







More Praise for Completing Capitalism

“Courageously reconciles dimensions that were thought to be mutually exclusive for centuries. A must-read for today’s business leaders who are ready to reinvent their world!”

—Jean-Christophe Flatin, President, Mars Global Chocolate

“Roche and Jakub dramatically succeed where others have dismally failed. Their clear, concise, values-driven words shape capitalism into its final form and elevate it to the pinnacle position that it deserves. Roche’s and Jakub’s superb scholarship is underpinned and supported by the practical reality of successful pilots and business world applications. They not only complete capitalism, they create and hand us a road map for responsible business in the 21st century.”

—Dr. Frank Akers, former Associate Director, Oak Ridge National Laboratory; Chairman, Mars Science Advisory Council; CEO, Oak Ridge Strategies Group; and Brigadier General, US Army (ret.)

“For Veolia, the world leader in environmental services, the question of innovation in service of human progress is central: expanding access to natural resources, preserving and renewing them is our vocation. Our values at Veolia are in profound harmony with the great essay of Completing Capitalism, which proposes a vision and practical solutions for a responsible capitalism based on reciprocity and shared prosperity.”

—Dinah Louda, Executive Director, Veolia Institute, and advisor to the CEO of Veolia

“The more complete form of capitalism put forward by Roche and Jakub is not about competitive advantage. But to be competitive in the future, companies will need to operate this way.”

—Paul Michaels, former CEO, Mars, Incorporated, and former executive, Johnson & Johnson and Procter & Gamble

“Some endeavors require intellectual, emotional, or spiritual courage. Bruno and Jay have demonstrated all three in fleshing out this valuable piece of work on behalf of Mars, Incorporated, our associates, and all stakeholders, including the planet. I truly hope it evolves, as I believe it can and must, the dialogue regarding capitalism’s future and its crucial role in our world going forward.”

—Stephen Badger, Chairman of the Board, Mars, Incorporated

“As human beings we long for the way the world is supposed to be, even as we make choices against that hope. For years Roche and Jakub have been hard at work rethinking the way that business should be and ought to be—if we are to flourish as selves and societies, choosing a future that understands the grain of the universe. With a rare willingness to ask the most critical questions about the nature of business, their ‘economics of mutuality’ is a vision for doing good and doing well in the context of one of the most iconic brands in the modern world. Neither charity nor corporate social responsibility, but rather a way for sustained profitability, this book argues for making money in a way that remembers the meaning of the marketplace.”

—Dr. Steven Garber, Principal, The Washington Institute, and author of Visions of Vocation and The Fabric of Faithfulness

“This crisis is more than a ‘normal’ crisis. It requires a reset of our thoughts and ways of doing. Business as usual does not work anymore or anywhere. The journey that Jakub and Roche are proposing is a difficult one but a promising and fecund one. It is ambitious but within our reach to make this world a better one. This is, I believe, the only reasonable option. We have patched up the system. This is the good news. We have to rebuild. This is the promising appeal. A properly functioning market economy must work for the many, not just for the few. Now is the time if we want to eradicate poverty in our generation. And here is how.”

—Bertrand Badré, CEO, BlueOrange Capital; former Managing Director and Chief Financial Officer, World Bank Group; and former Group Chief Financial Officer, Société Générale and Crédit Agricole

“Institutions today are failing to adjust to the urgent needs of humanity. Power has shifted to MNCs. Therefore, the responsibility for sustainable human existence lies mainly on the shoulders of business leaders. Roche and Jakub address the right questions, economic and spiritual, while providing a vision and practical approach for making profits together with serving social, natural, and human needs. Their book invites us to engage in a paradigm shift. It calls for a movement of moral, responsible business leaders. Let’s move forward!”

—Avishay Braverman, former Senior Economist and Division Chief, World Bank; former President, Ben-Gurion University; and former Cabinet Minister and Chair, Finance and Economic Affairs Committees, Knesset
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Foreword

Colin Mayer, Oxford University

Martin Radvan, Mars, Incorporated

Oxford University entered into Mars’ mutuality journey three years ago when Bruno Roche and Jay Jakub together with a team from Mars Catalyst came to the Saïd Business School to give a presentation on what they called the “economics of mutuality.”1 Of course, we had some notion of the innovative management practices in which Mars was engaged but we had no idea of what we were about to hear. The effect was electrifying. People in the business school came away thinking that there was really something of substance that warranted careful and in-depth analysis. So the seeds for what has thus far been a two-year—and is destined to be a many year—collaborative research program between Oxford University and Mars, Incorporated were sown.

We started in earnest in October 2014 examining what this curious concept of mutuality meant in practice within Mars. We talked to people at all levels in the organization and in particular focused on a pilot study in Nairobi, Kenya, called Maua, in which Mars Catalyst (Mars’ internal corporate think tank) was actively engaged. What I came to realize were three things.

First, that mutuality was a process, not a realization. It was the exploration of the way in which business can implement structures, systems, and practices to derive benefits through conferring benefits. Mars was in the process of identifying these structures, systems, and practices through experimentation, observation, and learning.

Second, and as a consequence, academia and business had a considerable amount to contribute to as well as learn from each other. In essence, quite correctly, Mars appreciated that business was not about knowing but learning, and since academia is about researching and informing, there is a natural partnership between the two. Companies appreciate that they have a great deal to gain from the scientific and technical knowledge of universities, but few understand that there is a benefit from partnering with them in the discovery of new business practices as well.

Third, the nature of that partnership between academia and business is itself mutual in nature. The interests of business and academia are not naturally aligned. Business is immediate, private, and confidential; academia is long term, public, and open. The reason the two coexist as distinct entities is because of their differences. Forging a relationship therefore requires an unusual appreciation of the goals, constraints, and attributes of the two parties and an avoidance of a condemnation of their respective failings.

In that regard, the Saïd Business School at Oxford University was extremely fortunate to have been able to partner with Mars Catalyst, the think tank of Mars, which, as an organization that combines the research and practice of management, was able to offer the intermediation between the academic and business world that was required for the project to flourish. In particular, as the leaders of Mars Catalyst, Bruno Roche and Jay Jakub provided the vision, imagination, and leadership that were required to bring the program to fruition.

Like mutuality, the research program is a journey on which we have learned not only about mutuality in business but also about how to promote mutuality in business research. What this book represents is a remarkable description of the concepts that underlie that program and the journey by which those ideas have emerged. It is a story that is of immense importance in understanding what is required to reform business in the twenty-first century because, as we are all coming to appreciate, the failings of business are impoverishing us not just economically and financially but as individuals and societies.

Reforming business is essential not only for completing capitalism but preserving it as well. We have seen only too clearly over the last few years the political as well as social ramifications of our failure to do that. We have made remarkably little progress, and time is running out before distrust and mistrust rise to a point where the fabric of our economies that we take for granted will be eroded.

This book provides us with the basis for understanding what needs to be done and what business can do. We should all take heed and learn the essential lessons that it seeks to teach us.

Colin Mayer, former dean, Oxford University’s Saïd Business School (SBS); Peter Moores Professor of Management Studies, SBS; author of Firm Commitment: How the Corporation Is Failing Us and How to Restore Trust In It
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My journey discovering the economics of mutuality had humble origins starting with my own employment as a very junior associate in the Mars company more than thirty years ago. Initially my understanding was limited to a very simple relationship between myself and the company—I worked hard and I received new career opportunities and progressed financially. During the business period of rapid geographic expansion, I then witnessed firsthand what an enormous difference a successful business can make to all of its stakeholders, including employees, suppliers, customers, and a myriad of their dependents and networks. Experiencing this very tangible, indeed visual, impact of shared benefits in a variety of geographies from the Middle East to Central Europe left me in no doubt of the underlying and fundamental truth in the principle.

During my time managing the Catalyst function, I was exposed to the “what is the right level of profit” question and resulting research. This in turn seeded thoughts and a deep personal curiosity as to whether one could measure or even perhaps quantify our impact beyond financial measures and then indeed influence the delivery of that impact.

On assuming leadership of the beverages division of Mars, it was of course clear that rapid growth of this business was an imperative. But in addition to growth with all its inherent benefits, another question loomed: Could we drive a course of action to benefit specific stakeholders, and would such action enable us to realize the “biggest bang for our buck”? With the help of the authors’ analysis of shared value, a crystal clear “call to arms” emerged. The coffee growers at the very start of our value chain deserved the most attention. Personal visits to these source geographies only reinforced this conviction. As relatively small buyers of the total coffee crop, we had the luxury to decide where to buy from and hence where to focus our attention. In combination with our financial capital measures, human, social, and natural capital measures allowed us to select where we had the best prospects for success and enabled empirical measurement of our progress. The prospect of setting a business target of X% growth, in addition to Y% improvement in “social capital” of the growers, came in sight. In addition to the personal motivation this delivered, I was overwhelmed by the general engagement this generated within my management team and many other involved associates.

When I moved to run the William Wrigley Co. (a division of Mars), I carried these formative ideas with me. Within the Wrigley value chain we identified mint farming as a potential opportunity. However the same value chain analysis revealed that in the case of gum, a much larger opportunity lay in improving the share of prosperity within our distribution network—specifically in emerging markets. With Kenya as a fertile ground for experimentation, we set about testing our ability to generate micro-entrepreneurs. Our first attempts were abortive and taught us many hard lessons, but slowly, with the help of local partners, we established improved methodologies and rapidly we were able to foster some very promising results. Strict attention to deployment methodology and rigorous scientific discipline in measuring the impact allowed us to refine our approach, improve our operations, and start to measure our impact on the society in the areas of downtown Nairobi in which we worked. No experience can be more personally humbling yet motivating than meeting our entrepreneurs—for example a young mother who had moved her income from subsistence to a level where she could support her children’s education.

We have subsequently rolled this out into other areas (e.g., the Philippines), and we now have very exciting test programs in rural China, including the use of new e-technology to measure our impact.

Sadly we cannot right all the wrongs and injustice in our world, but through the approach outlined by the authors I am convinced that we can and we do make a significant difference to many, many lives along our value chain. Therefore my fervent wish is that we simply continue to share, learn, and accelerate our progress.

Martin Radvan, President, Mars Wrigley Confectionery




Introduction

Uprooting the Dysfunctions of Financial Capitalism

In a real sense all life is interrelated. All men are caught in an inescapable network of mutuality, tied in a single garment of destiny. Whatever affects one directly, affects all indirectly. I can never be what I ought to be until you are what you ought to be, and you can never be what you ought to be until I am what I ought to be . . . This is the interrelated structure of reality.

Martin Luther King, Jr.

It all started with an unusual question . . .

More than a year before the 2008 financial crisis, the global food and beverage company Mars, Incorporated, asked what the right level of profit should be for its business activities.

Although this question has been pondered by mankind for several thousands of years . . .

A man may give freely, and still his wealth will be increased; and another may keep back more than is right, but only comes to be in need. (King Solomon, 950 Bc)

. . . it has been acted upon in a very particular way since the early 1970s by the adherents of renowned economist Milton Friedman and his Chicago School of Economics. The Friedman model called “financial capitalism” has become dominant across the business world, and can be very briefly summarized as follows:

There is one and only one social responsibility of business—to use its resources and engage in activities designed to increase its profits [for shareholders].

In that context, the question about the “right level of profit” is remarkable in the sense that it was posed by a corporation rather than a stakeholder or by an altruistic outside observer. It also occurred one year before the 2008 global financial crisis, and it directly challenged the core hypothesis of the dominant school of thought of Chicago.

The 2008 crisis began a questioning of the relevancy of the Chicago school

Since the 2008 crisis, the question of balancing people, planet, and profit has become a growing field of interest for an increasing number of stakeholders (businesses, NGOs, academics, etc.), denoting a rising level of discomfort with the current model. The majority of related initiatives in this space have focused on either mainstream corporate social responsibility (CSR) initiatives to attenuate or mitigate the negative impact of business on society and the environment, or on setting up philanthropic foundations or social impact–type funds to focus on social and environmental issues on the periphery of the business, or on social and environmental issues unrelated to business. But neither of these has truly challenged the system at its core or has challenged whether the “right” level of profit may not be the level that maximizes shareholder value unconditionally.

The right level of profit and two corollary questions

The question of the right level of profit raised two other important questions for us in our work that are both pragmatic and ethical. The first is whether there is an optimum level of profit that can ensure maximization of the holistic value created by the firm, including the continuing, healthy, profitable development of the firm. The second asks what moral principles might justify how much value a firm can extract from the business ecosystem in which it operates and upon which its long-term development depends. Both questions begin to address how value creation, value concentration, and value sharing are or should be related to one another.

These two questions—about holistic value optimization and morals, respectively—ultimately opened the door for an extensive applied research program (called the economics of mutuality1) that encouraged us to think big about how business (especially multinational corporations, or MNCs) could become a restorative power to address societal and environmental issues.

The program we embarked upon2 has combined academic research with thought-leading academic institutions and a strong business focus with Mars as a main sponsor, and it is now growing with the involvement of other MNCs that see value in our approach.

Visions of the authors

Completing Capitalism presents some of the most insightful ideas and results coming from our ongoing applied research program to date. The program, in our view and in the opinion of an increasing number of businesspeople, academics, and other thought leaders with whom we are now collaborating, may constitute a major business breakthrough. But this book is meant to introduce the new approach we propose rather than to detail it in depth. Such a book will actually come next year, coauthored with our key academic partners. This is, in part, because we are still very much on a journey of discovery ourselves, meaning the program continues to move ahead with new business pilots, partnerships, and findings every day. Still, there is much detail to share right now, and we have done so in these pages to illustrate the new model sufficiently for the reader to grasp its basic components and understand how it functions in practice.

This book also does not reflect the official position of Mars, Incorporated, but rather represents the informed perspective of the authors, who have jointly led this research effort since 2007 in their management leadership roles within the Mars internal think tank called Catalyst. We worked on the program collaboratively with our corporate think tank colleagues, and with a wide range of business leaders, NGOs, and external experts from a number of universities around the world and across many academic disciplines. We are telling the story, but there were many other protagonists and supporting cast involved without whom we would not be writing this today.

The crux of our discovery—in brief

Our approach is based on the simple assumption that most business sustainability issues can be solved effectively and durably, not through ad hoc CSR initiatives or philanthropy, but through innovative business model approaches that have the ability to drive both social and environmental performance while also delivering strong financial performance. The management theory we are developing, therefore, holds that business can simultaneously drive both profits and wider mutual benefits to people and planet through understanding and managing multiple forms of capital, namely human, social, natural, and shared financial capital. It is based on the assumption that while good management of these capitals can drive superior business performance, business in return can also impact (positively or negatively) these capitals.

The methodological challenge we have had to address essentially is twofold. First, the new metrics for the new forms of capital must be simple enough to be enacted in a business context, and stable across different geographies and business situations. Second, these metrics must be actionable for companies through new business practices and must deliver both social and environmental performance, along with excellent financial performance. Absent the aforementioned, we would frankly add little to traditional CSR approaches to business sustainability that deliver some good for society and/or the environment (or some “less bad”), at a cost to shareholder dividend, meaning the application would not likely hold the potential for business reformation.

While extensive research and major breakthrough insights have been accomplished on the measurement side (see table I.1), the development of new business practices to enact these new forms of capital that will lead to truly holistic business performance is still largely a green field that we are currently developing and testing. Table I.1 is a summary of the major insights we have uncovered through our program thus far that can begin to provide business with core drivers of performance that go beyond financial capital.

Table I-1. Key Findings: Other Forms of Capital and How They can be Measured





	Human Capital

Key drivers of individual well-being in any cultural context based on individual skills, experience, knowledge, satisfaction (general and job specific), and health.

	 

Measured through an adapted “well-being at work” survey to guide human resource–type interventions that will bring tangible benefits in talent attraction, retention, and optimization of performance.




	Social Capital

Nonfinancial relationships that affect a community’s well-being and prosperity in ways that can bring sustainable quality of life increases which, in turn, positively impact performance.

	 

Measured by survey through just three key drivers in any business situation or location: trust, community cohesion, and capacity for collective action.




	Natural Capital

The complete input flow of natural resources used across the entire value chain of a product.

	 

Measured through five main metrics: materials (renewable and nonrenewable), air, water, and topsoil erosion, the granular understanding of which can guide management investment decisions to make businesses more resource efficient.




	Shared Financial Capital

How economic benefits of business activities are shared among a value chain’s participants, in order to ensure a sustainable margin and wage and to identify where supply chains are comparatively strong or vulnerable.

	 

Measured in economic value created locally and in the wider community.





These metrics have four crucial characteristics in common that are designed to ensure business relevance and broad applicability:

[image: Image] Parsimonious. Each capital can be measured with a small number of variables accounting for approximately 75 percent of each of the capitals (good enough and simple enough for business use).

[image: Image] Related to performance. The strong correlation between nonfinancial capitals with economic performance has been established in a number of our business pilots across geographies and business situations.

[image: Image] Stable. They are stable across several countries (in Africa, Asia), different businesses, and different situations and value chains (supply and demand side).
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