CHAPTER ONE

STORIES FROM
THREE CONTINENTS

Boldness in business is the first, second, and third t2ing.
H. G. BonnN

Over the years I have had the good inrtune to work with some
extraordinary business leaders, helping them discover and pursue
a variety of paths to growing Respensible Businesses. Each of the
following stories introduces scme remarkable people and demon-
strates how a business, whernic takes responsibility for the health
and evolution of the whol¢, actually increases the equity of stake-
holders. Each story illuscrates the effect of being responsible on
one of the five keystakeholders: customers, co-creators (employ-
ees, contractors, suppliers, and so on), local communities, the
planet Earthy and investors. In later chapters, these stories will be
filled in and elaborated on to show how a Responsible Business
works to integrate all of its stakeholders.

Each story focuses on a particular business, although one
ended up affecting an entire Fortune 500 corporation when the
leader eventually went on to become CEO, president, and chair-
man of the board. Some of the businesses are large, some small;
some public, others private; some local, others global.

HERBAN FEAST: CARING FOR CUSTOMERS

BJ Duft, founder of Seattle catering company Herban Feast, is
widely celebrated by his customers and community for his
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environmental ethic, his commitment to small local farmers and
businesses, and his dedicated and creative staff. His award-winning
green business stands out in a city known for green businesses.
But it wasn’t always that way.

BJ started Herban Feast as a young entrepreneur with a con-
flicted sense of how to manage a company. He came out of the
hotel industry, and all his reading and training emphasized the
need to focus on managing costs and reducing waste. During
the company’s early years, B] and his chefs managed for better
costs and efficiencies first. They believed that only once this
vital bottom line was addressed could they become creative
and unique.

BJ is by nature social, engaging, and funny—the kind of
perfect host who really ought to succeed in the catering -business.
He is interested in people’s unique qualities and dire stories. He
peppers his own conversation with personal stories and seeks to
bring his authentic self to his relationships' Fut the traits that
make him so likable have also made it dispiriting for him to
restrict his time and energy to efficien< issues. The cost-saving
requirements of the catering industry hiave seemed to deny the
expression of his creative and gregarious nature. Furthermore,
they also put severe limits on his ability to be successful.

In general, the catering ii'ustry is dominated by two types of
players. At one end of the:spectrum are large hospitality com-
panies, especially hotels; that offer package deals that include
accommodations, meeting space, food, and other amenities. At
the other end arc imdividual homemakers or chefs who rent a
kitchen and fina work by word of mouth. Caught between are
midsized operations like Herban Feast.

Catering is competitive and caterers can easily end up compet-
ing against each other to keep prices low. Even in the relatively
high-end market of weddings, catering and food tend to be an
afterthought organized by wedding planners or the hosting facil-
ity. Tradition holds that the distinctiveness of a wedding comes
from the bride’s dress, the decorations on the table, the site, and
the party. Food contributes little more than a major line-item
expense to be managed.

Operating within this context, Herban Feast was a modest
success: a good, solid, but unexceptional caterer competing on
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price and good service with hundreds of other caterers in the
Seattle region. BJ’s clients were attracted to his warmth, but
beyond that he was hard pressed to offer anything especially
distinctive.

As the company grew, BJ became increasingly uncomfortable.
Similar to other caterers, he had problems with turnover and staff
discipline, which made it difficult to field people experienced
enough to handle large events. He came to fear growth because
he wasn’t sure that by himself he could keep up with his business
as it and the events it catered grew larger and became more
complex.

BJ also wasn’t getting media attention because nothing made
him stand out from anyone else. He couldn’t figrure out how to
create a public identity strong enough to mak< people want to
tear out the story in the magazine or newspaj<r. It dawned on
him that a company that isn’t doing something creative won’t get
invited to do events where creativity is called for.

In one of our early conversations; 3] and I talked about the
essence of his company. We discevered that his original inspira-
tion to create Herban Feast was t'ie idea of authenticity, in food
and in relationships, and the-<lesire to provide people with eating
experiences that would neurtish their bodies and lives. He made
a decision to stop focusing his energies on minimizing waste and
maximizing efficiency---an uninspiring vision for any company—
and instead to ac@icate himself to creating truly memorable
and meaningfui events. Each wedding, meeting, and party was
to become an authentic source of joy for his clients and for his
entire tean.

BJ reconnected to the idea that his customers provided the
meaning and reason for his business. Through deepening his
relationship with them, he realized what he most wanted his busi-
ness to be: creative, expressive, and a source of beautiful food and
unique service. He understood that his customers, especially
those who came for special events such as weddings and retreats,
were looking to him to create meaningful experiences. They
wanted stories that they could remember forever, ones that
reflected images of their best selves. His company was being
called on to write, cast, and perform plays that celebrated its
clients’ lives.
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This insight about the company’s relationship to its customers
also transformed BJ’s relationship with his staff. He had struggled
with people’s failures to follow through on instructions and their
apparent inability to think for themselves. None of his staff seemed
to love their work, and that was evident in their lack of energy
and spirit. B] couldn’t see that these diverse problems had a single
source. His company had its eye on the wrong thing. By shifting
focus away from standards and controls and toward the lives of
his customers and staff, B] brought Herban Feast to life.

BJ and I collaboratively engaged with the staff in an exhilarat-
ing conversation about the lives of their customers. Soon after,
one caterer had a concrete experience of the transformation that
can come only from seeing through the customer’s eyez, She was
working with a particularly difficult wedding party. who were
making exceptional demands. They wanted speciai-snacks and
drinks while getting ready and seemed to forget that the folks in
the building were caterers, not personal attendaats. The caterer
reported feeling at her wit’s end about hoy’ . get her list of things
done before the dinner started in the n¢Xt room.

As she carried in a glass of juice (1ot her job) she heard the
bridesmaids in the hall being chastized by another member of the
wedding party for their impatieizce with the bride. Then she
heard something that changéd everything. One bridesmaid asked
the others, “Well, how wotild you feel if you lost your mother just
four months before the wedding you had been planning with her
for a year?”

This moment imade a huge impact on the caterer, who couldn’t
imagine simultaneously planning her own wedding and losing her
mother. As she told her colleagues later in the debrief, “Everyone
has a life we don’t know about.” The bride had not included this
telling detail in her interview, but the incident educated the
caterer who overheard it. She became a champion for listening
for what is left unsaid. “Work with a caring ear,” she advised her
colleagues.

BJ’s employees no longer represented a continual source of
risk. They became improvisational collaborators. They were no
longer food servers; they were storytellers. Herban Feast became
the best improvisational theatre group in the region. Preparing
for each event, one or more of the staff would learn about and
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open up to the clients, inviting them to share their dreams, their
stories, and who they were trying to become. This intimacy enabled
the Herban Feast crew to empathize and adjust their “perfor-
mance” to create a perfect fit. Everyone participated—from
kitchen help to waitstaff to parking valets—all aiming to create a
whole, authentic, and meaningful experience for everyone
involved in the event.

As a result, Herban Feast has become the most visible and
sought-after caterer in the region. BJ is regularly featured in
magazines and television interviews, and his company’s excel-
lence, authenticity, and innovation inspire audiences. Herban
Feast’s “green” weddings and events have made it the caterer of
choice for a growing clientele who wish to live theirvalues without
compromising the quality of their celebrations. Aia BJ has evolved
in his role. His team shares his vision, and he reinains connected
to them in their work.

KINGSFORD: CREATING COLLABORATIVELY

In 1985, I began working with W:ii Lynn, president and general
manager of Kingsford, on a major effort to transform the company.
Kingsford, a business within ©lorox, makes charcoal and related
products for backyard harbeques.

When we began “ur work, Kingsford was facing the enviable
problem of rapid growth, which had created some real chal-
lenges. The corapany had outstripped the capacity of its
manufacturing facilities. It was hiring new people, trying to bring
them up ta speed quickly, but this created serious safety problems.
In the process, it had lost control of standards and quality as it
tried to catch up with demand. It relied heavily on outside techni-
cal and management expertise.

Kingsford represented one-third of the people at Clorox, but
by almost all measures it delivered a poor return compared to
others in the industry and the rest of the company. Two years later
that situation was reversed. Kingsford had halved its workforce
while doubling its revenues. Even more remarkable, it had closed
half of its plants without disrupting the lives of its workers and
their communities. The company ensured that every laid-off
worker was able to move on to an equivalent or superior job.
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Seen from the outside, this transformation appeared miracu-
lous. Kingsford’s corporate headquarters were in Oakland,
California, and its manufacturing was based in Louisville, Kentucky.
But most of its plants were sited in backwater communities, in
poor regions such as Appalachia and the rural South. Many
workers lacked high school educations and some couldn’t even
read. Their work was labor intensive and dirty. Both management
and workers called the chemical process of making charcoal
“black magic.”

The parent company behaved as though this poorly educated
workforce could never learn to manage the business. The leader-
ship of Clorox regarded Kingsford as if it were an ugly and
embarrassing stepchild, useful around the house but certainly not
invited to attend the ball. Its managers were thoughi tc be ordi-
nary, not worthy of promotion or investment. This'wxs in contrast
to the “extraordinary” managers at Clorox.

But Will Lynn refused to accept the. sterectypes about his
workforce. His connection to people wa< logendary. Will could
tell you about everyone he ever worked with, employees and
contractors—where they were now ana what they were doing. For
him, this was easy; he loved and »as’‘amazed by watching people
grow. He saw the job of mentoring:an employee as a lifelong com-
mitment, whether or not a peuson still worked for him.

Will was dedicated to discovering and developing the wisdom
hidden in every member of the Kingsford workforce. He repudi-
ated the idea of imposing generic standards and worked instead
to bring out eaci:_e¢mployee’s unique contribution. He led by
raising aspirations rather than by telling people what to do. He
believed Kingsford had no problem with willingness on the part
of its people. The issue was capability.

Hiring consultants to tell workers what to do was no way to
create real change. He had observed that when Kingsford hired
outside consultants to address its problems, the improvements
went away when the consultants went away. The company had
unintentionally cultivated its own dependency: change processes
had no staying power without a consultant to lead them.

Will knew that he needed to grow people’s ability to think like
business owners. He felt that every employee should be able to
stand in the president’s shoes, understand the business as a whole,
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and make whole decisions based on defined products and profit-
and-loss reports.

One day he had a conversation with Rod Lorimer, vice presi-
dent of manufacturing for Clorox. Earlier in his career, Rod had
been connected to the pioneering program at P&G’s Lima, Ohio,
division. This influential program had redefined the role of
people in manufacturing, seeing them as sources of creativity
rather than as self-operating extensions of machines.

Will suspected that maybe there were lessons from P&G that
could be applied at Kingsford. Rod cautioned him: “It takes a
pretty courageous leader to take on what they did in the detergent
business. Most managers haven’t got it in them. But it will make
more difference than anything else you've ever dene!”

Rod insisted that Will ask himself some.-challenging and
unorthodox questions: Did he believe every person in his organi-
zation could grow and contribute significantly beyond their
current level? Could developing his own ana everyone else’s criti-
cal thinking skills really make aCaifference? Was personal
development something that beleriped in the workplace as part
of making a better business?

Will didn’t disagree with-the premises behind the questions,
but he could see that what Red was describing was different from
any undertaking he had l«a before. He worried about whether he
could pull off a change of this magnitude with a poorly educated
workforce. He won+dered whether the culture of his company
would tolerate-it.

Will unaersiood that if he started changing the culture at
Kingsfora'he couldn’t stop. The process would build so much
momentum and so much inspiration that stopping would leave
his organization in a worse place than if he had never begun. Still,
he knew from his conversation with Rod that those who had been
willing to take this approach had generated an enduring legacy
by creating some of the most innovative work systems in
business.

Almost immediately the positive changes began to show up.
Managers who had been little more than administrators suddenly
started to reconceptualize the business they were in—from
making charcoal to enabling great backyard barbeques. Within
months they were exploring potential relationships with “picnic
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partners” such as Frito-Lay and Kansas City Masterpiece, and
within a year they were talking to grill manufacturers about how
to deliver a better barbeque experience. They learned to make
swift and accurate assessments of which ideas were going to work,
reducing product ideation testing from a two-year to a six-month
process. They became experts in acquisitions and divestitures as
they clarified what really fit with their new strategies. They dis-
covered that running a business could be fun, creative, and
improvisational.

The agility they were developing allowed them to try out mul-
tiple moves to find the ones that would work. Egos and conflicts
that had previously slowed them down seemed to evaporate.
Within six months Kingsford had introduced dozens of new ways
of working into all parts of the business, and they fcund that
people were hungry to join in.

Within a couple of years, a transformation -had occurred
throughout the entire workforce and in.many of the supplier
operations as well. It was becoming increas:igly difficult to distin-
guish factory managers from their workevs. Factories looked more
like jazz orchestras, with every player heiping compose the music
as they performed it. Workers weve’ initiating product develop-
ment from the factory floor ¢nd recruiting research and
development (R&D) to helu.tnem rather than the other way
around. Operators and saiespeople redesigned deliveries so that
they could be customized to meet the specific needs of a given
retailer. Workers organized themselves to promote their own
development—eyerything from literacy programs to learning the
science and techinology needed to run the business.

Meanwhile, departments such as sales and R&D had dissolved
their boundaries. Salespeople sat in the R&D labs and reported
on what they were hearing from customers. Marketing managers
were recruited from across the organization to plan their product
launches. Suppliers were part of innovating new technologies and
processes. The company was quickly becoming one integrated
business team. They applied the systemic frameworks they had
been learning to everything they did, making it easier and easier
to communicate across all departments. As Will put it, “It used to
be that you had to go up in the organization, then across, and
back down again. Now you have operators calling up PhDs to get
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a technical question answered. Salespeople call up the guys
loading the trucks. They’re all just people now, trying to make
this business work.”

The result? In five years Kingsford had grown from a regional
to a national brand, controlling 60 percent of a growing market.
A business within a corporation had been able to instill a respon-
sible culture and significantly affect its parent company. Will’s
efforts had paid off.

COLGATE, SOUTH AFRICA:
LOCALIZING IDENTITY AND DESTINY

In 1992, Colgate’s commitment to the turbulent communities in
South Africa helped transform not only the compaay but also the
new nation it was part of. Two years beforc ihie elections that
created a new South Africa, the fledgling niation’s economy was
in a shambles. Workers were staging massive strikes and compa-
nies were routinely responding by shutiing plants down. Violence
was escalatingamong tribalfactionsiritiie townships. Transportation
vans, with fifteen or twenty Wworkers crammed into vehicles
designed to carry ten, were r<gularly booby-trapped or prone to
fatal road accidents. As if this were not enough, conditions of near
war disrupted supply, distribution, and financing.

Colgate, South Africa, whose primary businesses were per-
sonal care and: household products (such as toothpaste and
detergent) for-miadle-class urban consumers, worried about its
operations it suich an unstable environment. Similar to all major
U.S. companies, Colgate Corporation was assessing the situation
on a daily basis and felt it needed someone on the ground who
could wisely steer the business through a time of extreme change.
For many Colgate workers, home and work environments were
deteriorating. Bombs were a daily occurrence in neighborhoods
and on vans that served as buses. Colgate wanted to make sure
they could maintain a viable business, create a safe workplace, and
offer support to the workforce.

At the same time, businesses were coping with a changing
political environment. Managers in large companies were primar-
ily white Afrikaans or English, but a new constitutional mandate
required management to reflect the population, which was
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98 percent black African. Most companies were terrified of this.
They believed it was impossible to develop a management class
from an uneducated workforce. And what a management class it
would have to be, one capable of dealing with a crisis situation
far more challenging than anything most managers would ever
have to face.

The situation, in other words, was virtually impossible. Enter
Stelios Tsezos, a high-energy Greek visionary who had led a suc-
cessful developmental change process for Colgate Europe under
other difficult circumstances. At that time Colgate, which oper-
ated in nine countries and twelve languages, was being forced to
integrate in response to the emergence of the new European
Common Market. This could have meant closing plante, consoli-
dating operations, and other profound changes. “he change
process was initiated with company representatives-{rom across
Europe at a conference in 1991, in Compiegne, France. On the
opening day, the room crackled with tensien_and longstanding
rivalries.

Among its more powerful peers, th= Greek company, led by
Stelios, was considered the poor counuy cousin (an assessment
that even the Greeks shared). Butwithin three or four months it
became clear that the Greeks werequickly outpacing all the other
Colgate companies in terms‘cf learning about and transforming
their businesses. Then thev-<id something no one expected. They
began to share everything they had learned. The Greek contin-
gent’s intention was-fo keep everyone moving forward at the same
rate. They systeriaiically defused competition across national
boundaries. Soori, they were being described by the leadership of
Colgate Europe as the “cradle-of-business civilization.” In time,
Colgate was led by the Greeks to surpass other companies in every
market in Europe, including P&G, who had originally pioneered
this change work!

Stelios is a Fulbright scholar, born in Greece and educated in
the United States, and an Athenian to the core. Most of all, he is
a citizen—of his Athens, Greece, Europe, and the rest of the
world. He has enormous presence and is fearless in his pursuit of
a more civil and caring world. He has always encouraged people
to see their role as lifting everyone in the community together.
When I visited the Colgate factory in Athens with him, he would
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stop and talk with people who were running lines and ask what
he could do to help them do their job. His most characteristic
question was, “What are you thinking you could do to make this
business perform better?” He was always challenging himself,
challenging his friends, and challenging his workers.

Stelios’s experience dealing with large-scale systems and cross-
cultural, crossbusiness complexities in Europe made him uniquely
qualified to tackle the challenges as general manager for south-
eastern Africa, but particularly in South Africa at that point in its
history. He had been sent to South Africa to handle a very specific
task for the company: restructuring manufacturing operations
and improving low profitability. Even from the beginning Stelios
could see that he wouldn’t be able to fulfill his-mandate if he
narrowed the focus to restructuring and efficitney. He quickly
decided to redefine his task and asked me to joiri him in carrying
it out.

Stelios was simultaneously committ<d to the country, to the
workers, and to Colgate’s success. He-elieved that the national
company should do everything in.itc power to help the struggling
people of South Africa. He could sce that at Colgate, South Africa,
there was animosity among blicks and between blacks and whites,
bad relations in the managentent team, isolation from local com-
munities, and badly striicctured manufacturing operations. Many
of these workers were too poor to afford the products they manu-
factured. They faced violence at home and on the factory floor.
Stelios was not.a politician, but he understood that without skilled
leadership i tiie townships, the violence would likely continue,
putting th= fragile new nation at risk.

At that time, Nelson Mandela was calling for councils in each
of the townships to develop dialogue, reduce intertribal conflict,
and grow the capacity for self-governance. The urgency of the
mandate was immediately apparent at Colgate, where the work-
force comprised six different tribes. Even on operating lines with
only fourteen workers, conflicts broke out. The workers lacked
the basic ability to talk through differences. “How,” Stelios won-
dered, “when fourteen people around a line can’t work together,
and when forty operating lines in a facility can’t work together, is
it going to be possible to get hundreds of thousands of people in
a township to work together?”
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Stelios and I knew that the South Africa effort needed to be
far more holistic and all encompassing than the targeted mandate
he had been given by Colgate. His commitment to workers was
both personal and deeply felt. Even during the worst violence,
when it was extremely dangerous to enter the black townships, he
never missed a funeral of one of his operators or their family
members. This was his way of demonstrating an important com-
mitment to the communities. People in the townships saw it as an
acknowledgment of their abilities and a recognition that they
would lead Colgate and South Africa into the future. Though
Stelios believed he could replicate the crosscultural successes of
the European effort, he was unprepared for the desire of South
Africans for change—a hunger that allowed them to produce in
nine months the results it had taken two years to accomplish in
Europe.

He immediately initiated community-bruiding processes
within the company, believing that this would eniable workers to
transfer what they were learning back int. the townships. He
asked black operators to lead projects-eiid trained them to lead
others on the team—some of whom were white. He walked into
meetings frequently and asked pecile to reflect on what they were
learning from one another. A large number of workers from all
six tribes approached him fer-help with bringing what they were
learning in the company Hack into their communities. Thirty or
forty people began meéciing with us after work at each of the
plants. Some of these. workers and community members were
serving on Nelsoh ‘Mandela’s township councils. The content
changed—comnipaty work during the day and community work in
the evening—but the processes were the same.

It was inspiring to watch Stelios at work. He always crossed
boundaries and divisions. He involved the entire company by
having researchers, marketers, and operators working together.
While others engaged one tribe at a time, Stelios believed that
the way to break down divisiveness was to encourage people to
come together to address common purposes in the business and
the community.

During previous efforts in Europe or the United States, I was
accustomed to coming back to a business after six weeks and
finding that everyone had been too busy to think about—Ilet alone
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implement—the lessons and insights created during the prior
visit. I would have to revisit and deepen material over five or six
visits for it to really stick, and people often complained that I gave
them too much content to handle. The South Africans, however,
always complained thatI gave them too little! Each time I returned,
they had applied what they had learned the last time to everyth-
ing they could imagine.

Not only did the South Africans implement new processes
immediately but they also understood the holistic nature of the
approach. “Iry it on everything!” was their motto. This was one
reason they were able to move it out into the townships so quickly
and successfully. They no longer segmented their lives into home
and work but began to see them as integrated -wholes. These
workers quickly grasped that for the township ta become success-
ful, the company needed to be successful, ard vice versa.

Colgate’s financial managers in New York feared they would
never see a profitin South Africa again.mugine their shock when
the South Africa operation doubled iis profitability during the
first year. Strikes, which were universal in South African factories
at the time, never occurred at Colgate’s plants, and within six
months the management teax.was 98 percent black. None of this
was accomplished with quotes. Instead it was the natural result
of drawing out, lifting up, and developing the inherent capacity
of people to lead ana. create. A combination of rapid growth,
which created maore roles, and the departure of some who left
because they didn’t wish to participate, resulted in businesses
where 95 peicent of managers were black Africans. The legacy of
that work endures in South Africa even today and has brought
new hope and ideas to the Colgate Corporation about what a
systemic approach to responsibility can accomplish.

SEVENTH GENERATION:
REGENERATING PLANETARY SYSTEMS

Seventh Generation was founded on the idea that business ought
to be able to do well by doing good. Begun as a catalog company
offering nontoxic household and personal care products, it soon
found its standards compromised by its manufacturers. In addi-
tion, its margins were too small to drive its own aspirations and



16 THE RESPONSIBLE BUSINESS

to support the few nonprofit organizations whose work to improve
the world it sponsored.

Seventh Generation sold its catalog and set out to improve
returns by regenerating the company’s mission. Their strategy was
to take control of the formulation of a set of products with high
potential for environmental toxicity, transform them into non-
toxic products, and let others sell them. This improved their
leverage with regard to manufacturing and distribution and
increased their returns.

The strategy has won Seventh Generation wide recognition
and respect as a successful and influential pioneer in the arena
of green products. The company has been so successful, in fact,
that a number of large and powerful companies are laoking to
follow Seventh Generation’s lead, bringing ecologi<ally benign
products to market. A lack of focused competition/in its formative
years allowed the company to thrive, developing a freewheeling
“anticorporate” culture. But the rapidly evolving conditions it was
now facing caused the company to do ssme serious thinking
about its origins and its purpose, which-is why they invited me to
work with them.

When I met Jeffrey Hollencer, the founder of Seventh
Generation, he was frustratec, by internal contradictions that
seemed inevitable for a business dedicated to what might be
regarded as work more apypropriate to the world of nonprofits.
Earlier in life he had founded several nonprofits but had come
to the conclusion that the best way to create change was through
business. He obseived most nonprofits limit their work to pieces
of the puzzle—<each pursuing a different cause. He believed that
in business he could get his hands around the whole of
something.

Jeffrey is driven to make a positive contribution with his life.
This desire to make a better world is fundamental to who he is
and it influences every aspect of his company. It accounts for
Seventh Generation’s rapid growth in the nineties, as well as its
strong movement toward sustainability and social responsibility.
His deep commitment to authenticity in everything he does and
his humility and willingness to admit mistakes result in a total
dedication to transparency and honest disclosure. Seventh
Generation was an early creator of corporate responsibility reports
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and a pioneer in publishing all of its ingredients on its labels.
Because customers who buy its products are buying care for Earth
and safety for their families, the company places a great deal of
emphasis on deserving their trust.

As Jeffrey and his team began working together with this new
approach to business thinking, it became increasingly apparent
that Seventh Generation had failed to develop comparable
emphasis on nourishing Earth (a surprise to anyone who knows
them). Jeffrey and his team began to articulate two critical pieces
that were missing from their thinking. First, their focus on reduc-
ing toxicity in products and the manufacturing process masked
the question of what is needed to create health for people and the
planet. As Jeffrey recently put it, “I've spent twenty.years figuring
out how to do less harm. Now I realize that th< real question, a
question I don’t yet know how to answer, is how-to do something
that is genuinely healthy and healing.”

The second issue had to do with the corapany’s commitment
to contribute part of its profits to nonprofit organizations engaged
in worthy environmental and socizl justice work. Their donations,
10 percent of the operating prctis, were made without sufficient
evaluation of the relative eff<<tiveness of the causes they chose
to support. Some members ¢t the organization even challenged
their corporate philantiiropy group on whether Seventh Genera-
tion contributions were generating beneficial results for the
business or creating additional challenges. They feared that there
was no way te.know if the company was fulfilling completely
on its promises and really helping or if it was actually letting
people dcw.

Even as a respected ecological company, Seventh Generation
faced similar challenges. Jeffrey was quick to admit that “Seventh
Generation still uses materials that are not as green or sustainable
as we desire with regard to finished product results. We consume
nonrenewable fuels to ship materials and products. Our packag-
ing ends up in landfills.” Like most companies with philanthropy
programs, its contributions back to communities and the planet
are dwarfed by the primary economic activities that cause social
and environmental problems in the first place.

As they looked hard at the contradictions, it began to dawn
on the Seventh Generation team that the truly leveraged
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opportunity was to turn manufacturing, product development,
and distribution into an integrated, regenerative process that
could actually improve the health of communities and ecosys-
tems. The company has since dedicated itself to a new purpose:
to design household and personal care products and develop
business processes that promote human and planetary health in
a profitable way. If they can carry it out, this purpose will solidify
their leadership position in their market, even as others seek to
outpace them.

To illustrate the kind of regenerative work they are now pursu-
ing, the company has dedicated itself to finding ingredients that
contribute to environmental and social health. For example, it
has eliminated the use of synthetic fragrances and replaced them
with organic essential oils. These are healthier for cistomers and
workers. Their production is carried out by small specialty farmers
and businesses, which are often deeply rootec iy local cultural
traditions.

Ironically, one of the strongest restraints to successfully pursu-
ing the new purpose has been the comipany’s culture. From its
outset, Seventh Generation has bee¢n sensitive to the needs of
consumers and customers, kind ta.its employees, and dedicated
especially to protecting children and young mothers. It has suc-
cessfully attracted people whi-want to demonstrate an alternative
to business as usual. But wixen I first met the Seventh Generation
co-creators the company-had not yet proved that a group of com-
mitted nontraditionahists could meet the thorny challenges of
socially responsibie husiness and were not just enjoying a socially
responsible hchby. And still today an increasingly competitive
environment is testing Seventh Generation’s principles.

The team at Seventh Generation has positioned itself to work
on the next phase of its evolution. They know that their credibility
and influence on how business is conducted will come to nothing
if they don’t survive and flourish as a business. They know that
moving from doing less harm to actually creating a healthier
planet will require them to take on questions for which there are
currently no answers. They will need to exercise an entirely new
level of rigorous discipline in their thinking and practice, move
beyond familiar prejudices, and embrace the possibility that busi-
ness can serve as a source for transformation.
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E.I. DUPONT: ENCAGING
SHAREHOLDER VALUE

Chad Holliday, who retired on January 1, 2010, from his position
as CEO, chairman of the board, and president of DuPont
Corporation, was one of the most sophisticated leaders I have ever
known when it came to managing the delicate diplomacy required
for large-scale organizational change. In particular, he used dia-
logue as a powerful instrument for growing shareholder
consciousness, and he had the patience to take the long view.

I met Chad in 1980 when he was the head of strategic plan-
ning for DuPont. We were at a “Strategic Thinking Series” designed
by Charles Krone, who developed the work systems and business
design for the transformation of P&G’s detergexit business in the
1960s. The leaders of that effort had all left P&G-in order to share
their discoveries with other companies. By ‘hat time I had become
a part of the team.

When we debriefed after each, ©i the monthly sessions in
which Chad was a participant, we would invariably say, “Chad will
run this company one day.” Though he was young, he was that
good.

Chad was brought up in Iennessee, and he credits his parents
for the disciplined thitiking and strong conscience he always
brought to his work in DuPont. With his respectful Southern
gentleman manner; he tactfully challenged all ideas presented
before accepting anything as true. He was rigorous in the way he
engaged with ‘DuPont’s challenges; in addition, he educated
himself ori new ways to think. This never changed during the years
I witnessed his move up the ranks, across functional roles, busi-
ness groups, and nations.

Early on, Chad started making noises about the need to pay
attention to the environmental effects of DuPont decisions and
actions. He introduced changes in manufacturing procedures in
each new business he headed, from Intermediate Chemicals to
Fibers Groups, first in the United States and then in Europe
and Asia. He was subtle but determined. I worked with many busi-
ness teams under Chad’s leadership and watched them become
more systemic as a result of the questions he asked and the way
he engaged. In all that time, he never talked about corporate
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responsibility or sustainability. He just kept using the principle Do
what is right to question and redesign work and production systems
as well as product development. As a by-product, the effects on
Earth and communities were reduced and new relationships and
partnerships were built.

When Chad became head of DuPont, we all expected him to
implement this way of working across the company, changing
everything at once. But change in a system of the scale and com-
plexity of DuPont, we learned, is not as straightforward as one
might think.

For example, early in his new position Chad arrived at the
annual meeting to discover that the company was faced with two
lawsuits from different shareholder contingents. One was from a
shareholder group asserting that he was wasting unioney on
attempting to reduce carbon emissions. It comniasxded him to
cease such efforts. The second asserted that the company’s prac-
tices were creating global warming and he needea to act to reverse
such effects. This intractable situation illustrites the nature of the
challenges Chad faced from day one.

Chad realized that one of his greate;topportunities for change
was shifting shareholder understanding. He felt that shareholders
were too disconnected from the eifect of corporate decisions and
he made shareholder educaticn central to his strategy. He knew
that butting heads with_liis poard was not going to shift their
understanding or perspective. It would only reduce dialogue and
increase resistance. So instead he launched a campaign to educate
not only his own shaireholders but also the investment world as a
whole.

He knew that what was driving his shareholders was not limited
to his own company but part of a much larger set of assumptions
about corporate governance, so part of his strategy was to use his
influence as the head of a Fortune 100 company to evolve those
assumptions. For example, Chad helped design the UN Global
Compact—a voluntary initiative for multinational corporations
focused on learning, dialogue, and partnerships—and took a
position on its board. As part of that effort he helped develop the
“Global Compact Governance Framework” and “The Ten Princi-
ples,” which articulate agreements that guide global corporations’
efforts to hold themselves accountable.'
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Although participation in the UN Global Compact was volun-
tary, companies that signed on agreed to a mandatory disclosure
framework, the “Communication on Progress” (COP). Participants
were required to communicate annually on their progress with
regard to human rights and environmental responsibility, first to
their own stakeholders and then put the results on the Global
Compact’s Web site. This voluntary program enabled businesses
to account, in their own words, not only for what they were doing
but also for how they were progressing. This emphasis on progres-
sion has been a key factor in making the program an effective
source for corporate change.

In a similar strategic move, Chad advocated for supporting
rather than fighting regulations intended to promote corporate
responsibility. He reasoned that if something is-the right thing to
do and companies are avoiding taking it on fo1{ear of eroding a
competitive position, then regulation canevel the playing field.
Everyone would make the same investm.ent at the same time in
what is right and no one would be lett at a disadvantage.

At the same time that Chad was yviorking to transform the field
of corporate governance—the me¢ans by which companies inter-
act with their shareholders---he was also working to transform
DuPont. He believed that fiansparency was a meaningful and
effective way to bring alyaut change and to educate all of a com-
pany’s stakeholders. Taward this end, he set up a set of advisory
boards for a number of DuPont businesses. In the case of the
biotech business, he recruited a broad range of members for the
advisory boaid.including a priest, the leader of an environmental
nongoverimiental organization (NGO) from Mexico, and a
diverse group of scientists, ethicists, and medical experts. In par-
ticular he sought out activists who would challenge the company,
and he strongly encouraged them to make their case. In a recent
conversation in which we were reflecting on our experience
together nearly thirty years ago, Chad pointed out, “They [activ-
ists] can make you very uncomfortable at board meetings, and
that is what we wanted. It makes the company better.”

This process of increased transparency served to educate
investors on the effects of their decisions. It also had the effect of
educating the DuPont leadership, which made deeper and more
systemic understanding pervasive throughout the whole company.
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It forced management to question the usual business practices
and get people reflecting with one another. To keep the process
open and transparent, the advisory boards put up reports on their
own Web pages, including independent assessments of company
practices and reports on how management was addressing envi-
ronmental and social issues.

Dissenting opinions were not only respected but also encour-
aged. “This is the only way to get outstanding people to come on
board. They are given full access to all business leaders and work
in the company,” Chad insisted. This practice resulted in open
and deep dialogues about issues that management might not
think to raise on its own. “There are risks in such transparency
but the increased intelligence across the company far autweighs
the risks,” he observed.

Over several decades, I saw Chad successfully icad increas-
ingly larger business units, guiding an unusually conscious
practice of management. In our recent conversation I asked him,
“How have you developed your own consciince?” He said it was
something he learned early in his carec: “Without much effort,
it was possible to see the value in_dcing it right the first time
and the pain of not. You cannot fix your issues at the end of the
pipe. This includes the sociali atid environmental systems that
DuPont’s businesses affect. The process must be designed right
from the start.”

Early in his tenure as CEO, Chad recognized a critical distinc-
tion between debate and dialogue. Up until that point he had
believed that publicidebate was a good way to demonstrate that
companies couldtake care of the environment and make money
also. Debate, he reasoned, was a good way to educate people and
promote change. He participated in a couple of such debates,
chaired by the editor of the Financial Times. At the end of both,
he was convinced he had lost soundly. This was not a viable means,
he decided, to educate people. That led him to establishing the
various councils previously described.

The principle Chad had uncovered was that complex subjects
do not lend themselves to a polarized, either-or discussion. They
require dialogue, an ongoing deliberative process that builds an
evolving understanding in all parties. Education and transpar-
ency are far more effective than debate at creating the accord
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and collaboration needed to address seemingly intractable
challenges.

Today Chad acknowledges that transparency of the sort he
practiced at DuPont is not welcomed by many companies. Like
other retired executives, he sits on boards of several Fortune 500
and private equity companies. “In many places it is still a tough
sell,” he told me, “but with the Internet making everything acces-
sible, I believe transparency will eventually happen to companies,
with or without their conscious decision to take it on. So why not
lead it?” he offered.

PANNING FOR GOLD

Five recurring themes or principles enabled <ach of the busi-
nesses described here (and many others as(weil) to go beyond
corporate responsibility and become Respoisible Businesses.

1. Reality: Evoke caring by connecting everyone in the organiza-
tion to the real lives of its stakehciders. Eliminate dependence
on the abstract data gencraied by market research and
customer-feedback mechanisms. Use customer and market
champions to connect to-reality.

2. Systemic Effects: Defifie responsibility in terms of consciousness
of systemic effects rather than as best practices and programs.
Systemic effects-chould be the only measures of success.

3. Systemic Wholes: Combat fragmentation by working systemi-
cally. Fragisentation is the enemy of ecology, social justice,
purpo:eiul motivation, and market and financial success. It is
overcome by working with wholes, not parts: whole businesses,
whole people, whole watersheds, and whole systems.

4. Self-Direction: Redesign work to evoke self-developed people
doing self-directed work that is self-evaluated within the
context of business strategy. Hierarchies are artificial, while
self-organization is the natural state of life.

5. Capability Development: Develop internal and external stake-
holders through personal development and education in
systemic approaches. Unlike training, this mind-set builds
critical thinking skills and is the fastest way for companies to
become a Responsible Business.
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CONCLUSIONS

Oversimplification is the biggest risk in writing about living
processes. It can be all too easy to give the impression that
a set of successful practices can be transferred from one situ-
ation to another. Ways of thinking and working must be
regenerated—brought to life again—in each new time,
place, and set of circumstances. The purpose of these stories
is to illustrate how this approach plays out differently every
time it is applied. Even within the same company, systemic
methodologies need to continuously evolve.

A Responsible Business operates in the world of the real
and the living, not in the world of abstraction and numbers.
The stories contained in this book are invitaticiis to other
organizations to become more real. Removed trom their
living context, the creative actions they derict become mere
practices, abstract and dead. Recipes »nd best practices
destroy meaning. They substitute geueric instructions for
self-discovery, which arises from tii:-unique dynamics and
circumstances of living organiza‘icns.

Thus I invite the reader t¢.iemember that each story’s
pattern is more important than the practice it depicts. Each
story is intended to illucirate, inspire, and stimulate, not to
be copied.

A\ Free download: For interviews with some of the business
“MET Jeaders described in these stories go to the free down-
loads section at www.The-Responsible-Business.com.




