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In the book Supercorp, Rosabeth Moss
Kanter lays out a model for 21st-century
companies that care as much about about
creating value for society as they do value for
shareholders and employees. The best part: It
pays to be good. Key concepts include:

Companies with a very strong sense of

purpose use it to guide and speed up

innovation.

» All the vanguard companies studied, save
one, outperformed their peers during the
recession.

* Leaders must engage employees in
discussions around principles and the
applications to the business.

» Vanguard companies are dynamic places to
work, with employees having a say on when
and where they work.

In her new book Supercorp, Rosabeth Moss
Kanter argues that capitalism is near a
crossroads. The old ways of doing business no
longer work. Traditional leadership roles are
breaking down. And the public is fed up with
greedy executives and their institutions that
feast on their surrounding communities like
leeches.

The time is ripe for a new corporate model,
driven by a new type of business leader, where
creating business value also means creating
value for society.

Surprisingly, Kanter finds models for these
so-called vanguard companies in very
established, very large corporate titans
including IBM, Procter & Gamble, Banco Real,
Omrom, and Cemex. "I could have included
Cisco, Avon products, Novartis, Toyota, and
others," she says in her Harvard Business
School office on a recent rainy afternoon.

We asked Kanter to expand on the ideas
presented in the book, whose full title is
Supercorp: How Vanguard Companies Create
Innovation, Profits, Growth and Social Good
(Crown Business).

Sean Silverthorne: What is a vanguard
company?

Rosabeth Moss Kanter: Vanguard means
ahead of the pack, the leaders, the ones who
show the way. In this case they are leading the
parade toward being values-based, led by
principles and a sense of purpose at the heart of

the enterprise. They are dealing with the crisis
of capitalism by offering a new and different
model.

Q: Why do we need a new corporate
model?

A: There have been signs for the last 10
years that the companies that were going to
succeed and prosper needed to manage risks
better, have a stronger sense of purpose to
motivate their employees, and satisfy a public
already agitated about scandals such as Enron in
the corporate world.

What I didn't see until I did the research was
how companies with a very strong sense of
purpose could use that to guide innovation. One
of the exciting parts of Supercorp and the rise of
this company model is that it's actually a way to
develop products and services faster, to get
more innovation, and to showcase innovation to
the world in a faster way. So it should be at the
heart of the enterprise.

And that's what I found. For companies like
IBM and Procter & Gamble, this is definitely at
the heart of the enterprise. The Japanese
company Omron has sustained itself since its
founding on principles and on a mission about
sensing society: What does society need? They
ask: Can we use our capabilities in the
electronic sensor business to deal with these
problems and issues? For example, one of the
things they are working on is biosensors that
can be attached to the food chain, so that the
freshness of food can be immediately identified.
That's potentially a big market as well as
something with enormous social value because
a lot of food goes to waste.

Q: Can you give us other examples of
how this works in practice?

A: In Brazil, Banco Real has grown in 10
years from a small behind-the-pack bank to the
second largest and probably the most highly
admired bank. They differentiated themseves in
the marketplace by centering their strategy
around social and environmental responsibility.
They said, they don't want to be a "green"
bank—they are a for-profit endeavor—but they
want to do the right things right. That was their
strategy and it brought in customers even
though they screened out clients with
environmentaly shaky projects.

So despite having stringent standards for
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potential borrowers to meet, and stringent
standards for employees, Banco Real has
flourished. Its competitors are now adopting
that strategy and advertising themselves as
banks that are more responsible socially and
environmentally.

Q: How prevalent are
companies? A small parade?

A: It's a growing parade, but it's not clear
yet whether they are the exception or the
rule—that's true of every change. And of course
I was looking at certain very large companies.
But here's what makes me think the parade is
growing: Companies that do not operate this
way will not only lose the advantages of
innovation, motivation, and public support, they
will also have trouble being coherent and
finding business opportunities.

So Banco Real definitely led a parade.
Banco Real has created change, and that's why I
think the parade will grow. As companies gain
marketplace benefits by doing the right thing
right, others will follow.

vanguard

Q: It's interesting that Supercorp was
published on the first-year anniversary of the
fall of Lehman Brothers. How have the
companies you profiled performed during
the recession?

A: All the companies [ studied, with one
exception, outperformed their peers. Their share
price declined less at a time when everybody's
declined. They outperformed their markets
often, and in some cases they stunningly
outperformed the market. The one exception
was a company that got caught with a lot of
debt because of acquisitions, as well as being in
an industry, construction, that was the first to be
hit.

Now, there are critics of each of these
companies, and the companies must still make a
lot of changes. IBM has moved many jobs to
other countries. They are not perfect. But they
aspire to meet higher standards, and in their
operations around the world they also try to
raise the standards.

Q: A critical point for you is that a
company needs an underlying set of core
principles out of which strategy develops.
But how do companies embed these
principles throughout the organization such
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that decisions are based upon them?

A: It's not the words; it's the conversations.
Leaders must engage employees broadly in
discussions of what these principles should be
and how they apply.

Sam Palmisano, as a fairly new CEO at
IBM, led a conversation in which all 400,000
employees could participate on a Web chat over
three days about what the company's values
should be for the 21st century, a "values jam."
People were in a conversation. That doesn't
mean there is total consensus, that doesn't mean
that they've eliminated cynicism, but it means
employees know "Top management thinks this
is important, so I better think so, too."

A.G. Laffley, the chairman of Procter &
Gamble, and Bob McDonald, now the CEO,
would go around the world and talk about
P&G's "PVP," or Purpose, Values, and
Principles. Bob McDonald announced in
August that P&G's growth strategy for the
future is "purpose-inspired growth." So P&G
makes it a conversation. Decisions get made in
the company that can be tied back to the
purpose—that is, you can see that the company
makes decisions that would not have made been
made on purely financial grounds.

It's like P&G's Children's Safe Drinking
Water program. When P&G could not make a
commercial market out of water purification
powder, it created a nonprofit and gave it away.
That told P&G employees that their company is
serious about serving society.

Q: How important are mission statements
or guiding principles in helping a company
focus on core values?

A: Many companies have a mission
statement or statement of principles. The words
sound pretty much the same. They have
something about customers. Something about
employees. Something about shareholders. But
the words (in vanguard companies) are a little
different; they don't just talk about creating
great value.

The statement of values will address
looking broadly outside the company to the
needs of society. One of IBM's values from its
Values Jam chat was "Innovation that matters
for our company and the world." The addition
of those words "and the world" opened the
walls of the company. There are IBM
employees I've interviewed all over the world
who actually invoke that phrase in
conversations. They say, "I look at what my
community or state or country needs, and ask
how the capabilities of the company can
contribute to that."

P&G's statement of purpose says they
"improve the lives of the world's consumers."
More recently they added "now and for
generations to come." Adding these words
focused people on the long-term impact, so
disposable products need to be more
environmentally friendly.

Again, it's not the words, it's the
conversation. It's the actions of top leaders and
the fact that they get successes out of
innovations that are tied to the principles and
that people are able to make that connection.
And then it's part of the selection of people.
People who do not really want to live by these
values may not want to come to work for the
company. It's also a conversation that is often
held with companies being acquired, which
makes them feel they are in good hands.

Q: What are the roles of CEOs and
leadership in vanguard companies?

A: Leadership matters even more when you
have to symbolize purpose and values as well as
look to the future. People look at what leaders
do, not just what they say. So leaders have to
model the values. They have to put their
investments behind the sense of purpose. If
P&G had let the Children's Safe Water program
wither just on financial grounds, employees
would have looked at top management and said,
"You don't mean those words."

Leaders also need two additional
characteristics beyond the things we've always
said they need. They need to be great systems
thinkers. They've always needed that, but they
need it even more as they look beyond the walls
of the company. They manage their purpose
through networks of partners. In fact, one of the
values of these companies is end-to-end
responsibility, the idea that you are responsible
for your supplier's supplier and your customer's
customer.

We also need leaders who are
relationship-oriented, willing to have partners
sit at the table, willing to sometimes put their
own ego in check. Leaders need to feel they are
safeguarding the future of the institution, not
just managing a current portfolio of assets.
These leaders have a sense of now and of
generations to come.

Sam Palmisano said in one of the quotes |
like best in the book: "Managers come and go,
the business portfolio changes, so the only thing
that endures is our culture."

Q: From the perspective of a worker bee,
what's it like to show up to work each day in
one of these companies?

A: Here is what I think characterizes these
workplaces. They are much more dynamic and
flexible, and people exercise much more control
about when and where they work. Now, there
are still factory jobs and sit-at-the-desk jobs
where the hours matter, but an increasing
number of jobs are run by self-managed work
teams, in essence, where employees join virtual
teams working from anywhere. IBM has done
surveys that show that on any given day 40
percent of the work force is not working in an
IBM office.

That's very striking. It shows the trust and
respect these companies have for their people.
By giving staff certain goals they need to meet,

as well as work on teams that may cut across
many parts of the business, employees are
motivated very strongly to do the work because
they care about achieving the goal, not because
their boss is telling them to do it.

This is a new way of working that is very
promising, but also very difficult to do. That's
where leadership matters. Goals have to be very
clear. People have to be coached in
collaboration. The networks have to be strong.
But if you can do that the benefits in speed of
execution are remarkable.

Q: What do you mean by bringing society
in the organization?

A: "Bringing society in" is the thinking of
people who say, "We have a purpose beyond
today's markets and products, and we should
think about that. How is society changing?
What are the big problem areas? What are our
capabilities so that maybe we can find a
commercial opportunity that also does good?"

That's a way of thinking that is part of the
purpose guiding everyday life. They're always
thinking about an opportunity to serve. At the
same time their customers get very inspired by
this work, so they are solidifying their partner
networks and motivating their employees.

People like going to work every day with
the idea that they have two jobs. One job is "do
my job" and the second is "change the world."
That motivation has driven a lot of
entrepreneurs.

That's what "bringing society in" means. It's
more than thinking that the organization should
be customer oriented. It means, "Let's think
about our community."

Q: President Obama: vanguard leader?

A: President Obama is subject to Kanter's
Law, which says everything can look like a
failure in the middle. President Obama has been
in office less than a year, has tackled big
problems—big problems are always
controversial—and yet he is strong, steady, and
focused on purpose. Therefore I bet that despite
the controversy he will get a health-care bill
passed and make progress on these issues.

One reason is that he keeps reminding
Americans of our higher moral purpose. He
doesn't get dragged down into the mud when
people attack him on all sides. That kind of
leadership is necessary to deal with volatility. If
you don't stay centered in a set of moral
principles, a sense of purpose, then it is very
difficult to see beyond today's controversy.
CEOs of vanguard companies know this sense
of purpose helps them even when the stock
price is down. They have a longer-term vision
that keeps them focused and helps them weather
storms.

A leader who has a strong sense of purpose
and is willing to seek collaboration is likely to
solve problems.

Q: What are you working on now?
A: My colleagues and I are continuing
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development of the Harvard Advanced
Leadership  Initiative, a  workforce of
experienced leaders who now have time and
want to make a difference on some of the
world's big problems. We're close to finishing
the first year and getting ready for the second
year of fellows.

I'm also working on "Smarter Cities,
Smarter Communities," a project about how
people build the connections and networks that
reach beyond a single building. Education is
bigger than schools; health is bigger than
hospitals. Communities need to provide the
context and the interconnections across parts of

the system so that all institutions of a city see
the role they play in improving the quality of
life and the quality of the environment, in
having better health outcomes, and in having a
more educated population, all of which attracts
jobs.

COPYRIGHT 2009 PRESIDENT AND FELLOWS OF HARVARD COLLEGE



	The Vanguard Corporation

