (head). They must motivate and inspire teams to behave more confidently and perform at their best, demonstrating care and empathy, actively listening, and coaching and empowering everyone (heart). Finally, leaders must mobilize their organizations in the more open, collaborative approach to executing and innovating with agility described previously, encouraging practices that foster creativity and agility (such as colocation, daily stand-ups, working in sprints, and fast-cycle learning) and emphasizing the need to invest in and develop much-needed capabilities both human and digital (hands). Microsoft’s Satya Nadella has embodied a head-heart-hands leadership model at Microsoft, describing respectively how important it is for leaders to “create clarity,” “generate energy,” and “deliver success.”

Sixth, leaders in the twenty-first century must develop a new ability to navigate through ambiguity, tension, and paradox. If you think back through the three disruptive forces, the nine strategies, and the specific ways that the companies we studied have approached and implemented these strategies, you find that they confront leaders with a number of significant paradoxes. Leaders must steer their organizations to learn, rethink, and experiment on the one hand and ground their organizations in elements of the business that are stable and unchanging. They must compete ferociously with their peers and collaborate with them as never before. They must push their companies to be both global and local. They must cultivate fluidity and stability in the organization. Great during the twentieth century meant pushing hard on one element of a binary and excelling. To go beyond great, leaders must feel comfortable with handling both elements of a binary, and they must help their people feel comfortable as well.

When leaders go beyond great, they embolden their companies to take charge of their own destinies and master our volatile global business environment rather than remain imprisoned in it. Rather than simply growing their existing businesses, their companies broaden their horizons and launch boldly into entirely new competitive spaces. Each of the leaders consulted here—Chandrasekaran, Marques, Busch, and Nadella—exemplifies beyond great leadership. Each has led his firm to execute a number of the nine strategies, delivering peer-leading shareholder returns while creating an organization that is resilient, socially responsible, and a magnet for young talent. Each has fundamentally transformed his firm: Chandrasekaran made TCS more agile, innovative, and entrepreneurial; Marques led Natura to build a unique relationship-driven operating model founded on the idea of collaborative networks; Busch is helping his organization adapt its strong, internally focused, technology-driven culture to become more open and sensitive to global issues and local markets; and Nadella rallied Microsoft around a bold new purpose.

What legacy will you leave? As you pursue the nine strategies for building new forms of competitive advantage, galvanize your people to pursue a broader social impact as well as shareholder returns. Become more collaborative and less directive. Treat others in your space as collaborators as well as competitors. Exemplify a growth mindset. Become a transformational leader. Embrace ambiguity, tension, and paradox. The journey beyond great is wonderfully fulfilling and enriching for everyone involved. And it all starts with you.
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