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THE SUMMARY IN BRIEF

American busness has entered the Age of Transcaendence, with anincreas
ingly older populaion searding for the highermeaning in their lives, not just
morepossesions Accordingto the authors,a historic sodgal transormation of
capitalismis unde way. In this bookthey provide a measure of the scak of
changeby profiling companiestha havebroadenedther purposebeyondthe
creation of sharéholderwedth to act asagents for the largergood.

They call these companiedirmsof enderment (FoEs) beause they strive
throughther wordsand dealsto endear themselvesto al ther primary stake
holdergroups— customes, employees, partners, communities and sharehai-
ers — by aligningtheintereds of all in sud away tha no single stakeholder
groupgainsat the expens of other groups.They're drivenas much by what
theyfed is right (subjedively ground& morality) as by whatothersmight
moreobijectively claim to beright.

FoEs are run by exeautiveswho reflect in their manageial philosophesthe
changein culturethey are talking aboutandwho are championsof a new,
humanidic vision of capitalism’s role in sodety. Firms of endeament arecom-
paniespeople love doing busnesswith, love parnering with, love working for,
love inveging in.

This summaryreveds how FoEs areblowing away the S&P 500 averages
andincreasing “shae of heart” by ddivering the emotiond, expeiental and
socil value stakeholdersare demanding.

INTHIS SUMMARY, YOU WILL LEARN:

 Thedistinctive se of core values, policies and attributes of FOESs
* How FoEsoutpeform Goad to Great companies

» Why the beg way to serve shaeholdersin thelongterm is to embrace
a Stakehdder Relationsip Modd (SRM), as Costo does.

* How companis suchasPatagona, Whole Foodsand Google attrad
andretain employeeswho see their jobsas a calling.

» Theunspoke contractthat FoEshonor
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THE COMPLETE SUMMARY: FIRMS OF ENDEARMENT

by Rajendra S. Sisodia, David B. Wolfe and Jagdish N. Sheth

It" s Not Share of Wallet
Anymore; It' s Share of Heart

The meaning of life— andof ones own life in particu
lar — is a paemial issuein midlife andbeyond but the
seach for meaning hasa majorinfluenceon the ethcs of
saciety ard this plays a big role in reshapingcorporate
culture. The seach for meaningis changingexpectations
in the marketplace and in the workplace and thereforeis
changing the very soulof capitalism.

Humaristic companiesor firms of endeament(FoEs)
seek to maximizetheir valueto society as a whole, not
justtheir sharetolders.They create emotiand, experien
tial, socal ard finartial value.Somecall the emotive
dimension the “soul of acommny” Companiesvithouta
sou facea doubtful future.

What Is a Firm of Endeament?

Consider the wordslove, joy, authenticity, empathy,
soufulnessandother termsof endeament.Until recently
suc wordshadno placein busines. Today, a growing
number of FOEs enmbracesuchterms. Theyendear them
sdves to staketoldersby bringingtheinterestsof all
stekeholder groups into stratgic dignment. Thesecompa
nies meetthe targible andintangiblenesds of ther stake
hddersin ways that engendeeffection and loyalty to the

company
Firms of Endearment That Made the Final Cut

Moststudiesof corporateaxceptionaism or “grea-
nes, to useJim Collins’ term, start with financial per-
formanceandwork backward In Firmsof Endearmat,
we insteadused humanisic performance — meding the
needsf stakehol@rsratherthan shaeholdes — and
workedforward. In thebookis anillustrative list of
FoEs.Noneof thesefirmsis perfect; each has area in
which it isrelatively weakor somewha vulnerale. It is
importantto notewe do not claim tha a companywill
forevermae be a greatinvestmentonceit adoptsthe
Stekeholde Rdationshp Model (SRM) tha character-
izes FOEs

The 30 companiesve believe best exempify a high
standardof humanisic performane are Amazon, BMW,

CarMax, Cagrpillar, Commerce Bank, The Container
Store, Cogco, eBay, Googk, Harley-Davidson, Honda,
IDEO, IKEA, JaBlug John®n & John®n, Jordan’s
Furniture,L.L.Bean,New Baance, Paagonia, RE,
Souhwest, Starbucks Timberland, Toyota, TraderJoes,
UPS,Wegmans and Whole Foods.

In terms of how thesecompanies perform, the pub-
licly hdd FoEsreturnedl,026percent for invesbrsover
the 10 yeas ending June30, 2006,compaed with 122
percentfor the S&P 500;tha’s morethan an 8-1 ratio.
Overfive yeas, theratio is even highe, becausethe
FoEs returned 128 percent while the S&P 500 only
gained 13 percent. Over three yeas, FoEs returned73
percentversus38 percentfor the S&P 500. m

NewAge, New Rules,
New Capitalism

For a century, the consume economyhas been
groundedn a materialistic having focus. Thatfocusis
now being diffused by rising desires for a senseof
meaning tha cannotbe drawnfrom material things.
Consuners may still wanta givenprodud, butalong
with tha produd, many wanta high-roal experence

(continuedon page3)
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Summary: FIRMS OF ENDEARMENT

NewAge, New Rules New Capitalism
(continued from page 2)

thatconnetswith their morematurebeng focus.For
example shopperst pricey FOE Whole Foodspay sub
stantally morethan theywould payfor eggsat Kroger
just for the goodfeelingthattheyare doingright by
purdhasng eggsfrom free-rarmge hens.As more corn-
sumeramakepurchase®asdon self-actualization—
the needto make the mostof their ahlities and striveto be
the bestthey can— theway businessis doneis being
reshapedgradudly.

ShareholdersVersus Stekeholders

The bestway to serve shaeholdersin thelongtermisto
embrcea Stkeholder Relationshjp Model, asCostco
does. Onavelge, Costm paysits empbyees65 percent
more thanWal-Mart and40 per@nt more than Sants
Club. Its bendfits areaso mare generous. Yet, Costo gen
eratessignificanty moreprofit per employeethan Sams
Club does It achievesthis seemiig alchemyby being far
more efficient (spending only 9.8 percent of earningson
SG&A — sales general andadmiistraive expensesand
having a very low emgoyeeturnover (only 6 percentn
the firstyear, conparedwith 21 percent at Sam’sClub ard
50 percen atWal-Mart).

Finding theWill to Change

No doult somewill arguethat the ideaof cagpitalism
undegoingasocal transform#éon is nonsese
Neverhelessthe remakingof capitalism into an instru-

Firms of Endearment Versus
Goodto Great Companies

Jim Collins’ best-selling book Good fo Great iden-
tified 11 companies as going from “good” to “great”
by delivering superior returns to investors over an
extended period of time. (The companies had each
delivered cumulative returns at least three times
greater than the market over a 15-year period.) We
compared our set of publicly traded FoEs with these
11 companies and discovered:

* Over a 10-year horizon, FoEs outperformed the
Good to Great companies by 1,026 percent to 331
percent (a 3.1-1 ratio).

* Over five years, FoEs outperformed the Good fo
Great companies by 128 percent to 77 percent (a
1.7-1 ratio).

* Over three years, FoEs performed on par with the
Good to Great companies: 73 percent to 75 percent.
Note that none of the Good fo Great companies
made our cut, though one (Gillette) did come close.

Soundview Executive Book Summaries®

mentof broade purposesppearsunsbppabe. Stake-
holdersare demanding more socially aware manage
mentfrom companies and consunerswill pushfor this
by clogng ther wallets to companies tha don’'t conply.

In May 2005, Fast Conpanypublishedan article by
Alan Deutschman aboutthe mythstha motivatea
changein behavior. Thefollowing list takes a look at
four of themyths:

1. Fea is a powerful impetus for change More
often, it is a powaful impeusfor denia. Accordingto a
famoussuney by Royd Dutch Shel, mos companies
do not reach the 40th anniversay.

2. Giving people objectively provable facts is an
effective technique for stimulating changein behaw
ior. If this were true, 65 percent of Americans would not
be overweight.

3. Slow changeis more effective than sudden
change Incrementalismworks no better in companes
thanit does with the people who run them.

4. Pag a certain age people can't change. Theissue
is notwhether people (and companis) can changeafter
decades of following the same paterns but whether
they can muder thewill to change.

Changecan be massiely chalenging for companés
thathawe bea aroundlong enoughto form entrenched
bureauaacies; howeve, if acompany does not makean
attermpt to change it will become a compary thatfails
to reach its 40th anniversay.

Changing to Become an FoE

Eingein famoudy sdd, “A problen cannotbe solved
by the same consdousnessin which it arose” The cont
sdousnes tha has ruled busihess enerpriseoverthe
past two centuries is rooted in classical notionsthatrea
sonis supeior to emotionsin the affairs of people.This
has redued stakeholde's (including shareholders)to
largely bloodlessstdistical enities.

Reflecting on Einstein’s dictum, the new conscous
ness that will lift acompany suaessfully into theloftier
redms of new capitalism recognizes tha al reaity is
personalandinfused with affect. Objedivity hasproven
to be an overreaching effect of sdence, and subjectivity
currently rules in terms of garnering stakeholderloyalty
and affection. m

The Chaotic Interregnum

The globally icoric CocaCda brand is wallowing in
disorder. Its maker istrying to regain its footing under
CEO Neville Iscdl, who replaceddoug Daft in May
(continued on page 4)

3




Summary: FIRMS OF ENDEARMENT

The Chaotic Interregnum
(continued from page 3)

2004, who replacedDoug lvestorin 2000,who followed
the legenduy Roberto Goizuettawhose dedh in 1997
erded anera of plenty for theworld’s mostrecognizable
brand.

Shortly aftertaking the position,lsddl vowed to dowble
the value of the company’strademak within adeadeby
focudng on adwertising with a youthful point of view.
However, he seemedinavarethatthe populdion growth
amang theyoung hasslowedto a crawl in the United
States. This andthe fact thatsoft drink conaimptiongen
erally falls off around the mid-30smeans demographis
are working aganst Coke’sgrowth prospets. Companies
like CocaCda are riding throughthe gredest stormof
charnge anddisorder sincethe beginning of the Indudrial
Reolution.

A Solution to Disorder: Natural Capitalism

FoEs rejectthe hierarchicalcontrol-mindel templdes
inspired by Newtorian sciene long centrd to organiza
tional theory. FoEstranscendhat tradition by tapping
naural laws governing compexadaptve systems —
self-oganizing networks of entitiesthat coninuously
form and reformin responséo ewlving nealsand
environmatal changes.

Leadersip atthetop is more caalytic and inspira
tional than diredive. The Gener&Electric jet engine
factory in Durham,N.C., is sucha place.It hasno fac
tory leade. Rank-and-fie workersmanageeverything
from processmprovementandwork scheduésto the
overime budget.Managersvho hawe neve held an
engine-makingdool in their handsno longershapethe
happeningson the facory floor.

The Communications Challengein the
“Era of Disorder”

Thebalane of informationpower is now in the hands
of the massesThis haschange therulesof communi
cationbeween companésandther stakeholders,espe
cially cusomersWhatthe Internethas doneis make
converations(ak.adialogues)ess optional and more
of an esential part of everyonés day. Herearethe four
crucial principlesof effectivedialogue

1. Establish a posttive relationship (or reinforce an
existing one) before getting down to business.

2. Show willingn essto be vulnerable. Hondaritual-
izesmanaerialvulnerabilty throughthe prectice of
waigaya, a protocd wherebyrankis put asideto fadili -
tateproblemsolving.

4 Soundview Executive Book Summaries®

3. Foger reciprocal empathy, whereby stakeholders
reciprocae the company’s empathy. Every cusomer
wants to be understood.The same goes for every employ-
ee, supplier and businesspartner. After thefirst Gulf War,
the insurance giant USAA, which saves mili tary person
nel and their families, sent refundsto policyholders who
had gone to the Gulf, coveing the period theywere not
driving athome Some 2,500policyholdes mailedthe
refunds back with a note of appreciation saying they
wanted to keep USAA finangally sound.

4. Conduct conversationswith genuineredprocity.
This makes for goodand lading relationshps. The
Body Shops Anita Roddidk gahered ideas from cus
tomersin suggesion boxes, and the stef wrote a per
sond repy to theauthorof everymessage =

Employees— The Declineand
Fall of Human Resources

In theAge of Transcerdence, peple are looking for
more than a paycheck from their work; they want“psy-
chic income” as well as monetary income People want
work thatengages the whole person, work that fulfills
sodal neals, work thatis meaningful — psychdogically
rewading. People wart to view thdr work asa calling.

FoEs canafford to be highly selective in employee
reauitment because they are attractive placesto work
andgeneally rankwell above average in their categries
for wages andbendits. Progressve Insurance goesfar
beyondthe norm in bendfits, extending medical benefts
to enployees grandchildren, parent ard kids over 23.

Exeautive leadership in FoEs generdly comes up
through the rarks. This turnsinto a big motivator for new
employees. At CarMax, employees chooseoneof four
carea tracks: Sdles, Purdasng, Opaationsor Busiress
Office.

FoE Leadeas Undeastand the Fine Art of
Building Trust

A distinguishing mark of FoEs is the high degreeof
trusttha penades them. Theydrawon four key ele-
ments to build trus with employees:

1. Respect for individuals: FoEs view each individ-
ud employee as a “whole person” rather than animper
sond factor of produdion. Manayement encourages
employees to participate in company decision making,
regardess of ther rank.

2. Transparency: FoEs are free of the paranoiamany
companies haveaboutshaing information with all
employees as well as othe stakeholde's. New Balance

(continued on pageb5)
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Employees— The Dedine and Fall of

Human Resources
(continuedfrom page4)

opens up its books,building trustand helping employ
eesundestandwhatit coss the company to produce
shoedn the United Statesversusin China. Management
consides this animportantfactor in improving efficien-
cy andremaining conpetitive.

3. Teambuilding: FoEscultivate an uncommonly
strongsenseof teamparticipation. At J&Blue, new
employeesspendan houreachwith the presideniand
the CEQ, aswell asthevice president of people (a
warmer morehumanistic termthan humanresources).

4. Empowerment FoE enployeesgenerallyhavethe
autority (ard obligation) to spend companyresourcesiec
essay to makea cusomerhappyor fix a productionprob-
lem. In its ealy yearss, Southwest wasforcedto sell oneof
its four planes Ratter thanoperaé on areducedschelule
(which would recuire fewerpeoplg, employeesdevisel a
plan to maintain the existing four-plane schedule. They
rediced turnaraund time at the gak by havingeveyone
pitch in: pilots and managemeat helpedwith baggagédnan
dling, flight atterdarts streamlined cabin cleanupand
grourd crews revampedhe beveaagestocking proces.

FoEsPut Fun Into theWork Environment

FoEs stressa fun, collegial, productve andmeaning
ful work ernvironment whichis a key factor in attrad-
ing, motivating andretaining enployees. Thesecompa
niescreakt an atmaspherehatdrives peopleto give
their beg without feeing pressired.FoE work enviror
mentsare distinguishedy three characteristics:

1. Fun. Jordan’sFurniture oncesurprised everyoneby
closing downits storesandchartering four jumbojetsto
fly al 1,200employeeso Bermudafor the day, treating
themto a 90-degrealay of beat, BBQ, music, water
ganmesanddancing.

2. Balance and flexibility. FoEsaredisposedoward
accommalating ther employees uniquescdeduling
need. Google grarts eachempbyeetheright to spend20
percert of his or her time atwork onindependst pro-
jects,severd of which havedevebpedinto importantnew
offerings for the compary, including AdSense for
Contert, Goode News andOrkut (for socialnetworking).

3. Creaive quality-of-life benefits. Googleprovides
employeeswith anon-ste phystian, free massges,a
gane room, showes, subsidzed child care, free
gourme lunch five daysa week,dry cleaning,counsel
ing on IRS matters personabndfamiy sevices and
busnesslegal savices.

Soundview Executive Book Summaries®

Training and Deveopment Are High Priorities

FoEsare exemplary in thar focuson helping employ-
eesmaximizetheir potential throughtraining, develop-
ment and mertoring. They constantly cdebrate thar
employee’s achievements and sucesses, large and snall.
The Container Store has a long-standingreputdion as
one of the best employers in the country.A mgor reassm
for its suaessis its extrabrdinary comrmitment to training
— 235 haours per year for newenployees,conmpared with
sevenat the average company in the U.S. retailing sector.

Many FoEs havether own corporde “universties” to
train employees induding Southwet, CommerceBank,
Toyotaand UPS.In itsinitial two yeas,the UPS“Earn
and Lean” programhdped morethan 20,000part-ime
employees attendcollege

The HR Department of the Future

Theinnovative ard humanistic pracicesthat FoEsfol-
low in dealing with enployeesreflecta deep undergand-
ing of wha pele arelooking for in their work lives
today. In the pag the HR function wassometting of a
corporate backwater, a primarily administrative function
deding with payroll and staffing. Thisis fast changng as
conmpaniesoutsource the basc functions of administer-
ing beneits plars ard payrolls. This freesHR to focus
on more strategic issiessuch asemployeeperformarce
andretertion, which can directly affectthe bottom line.

Essentially, it comes down to treating employeesas
cugomers Theultimate god of Jordans Furniture’s
manaemnent team is to create “raving fans’ out of its
employees by providing internd growth opporunities,
offering extensive ben€fits and consdering themas
another form of Jordan’s cusbbmers.

(continued on page6)

How FoEsView Part-Time Employess

Relatively few companies offer meaningful bene-
fits to part-time workers. FoEs are distinct excep-
tions to this norm. Nearly all offer generous benefits,
in some cases to those working as few as 15 hours
a week.

Wegmans’ employees become eligible for free
health coverage and profit-sharing retirement plan
contributions if they work 17.5 hours per week. The
company tries to hire single moms as part-time
workers. It views their employment as a win-win:
The company gets staffing during difficult hours,
and single moms get what they most need: health
coverage. Unionized part-time employees at UPS get
free health insurance and college tuition assistance.
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Employees— The Decline and Fall of

Human Resources
(continued from page 5)

Benefits That Flow to Shareholders
FromDoing It Right

Thetwo main indicabrs of strongemployee equity
arelow turnover ard high productivity. Withoutexcep-
tion, every FOE has anempbyeeturnower rate much
lower than its industy norm. FOE employessarealso
highly productve. Costo employesean morethan
twice asmud asWal-Mart employees but generde
three timestherevenue.

Low turnover andhigh productvity are related to one
anotherbecaiselow turnoverleadsto moreexpei-
encedemployeeswhich transldesto highe productvi-
ty. As aresult, companiesanhavereldively low over
all cogs andbe compeitive while paying goodwages
andgenepusbenefts.

FoEs hawe proventhatthe motherlode of wealth cre-
ationrunsnotthroughthe exeative corridorsbut
throughthe vocatianal landscapef frontline
emplo/ees. m

For information on how Whole Foods avoided unionization,
go to: http://my.summary.com

Endeament asa Busines Model

Heart is not a word oftenheardin B-school. But heart
— asymbol of empathy nurturing, caring, giving —
has reeenly madea quantumleap andlandedin the
middle of mainstreanbusines consdousness.

The problemis thatmanyWall Stred analystshave
not caughton to theideatha there is muchprofit to be
ganed by bringing loveinto businesopeaations.Most
busnes leades think in terms of numbersandprofit.
Love and profit is analien conjundion of wordsthatis
guanttatively murky. It is attentionto the immeasur
ablequditative dimensionsof life tha givesFoE comt
paniestheir crucial compditive differencesfrom their
competitors

The NewMarketing Paradgm

Themaintrait of the 20th-centiry marketing paradigm
washuckgerism— aggressivgpromoton andsellingthat
put selles’ objectivesaheadf thereal needsof con
sumes. Consumers becane prey. Marketersand sales
pe@le becane predators. Love is the antidotefor this
detumanzaton. The formerhead of MeredithPublishing
Magazire Group the former chief solutionsofficer of

6
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Yahoo! and the CEO of oneof theworld’s larged adver-
tising agencies talk aboutlovein the marketplace without
being concerned alout raising eyebrows.

New Baanceis a FOEwith a holistic-base market
strategy, founded on the prindples of heding that Jim
Davis andhis wife and bushesspatner, Anne continue
to uphold a certury after the company’s foundirg.

The Unspoken Contract That FOEs Honor

From cusbmers and employeesto supplers, partners,
shaehoders andthe community, thefull spectum of a
company’s stakeholde's is boundup with a companyvia
thes two contracts:

* A legalcontrad (mostly expilicit) based on quantta-
tive peformance criteria egablished by jurisprudences
well asrepresentations by a compaly andits agentsn
writing, ord communications and actions

* An emotond contract (mosty implicit or unspoken)
based on qualtative performance criteria establishedby
stakeholders in the form of expectationsthat reflect
their mora and ethical values and thar expeiental
desires— whattheywant to experenceandwhatthey
want to avoid experenang.

FoEs undestandthat their busnessopeationsare
shaedby both spokan and unspoke contads. Like
patnesin asuaessful mariage theyknow thatfailure
to honorthe emotiond contrect with a cugsomer means
the end of cusbme loyalty.

FoEs Are Soulful

Peopé do not go to Wal-Mart for soulful experiences.
Howevwer, they do go to Whole Foodswith thatin mind.
Theyalso goin mobsto the savice-rich, family-owned
Wegmans Food Markets for a souful expeaience.They
shopat Jordans Furniture with its shoppetainment
bonanza for a fun-filled, soulful expeience.

Saulfulnessis a hallmark of FOE companies It isadis-
tinctive conponert of culture in the Age of Transcendernce
thatis reflecedby anupsurge of intereg in sprituality —
in turn, areflecion of the agingof society. m

For information on the values of New Balance versus the values
of Nike, go to: http://my.summary.com

| nvestors — ReapingWhat
FOEs Sow

FoEWhole Foodsis an extraordinarily vivid exemphr
for the SRM busnessmodd. Over the past 10 years,
Whole Foodshas proven a better bet for investorsthan

(continued on page?)
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Investors — ReapingWhat FOEs Sow
(continuedfrom page 6)

ary of thefive biggestgrocersWal-Mart, Kroger,
Albertsons,SafewayandCostco. In second placefor
shardolderenrichmentby percentagegain is Costco,
anotherFoE.

Whole Foodsstandsout evenanongthe stdlar per
formers thatmakeup the FOE univers. It hasreturnel
185 pereent over the pag three years 400 pereentover
the pag five yeas (whenthe S&P 500roseby only 13
percent)and 921 percentoverthe past 10 years! In fact,
beweenDecember31, 1995,andJune30, 2006,Whole
Foodsreturnedmore than1,800percat. m

Part ners — Elegant Harmonies

Conannity is anancent English noun,littl e used
today. It means*“a skillful blendingof the parts achiewv
ing an elegantharmony.”lt is foundin poetc descip-
tionsof finely crafted artifacts It is also used to
desaibe elegantly constuctedthoughts However,orga
nizationscan acievethis state of concinnity aswell.

A goad examge of concinity amongcompditorsis
IKEA, Codcoard Jordan’sFurriture WhenlKEA opened
its first Bogon store, its next-doomeghborsCostcoand
Jorchn’s Furniture agreed to let IKEA use thar adjacait
parking lots for the grandopening.Jordan’s evenlined the
stred with signssaying “Jordans WelcomedKEA.” FoEs
expendgoodwill to everybody, even ther competitors.

Making theWorld Better Can Make
ShareholdersRicher

FoEs frequentlytakeacionstha produceresultsquite
different from what conventonal manaement logic
would indicate For exampe:

» FoEsdecentralizedecison making, butdo soin
waysthatincreaseatherthandeaeasetop executive
influenceat al levelsof acompany.

 FoEstypically payfrontline staff abowe normsin
their categories.Raherthanincreasng costof sales,
this often reduceghe percentag®ef arevenuedollar that
goes to wages.

 FoEstypically dependittle or notatall on conven-
tional marketing practices,yet often experieaceexplo-
sive growth dueto the affectionde regardtha steke-
holdes hawe for them andthe word-of-mouth promotion
thatreaults.

* Publicly tradedFoEstendto beless influenced by
expecationsof Wall Streetanal/stshut typically
achievehigherprice/earningsatios.

Soundview Executive Book Summaries®

» FOEs operde with greder transpaency thanmost
companies but are involvedin lesslitigaion. m

Sociey — The Ultimate
Stakeholder

It is agiven thatno company likesto pay taxes.
However, FoEsare generally sticklers for following not
justtheletter, but also the spirit of the law, and the area
of taxation is no exception. Noneof the 17 public FOE
firms we identified exempted themsdves from paying
taxes As surprising as it seans, FOEscommonly view
tax levies as fair pay obligaions

FoEs and Sodety

FoEs view the well-being of each stakehoderasan
end in itsdf rather than merdy away to maximize
shaehoder wedth. Thes are sone of the waysin
which FoEs fulfill their keenly felt societal obligations:

» Encouraging employeeinvolvement. FOEsercou-
ageand reward ermployeesfor volunteering time and tal-
ensto suport initiativesthat berefit thelocal commuri-
ty. Paagmia hasanenvironmental internstip program
tha givesemployeesup to two months ayea of paid
leaveto volunteerwith anernvironmental organization of
ther choice

 Nurturing local communities. FOEs strive to make
thenselves welcomein local communities and endear
thenselves by responding quickly to local exigences.
Progresive made job offers to 300 Zurich Personal
Insurance employees who lost ther jobswhenthe com
pany moved its opeationsfrom Colorado Springsto
Baltimore

* Cultivating global community. FoEs strive to be
exanplary globd citizens,goingwell beyondlocal
requrements. IKEA uses uniformly high environmengl
and safety standadsworldwide, even whenlocalregu
laonsarelessdemanding.

* Improving competitive context. FoEsare aceptat
aligning social andecaonic goals. IDEO hasa history of
incomporaing ecobgcal andsocieal concernsinto its prod-
uctdespn.

* Focusing on sustainability. FOEs strive to operagin
envronmentally friendly ways. BMW turneda German
law requiring firms to be respongble for their producs
over their lifetime into a profit opportunity. It has
learned how to dissseemble cars in an economical and
envronmentally saundway that givesit a sizabk advan
tage over other automékers subject to the samelaw.

(continuedon page8)
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Sodgety —the Ultimate Stakeholder
(continued from page 7)

» Cooperating with governmerts. FOEsview govern
mentsas importantparinersin facilitating ther ability to
achievetheir broadpurposesnd creating a beter world
for eveyone. m

Culture— The Secretingredient

FoE's strongestcompeitive differenceis ther corpo-
rate cultures.The passon, dedicaion, geneousspirit
andexpansie creativity foundin evey FoE areprod
ucts of ther culture. It exertsa trangormatonal influ-
enceon thosewho experiencat, espeially employees.
Employees pumpedup abouttherr companiesinfect
custonerswith their entusiassm. Cusomersrecipro@ate
with their own enthugasmto roundout a symbiotic
relationdhip whosesignificanceis lost on thosewho
gauge companiesstrictly by the numbes. The threepri-
mary elementsto organizaibnal culture are:

1. Organizational vision. Thisis aboutcreding and
implementing a winning gameplan.A commonelement
foundin every FoEis dedicaton to maximizing the cre-
ation of valuefor all stakeholders

2. Organizational values.This s the aligning force
thatkeepsan orgarization centerel andbdanced.

3. Organizational energy. This is the force that pro-
pes the organizationforward at a steady speel. All
FoEsarehigh-enegy organkations.

Setting Organizaional Vision
Firms of endearmensharefive primary elementsin
their corporatevisionsfor seeingthe bigge picture:
A broadermpurposehanwedth generdion
* Dediationto servantieadersip
» Emotionally intelligentlealership
» Comnitmentto exenplary citizensip

* Remgnitionthatthey are partof aneconomic
ecoystan with many interdependd paricipants. m

LessonsLearned

Severntraits distinguishFoEs Many companiescanlay
claim to some of the sametraits However,it is how the
FoEs expres the® traitsandweavethem throughtheir
culture and operatonsthat give them uniquestandirg.

1. FoEsfreely challengeindustry dogma. Thiswill -
ingnessmeanghat theydo notfit into the normsthat Wall
Street is comfortalle with andleadsanal/ststo criticize
FoEs that pay wagesandbenefts aboveindustrystandards.
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2. FoEscreate value by
aligning stakeholder interests.
FoEsregad al their stakehold-
ersas assets. FoEshave an
uncainy ahlity to transmute
stakehoder groups from sepe-
rate, sametimes competing
groupsinto acohesve systemin
which thevalue of the wholeis
greder thanthe sum of the parts.

3. FoEsare willing to break
tradi tional tr adeoffs. Instead of
“if/then” or “either/or,” thealter-
naive style of thinking —
“both/and” — opensthe mind to
accommodée seemingly contra
dictory conditons.

4. FoEsoperate with a long-
term perspedive. Althougha
nunber of FoEs presented here are privately ownedand
thusshielded from Wall Stred pressure publicly traded
FoEstend to berelatively imperviousto sud short-erm
presures. In their IPOfiling for the SEC,Google’s
founderswarned potenial investorstheywould not
make operaiond decisions based on projected or actual
quaterly earnings.

5. FoEsfavor organic growth to growing by merg-
ers and acquisitions. Most FoEs could probably grow
at afaster rate than they havechosa. JeBlue’s growth
modefocusesprimarily on continuing increasesn flight
frequency on existing routes asoppose to takingthe
codlier route of cultivating target market segnensin
numerousnew locations

6. FoEsblend work and play. Rule breaking regular
ly ocaursin FoEs, with managements enthusastic
encouragenent. It's all part of havingfun.

7. FoEsreject traditional marketing models.One of
themoreimportart bonusesof being an FoE is lower
marketing costs. FoEsare sustained by direct expelience
andgred word of mouth. They do nat rely on frequert
sdesard othe dramatic promotions Thisis a huge cost
sawer.

FoEs offer a cornucopa of valuable lessongor the
reg of thebusnessworld andrepresntthe architectural
tenplate for a newgenre of businesssmodek that most
midsized and larger companies will need to adoptto
survive in thelongrun. Leading conpanies of the future
will a@most aways be thos tha havecrosed overto
the other side of complexty to trangorm their organiza
tionsinto firmsof enderment. m

scfioviw RECOMMENDED
& READING List

If you liked Firms of
Endearment, you’ll also
like:

1. The Long Tail by Chris
Anderson. Anderson
offers a visionary look at
the future of business and
common culture.

2. The Starfish and the
Spider by Ori Brafman
and Rod Beckstrom. The
authors provide a look at
the decentralized compa-
nies that are taking the
business world by storm.

3. The Starbucks Experience
by Joseph A. Michelli,
Ph.D. Michelli gives his
readers an in-depth look at
the success strategy of
this well-loved coffee
house-styled company.




