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JVBLMission Statement

The mission of theJournal of ValueBased Leadership(JVBL is to promote ethical and moral leadership
and behavior by serving as a for um Ifservesdsd esogrcean d
for business and institutional leaders, educators, and students concerned about valueased leadership.
The JVBL defines valuesbased leadership to include topics involving ethics in leadership, moral
considerations in business decisioimnaking, stewardship of ounatural environment, and spirituality as a
source of motivation. The Journal strives to publish articles that are intellectually rigorous yet of practical
use to leaders, teachers, and entrepreneurs. In this way, tl&/BLserves as a high quality, interational
journal focused on converging the practical, theoretical, and applicable ideas and experiences of scholars
and practitioners. TheJVBL provides leaders with a tool of ongoing setfitique and development,
teachers with a resource of pedagogical gyort in instructing valuesbased leadership to their students,
and entrepreneurs with examples of conscientious decisianaking to be emulated within their own
business environs.

Call for Papers

The JVBLinvites you to submit manuscripts for review angossible publication. ThelVBLis dedicated to
supporting people who seek to create more ethically and socialgsponsive organizations through
leadership and education. The Journal publishes articles that provide knowledge that is intellectually-well
dewveloped and useful in practice. ThedVBLis a peerreviewed journal available in both electronic and
print fora. The readership includes business leaders, academics, and students interested in the study and
analysis of critical issues affecting the practicef valuesbased leadership. TheJVBLis dedicated to
publishing articles related to:
1. Leading with integrity, credibility, and morality;
2. Creating ethical, valuesdased organizations;
3. Balancing the concerns of stakeholders, consumers, labor and managemenand the
environment; and
4. Teaching students how to understand their personal core values and how such values impact
organizational performance.

In addition to articles that bridge theory and practice, th&/BLis interested in book reviews, case studies,
personal experience articles, and pedagogical papers. If you have a manuscript idea that addresses
facets of principled or valuesased leadership, but you are uncertain as to its propriety to the mission of
the JVBL please contact its editor.

While manuscript length is not a major consideration in electronic publication, we encourage
contributions of less than 20 pages of doublspaced narrative. As thelVBLis in electronic format, we
especially encourage the submission of manuscripts which utilizeswal text. Manuscripts will be
acknowledged immediately upon receipt. All efforts will be made to complete the review process within 4
6 weeks.

Review Process

TheJVBLs ee ks wor k that is clearly written abuedwithel ev e
analytical and intellectual excellence. In this respect, the editorial review board shall consist of both
leading scholars and respected higlevel business leaders.

All manuscripts undergo a twstage review process:

1) The editor and/or his or ler representative will conduct a cursory review to determine if the
manuscript is appropriate for inclusion in thdVBLby examining the relevancef the topic and its
appeal to the Journal ds target reader sidght, ip . Th
request submission of a revised manuscript which will then be subject to a comprehensive in
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house review, or c¢) forward the manuscript for review pursuant to the provisions of the following
paragraph.

2) The editor will send the manuscript to threeeviewers consisting of at least one scholar and one
practitioner. The third reviewer shall be cho
nature of the manuscript. Once reviews are returned, the editor may: a) accept the manuscript
without modification, b) accept the document with specific changes noted, c) offer the author(s)
the opportunity to revise and resubmit the marl
comments and notations, or d) reject the manuscript. To be considered pshible, the
manuscript must be accepted by at least one of each type of reviewer.

Privacy Notice

The material contained in this Journal is protected by copyright and may be replicated only in a manner

that is consistent withJVBI6 s mi s s i o n ,tivitgso £onsnerciah replicat@rcis strictly prohibited.
Prohibited uses include but are not limited to the copying, renting, leasing, selling, distributing,
transmitting, or transfer of all or any portions of the material, or use for any other commetcad/or
solicitation purposes of any type, or in connection with any action taken that violatesthéBlb s copyr i ¢
The material is not to be used for mass communications without express written consent, but may be
downloaded for purposes of individuainember use and communication. All other uses are prohibited
without prior written authorization from theJVBL For any information concerning the appropriate use of

the material, please contactlVBLeditor Elizabeth Gingerich at 1.219.464.5044.

Postal Information

The Journal of ValueBased Leadershipis published online biannually in Winter/Spring and
Summer/Fall by the College of Business Administration, Valparaiso University, 1909 Chapel Drive,
Valparaiso, Indiana 46383. To receive Aound hard cqy of any ssue, please remit the sum of $0.00

per copy to the Valparaiso College of Business AdministratiorlVBL. and indicate which issue and the
guantity of copies desired together with your current mailing address and telephone numbeFor
additional information, please Vvisit http://www.valuesbasedleadershipjournal.com or http:// www.
valpo.edu/cba/jvbl. To report a change of address, contactalparaiso University College of Business
Administration, 1909 Chapel Drive, Valparaiso, Indiana 46383, 1.219.464.5044 or emall
Elizabeth.Gingerich@valpo.edu
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Indiana 46383, Elizabeth.Gingerich@valpo.edu1.219.464.5044, fax: 1.219.464.5789. Please
remember that existing artwork or images that you may want to include in a new work may be protected
under copyright law. The unauthorized incorporation of such material ingour new work could be a
violation of the rights of the copyright owner. Please be sure to obtain any permission required from the
copyright owner.

Disclaimer

Articles, reports, and surveys contained herein reflect the views of the individual authorsdannless
expressly so indicated in the text, do not necessarily represent the position of the Valparaiso University
College of Business Administration.


http://www.valuesbasedleadershipjournal.com/
http://www.valpo.edu/cba/jvbl
http://www.valpo.edu/cba/jvbl
mailto:Elizabeth.Gingerich@valpo.edu
mailto:Elizabeth.Gingerich@valpo.edu

Letter from the Editor

The more money, thd i g g e r thehless ceritral andthe less ethical

When considering this statement, thoughts of corporate malfeasance committed by the largest
multi-national entities (MNEs) come to min@ from the Enron scandal i2001 which led to the
passage of the 2002 SarbanesOxley Adt d to the BP oil spill in April, @10, which has now
escalated to myriad lawsuits filed by the U.S. governmerdtate agencies,individuals, and
businesses Modernrd ay comment ators and critics have as
be the driving force of busineses, regardless of l&@or exploitation, product inferiority,
environmental degradation and nonallegiance to any nation In light of the hundreds of millions

of dollarsin fines assessed by the U.S. government alone against a substantial number of MNEs
and small and medium eterprises (SMEs)ver the last decade,perhaps credence should be
givento this pronouncement ogp@rations haveneither bodies to be punished nor souls to be
damned. 20

Clearly,the current business community has not eschewed the Friedman economic paradig
but there are refreshing examples of business leaders championing socie¢sponsibility and
environmental stewardshipas the second and third prongs of the metrics used to measure the
success of any business. This type of leadership is not only inggrbut has become increasing
attractive to more of the investor community.Companies have begun to evaluate their
operations that extend beyondmerely increasing their net profit, and are demonstrating
significant community involvement, environmental resp#, and equity in labe practices.
Ostensibly,these other metrics of gauging business success may truly be disingenuous and
undertaken solely for the purpose of marketing as opposed t@presentinga serious, concerted
effort to discern how that businessentity could be a better world citizenOther changes ofthe
corporate paradigm may come as a result of government sanctior enactment of relevant
rules and statutes. Some business leaders may effect changes as a meansatdnement of
past bad practices.

But others have displayed a greater sense of commitment, transcending empty praise.

The articles in this issue will allow you to arrive at your own conclusions.

| Elizabeth Gingedi&in

! SarbaneOxley Act of 20Q2also referred to as The Public Company Accounting Reform and Corporate Responsibility Act, (January
5, 2009, 15 U.S.C. Chapter 98).
23, PoynderJ. (1844)Lord ChancellorAurlow (€ 1775). Literary Extracts. 268.
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0Smartdé Change in Strategy:esl BM0s Respor
Overviewprovided by Elizabeth Gingerich, JVBL Editor.

International Business Machines, or IBM, has been an indisputable force in the
communications industry, leading the world into thenodern, global technologicalage.
Currently, IBM has revamped itsbusiness paradigm, allocating the majority of its
resources toconsulting work and data analyses rather than manufacturing as it had done

so in the past i for the primary objectives of optimizingexisting assets, resolving
problems of burgeoning cities ad beleaguered governments,and enhancingpeop!l| es &
lives in a sustainable way

IBM: Building a Smarter Planet

Interviewwith Sandy Dochan, Manager, Corporate Citizenship & Corporate Affairs and Jeff
Tieszen, P.R. Manager, Western U.S., IBM Americas

A candid discussionis presented with two IBM corporate manage s regarding
history and current involvement in sustainable global developmenfThis frank interview
travels from the roots of the organization throughthe changing leadershipof today,
explores dilemmas experienced and lessons learned, andlentifies the challenges and
successes of one of the largest multhational corporate entities in the worldnarketplace.

Oliver Winery and the Recipe for Valu@ased Leadership:People, Productand
Place

Allyson Baughman, M.B.A. , Valparaiso University ; Alexandra Schroeder, M.A., Indiana
Uniwersity, Dean Schroeder, Ph.DUniversity Of Minnesota

These three authors have collaborated to provide@mprehensive examination of a small winery
business and therevelation of the necessary variable for successii financially, ethically, and
environmentally. Acase study of this businesss presentedfrom its inception to its current status
as a small, yet growing and weHlegarded business. | t s&cet for success? Take care of your
customers and employees, make the highest quality product, and take pride and conserve the
natural resources which support the business.

Holistic Leadership: A Model for Leadéflember Engagement and Developent
K. Candis Best, JD, MBA, MS, PH.D., Educator/Consultant, Brooklyn, NY

Dr . Candis Best explores the t hppadesthe médelantdo! i s
framework for it to be empirically tested. At present, Best opines thadlistic leadership produces
leadership which supports the development of selfeadership capacity while preparing
participating members for the exercise of increasing levels of sditermination and participatory
decisiorrmaking.

A Tale of Two Cultes: Why Culture Trumps Core Values in Buildirigthical
Organizations
David Burkus, Regent University, Virginia Beach, VA
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93

As esearchdemonstrates that organizational culture is a primarinfluence ofemployee behavior
and that leaders shape this behawr, this author explores theinfluence of the effects of
organizational culture on ethical behavior by considering two separatand very different,
corporate case studiesEnronand Zappos

Leadership: The Tabletop Concept
Travis M. HagelbergGonzaya University(WA) Cheyenne WY

Applying the analogy of the fousupporting pillars of support fora table i and thus, in similar
fashion with a true and lasting, moral leaderfi Hagelberg discusses howfour leadership
principles in particulard integrity, competence emotional intelligence and vision & are the four
essential traits ofsuccessfuland lastingleadership.

The Leader as Moral Agent: Praise, Blame, and the Artificial Person
Joseph P. HesterPH.D. Claremont, NCand Don R. Killian, MA, Mount Holly, NC

The leader as the moral agent can be both a singular and a collective entity. Regardless, that

individual or group of individuals must establish and live by a moral paradigm where seffpect

and respect for coworkers is paramaint. In essence,the moral agent mustdeadby exampl e

And it is not simplysufficient to choose the correct pathway but taare about choosing the
correct pathway, stripping the decisiomaking process ofdisingenuousor superficial motives and
injecting heart, concern, and passion for doing what is right
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Introduction

It might surprise the average reader to know that American giant International Business and
Machines, beter known as IBM, only dedicates about 20% of its services toetmanufacture of

its hardware.The remaining 80% is devoted to consulting the computer and technology fields.

| B Méossulting programs all share one commortharacteristic: the word SMARTZz or a
derivative thereofz typically precedes the name of the specific consulting program involved.
What is readily apparent is that theseSMART programs have reignited a new phase of
innovation and creativity in a world demanding an equitable balance etonomic social, and
environmentalconcerns

AEt hi cs and c¢ o nmeiadepatable; éNa
society anywhere will complete very long or
successfully with people stabbing each other in
the back; with people trying to steal from each

other; with everythin requiring notarized
confir ma
fellow; with e
litigation; and
regulatory legi

ble ending in
riting reams of
ness hand and
foot to keep it 0 escaping this
fact: the greate utual trust and
confidence in the ethics of a society, the greater
its economic strength. o

o John Akers, former IBM Chairman

'@Wﬂ‘ﬁf” Change In Strategy:

Response t©®

¢

ause you

Ch

Founded on June 16, 1911 in Endicott, New York|BM has always been a frontrunner in
innovation. Some of its business practices, both past and more currently, have been
controversial; others have developedesponsibly and ingeniously in answer to customer and
shareholder demands and to meet, and even exceed, government regulations.

IBM has summarized its approach in doing business in a world marked by serious challenges:

0The

ssues waé fromrclean waled to eafe $obdptg sustainable and vibrant
cities, to smarter work, to empowered communitied are not a choice between business

*Gingerich, Elizabeth (2011YhelBM logois used in this article for educationgurposes only.



strategy and citizenship strategy. They are
This company recognizes the interconnected global community that exists and realizes:that
0The way the world | igmarte@a 6l y wor ks h:

IBM has funneled its resourcesnto building smarter transportation systems cities, power grids,
money, food systems, healthcare, telecommunications, and wateraround the globe. Andhis

smarter way of doing business is not just apfied internally, but also to businesses,
municipalities, governments, and countries.

The Evolution of a Multinational Corporation

IBM is headquartered inArmonk, New YorkAs of 2009, IBM emplged more than 399,409
worldwide 4 Other relevant statistics from its 2009 annual report indicate increases ievenue

by $95.75 billion, operating income by $17.01 billion, net income by $13.42 billion, and total
equt y by $22.63. However, the company®6s tot al
year?

To further understand the breadth of this companyit is important to recognize that its
commitment to innovation is reflected byhe number of patents itholds. From 1993 to 2007,

IBM was awarded over 38,000 L. patents and has invested approximatel$5 billion a year in
research, development and engineering since 1996. IBN& current active portfolio contains
approximately26,000 patents in the US. and over 40,000 patents worbiwide as a direct result

of its investments. Business Standardr e por t s t hat | BM oO0shattered
becoming the first company t o s%Qstersiklys IBMis@0 0
formidable organizatim, having effectively launched a campaign to create new assets, promote
the optimization of existing assets, and analyze data to better lives in various ways.

The Environment
Waste Reduction

IBM established a corporate policy on mvironmental protecton in 1971 with the support of a
comprehensive globalenvironmental management systemAccording to company reporisits

total hazardous wastedecreasedby 44% over the past five years and 94.6% overall siné887.

| BMO s tot al hazardous waste cal cul ation- con
manufacturing and manufacturing operations Waste from manufacturing operations includes

waste recycled in closedoop systems where processed chemicals are recovered for selsient

reuse rather than for potentially toxic disposal. Within the last decade, IBM has redesigned
processes to eliminate almost all closetbop recycling and has actively substituted more
environmentaHlriendly materials.IBM has additionally constructeca modeling solution to help

® IBM 2008 Corporate Responsibility Repokast visited March 8, 2011, <http:/www.ibm.com/ibm/responsibility/report

home.shtml>.

4 IBM 2009 Annual Repoitast visitedMarch 8, 2011ghttp://www.ibm.com/annualreport/2009/2009 ibmannual.pdf>.

® IBM 2009 Annual Reportrinancial HighlightsLast visitedMarch 8, 2011 <http://www.google.com/finance?q=NYSE: IBM
&fstype=iix

® 1BM tops patent leadership in 200Business Standar#lumbai, India. January 15, 2009.
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protect the environment and reduce its owrcarbon footprintby using aGreen Sigmasystem?/
| BM6s goal wi t h tidges toGoateee with 8ients noabotlo fedlizzeconomic
benefits and to achievea reduction of the company's impact on the environme#t.

Since 2005, | BM6s tot al hazardous waste has
recycled 45 percent of all of its hazardousvaste while 31.4 percent (mainly sludge from
industrial wastewater treatment plants) was sent to landfills. Of the nonhazardous waste I1BM
generated in 2009, 76 percent was recycled. But while IBM has made significant inroads in
reducing landfillwastej t must stil | grappl e wwaddt ea.ck uimu | tal
World War 1l age, IBM, like all other technology manufacturing companies, realized enormous
success with the production of computers and software. But with rapidly changing teclogyl,
electronics have been rendered obsolete in short periods of time. The U.S. alone discards 30
million computers each year of which the Environmental Protection Agency estimates only 15

20% is recycled with the remainder disposed of into landfill8.

According to the Environmental Protection Agency, the UiScurrently home to approximately
3,091 active landfills and over 10,000 old municipal landfilld1 most of which containe-waste or
Waste Electrical and Electronic EquipmenfWEER E-waste includes discarded, surplus,
obsolete, or nonfunctioning electrical or electronic devices. The particles and compounds which
comprise these devices are known to causes serious health and pollution probletnshumans,
animals, and ecesystems Some electronic sa@p components, such as cathode ray tubéCRT)
computer monitors, contain contaminants such as lead, cadmiungpoxy resins fiberglass
PCBs PVC(polyvinyl chlorides)thermosetting plastics and mercury 8 all known toxins. The
release of these materials intothe ground contaminatesunderground aquifers andinto the air
as methane gas increasinty continues to poseserious envionmental dangers!? To date, there
is no federal or state legislation that would require the producers of these iterdsncluding IBM
0 to mine these landfills and recover their discarded products.

Other negative environmental charges have specificalljagued IBM.For example, it has been
reported thatIBM used liquid cleaning agents igircuit board assembly operatios for more than

two decades. Six separate sfis and leaks were recorded, including one leak in 1979 of

4,100 gallons from an underground tank. These oversights lefolatile organic compounds

behind in the soil and aquifers of Endicott, New Yorkhe original h o me o f | BM& s
headquarters. Elements ofoxicor gani ¢ compounds were identifi
albeit within regulatory limits. Additionally, from 1980, IBM has reportedipumped out

78,000 gallons of chemicalsd includingtrichloroethane, freon, benzeng and perchloroethened

directly into the air. IBM Endicott has been identified by the Department of Environmental

" Green Sigmés part of a system which is currently being developed in Dublin, Ireland, and focuses on carbon, water, atmospheric
emissions, liquid waste, solid waste, gnouemissions, and the reporting on these elemern®etrievedMay 23, 2010,
<http://www.ibm.com/ibm/responsibility/world/environmental/pollution.shtml>.

8f | B MretrievedViay 23, 2010http://mww-935.ibm.com/services/uk/bcs/pdflibm221602greensigmafinal.pdf

9 See<http://www.ibm.com/ibm/environment/pollution/~.ast visitedlarch 6, 2010.

10 See<http://www.epa.gov/epawaste/conserve/materials/ecycling/manage.htmast visitedvlarch 6, 2010.

11 See<http://www.zerowasteamerica.org/landfills.htnizast visitedvlarch 8, 2010.

12 JonesPaniel C(2010).Business Manageme®38, Feb. 26.

13 See<http://www.epa.gov/dfe/pubs/compdic/lcasum/ques8.pdf. Last visitedMarch 8, 2010.
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Corservation asa major source ofair and water pollution, however state health officials have
been unable toconclusivelylink the pollution to specific health problemst4

Transportation and Alternate Sources of Energy

Undoubtedly, the measure of true pncipled growth of both individuals and businesses is taking

full accountability for past mistakes and committing to change. IBM hgsespecially within the

last several decades launched laudatory environmental initiatives. In addition to the reduction

of its own generated waste, IBM has ventured into smarter commuting practices and the use and
development of alternate sources of energyWith respect to worker commuting IBM was
recognizedin2006as one of the O0Top 20 Best United$gieks a c e s
Environmental Protection Agency EPA) i n recognition of the <col
and air pollution1> And in the field of solar powerTokyo Ohka Kogyo Co., Ltd. (TOK) and IBM
have been in the process of collaborating to establisaffordable methods for introducing the

next generation ofsolar energyproducts into the global marketplacé® Known asCIGS(Copper
Indium-GalliumSelenide)solar cellmodules, this thin film technology, hasbeen toutedas being

capable of reducing the overall cost of solar celts further enable their widespread adoptiont’

Additionally, IBM has also made a switch to natural gas which has helped the company lower its
greenhouse gas emissions by 70 percent and its energy use by 21 percent since 1990. In 2005
and 2006 alone, the company saed $4.4 million through a 2 percent reduction in fuel
consumptioni8 Other noteworthy initiatives include the following:

e 2005: Received Low Carbon Leaders Award from Ti@imate Group.

e 2006: Est abl i s hréegeneratBriVi@emigsions reduction goalpuilding upon its
results between 1990 and 2005. | BMO&6s energ
kWh of energy, avoided 2.7 million metric tons of @@missions (an amount equal to 40
percent of its 1990 emissions), and saved the company $273 mniin in energy expense.

e 2006:Received the U.S. EPAG6s Cli mate Protect
award twice) and was recognized by the U.S. EPA under @lienate Leadersprogram for
attaining voluntary goals.

e 2007: Prohibited the use of ptyvinyl chloride (PVC) in IT system enclosures and
perfluorooctane sulfonate (PFOS) and perfluorooctanoic acid (PFOA) in new IBM
manufacturing, development, and research processes.

e 2007: Was recognized by th&PA for its leading green power purchases inet US. and
for its support and participation inthe EPA's Fortune 500 Green Power Challenge. IBM

2 fin an I.B.M. Village, Pollution Fears Taint Relations With Neighlipkew York Times Onlinel5 March 2004
AEnvironment aRetriePed Maye 23; 12010, .<http://www.ibm.com/ibm/responsibility/world/ _environmental
[pollution.shtml>.
dBM and Tokyo Ohka Kogydlurn Up Watts on Solar Energy ProductiohRetrieved May 23, 2010,

5 <http://www.ibm.com/ibm/responsibility/world/ environmental /pollution.shtml>.

1 oL . aRettievedMay 27, 2009<http://www.ibm.com/ibm/green/index.shtml>
See<http://www.ibm.com/ibm/environment/information/40_Years of IBM_Environmental Leadership.pBetrievedMay 23,

2010.
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purchased enough renewable energy in 2007 to meet 4% of itsSJelectricity use and
9% of its global electricity purchasg!®

e 2008: Joined the Carbon Disclasr e Pr oj ect d6s Supply Chain Pr

e 2009: Purchased 560 million kWh of renewable energy, representing 11.3 percent of the
company's global electricity usage and a CO2 emissions avoidance of 191,000 metric
tons.

e 2009: Avoided the emissions of more than 334,000 metric tons of COZ2through its
energy conservation efforts angrocurement of renewable energy

e 2010: Established requirement that all IBM suppliers develop, deplognd sustain a
corporate responsibility and environmental manageent system, set voluntary
environmental goalsand disclose performance

e 2010: Achieved elimingion of al uses of PFOS and PFg2RA- i n
conductormanufacturing operations

e 2010: Announced it had built a solar cell in which the key layer thabsorbs most of the
light for conversion into electricity is made entirely of readily available elements and is
manufactured using a combination of solution and nanoparticleased approaches. This
solar cell set a new world record for efficiency and holdke potential for producing low
cost energy that can be used widely and commerciafy.

Human Resources
Internationalization, Shifting Demographics, and Unionization

In 2010, IBM employed approximately 105,000 workers in the U.3a decrease of 30,000 snhce

2003. In the first quarter of 2005, IBM eliminated 14,500 positionsd predominantly in
European countries. On June 8, 2005, IBM Canada Ltd. eliminated approximately 700 positions.
However, in its determination to broaden its focus by engaging emergim@rkets, these figures

are offset by | BM&s empl oy mé antincreabe obovee 66,000, 0 0 O
2003.21 Additionally, IBM offices in China, the Philippines, and Costa Rica have begnessing

a recruitment boom due to lower wagesless regulatory controls,local revenue growth, and
increasing percentages of educated and skilled technical and business workers. IBM has
explained this reconstitution of its global workforce to be an integral part of an overall strategy to

or e b al a orfoko®f professionpl skills.

Even with a workforce this large and this diversanion representation has not been a significant
factor in managemen#labor relations. Traditionally, IBM has resisted labor union organizing,
although unions do represensome IBM workers outside the United States, most notably in the
United Kingdom. Perhaps this has not been problematic as IBM has a long record of rewarding
its employeeswith benefits and bonusesand was one of the first corporations to provide group
life insurance (1934), survivor benefits (1935) and paid vacations (1936) to its workforce.
Additionally, employees have been encouraged to discuss their grievances and concerns with

19 See<http://www.ibm.com/ibm/environment/news/greenpower_2007.htmI>RetrievedMarch 8, 2011.

2 gee <http://www.ibm.com/ibm/environment/information/40 Years of IBM_Environmental Leadership.pBRetrievedMarch 8,
2011.

! Freeland, Chrystia (201D+H H 0 @ & ¢ KS  a d2iReulers- DalysisSOpinipa @http://blogs.reuters.com/chrystia
freeland/2010/10/22/themumbaiconsensus/>RetrievedMarch 8, 2011.
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management t hr o u gQOpen tDboeprograonm @ laisnfgrid ©f internal esolution

dispute was frst implemented byJ oh n J. Wat son, Sr . (t nethe c o mp
1910s.The Open Doorprogramwas a traditional company practice that granted employees with
complaints hearings wth senior executivesjncludingthecompany 6 s pR2esi dent

Diversity in Policy and Practice

With respect to civil rights, | BM&ds histori ceze
preemptively. For instance, in contraveinti on
part legidated by judicial fiat inPlessy v. Fergusoi¥ 8 and well before the enactment of the the

Civil Rights Act of 1962* and the Americans with Disabilities Aép, IBM had already begun to
diversify its workforce. In 1899, the Computing Scale Compadyone of three companies to

later form IBM& employed AfricarAmerican Richard MacGregor as well as three women, Lilly J.
Philp, Nettie A. Moore and Emma K. Manské. By 1914, IBM added a disabled employee to its
workforce2? On September 21, 19 8e8t,Thom&M.oMatson,ejrsentroata pr e s
controversial letter to all IBM employees stating that IBM needed to hire the best people,
regardless of their race, ethnic orig, or gender. He also publicized this policy so that in his
negotiations to build new manufacturing plants with the governors of two states in the U.S.
Sout h, hi s message t hat | BM wo uskpdrateg-equald e r (
workplaces would be unambiguous?

IBM added sexual orientation to its nondiscrimination policy in 1984 acknowledginigat by
eliminating such barriers, the company would acquire a competitive advantage because I1BM
would be able to hire talented people turned down by its competitois.IBM has gone even
further with its human relations policies by providing sarsex partrers of its employees with
health care benefits and by creating both &LBT Diversity Network Grougnd the Employee
Alliance for Gay and Lesbian EmpowermeEAGLE), the latter boasting over 1000 registered
members worldwide. TheHuman Rights Campaigrhas rated IBM 100% on its index of gay
friendliness since 200330 This recognition and protection of human rights has not just been
restricted to employees in the United States. For example, in 2007 and again in 2010, IBM was
ranked first in Stonewall'sannual Workplace Equality Indefor U.K. employersG@obally, IBM has
won over forty gay, lesbian, bisexuaand transgender awards$! And with respect toworking

2 Mills, Daniel Quinn & Friesen, G. Bruce (1988pken Promises: An Unconventional View of What Went Wrong at HBMard
Business Press, pp.&.

%163 U.S. 537 (1896).

2pyb. L88-352, 78Stat.241, enacted Julg, 1964.

% aAmericans With Disabilities Act of 19%b. L. 10836, 104Stat.327, enacted Julg6, 1990, codified a2 U.S.C§ 12101

ByL . ghtE//www.ibm.com/employment/us/diverse/heritage_ibm_1900.shtm>RetrievedMarch 8, 2011.

TEaL.a *kfdZAy3d 5 AMDBNNESBWE Mitp:AwSN.Ibril.dod/Employment/us/diverse/heritage_ibm_1910.shtel
RetrievedMarch 8, 2011.

BylL.alUs 9h tfArde i S NIIBMVA <http://avivibmEEndeyipholyniehtisydiveFsa/BINcEshtrd:S NE A ( & ®
RetrievedMarch 8, 2011.

ByL.a +IfdAy3a 5m @B nEmedtidywwiv.SNIohlemByment/us/diverse/heritageibm1980.shtml>
RetrievedMarch 8, 2011.

% HRC Corporate Equality B Score International Business Machines Corp. (IBM) profitetp://www -ibm.com>.RetrievedMay
27, 2009.

Sl . a<btp/iwww -03.ibm.com/employment/us/diverse/awards.shtml#glbRetrievedMay 5, 2009.
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women, IBM was the only technology company rankedWorking Mothermagazine's Top 10 for
200432 and one of two technology companies in 20083

Unsettled Accounts

Privatization Backlash

In an attempt to privatize the processing of welfare assistance applications and determine
eligibility for food stamps, Medicaid, and other needsased benefits, IndianaGovernor Mitch
Daniels signed a 106year, $1.16 billion deal with IBM in 2006. The objective of this alliance was
to upgrade and outsourceg h e s papetbaséd welfare application system to a system which
uses a statewide call center and online documerngrocessing. Part of this new plan was to shift
1,500 of the stateds 2,200 caseworkers to the
from clients whose claims were allegedly lost or wrongfully denied, the State of Indiana cancelled
the contractand filed a lawsuit against IBM. IBM has countersued the Indiana Family and Social
Services Administration for claimed deferred payments, arguing that the Daniels administration
failed to anticipate the consequences of increased new applications due to atonomic
downfall 34

Punch Card Systems and the Third Reich
One of the most controversial business relationships is said to have occurred during World War |l
between IBM and the Third Reich. In his bookBM and the Holocausg®> author Edwin Black

mai nt ai ns t hat t he Nazi government , i n i ts
populations, needed a way in this preomputer age to manage the massive trafficking gfeople

to ghettos, detention facilities, and wul ti ma
solution. o With the movement and relocation

used to identify the camps, classify the prisoners, and relatiee status of each person taken into
custody. These punch cards were not sold, but leased and serviced on site each month. Black
points to documentary evidence in the form of lease and service contracts entered into between
the Third Reich and IBMNew Yorkregarding the lease and service of these machines. IBM has
countered with the argument that it had no control over how the machines were usadd
therefore wasin no way complicit with the Holocaust.

Foreign Corrupt Practices Act (FCPA)

As t he buwsioesdesdlsome more aligned to international trends and transactions, the
temptation to gain an unfair advantage with foreign governments to secure potentially lucrative
contracts through bribery, extortion, and other forms of corruption has become magrervasive.

In response to this type of monopolisti®@ and often criminald form of business dealing, the
referred tdr iaket nW@whe®Hhasadiesighed to prohibit any U.S. or foreigimited

amnn 0Sa%ia ORxvdging$other Media, Incshttp://www.workingwoman.com/top10.html>.Retrievediune 62006.
Bamnn 085aid O2wdking/Mofheér Media,Angskttd://www.workingwoman.com/top10.html>.Retrievedlune 62006.
34 Associated Press, Mayl12010.The RepublicColumbus, Indiana.
% Black, Edwin (2001).IBM and the Holocaust: The Strategic Alliance between Nazi Germany and America's Most Powerful
Corporation.Washington, DC: Dialog Press. In 2003, Ahgerican Society of Journalists and bt bestowed its Best Nen
Fiction Book of the Year award to this work.
% TheForeign Corrupt Practices Act of 197% U.S.C. §§ 78dd et seq.
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States Congress enacted the Foreign Corrupt Rtmes Act (FCPAY 0 more commonly
corporation that has a class of securities registered or that is required to file reports pursuant to
the provisions of the Securities and Exchange Act of 1934 from giving anything of value to a
foreign official or to a breign political candidate or party to gain an unfair business advantage
against its competitors.

The dilemma facing the eveexpanding multinational corporation is the lack of absolute control

over foreign subsidiaries and others who serve as potentiagents for the company. While a
company is generallynot legally responsible for the criminal acts of its agents and employees
(unless it knowingly authorizes or participates in such behavjpthe FCPA does contain an
accounting provision whereby the dails of each foreign transaction must be reported to the
Securities and Exchange Commission (SEC). In this mannke, parent can be held liable for its
failure to ensure the accuracy of a subsidiar
reason to know of the false information provided withi®. The provisions of this Act are enforced

by both the SEC and the U.S. Department of Justice (DOJ).

On May 21, 1997, both the New York Times and the Wall Street Journal reported that an
Argentinean fedeal judge had indicted 10 people on charges of bribery in connection with a
contract entered into between an Argentinean subsidiary of IBM and Banco de la Nacibn

Ar gent i roared barktIBM Argentina and its former President, Ricardo Martirano, ger
accused of paying an estimated $37 million in bribes to secure an agreement to computerize
Banco de | a Naci-nés 525 branches. I n July of
the bribery charges but left the lesser charge of fraud standing.NENY-USA immediately fired its
Argentinean subsidiary executives in response to this scandal.

This case came directly under the purview of the FCPA and was investigated by both the U.S. SEC
and the DOJ. In 2000, IBMagreed with the SEC to pay a civil patly of $300,000 and to accept
entry of an administrative Ocease and desi st ¢
ended its own investigatiors?

Another FCPA incident occurred in South Korea in 200Bg facts of which were very similar to
the Argenrtinean Banco de la Nacidén controversy In both cases, local prsecutors in the IBM

s u b s i sdhbsa coynfiy charged the subsidiary with paying bribes to government officials or
employees of stateowned companies to securea state procurement contact. After local
investigations commenced, IBM fired its subsidiary executived.S. charges were never formally
initiated. The primary difference between the two cases was the size of ferported bribes in
Argentina, thetransfer would have yielded appximately $250 million in new contrats, whereas

i n Sout h dKkobsidiaay,repdrt@&M detted under $50 million in new contracts for about
$300,000 in alleged bribes40

%15 U.S.C. §§ 78¢H

% Gamble, William (September 22, 1997). The IBM Argentina C&senments on the Feign Corrupt Practices AcEmerging
Market Strategies<http://www.emergingmarketstrategies.com/articles/2the-ibm-argentinacase-commentson-the-foreign -
corrupt-practicesact.htmll>.Last visitedMarch 10, 2011.

% Securities and Exchange Commissiolmternational Business Machines Cpfp00CV030400 (D.D.C. Dec. 21, 2000the Matter
of International Business Machines CoAdministrative Proceeding File Ne13097, Rel. No. 343761, Dec. 21, 2000.

“0 Smith, Richard (January 8, 2004). Q@pis]) Did it Againshttp://www.fool.com/investing/general/2004/01/08/oopsbm-did-it-again aspX>,
Retrievedlanuary 5, 2011.
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In an attempt to avoid the appearance of impropriety, IBM has voluntarilgurtailed its
involvement inforeignbased projectsbidding. Additionally, it has prepared &€ode of Conduct
which is incorporated in each of its contracts and expressly references the FCPA. The truncated
language of the Code reads as follows:

)" -60 #bondubt T £ #
This Code of Conduct (Code) applies to all your activities in your IBM business relationship with us. By
establishing this Code and making it part of your relationship with IBM, we are acknowledging your

critical role in defining and protecting ourmost valuable collective asset the trust that our clients,
investors, colleagues and communities place in IBM and our business associates.

Our industry and the markets we serve continue to undergo significant changes. As a whole, these
changes make tle ways in which we do business more complex and constantly present new
regulatory, ethical and legal issues. You must observe the highest ethical principles in all your
activities in your IBM business relationship, and avoid engaging in any activity thatdlves even the
appearance of impropriety.

This Code defines the minimum standards of business conduct and business practices with which
IBM expects you to comply in regards to your IBM business relationship. If local laws and regulations
are more permsgsive than this Code you are expected to comply with the Code. If local laws and
regulations are more restrictive, you must always comply with those legal requirements

Financial Integrity and Accounting

Accurate and reliable financial and business rewds are of critical importance. You should not
engage in any actions that could result in conveying false or inaccurate financial information to IBM
or our clients. You must ensure that all submissions you make to IBM, for example, orders, sales
reporting, special bid requests, rebates, reimbursement requests, are complete and accurate.

No Wrongful Payments

At all times you are required to comply with all applicable US and local antibery laws, such as the
United States Foreign Corrupt Practices Aand similar local laws.[Emphasis added]. You must not,
directly or indirectly, make or offer bribes, kickbacks, or other payments of money or anything of
value to anyone, including officials, employees, or representatives of any government, company, or
public or international organization, or to any other third party, for the purpose of wrongfully obtaining
or retaining business related in any way to IBM Products or Services. This includes giving money or
anything of value to any third party; where theresireason to believe it will be passed on to anyone
involved in the business decision process for the purpose of influencing the decision. When dealing
with others, including other IBM business associates, you must exercise reasonable due diligence to
ensure that you are aware of any potential warning signals that may indicate potential issués.

IBM and the Future: Building a Smarter Planet

IBM was made some bold moves throughout the world, demonstrating a new, innovative type of
leadership. It has specitally launcheda panoply of new programs, of which only several will be
highlighted. These examples include:

Smarter Planet (CityOne IBM)

This particular program addresses the aging infrastructure, inefficient banking, water quality,
transportation, commnunication, and crime control concerns which exist primarily in cities (in

4 gSee <http://www-2000.ibm.com/partnerworld/pwime.nsf/weblook/pubjoinmemeigreementcode.html>Last visited March 9,
2011.
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which over half of the worl dds population now
when and if roads, bridges, and highways are dangerous and in need of immediateation and

repair. Data indicating shifting demographics as well as peak times of commuting,
communicating, and monetary and service transactions are gathered, interpreted, and
translated into potentially new policies which are designed to betterthecédin 6 s qual i ty
well as improve customer services. With respect to crime control, IBM has developed the
technology to detect gunfire which reports such suspicious criminal activity to the nearest police
precinct even before#*a 09116 call can be mad

Smarter Food

In January, 2011, the U.S. Government passed the Food Safety ModernizatiortAgtying the FDA
the mandate to implement a sciencéased system for producing, processing, transporting, and
preparing foods in ways to maximize safety rfdhe consumer.P a u | Chang, direc
international q is ready te @mdklethe ichalleniges posed thyetine new lawt By
using its established pharmaceutical tracking program, IBM already possesses the ability to
trace food productsfrom farm and factory to food stores. With ever increasing product recalls
(152 billion per year) and resulting deaths from tainted products (5,000 per year), IBih
cooperation with the Food and Drug Administration (FDAhould be able to determine the
precise movement and storage of products in the foochain and invoke a recall to minimize
outbreaks of foodborneillnesses.4>

The Act will attempt toestablish over the next two yearsxactly how the tracking is to be
accomplished andmay likely lead to the promulgation of newFDA requirementswhich will in
essence, require farmers and manufacturers to purchaseomputer systems to monitor and
track shipments using labelsand scanning devicess part of this process'é

Smarter Water

It has been said tha wat er i's quickly becoming the wor
instead of living in a petroleurrbased world, we are now living in a watéased world. Sources of
clean water are indisputably becoming sanar ce

continues to escalate at unprecedented, unsustainable levels. One phenomenon which has
demonstrated this serious ecological change is Lake Chad in North Africaonce one of the

worl ddos | argest fresh water | akaslbasall b#driedoup, t he
leaving hundreds of thousands of people without livelihoods derived from fishing and farming

and without a reliable source of drinking wate¥”.

l't is important to note that of the rand2l%dfd6s g
this 3% is found in the Great Lakes of the U%8.This sustained threat to these scant resources
which support all life is beginning to attract more publicity and attention and to spur creative

*2 Spe <http://www.youtube.com/watch?v=Tmf0gQrDFk&NR=1Retrievedlanuary 5, 2011.

% H.R. 2751, S.510, signed into ldy President Obanen January 4, 2011.

44 gee<http:/mww.ibm.com/ibm100/us/en/icons/foodsupply/tranform/>. Retrievedlarch 5, 2011.

* Layton, Lyndsey (January 24, 20M/pshington Postshttp://www.washingtonpost.com/wpdyn/content/article/2011 /01/ 23/
AR2011012302238.htmIRetrievedVarch 4, 2011.

46 McQuillen, William (2010). IBM Oracle May Gainon U.S. Fodlaf et y Lawo6s TwWashindgtdn RapDebl28n2010.t e .

TalF1S / KFERY 9ELISNASYOSa yR [ 86 shipd/wwivSorilakes Bro/ublgads/ONAkE EHad C S 6
27February2006.pdf>.dRieved February 15, 2008.

48 (Great Lakes)S EPAJune 28, 200&http://www.epa.gov/glnpo/basicinfo.htmI>RetievedFebruary 19, 2011.
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resolve. With respect to national action, some caotries are reacting to this crisis more quickly

than others. For example, Israel maintains a 75% water recycling program while Los Angeles,
California, U.S. only recycles 3% of its watetrand t hi s is primarily do
landscaping4®

In response to this encroaching worldwide crisis, IBM has undertaken certain progressive steps
in furthering sustainable business practices with respect to water conservation and monitoring
by partnering with the Beacon Institute for River and Estuaries toopide reakime watershed
data from the Hudson River thascientists, educators, and policymakers are able to access for
public education and policy developmer®® | B M6 s imgofthetHadson Rived often noted

as the most instrumented river in the U. is primarily done through solapowered stations
designed to gather and synthesize information regarding climate conditions, water flow rates,
and water particle compositions. This data provides the necessary information to alert local
communities wih respect to toxic particle presence, to show rates of erosion which could
possibly alter the course of the water source, and to monitor unusual flow rates which could lead
to flooding5?

Smarter Transportation

Bus, train, car, planed the most common foms of transportation on land, air, and sea. With
population, urbanization, and globalization increasing at unprecedented rates, there is a need
now more than ever to predict consumer demand, enhance the customer experience, optimize
current modes of trangortation, and create new ways of traveling that are efficient and
environmentallyfriendly. This is especially important as the number of cities with populations in
excess of one million have now topped 476 (up from 83 in 1950) and the current forms of
movement are unproductive, inefficient, and ecologically unsustainable. For instance, in 2007
alone, U.S. road congestion wasted 2.8 billion gallons of fuel and 4.2 billion hours of commuting
time. IBM has already explored solutions to this waste of resoesc by examining available
alternatives. One such option would be to put more emphasis on rail transport as one ton of rail
freight can be moved 423 miles using only one gallon of fuel while a single freight train can
replace 280 trucks. The safe, secure,ra clean movement of passengers and freight is critical
to the uninterrupted provision and delivery of food, education, healthcare, retail, and
manufactured goods and services and is one
smarter planet52

Smarter Communications

With increasing interconnectivity between peopleorldwide news of bcal, national, and global
crises is communicated within seconds and populations are given thmore time to react.
However, withrespect to themore rural areas of notyst the U.S, but of emerging countries and
markets, extending and expanding broadband services is what IBM is attempting to accomplish.
Broadband over Power Line (BPL) has proven to be a eelective solution for providing high
speed Internet access insuch underserved and remoteareas. BPL technologyigers its users

9 \Wesoff, Eric (December 8, 200%he Myth of VCs and Water Not Mixirdnttp://www.greentechmedia.com>l ast visitedJanuary
5, 2011 .See als&http://www.youtube.com/watch?v=vJGq_0Sb1A8&NR=1&feature=fuwp>

04 L. ahwg://www -935.ibm.com/services/uk/bcs/pdfiibm221602greensigmafinal.pdtetrievel May 23, 2010.

®1 See<http://www.youtube.com/watch?v=y3CZQOtVx6skast visitedMarch 9, 2011.

52 See< hitp://www. ibm.com/smarkerplanetiransportations Last visitedVlarch 9, 2011.
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access by sending a radio frequency signal over existing power lines, achieving faster uplink
speeds than DSL or cable connectiondany utility companies either alreadypffer, or have the
potential to offer,the ideal infrastructure to expandinternet services by providingthe wiring that
extends to virtually every home and building these areas>3

Smarter Healthcare

In the wake of the enactment othe Patient Protection and AffordableCare Act>* (PPACAINn

March of 2010, additional attention was given to the need to reduce medical costs and to
increase quality medical service to more patients. IBM is currently consulting with government
agencies, healthcare systems, and private healthce insurance companies to consolidate and
digitalize p a t i emedical ecords, eliminating the wasted time and financial resources it
currently takes to access a patientds record:
diagnoses, and unnecessaryreatments. IBM is also working to provide basic medicaérvices

and informationonline, obviating the necessity for the patient to travel to an emergency room or
clinic unnecessarily.| BM6s revamping of how medicaleafecor
its XIV and DS8000 products which are designed to store petabytes of information and

automatically encrypt storage drive®

Smarter Energy Grids

IBM is currently in the process of helping tdevelop alternate sources of energy;onsolidate
existing utilities, reduce energy usage, andientify energy obsolescence in an attempt to reduce
greenhouse gases, wean communities from foreign oil, amalstruct populations on better ways
toconsume r es p amartighdbigeas aimBoMbninate or redce the possibilities of
black and brownouts while focusing on the development of new architectute accommodate
integrated and varied sources of clean energys the deployment of solar, hydroelectric, and
wind technologies are accelerated, IBM is alseelping businesses and governments maximize
service levels of existing utilities better manage the security of these systems, and execute
network monitoring and management functiong all while meeting regulatory requirements and
cost objectivess®

Smarter Governments

IBM has been offering its data analyses servicdsom the inception of the company. The U.S.
government has used its data analysis services and ewevolving equipment to gather census
data, actually securing oneof the largest contractswith the government during the height of the
Great Depression. With the passage of the Social Security Act of 1935, and the need to account
for employment records ofover 26 million people, IBM, represented the only bidder as it alone
had the tabulating eaiipment required to complete this task. Throughout the years, IBM
continues to uses its resources for governments at all levels, helping to meet public needs and
accommodate increasing population§’

O7AO0O0I T hd 31 AOOAO #EOEAO mupiy GidAT CAh AT A OE

53 See<http://www -935.ibm.com/services/us/index.wss/summary/gn/al03176Dast visitedMarch 9, 2011.
*pub.L. 111148 124Stat.119 (2010).

*DNBSYoSNHE ! YR& 0 Hn nkpibed.comEebraafy®, 2609. Y NIi ¢ a2 @Sa®
%6 See<http://www. ibm.com/ grid/>, Last visitedMarch 9, 2a.1.

57 See<http://www -05ibm.com/uk/ibm/history/interactive/ibom history 2.pdf>Last visitedMarch 14, 2011.
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By now, mo st readers have been introduced t
Jeopardy Programmed with myriad algorithms, t h
demonstrated in its recent victories over two of the best formeeopady contestants. Through

the use of Watson IBM is helping to generate revenue for charitable and worldwide research
causes. It has also engaged in a relatively
ocities ask wus to hel lpy bringing m halfoal dozen higm eveltIBM i s
consultants who spend three weeks in the city, learn about the issues and make
recommend8ati ons. 0O

As thisyearr e pr e s e 8 teatenriaB thisd company isencouraging every member of its
workforce to donate a m ni mum o f ei ght hoursdé community
commitmentt o vol unteeri sm, | BM has also creagsed t
people together from acrossthe globe to create the largest nonprofit computing grid benefiting
humanity. It does this by pooling surplus computer processingpower. We believe that innovation
combined with visionary scientific research and largescale volunteerism can help make the

planets mar ¥er . 0

Conclusion

As there is no 0 pleblfvidagd, thgreearesertaidy no perfeot businesses
either. Companies are simply an amalgamation of people furthering certain preordained
business objectives. People falter. Businesses commit violations. But what is important to note is
that those people and those companies who fail to ascribe to an ethical code of conduct or are
averse to learning from past mistakes and poor decisianaking habits are usually predisposed
to repeating such iHadvised and often disastrous behaviors and actions.

IBM certainly has had its share of setbacks and questionable practices. But unlike many
companies its size, it aims to venture into m
Responsible innovation and creativity are the keys to this type of susseas long as such
activities are closely evaluated and monitoree and modified, if so warranted.

%8 Email communiqué with Sandy Dochen, IBM, March 15, 2010.
59 See<http://www.worldcommunitygrid.org/>RetrievedMarch 15 2011.

21


file:///C:/Users/Elizabeth%20Gingerich/AppData/AppData/Roaming/Microsoft/Word/%3chttp:/www.worldcommunitygrid.org/%3e

..ll

Building a Smarter Planet

®

The Interview:

On December 9, 2009, two officers of IBM 1 Sandy Dochen, Manager,
Corporate Citizenship & Corporate Affairs and Jeff Tieszen, PR Manager,
Western U.S., IBM Americas i consented
to an interview for the JVBL at the
companyos Austin, Texas

Q | understand that you (Sandy Dochen) are the

Manager of Corporate Citizenship and Affairs with
IBM. How lmg have you held that position?

| have been with IBM for almost 12years and this
function has been around since before | was. It was
called Corporate Community Relationand the name
changed about two years ago t€orporate Citizenship

and Corporate Affais. We are part of themarketing
organizationso it involvesmarketing, communication,
and citizenship. So we are

Sandy Dochen, Manager,
Corporate Citizenship &
Corporate Affairs

Q I t appear s 2008r Conporate B

ResponsibilityRepot (CSR)that the company
began concentrating its eférts in assessing the
social and environmental 8 as well as the
expected financiald impact of the company by
the early 1970s. At a time when the Senate is
contemplating the first climate control act in the
United States (after have already being passed
by the House), it appears that IBM
acknowledged that there was a problem long
before any other company of this size and
global impact. Reviewing this entire report, it
appears that the company uses the metrics of

Jeff Tieszen, PR Manager,
Western U.S., IBM
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the Global Reporting Initiative to selfudit its performance?
While that is not my primary area, we certainly support it.

Q . My inquiries transcend environmentallyelated matters. How would you define
corporate ethics and how would that definition apply to the operations of IBM?

With respect b corporate ethics a company has to run in the best interest afs shareholders,
stakeholders, and customers.

Q How do you define shareholders as opposed to stakeholders?
Ashareholder is someone whas a stockholder, an owner of the company.

Q . So someone with a financial interest?

Yes.| have a financial interest in this company. | own a few sharesuBt it 86 s neline j u st
considerations alonedi t 6s about the big picture, how | w
to be enabled to do thing that the company sees is in the public interesit he wor | ®dds i
and how | believe that in my own belief statement. So if my own belief system intersects with that

of the companyds, then | am going t oeveirit. $ouc h
as a shareholder, it is a share of the compan
of stock | own.

Q. There appears to be a growing trendvith financial investorsto identify more

socially responsible stockand not simply calculde which companies will produce the
largest dividend in the shortest period of time. Would you agree?

Frankly, we have folks who talk to some of thoseocially responsible investora nd t hat 6s
audience. That is estakeholder or shareholder group whts very important.

Q:Letﬁs l ook at the demographics of | BM.

however, there is this extensive complex here in Austin which | believe is replicated in
Toronto, San Jose, and Boulder as well?

We are in 170 countries withlarge facilities in the States. The largest one is Researdhiangle
Park in North Carolina. fiere are about 13,000 facilities. New York has the second largest which
is located throughout the Hudson Valley, because that is where the company started. Third is
Texas We have aboutl1,000-12,000 people in Texas and about half of them are here in Austin.
Fourth, | guess is California. Boulder has a pretty good sizeacility and our facilities in
Burlington, Vermontare or at least werethe largest private employe in the state of Vermont.
IBM is also in Rochester, Minnesota.

Q In light of this ubiquitous presence, would you say that a similar philosophy is

shared throughoutdt hat i s, one permeated by fidne Ot I
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imbued with ethical casiderations? Or do you believe that as acompany grows larger
and larger it becomes more difficult to maintain control and much easi¢o deviate from

the standard?

No, | dondt t hink so, wisegmandes B thesehvalaes beforenthe easly
seventies.

Q = And how about before the early seventies?

IBM wasthe first companyto take certain initiatives long before government regulation. For
instance, IBMhired our first woman in the 20s andchad the first woman vice presidentlBM had

a different voice; it hired minorities long beforecivil rights legislaton. We used to have a big
company, a big factory in Lexington, Kentuckgnd in the fifties, it just declared to that state that
it was going to integrate. On its own, IBM was determined t@ave an integrated diverse
workforce. That was a little bit edgy at the timespecially inKentucky prior to civil rightslaws.

Q.If we were to go back to World War 11

time, John Watsortr., was leasing IBMpunch card systems to the Third Reichls that a
myth or a fact?

You know | d knowbehough about that | know of a fellow who wrote a book about that a few
years ago and that was a big hub bub. You
applicatonor any | ove for the Third Reich but |
Let me give you an interestingiece of information. V& have this program today, you have
probably read about it,Corporate Service Corpsand there is this part of i which is for IBMers,
non-executive and noAmanagement. We hae just started an executiveCorporate Service Corps
program, and it was formally announcedh December of 2009 although it has been brewing for
several months. | got to read some of the apphtions which are petty exciting. About 30 people
0 all executivesd are goirg to go to cities and workwith their city management to really look at
systemic kinds of functions and how to build aSmarter Planet.The first two cities thatwere
chosenwere Ho Chi Minh City and a city in Poland, not Warsamot Krakow, but another one
that | would have to look up. Here are two cities that fifty years agoe o p|l e wo b inyd
god, you are sending people to those communist countri@sé e akke past that. Thosecountries
who used to beconsidered enemies are now friends. ®have business in Venezuelbdut that
does notmean we are in with Chavez.

Q . But on the flip side, theargument has been advanced that many corporations

have been aboveany national allegiane and have transcended political and social
platforms, all of whichcould possibly interferewith making a profit. So when you say IBM
has permeated former communist countries, and if there was something true back in
World War llconcerning an alliance wth the Third Reichi at least with respect to
furnishing the data systems for monitoring those in concentration campscould this not
substantiate the premise that the larger the corporation becomes, the less allegiance
there is to any type of political pilosophy? Instead, what matters is the bottom line,
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period, plain and simple. It might look good that IBM is doing business with former
communist countries, but how much of that is profit driven?

We are in those two countries, because they are growth rkats. Those are emerging markets

and we want those IBMers to really understand what an emerging marketaisd be a better
globalcitizen.4 i s an amazing experience for them anct
are we above natiorouilding or systems of government. Wen you are in a hundredplus
countries, | suspect one reason you admire us in this country for being ahead of the pack is
because Europe is ahead of the other continents in some of g&nvironmental regulations and

we are familar with that. We have dealt with thatand no company likes too much regulation,

right? There is always a balancing actVe undestand that; we have experienced it and we can

be big enough o figure out how to work it with respect to our current businessiprities. \e can

help our clients learn how to workvith it. A lot of our bugness is on the consulting sideMost of

these things can be opportunities for businessRat her , we assume a Pposi
see how we <can make whhtiwe advocate Kor pblidles thatare juadgedhioy

be in companyds interest, but you know when
woul dndt be al most a hundred years old i f we

Q . Has the service sector of this country largely repted the manufacturing?

| think we started that in the IT industry. | know that sounds a bitcockybnay be we di dn¢
start it. We have been on that foryears. t used to be a lot of our business came from hardware,

you know compters, servers,etc. A lot of the software you could say supported the hardware
itds the opewhahis intggralsoadniing the servers. Well, hardware is twenty
percent of our revenue now; mostly it is spli

[Jeff Tieszen: Services thatshifted primarily under the influence of.ou Gerstner.
Lou Gerstner and Sam Palmisanhave really carried it along.

Q When did that occur?

Gerstnerwas 1992/93 and Palmisaro was six or seven years ago, now. Seee donodt sel
any more Whenyou think IBM, you think IBMcomputers wes i mp |l y d ose anymoeree | |
We wuld not make any money on themthe margins were terrible. Dell probably helped to
contribute to that, because they figured out how to do it better, although they (Dell) are having
issues now.

Q In view of the job situation now, is IBM hiring?

We are always hiring because there are always people coming and going or people retiring or we
are expanding into new things. Our hiring is down a whole lot from @ay or two ago because of
the recession.

Q . Have there beenany major reductions in forcedately?
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There are always people coming and gointhere might belittle groups, sometimes.

Q . But | am referring to more thana historical pattern of people who retirein a

natural progression. Since the recession really began in early 2008, has IBM experienced
a major reduction in force at any of its different locations?

What is your definition of major?

Q . Anything that is abnormal; that deviates from historical patterns.
[Jeff Tieszen: We ar e al ways shifting resources, but |

Q Would you say then that you have been basically recessiproof?

Oh 1 d &now that anyone is recessioproof, but | will say that because we are really
emphasizirg and gearing up services and people in emerging markets like India and China that

our overall number of employees has stayed about the same. We are close to 400,000 and that

has been the @se for at least a coupleyears; t 6 s al ways f | here teweapgeopleg . I
in the States than thee were three and five years ago?e%, and more now in India. We have

sold a lot of manufacturing we | ust d o n\ethavelcutsourted eeriayn IseoviCces..

Q . To which countries do you outsource?

That is hard to generalize, because there are people in Tulsa, Oklahoma who are people who
work for IBM but are assigned to Wams, an oil companyWe are the IT department for a lot of
companies So they have outsourced to usSo where we have those people depéls on where

the customer is and/or where the job isi where the person power would be to keeghe
customersd expenses down.

Q When you say that twenty percent of what IBM still does is still in hardware, you
are obviously still doing some manufacturingSo where are products produced?

Some of it is still in the Statessome of it is with IBM on the big servers.

Q And outside the United States?

I dondt really know. We wused to havleatwashbguge |
six to seventhousand people.While we still have a lot of people in Mexico, they ardoing other
thingsi serving customers the way we do elsewhere.

Q . | was wondering ithese manufacturing plantsare basicallylocated in third world

countries or as you say, emeiigg markets. Is this outsourcing a result of the influence of
unions and higher wagesin the U.S.s it to avoid such agencies as the EPA and OSHA?
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7

We calling them 0emergingoé because a | ot of t
ourbiggst growth percentages | ie. We dond6ét have
we dondt have unions. At |l east | think we nev

Q . Has there been any attempt in the past for the creation of a union? Or does IBM
di sfavor a workerds union?

Whenyou read this[ BMds Cor por at e Rand poo readi aboutlourtbgnefitRe p o r
people are largely happy. We take internal surveys. Our benefits are as good if not better than
most companies of any size.

[Jeff Tieszey: We s how up eshPlaacleost toof VdBErkingg WosmanMagazines .
alwaysplacesusasn u mber one. Sure, you candot work her
fashion pension anymore. Tiat was done away with a few years ago right after | starteas a

matter of fact. It became a competitive issue because the Del s and ot hers don
they started fresh without those. If you look at our 401k programs and our health insurance
benefits, health care costs are going up. Our share of whave have to pay for our depedents

has gone up a bit each year. IBM still shoulders most of that burden ane aretalking in terms

of hundreds of millions and billions of dollars worth of benefits that IBM pays. | will tell you
another neat program This 5 an example of real innovlon and we have something which is in

my organization so | know a little bit more about it. It is calledRersonal Learning AccountThis

just started about two years agol cando a payroll deduction and set money asidé.t 6 s -n ot
tax like IRAs, butve are working on that in Washington, bdbr now, it is posttax. | can save up

to one thousand dollars a year | think it is, and this account builds a little interest like a little
pension fund if | dondt use.licaniakela Spardash ougseatt a k e
the community college. W are actually offemg Spanish right here on site through Berlitz. If |

want to do a flower arranging course or an accounting course and it is going to help my skill level

and be more productive, | can go dthat.

Q Is it financed by that savings plan?

With an IBM 50% matchSo | put in some monewnd IBM matches to 50%up to $500 per year
T that is the IBM maximumAny regular employee can sign up for one of those.

Q . How about an executive MBA program Is there any funding especially for upper
level management?

It depends on who the people ared there people who go to graduate school gratis of the
company. It is part of their development plan; they might be in a leadership track or a
managementtrack somet hing | i ke that. I donot know |
did about in November, 2009. The University of Texas (UT) at Austin has an Executive MBA, a
Tecmology Transfer Masters ProgranWe have a liaison with UT. UT is a very importgattner
because we hire a lot of people from there; we have a little open house where all those UT
departments came to promote themselves, so to speak, during a lunch hour. We invited
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everyone on site to come learn about these options that they could takelvantage of if they
want to get a degree or something like that. We love that; we spend tons of money on education
and continuing development. | have access to so many online courses which are free, not
necessarily for a degree, but which allows me to dolot of learning. We deliver tons of training
per year.

e[ A] |l ot of what we do i s agesofet c

knowledge...

Q. How would you assess the extent and nat
occurring now at each one of your major facilities?

We spend about 6 billion a year on R&D. You could say a dbtwhat we do is stretching the
boundaries of knowledge. We have a strong research division that is based in New York. The
oOWat son Research Labdé is fabled for its amaz
doadvanced resear ch lorehfshem ia heoeunnAdistirt. The smallest of the
eight is located in this building and employs about 60 people.

Q:I noticed that towards the end of your

with respect to your patents concerning environmentaHriendly practices. Are the
patents which are openly shared with the |
say, reduce carbon, create less landfill wasteintellectual property basically restricted to

that field?
No, I wo ul dn @re a big advodate ofopen. souMae so a lot of our patents are
operating openly because we want the whole world to be an open sourgelot of our patents
generated by ourlab upstairsd and | dondt know 0 Have tohde svith ar ¢
semiconductord e s i gn . I candt tell you if those are

company needs to protect its intellectual assets and we are big on that. On the other hawe
want other customers and organizations to take up these technologies and to advartice world.
This is part of our values statement; we want to be responsive to customeand produce
innovation that matters for our company and the world. If more orgaations have access to our
know-how, then they are likely to buy more of our product§here is a business advantage to
that.

Q. Other companies | have visited maintain different incentive plans for new

inventions. They downplay the hierarchy of upper level. Is there something similar in
nature here at IBM?

This company has substantial lom

ev
I wor ked for | BM

y . I was somewhere the oth
r

it
f o 35 years. 6 We have been
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and there have been generations who have worked here. Now, with respect to younger folks and

in light of fewer pensions, the mentality od O h itds my advantageinto w
there is |l ess of that now. That i's true ever)
see how they develop when they get a little older

Q. If | were to advise my business students about what areas or fields of

concentration in undergraduatestudies they should pursueif they wanted to work for
IBM, would you recommend strictly engineering?

No, there are two ways to answer that and that is a very agb question. We hire a lot of EE
(Electrical Engineers) and those in Computer Sciencéghose are the two larger ones. But more
and more, we are hiring business gradates and MBAs, because remembeme are following a
role of consulting We want peoplewh are o0TO6 shaped. 0T6 shaped
have the technical knowledgebut also have the industrial sector knowledge. So if we win a big
contract to do the business consulting or the whole IT and related services for XYZ bank, we want
people who are serving that accountto understand the technical requirement, but also know
about banking. Sowe will hire people whchave been in banking or insurance or education
their knowledge basei and they learn about the technology, not necessarily be abio produce

it, but to be able to deal with the client representativesWe need people who are articulate who
are going to make presentations and so we want it all.

Q. Our business school recently implemented a Spanish in Business Certificate

program. According to the 2000 U.S. Census Bureau statistics, the Latino population is
especially increasing in the Southwestern states. The knowledge of the Spanish
language has become a necessary business skill in addition to the articulation needed in
dealing wih representatives.

| just came from a meeting with two of our school districts, the Austin School District and another
one just north of here talking aboutwhat they do about bilingual education. fley are going to
teach a language. Itisidioticasac@nt ry t hat ferigndaognage until middee for
high school; we should start it on day one like in Europe.

Q . | reviewedyour philanthropic endeavas and your clean water initiativeswvhich
are contained in your report and noticed your usagef@slobal Reporting Initiative metrics.

|l BM opted for an O0AO6 | ereperting without eneimependentn g w
audit. Asyoumayor may not know, in order to be auc
teams or an independent third party audor - typically an accounting or engineering firm

din an attempt to acquire a 0+6 after tt

facilities in Boulder has been recently retrofitted and subsequently LEED certified. With
this progress, has IBM considexd an independent audit in its sustainability reporting?

We will pass that along. Let me mention something about water since you are interested in it.
IBM has a nature conservancy project. From a prodyatint of view, we do a lot of work with
water sysems. We have the knowledge and expertise to improve water systems, learn more
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about where their leakages are, and monitor their systems. There is an IBM subsidiary company,
a company we b oug mfactwerécéndydssueddanews rleasedcoarning the
Lower Colorado River Authoritft CRA) The LCRAbasically sag it owns the Colorado River. fle
lakes that run through Austin are a part of the Colorado Riveystem There are two Colorado
Rivers; this is our version of the one in Arizona. WaJe a contract with theLCRAso that we can
help them monitor their dams ad other facilities for less money. It saves them from literally
having people driving around visually inspecting; you can have sensors on a lot of your assets.
When something goes vong or something shuts down you learn about it in a control room and
you can go out and dispatch someone to fix T hat i s an e x asmalteePlanet d e r
idea where we say that because the world is becoming more interconnected, it should use this
knowledge, this technology, this expertise, throughout organizations, institutions, water and
energy systems, food supply chains, educational operations, and hospital and medical fields.

Q How would you best describe the oO0corpor

We are the corporate responsibility of al |l 0
practice corporate responsibility.

Q. Since you are in charge of youomord cosely st &
monitor and control any deviations from ethicgbolicies?

We keep governance uniform; that way we can carefully choose our local partners. So you know

a |l ot of companies write a | ot of loti ofcheckis e c k s
around here.We determined years agthat we are a techrmlogy company and our biggest asset

is these really smart people. How do we parlay that knowledge of what we are doing and focus it
on communi ty needs? We 0 v e al ways want ed to
communities in which we live and work. So weave Corporate Service CorpsPeople have to

apply for this program; there have only been about five hundred to six hundred people accepted

so far. It is harder to get into than Oxford at least based upon the percentage of applicants
versus acceptances. @e of the areas where you would score a couple points in is whether or not
you have been a vDbemahderCofmmunitthye BrOmgr am. 6
internal portal and an IBMer can get a community grant of up to one thousand dollars or at least
the equivalent in technology. While I BM canodt
offer support with direct corporate giving, my emphasis and my budget are dedicated to all the
non-profits that IBMers are interested in. We are so diverse. Yawme empowered to go be a
volunteerd you are likely one anywag and if you perform at least eight hours of volunteer work

a month for at least five months in a calendar year, you can request one of these grants. There is

a form you fill out online and thecharity must be a 501(c)(3). So this is our knowledge; our smart
people can use some of this information and really help enlighten their organizations while
learning themselves. They are gaining expertise.

Q . This appears to be smart business as well. NB used to sell computers; now it
sellsintelligence.
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olntelligenced6 and ol nnovationd both keep the

Q And this intelligence is exhibited by individuals who you believe have experienced
different cultures, traveled to many parts of the worlgl

That is why we have this program. A lot of people who apply have treels part of their
business andmost of them are more worldlyThis is another experience to complement what
they have done and enlarge it even more.

Q Does IBM have any programsegarding landfill waste? What happens when

computers become outdated? How does one dispose of them? Most charities will not
accept them unless there is proof that the hard drives have been wiped and since that
service is not free, the computer is oftemliscarded. And Bwaste is becoming more and
more of a problem. Does IBM have any recycling or reclamation centers? | am aware of
| B MiGcarporation of spent microchips in solar cells.

My first way of answeri ng t hddng. Because aghipwe@rie Kk n o
not as much of a manufacturingc o mpany anymor e. |l tds not that

Q | was wondering if there could be a SMART Landfill where landfills are mined to
recover items bearing the IBM logo.

I canot atanswer t h

Q: With all the buildings that IBM owns throughout the

country, how many would you say are LEED certified now? Are
you dedicated to LEED certification for all new additions,
retrofits, and new building®

Again, that is not my area of expertise. | wiay that one of the

first LEED -certified building in Austin is ours, the Tivoli
Building. That was n 2003. Tivoliis one of the software
operating subsidiaries it was named one of tle top 10 green

office buildings

[Jeff Tieszen]:| donot k myo ather HEEY certifeed

buildings we have; do know that we just opaed up a facility
in Dubuque, lowa. Itis a services facilityand employs about 1®0 people. We moved into a
historic downtown building there, theRoshek building, and completely retrofited it to make it
LEED certified.

Q.Can you explain other o6greenédé projects

We have a whole sustainability press kit online. Here is something we are doing right here. There
is a |l ab in one of tkRenotdle @il disht dir iog sy odalall e d
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itds not | i ke the one in Boulder, Colorado, i
demonstrations of IBM presented all over the world. In a year and a half or so, they have
expanded theoutput of this lab, the capacity, and they have reduced power consumption by
about 30 to 40 %. Some of the reduction is attributed to the installation of new equipment. They
now have software programs that better monitor those servers. So when a coolingtesn goes

out 8 some of those are watexcooled as well as aicooled dthat machine will automatically shut
down. They can monitor the operations. We are doing that for operationsto save money but

we are also doing this is & a product/expertise that we sell. That is a sustainabilityat play.
Internally, we developed this technology we usi®r ourselves. And if it is good enough for us, we
want to sell this, we want to share it.

Q. Let me ask you about smart grids. | understand that you have received

commendations from the EPA ath alsorealize that the statistics are amazing in terms of
the waste you are saving. American Electric Power (AEP) has a smart grid. Are you
familiar with its system?

They are a customer. They produce energy from waste. Thegre here about a month ago
because we did a demo for some peopl éthisassetAu st
management product we have.

[Jeff Tieszen]:\We also just last month launched a consulting service for sustainable assets for
clients.

Q - In terms of your consulting services, it appears that IBM is expanding into different

areas. Youdve | aunched the o0Smart Trafficéo
Apparently, computergenerated sensors are installed in cameras mounted ofraffic

lights and have the ability to register shotgun blasts before a 911 call is placed, alerting

the nearest police precinct. IBM is lending this innovation and intelligence to crime
prevention and now it appears, more recently, to smarter transportati routes and
means.

Let me tell you about something else that is hgening here right now.
Daimler fi another good IBM customer in Germanfi has a system that J &l m /g1
they just set up with the city of Boston, and we are going to be a part. Thg Parki

have the litle smart cars, the little twoseaters. If you go downtownyou will arxing
see them onthe corners. They are loaners, unlikether loaner programs in
other dties that | am familiar with. Tiese are oneway loaners. You can
take it to your destination andwvhenyouae done, you do
the clock ticking while you are
drop it off youwhen you have reached your final destinatioand it is
charged to your accountWe will volunteer some parking spaces when the
expand the program out here, you bet we will. That would be so excitin
And | think that the parking garagehere even has some signs reserving
parking slotsfor hybrids

Vehicles Only
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Q As | understand, IBM is working with supply chains and is now, apparently,

entering nto the distribution phase as well. How does IBM make distribution smarter,
especially with respect to different chain grocery stores? Is there a way to tract if certain
items are grown locally to help stimulate the local economy while saving distribution
costs as well?

[Jeff Tieszen]Smarter supply chais as they applyto food tracking and direct traceability
And greater safety.
[Jeff Tieszen]That is a big deal for IBM

Q:Who are your typical customers in | BMds

[Jeff Tieszen]: We are working with the largest food distributors all the wao seafood farms in
Vietnam. We help & along the supply chain to help them better track their food supply so that
consumers know wherdo go.

Q So when did you start this?

[Jeff Tieszen: Radiofrequency identification(RFID) technology has been around for years and we
have been involved in that from probably the get go. But we have expanded that out to a lot.

Again this wholeSmarter Planettheme of ours enables us to expand beyahjust marketing. It is

a way to really look at our business and how we deliver these services from a thematic point of
view. So with theSmart Grid | can tell you we are working with AustiBnergyd which is the
publiclyowned utility here, very progresve, very green. We are also working witbenterbPint

Energy in Houston and a lot of others, including Encore in the Dallas area. We are doing things so
in time, when youdre at home, you wil/| be ab
thermostat up two degrees, you will be able to determine how much money you will save. You
know, it is all about consumer information.

We are working toward a lot of those things with these customers, so that is an example of the
smart grid. We are helping maage traffic congestionin Stockholm And with respect to patents
that IBM secures? IBM earns more patents every year and for the last 6 yeamsore than any
other company in the world, periodWe have been number one for about 15 to 16 years. In
2008, we earned about 3000 or so. We earn more than double the next companyThis Austin
site producesmore patents than any otler single IBM site in the worldabout 600, something
like that.

Q.Thatﬁs i mpressive.

New York generates more than Texa®/ith respect b a sngle site, we are number onewe have
the altime IBM patent champ holder in an ugly building across the street, about 400 patents to
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his name. So the point of ;yohlbavetads someathing withihad t |
course. You goto make it work.

Q . Well at least you have a twentyear monopoly.

You get these patents for these operating systems and these chip designs and all these things
that sound very esoteric to you and me, but they find their waytorthese applications. So hat

the inventions have happened a year or two or three or four before and then you start integrating
and applying them and that is how you come up with these products.

Q . Do you ever make the decision however, especially with a major discovery or

innovation, not to patent it and keep it as a trade secret and posdip get more longevity
out of it?

We are working on patentegislation. That is one of our major legislative priorities.We have
patent lawyers all around the countryThatis a huge thing in ©ngress for us to be working on
right now. We are working on it; we are waiting for the Senate to bring it up to the floor.

Q Does IBM have any lobbyists in Washingto#hy position on cap and trade?

We are not involvedwe are neutral on that. We talkedibout that on conference calls because
we talk with our government relations people.

Q. And healthcare? With the call to comput
will IBM have a role in this shift of paradigm? Will IBM remain neutral on this?

No, no, na We have said some thinggoncerning healthcare legislationand our folks are
working on it and it is changing so much by
We will respond towhatever systememerges; we have major insurance cmpanies which are
major customers and we haveyovernmentagenciesas major customers. We can work witthe
system they put together. &s, we have some company preferences, | know we dBap and

trade is the same thing;cap and trade could be a huge IT (iarmation technology) opportunity,
because you have to track al/l of this stuff.
saying) from a policy oa political point of view.

[Jeff Tieszen): We have been focusing on making more efficient in termsf technology the
organization and collection of patient records. The Obama transition team came to IBM before
he took office and said, OHere are three area
funding. We are interested in smart grid, samt healthcare, IT, and broadband technology. They
came to us and asked us to do a synopsis of how that can best be spent.

Q . Are you currently working with some of this stimulus money in those particular
areas?
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" Oh we are trying to bid orit like everyme else. Oh yeait is a
big thing.
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| Q Has IBM received any stimulusmoney?
Uhé | candét tell you.

Q Purdue University, as one of the largest engineegn
schools in the country, was awarded $50 million.

Well, a lot of how this works, is a Purdue Univetgiwill receive

. stimulus money and if they need to update their whole IT
system because it helps them with energy efficiency or
somethinglike that they will put out a Request for ProposaREB and if we are smarf we will be
working with PurdueOur client reps will showthem whatour capacities are andthe extent of our
capabilities.

[Jeff Tieszern): The same thingoccurs with state governments They are all wing for stimulus
funds and we would go ahead and take bids for transportation, healthcare, ohatever needs
are present

Q Do you apply your philosophy with respect to determining who your customers will

be? For instance, would you ever turn down a prospective customer due to its poor
performance socially, environmentally, or financially, or onewvhose unfavorable
reputation in the public might compromise your own reputation?

| dondt know that we do, but again | can tell
that didndét used to be as wonder f ufll nowperhaps e ar
becausethey have had aleadership change or whatever.

Q:Applying oneds business philosophy to c

raising yourself up in the public eye by refusing to deal with the new customer until that
business cemonstrates its worthiness. Or maybe what you could dor them will improve
their reputation and perhaps, change public opinion.

Well, a lot of times when a customer needs somethingvhat we are able to provides goingto

make them a more efficientlyun place which can affect other outcomes Autility company is a

good example What you are saying is reminding me of another project we have. It really does
have something to do with what we have been
gid compting is analogous to an electrical gr i
generator . Il nst ead, we buy from the cityds ¢
else can put a little piece of software on your computer, and so that when it isining like mine

is now and | am not operating it, | am actually crunching data that is going through this project

that IBM supports and | am helping six or seven different researchers right now with data
crunching without doing a thing. This is a projectewhave had for five years. It is on a low
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protocol key, so it is not interrupting anything | am doing as soon as | start typing it is my
computer. When this is idle time, we have almost 500,000 members signed up for this on more
than 1.4 million computingdevices around the world. We are real close in the next week or so to
300,000 years of computing run time. A lot of IT people know about this; this is not the first there
has ever been, there are other ones, but this is one of the most public.

We have sixactive projects right now, but there are others that will come back. Here is one on
muscular dystrophyand this is a childhood cancer oe from the University of Japan.his is a
project from the University of Washington anthis is an AIDS priect from the Scripps Institute.
So this is all basic research this is not creating medicinesfor tomorrow. It is doing data
crunching and chemical reactions to look how to fight the antibodies.

Q Are your membership fees uniform or based upon usage?

This is free,i & s . This i®cerporate responsibility.

Q:Itﬁs good marketing too.

Again, this is parlging our technology into doing things that are good for the world, making the
world run better. That is what we are trying to do. So | can sign up to participetehis and if |
am a researcherthere is an application on heravhere | can apply to benefit from these things.

Q. Do you have a system of vetting users before they become members?

| t 8ds an i nWealsolmVe amgvisoryeommittee of outsiders people from national
labs or universiies 1 and they convene by conference call.hls is good science It has to be in
the public domain, so it is not proprietaryThese people have to publish papers and have to do
things that researchers do.

While yau can join as an individual, we recommend that a team does this so that it is measured.

Al so you can have challenges with other organ
is and small. It is close to Vassar, close to the Culinary Institutestito show you, Marist College

is at 289 members; they got started pretty early and they have done all kinds of things. They
have 2700 years of run time. They have a marketing class where they assign students who
market this to other college students. Thiwould be a greabusinessclass project.

Q . With many business schools implementing SAP in its business classes, including
Valparaiso University, | am just wondering how we can merge SAP with this World
Community Grid. There has got to be a way.

We woudl love to work with you all on this.

Q. With respect to risk management, do you believe that IBM has adopted a
transparent reportingsystem1 t s j ust all a part of corpo
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Sure. What you are pointing out to me is how fast this wholerfation is evolving and our folks
have made speeches abouit, but there are different ways to look athis function. It used to be
that we would do something because it was arlternative toa regulation Or, if we were made to

do something, we decidedwe might as well do it right We do thingsbecause we want to be
leaders we want to be ahead ofregulations. There are so many examples of this, be &nti-

discrimination...

Q:Letc")s go back to the 1930s and therld40s.

War I, a number of Americatvased companies continued to make profits in Europe. The
way that CocaCola continued to make profits during World War 1l is that they made a
new drink to sell, Fanta Orange. The same thing happened with GM when they pat

the Opel. And in a computeless world, the Third Reich needed some way to manage the
flow and location of people. They needed to produce different codes for gas chambers,
suicides, and shoot i ngs IBMlarithe Holoeaastivhidh tellsi n B
the story of IBMS strategic alliance with Nazi Germany when Hitler first came to power,
continuing well into World War Il. Evidence is provided that IBM and its subsidiaries
helped create these types of identification and cataloging programslo the best of your
knowledge, does IBM categorically deny this involvement? | am just wondering if IBM has
ever simply admitted to this and declared that its actions were wrong, but that this is now
a thing of its past and ithow concentrates on making ople its business.

s been awhile | donét remember what our pu

Q:I dondt want to bring it up, but when vy

to the twenties, | Om wondering whéaemamappe
occupation. | have done at least cursory research and cannot establish whether IBM has

ever formally responded. There is evidence that none of the IBM punch card systems
were ever sold to the Germans; instead, they were leased and serviced on sifglenol,

on the other hand, did the right thing 22+ years ago when it removed all of its products

from store shelves around the world within 48 hours of learning of several freakish,
cyanidelaced gel cap deaths in both Seattle and Chicago. They took ailtirmillion dollar

hit and paved the way fomprotective seals and packagingBut what 6s i mpor:
they accepted the need for quickimmediate action.

I n contrast, For dos -herefitanalysibimtneonidd970s rinvavedn a |

F o r edbrsomists who presented their findings as to how much it would cost the
company to recall its Pinto as opposed to continuing to settle personal injury and
wrongful death claims due to Fordodos placem
bumper, resulting in deadly rearend, fiery collisions. Ford decided to pursue the latter
option, ignoring the safety concerns. This memo was ultimately revealed to the world.
Many would say that Ford never recovered from this accusation of placing profits over
people.
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So it would appear that a genuine corporate policy of public citizenship would include
admitting fallibility when appropriate and being completely transparent with the public.
That would appear to produce good PR. The philosophy behind true cogie
responsibility is to accept critique and to undergo continuous assessmetd determine
what couldbe done differently in the company to make it better.

There is no doubt that currently, you guys are at the top of your game. | am just curious
about the past and any unresolved accountability.

Absolutely, our function has changed so much in the last few years. It is really interesting.

Q:But being at the top of your game, I wc

could be doing better. You are kding the world in so many aspects, but | am just
wondering with more and more emphasis on transparency as an integral part of CSR if
those things in the past are ever going to be addressed.

| am going to research that.

Q Is IBM involved with educatiormdvocacy?

We are very involved in education.We helped start an organization called theTexas Business
and Education Coalition and | could spend a whole half day talking about thatur school
districts are being run in dual language now as opposed tdi lingual. The kids learn both
languages.

Q . Has Texas voted on any propositions similar to Arizona?

We donodt h a v e efeiemdunt, ithank igoodness. Saf a kid is even a noHdegal
immigrant, the state law saysthat we have to educate them, we areresponsible to them.
Because the border is a very permeable bder and we understand that...

Q | thank yau for your time and hospitality andook forward to reviewing your CSR in
its totality. In the meantime, keep making the world smarter planet!
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Introduction: Doing Well by Doing Good

Nearly 275 years ago, Benjamin Franklin urged his countrymen to mold success uplom forge

of virtuoDewel dndhect nsodr wgadt ed , Todakly ,dainng he ubi
of what Tozi (2010) deri deaserans sinr é e wh ecehloirnugs 0osfh
stakehol ders and <critics are echoing Franklir
This propolsesdedvmaewelsuti ond ( Br au with,authendioity ) a
integrity and steadfastness in promoting principles within the workplace. Such an approach
encourages employees to be trusting, empowere@nd motivated while attracting loyal
customers who are engaged with the company and the values tirigs to the market (Albion,

2008; Kouzes and Posner, 2007, pp. 221272; Millick, 2009).
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While empirical and anecdotal eviehce (Brauer, 2009; Dean, 2008)and simple common sense

indicate that people prefer to work for, patron and otherwise engage wittelues-based
businesses, how to create and manage such organizations sustainably and profitably is less
clear. In this paper, we share the story of a valuémsed company that has achieved
extraordinary, resilient success; an achievement that is rooted insit | eader s o ak
consistently integrate their per sonal val ues
systems and practices in terms of its peopleentered focus, andextract lessons that all
business leaders will find helpful ipursuingtheir own valuesbased endeavors

Oliver Winery

Oliver Winery is locatedlose to Hghway 37 in
southern Indiana, seven miles north of
Bl oomi ngton, the home
main campus. The sta
winery, the company began puld operations
in 1972, though its roots may be traced to th
previous decade, when founder Professor
William Oliverbegan making small batches of

wine in his basement.O| i Vfiestr sGcsessful
commercial product wasknown as Camelot
Mead, a wine made fromthe honey of local
apiarists that quickly attracted a devoted local
following.

Bi | I Oliver, Professor
operating control of the winery in 1983.
Together with his wife Kathleen, Bill has
transformed the company from little more tan

prm— a hobbyist peration into a stateof-the-art,
Bill Oliver . .
nationally renowned winery that produces over
820,000 gallons (or354,000 cases) of wine annually. The producer of the top two selling wines
in both Indiana and Kentucky, the winery often captures otherost s i n t hose sta
rankings each year. Oliver Wi BaenrApdiite (1999, che e s s

oTastings O WalStreat Jnurnal@d01),tindi@napolis Monthly magazine (2007) and
MidwestLiving.com(2009). Additionally,it was the only norCalifornian winery to be included in

g

3z
&
3
s
:
S

Wine Business Monthhmagazi ned&s o0The Hottest Smal | Br anc
out of 10).

Commer ci al success has accompanied critical i
double digits annually over the last quarter century, and net profits have ranged between 13 and

18 percent for the past five years. Nati onal
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wines can now be purchased in fifteen states, and sales in Kentugkhio, Michigan, and lllinois
increased by 35 percent between 2008 and 2009. For the rest of the increasingly crowded U.S.
wine market, average growth rates have dropped from 9 to 4 percent in the past two years and
net profits have averaged less than 1@ercent over the past eight years (McMillan, 2010).

What i s even more impressive is that OIliver 0-:s
within a state that historically has not been kind to hopeful wine makegseither legislatively or
geographially. While political obstacles have in large part been overcome, the state's climate of

cold winters and hot, humid summers still prevents all but the most ingenuous and attentive
growers from consistently harvesting superior yields. In light of these dbages and in
comparison to broader industry performance, how have the Olivers led their vathesed
business to such succes?

2 AET £ OAET ¢ 6A1 OAO AU - AT ACET ¢ OEA Ooc O
Bill and Kathleen Oliver believe that an extraordinary business is composed of tkands of right
choices by both leadership and staff about how to ethically engage its people, prodagctd place

Zthe 03 Ps. 6 Kathl een OI i vtelscompanpvialaciorn s otah e g mank
throughoutthe wineryd eperations:

People, prodict, and place: Each one is integral to our success if one component fails, ther
we greatly reduce our positive impact on customers. When the customer gets to our facility,|the
grounds should | ook spectacul ar, shetastngmogm|t h e
Once inside, our service is what sets us apart from other retailers. We spend a great deal of fime
and money training our staff on ways to deliver the highest level of service possible. The aqtual
tasting room and patio are designed to baesthetically pleasing yet comfortable for any level pf
wine drinker. Our wine, with its beautiful packaging and delicious taste, resonates quality.
Everything we do stems from having an eye for quality and dedication to that end. The resylt is
loyal cusbmers, strong sales growth, tremendous respect within the industry, and pride amqgng

everyone at the winery.6 (Oliver, 2009).

The Oliversbelieve t h at the overall val ue of their co
extraordinary attention to detail in thevay that they engage their people, producand place. The
valuesladen messages articulated by this engagement serve as constant signposts to staff and
customers about what i's i mportant to the com
values arefully integrated into operations.

People

The wineryds r o stime,mpartbnie and seasohal emgldyeed includes tasting

room staff, landscapers, and a production force, managed by a team of a dozen specialists in
wine-making, bushess development, marketing, retail and wholesale sales, special events,

public relations and human resourcesBill and Kathleen Oliver have learned that it is better to

invest time and effort into finding the right people who naturally fit into the compard s c ul t
and values than to attempt toinstill their values oncestaff members are hired. Accordingly,
securing a job at the winery is more involved than at most service and satggented businesses
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An applicant is required to submit a letter of intesst and a résumé as well as completa five-

page application which see&to determine personal strengths, weaknesses and ambitions. The
application alscisdesi gned to probe the potenti al hirebo
practices, mathematcs and problemsolving strategies. Upon acceptance of the résumé and
application, the applicant is subsequently interviewed by a hierarchy of managershff,
ultimately culminating in a final interview with Kathleen OliveBy implementing such a rigonas

filtering process for selecting new team members, the Olivers are strengthening their company
culture by welcoming only those who demonstr:
based community.

Once hired, new staff members are supied with a packet of written materials detailing the
companyds historical -maknyg tedhrogpeseamdtbasic informagian ebow i n e
each varietal. After memorizing this information, new hires are trained to interact with
customers, both at he tasting bar and during
winery tours, which every Oliver employee
conducts on a routine basisRegardless of job
description, every new staff member learns
about stocking, shipping, cleaning and bar
backing activities (assisting more senior
employees atthe tasting bar by replacing bar
towels, labeling bottles, and replenishing
crackers, water and glasses).

Within each component of the training
program, minute attention to detail in
delivering exceptional customer service is
stressed. Such service incdes not only
greeting customers promptly and cheerfully as

they walk through the doors of the tasting room, but also paying attention to all opportunities to
mitigate what aut hors Kim and Mauborgne (200
experece: those instances in which the companyo
are carefully instructed in how to
mai nt ai n t he cComp &
owar m Mi dwe s tteyron d
busy summer weekendsvhen the tasting
bar, outdoor veranda ad surounding
picnicking grounds arecrowded andthe
phones are inging constantly. The
lessons include problemsolving and §
multi-tasking techniques within such a
potentially overwhelming environmentas
well as service methods designed to M
impress and deight customers Most
importantly, the training process
emphasizescontinual reinforcement that
each staff member is fully authorized to
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do whatever is necessary to ensure customer satisfaction and loyalty (including giving away
bottles of wine or other prducts in instances ofeven slight customer distress).

In addition to the people segment of training, theproduct and place portions are similarly
rigorous. New staff members are immediately indoctrinated into the Oliver aesthetic of spotless
cleanliness, artistic beauty ard fine craftsmanship. For example, if tastingpom wine glasses
have faint dishwasher spots, re-wash them by hand, trainees are taught. fl a bott |l eds
even slightlyoff-center, put it aside and opena new one for customer tasting. Place allbottles

in storage bins with thelabels facing up and centered. Rotatestock continuouslyso the
perfectly aged bottles are sold first. Arrange cheeses, breads and chocolates artfully in the retail
spaces. Wrap astomer purchases neatly anaffer to help carry &rge orders to waiting vehicles.
Pick up refuse in the parking lot and on the grounds, and be sure to pull weeks from the flower
beds. While the tasks are numerous, the overriding theme reinforced throughout the training
program is sinple: maintaining the aesthetic details is just as critical to successful job
performance as completing functional, positiogpecific tasks.

The culminating event of training for new hiregt hei r o0 gziamdwaltv esn6a o0sof
This is a stagedevent during which the Olivers invite loyal customers to visit the tasting room
during hours when the winery is usually closed to the public. At this time, all of the knowledge
and skills that new staff members have acquired are demonstrated and critiquada simulated,

yet realistic, environment. An understanding of varietal descriptions, food pairings, historical
dates, Oliver story themes and methods of superior customer service must all be evidenced
before employees are added to the ranks of those seHuled to staff the tasting bar during
regular business hours. With the completion of training, new hires have a clear understanding of
company standards regarding expected job performance and are equipped to demonstrate those
values to the visiting public

To support ongoing staff development, the Oliver management team devotes significant time to
working alongside new and tenured employees in the front lines of daily operations. These
company leaders often slip behind the tasting bar and helpour tasting samples, interact with
customers, stock glasses, accompany guided tours, assist with processing and packing and help
with grape picking during harvest ti me. I n th
coaching while creating an ogoing stream of development opportunities for staff members.

To further bolster the ability of their staff to provide superior wirasting experiences, the Olivers

have established a tradition of knowledgsharing within the company. Across the rest die U.S.

wine industry, the general practice is to separate the makers and sellers of wine. That is, the
production staff rarely interacts with the
recognize the many advantages of highly knowledgealdastomer service representatives. The
pursuit of frontline expertise has resulted in routine stafinly wine tastings conducted after
business hours. During each of these informational sessions, retail, production and leadership
employees gather togethera t he tasting bar to sample both
its competitors.

During these events, Oliverds vintners expl ai
staff members are encouraged to identify the flavors they taste and to gleadescriptions that
can be used to educate their customers. Imaginative wine and food pairings are debated as well
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as more specific ideas including which occasion or season could bestmplement each wine.
Through these meetings, employees become more B&d at articulating both varietalspecific
characteristics, as wel |l as differentiating e
a an highly educated staff, equi pped with a
provide meaningfulwn er y experiences for the businessos

Throughout the optimization process, the Olivers create an environment wherein employees are
expected to engage in the process of continual improvement. Staff members from all levels of

the organization jon together in an iterative process of developing, testing and evaluating new
ideas that enhance their customersd winery ex
which to draw for open leadership positions. It is not surprising, therefore, thithe majority of
Oliver Wineryodos | eadership team members h-ave
level positions.

The Role of Storytelling
Sharing Culture

The Olivers further align the

experiences of both employees andj
customerswith their personal values
by infusingseveralcompany legends
into daily operations. These storiesjgs
center around three distinct themes: ja%
(1) the roots of the conp a n yjs
historical success; (2) he mystery of il
the winend s Creekbeng
and (3) the Ol i vwsiors for the
future of their company Every day,
employees relate these tales of improbable success, craftsmanship and optimism to each

customer at the winetasting bar and during guided

Every halhour each Friday, Saturdgyand Sunday,
visitors are able to take part in a tour of Oliver

Wi neryods producti on facil.
entering the legendary cellar that was constructed by
Professor William Oliver and his law school students
nearly four decadesearlier. After discussionsabout

t he wi ner y dosrgoups walk threugh theh e
more modern production facilities, pausing at points

of particular interest in order for the guide to offer
historical framing, explanation of currenbperations

— . and plans for future initiatives.
Professor William Oliver
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Story Theme #1. Stories of the Roots of Historical Success

In 1973, Professor Oliver began creating Camelot Meathe honeybased wine by whichOliver
Wineryearned its initial recognition.Mor e t han | ust aotMeadrepresettédi v er
the companyds commit ment @ theocongentn beihgythatwmeswas ¢ o n:
traditionally crafted from grapes. At theime, Indiana vintners had not yet learned how tooax
consistently superior grapesfrom a suboptimal climate, and rather than produce marginal

grape wine vintages, Professor Oliver chose to focus on a wine product with a more consistent
quality.

Traditionally consumed by the masses, Camelot Mead is highly accédsito a broad array of

wine appreciators Additionally, the product holds nostalgic value among lodgne Oliver wine
consumers, who have supported the company since its founding and are able to remember how
this wine was first <crafted i n Historcalh meadwae nt
served to celebrate the joys of living, and the strong resonance with this tradition has lent
significant marketing value to the product.

Arguably the most notorious aspect of Professor Oliver's care

as a vintner was his effect on Indiana's winerjaws. As an \}‘”1; :
Indiana University law school professor, Oliver maintained Ay, “‘*1
unique connection with his students, many of whom worked if Ll V£R W

his vineyard on the days of his course lectureshile their ’

professor lectured course material,students pruned vines
harvested grapesand constructed t hel]
tasting room Some of these studentdbecame state legislators | |
and when Professor Oliver submitted the Indiana SnialVinery
bill (now Act) they undoubtedly helped withts enactment The
Indiana Smal Winery Act enabled Indiana wineries to produces
yearly quantities of up to 100000 gallons, pursue the retail
and wholesale distribution of product and sell wine on Sunday{ &
in public tasting rooms With the passage ofthis legislation
vineyards became tle only exception to the Indiana law
prohibiting the sale of alcohol on Sunday; a unique situatio
that currently is upheld in many countieswhich still prohibit
other vendors of alcohol from selling their products on that da

Story Theme #2: Stories oft  he Mystery of Creekbend Vineyard

Oliverds Creekbend Vineyard was | aunched in 1
normally grow well in Indiana Cabernet Sauvignon, Cabernet Franc, Mer|@nd a hybrid called
Chardonel. Creekbend has proveso successful that ithow encompasses 37 acresand more
varieties of grapes areregularly added The vineyard is geograghally distant from the public
tastingroom, and while the tastingroom, production facilities, surrounding grounds, and
verandas are dl open to visitorson a daily basis Creekbendis held in constant tension with that
accessibility due to its relative exclusivity

Due to the expeimental nature of the vineyard, and the fact that the results of efforts there are
dependent on the uniqueand changeable climate of Indianagevery seasonds pr
unique. A 2006 Creekbend Cabernet Sauvignon, for example, tastes very different from a 2007
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vintage. Because of these challenges, the legend of Creekbend grows more potent with each
successfu harvest. Of parti cul ar note is the production
used for awardwinning ice wine.These grapes are picked aftethe season's first hard freeze

which acts to concentrate the juices, producing an exceptionally sweet destevarietal.
Capitalizing on the Indiana growing seasoé which is long enough to fully ripen the grapes, but

cold enough to freezethem before they rot on the vined Oliver produced exceptional ice wine

that was awardeddBest of Showw at t h e-Anki@dh indiCorhpetition.

Story Theme #3: Story of the Vision for the Future

Since the early 1990s, Oliver Winery's
annual production of wines has increased
from 38,000 to over 820,000 gallons. The
recent installation of a new production
facility added twele state-ofthe-art,
stainless steel tanks with automatic
temperature controls. These tanks contain
features which closely monitor the
fermentation process in order to optimize
the quality and taste of the wine. A new
bottling line capable of filling, corkig, and
labeling 8,000 bottles per hour was also
added. The new line demonstrates great
flexibility in terms of bottle shapes, sizes,
and labels. As a result of these improvements, Oliver has gained the ability to triple its current
annual production with only relatively modest additionalcapital outlay. This will enable the
company to efficiently providesufficient product for growingwholesale marketsin the future.

Product

The breadth of Oliver Wineryds ptyaofdswpeers. Whilene d
most vineyards typically offer only two or three varietals, Bill Oliver has established a portfolio

that boasts a selection of 33 different wines: 11 dry, 10 serdry, 9 semisweet, and 3 dessert.

Of these, 10 are created from grapeg r own at Ol i ver s Creekbend \
are crafted from externally sourced grapes or grape juice (called sepage). While supporting
production from the wineryds own Creekbend \
authenticity as a southern Indiana
vineyard, the decision to nationally
source a large quantity of grapes acts to
ensure materiél of consistently high

quality and sufficient supply.

Bill Oliver describs the artistry involved
in winemaking as similar to cooking a
fine mea. A good chef starts with
premium ingredients, either purchased
from trusted vendors or produced in
oneds own gnaakirdydon Bill Wi n
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Oliver is much the samgJaqua, 2008). Whether internally or externally sourced, the grapes for
Oliver wine underga@ production procesgshat is aligned witht h e v icnotmmneirtdnse nt t o
approachable and satisfying wines that emphasize the varietaharacter of high quality frui
(www.oliverwinery.comwinemaking). In other words, as Bill Oliver explainsg L e t the gi
s p e a(Jadud, 2008) This respect for the nature of each varietal results iproviding customers

with winetasting experiences based upon clean and uncomplicated homage to the grape
varietal.

By eschewingndustry tradition and offering a broad range of drinkable wines, Oliwafineryhas
widened its customer base considerably. Visitors with wildly differing tastes can easily access the
wine list by choosing from a selection of wines within each of sevedifferent categories. This
inclusive portfolio has allowed the company to convert many newsine drinkers into a thriving
population of Oliver wine appreciatorsSignificantly, he di dact i ¢ nature o
offering (i.e., tke instruction given at tle winetasting bar and during tours of the production
facilities) enables the company to tap the large population of Indiana University students and
their parents as customers. As each university class reaches legal drinking age, Oliver tasting
room employees (many of whom are 1U students themselves) stand ready to help them discover
the world of wines. With 33 different possibilities, nearly everyone can find at least one varietal
that is pleasing.

Visiting the winery also proves to be an excellent ougiior parents as they travel to Bloomington

to visit their students. In addition to wine, visitors are able to select from a complimentary
assortment of fine foods, art and accessories that are arranged within both a small retail corner

and subtle displaysthroughout the tasting room. Each item within the retail spaces is closely
aligned with the companyds value of provi di
accessible winegy experi ence. Even
drink alcoholic beverages are able to irfd
refreshment in juices, natural sodas and myriad food

items available for sale. There is something for every
visitor to enjoy, and the results of this inclusiveness

are clearly visible during busy summer weekends, as

large groups of college students, ksiness
colleagues, local residents and families with small
children all seamlessly mingle both within the tasting

room and throughout the outdoor verandas and

picnic areas. By providing a welcoming, nesiitist
approach to wine appreciation, the Olivers hamnly

add substantive val ue to
& experiences, but they also enjoy augmented

~| revenues from a relatively broad customer base.

Place

The value that Bill and Kathleen Oliver place on
visual aesthetics is apparent throughout the tasting
room, production facilities and surrounding twenty

acre grounds, which have become a destination for
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visitors from around the region. The winerydc
limestone slabs that anchor manicured flowerbeds. A broad expanse of ticalously groomed

lawn slopes down behind the tasting room, punctuated by haim@wn benches and picnic tables.

Lily pads and onamental grasses frame a large kopond, offering an appealing location for
picnicking visitors. Along the pathway leading toeh wi ner y6s main entran
waterfall that serenades visitors past the large patio and deck areas, through wide front doors

and into the tasting room.

Thick beams of solid oak reminiscent of fobtackrc
vaulted ceiling. An iron grapevine sculpture
and sends its vines to twist along the beams above. The warklocal artists is ubiquitousand

can even be found on the wine bottle labels themselve®Villiam Zimmerman, who created the
bar 6s gr ap e)\hasoreatedsacseriespot labelsthat feature highly detailed paintings of
birds and flowers. These labels earned the winery thi&Clear Choice Awardfrom the Glass
Packaging Institute in 2005,as well as first place in offset printing from the&Tag and Label
Manufacturers Instituted (for the Pinot Grigio Blue Heron label).

Every detail in the tasting room and throughout the production areas is attended to with
meticulous care and craftsmanshipfrom the custommade hanging varietal signs to the spotless
floor of the grape fermenting room. Visitors to the winery are surrounding by an environment that
rivals the aesthetic beauty of the globallyecognized wine regions of France, Spain and the
western United States. Every surface and corner of the tasting room is composed of slate,
hardwood, ceramic tile, thick glassor wrought iron. Every pallet and box of materiél is stacked
neatly and labeled professionally throughout the production areas. Eaftbwer bed is artistically
designed and meticulously attended. The Olivers and their staff have not missed a single
opportunity to communicate their shared vaki of delivering an optimal winéasting environment

for their customers.

In additontopayng car eful attention to the companyds
their commitment to philanthropically engaging their communityith their innate understanding

that" 1 t 6s | ust t h(Bliver,i209%).They havie fogused their girm 'entirely on their

own community of Bloomington The variety of organizations to which they donate is quite
substantial, including local arts organizations, parks and recreation, the chamber of commerce,
band boosters, firefightersand Rotary :
Clubs. Additionally, Oliver Winery is the
mai n sponsor of I
Auditorium, where
served during special university event
for which the company donates not onl
the wine and food, but also staff
services Due to the latter pat of the gift,
Oliver is delivering a complete wine
appreciation experience, rather than a
simple product donation

Results
When Bill Oliver firsassumed control of



winery operations in 1983, 80 percent of allevenue came from retail tastingoom sales while

the remainder originated through wholesale channels. During the past three decades, this ratio
has reversed. Since its founding, the compan
ability of the tasting room togeneratedemand through wholesa channels.

The exceptional wine experience that visitors have at Oliver creates loyal fans whpon
returning home supplicate their own grocers, restaurateurs and wine shop owners to begin
carrying Oliver wines. Additionally, these customerp r o m o deee.gsReichheld, 2006, p. 30)

ext ol the wineryods product s, beauti ful enviro
and families.A s peci al subset of these Oambassadorso
and engagement with Indiaa University students and parents. Upon graduation, these
customers spread out across the country, carrying with them their loyalty to IU and Bloomington,

as well as to Oliver Winery and its products.

In 2002, Bill and Kathleen hired a wholesale sales amager in order to satisfyrequests fortheir

wine from outofst at e whol esal e distributors. That sal
into the Kentucky and Ohio marketsand in the following years the company ventured into
Michigan, lllinois and noncontiguous states, including Florida and Kansas. As mentioned above,
salesaregr owi ng robustl vy, i Il ustrat i ngbasedhbasiness f e c
model.

Lessons Learned

For the leader striving to create a valuesased business, howcan he or she ensure that an
organization is truly constructed upon core values, rather than simply lacquered with a patina of
valuesbased jargon, hollow mission statements or fleeting, fazhsed initiatives? We believe the
Oliver Winery story provides W@able lessons that can help in this journey.

#1. The Right Values have Power

Not all values are created equal. While research certainly demonstrates the power of a strong
culture of shared values (Brauer, 2009; Cameron, 2008; Kouzes and Posner, 2007%,9ay that
alignment with any set of common beliefs create sustainable success would be folly. Consider

the recent housing and mortgage fiasco that led to the global financial crisMany homebuyers,
lenders, Wall Street investment bankers and brokersll shared the -drm profiue d c
maximization. This value has proven to be unsustainable and reckless, as well as arguably criminal.

Compare this situation with that of the Olivers, whose business has been built upon a very
different set of sharel values: those of inclusion, authenticity, deep respect for staff and
customers, uncompromising quality, constancy of purpose and letegm focus. These values
have provided a foundatiorupon which three decades of consistent growth in revenues, profits
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and loyal customershas been realizedT h e v a | u leesid thepfactthat they are not simply
rhetoric; they are deeply internalized bgil staff and act as a guide for every decision and action.

#2. Deep Belief and Understanding

A successful busines is composed ofthousands of right decisions. Moreover, the type of
sustainable success experienced by Oliver Winery is made possible by staff members who are
passionate about what they do and consequentlymake choices commensurate with the

c 0 mp a nauéss This energyintensive process is not predicated upon mere rhetoric or
imagery, but is sourced instead irthe more fundamental emotional and intellectual drivers of
belief and understanding If leaders and staff are toconsistently addresssituations that do not

reflect company values,they must first have deep belief in and understanding of shared
organizational standards, which provide guidance in the decisiomaking process. Such
internalization of company values effectively prevents shesighted acions based on superficial
financial analysis, oconventional 6 wisdom, or

#3. Values and Gestalt

Recall Kathleen Oliver's observation: "People, product and place: Each one is integral to our
successd if one componentfails, then we greatly reduce our positive impact on the customers.”
This statement reflects the importancehe Olivers place on infusingtheir values into the gestalt,

or the inseparable whole of the company. Let us examine the lessons provided by #hi
commitment to creating organizational alignment

a) Hire Values, Teach Skillsthn GoodtoGrea{f 2001) , Jim Collins asse
your most important asset. Theight peopl e ared (p. 51) . 0The r
0 d o n 0 tto be tegltlylmanaged or fired up; they will be satfiotivated by the inner drive to
produce the best results and to be part of
the right people are those that already hold the same values as the compaare is taken

in the hiring process to assure a "good fit" by placing heavier emphasis on values and
character than skill sets or experience. The Olivers find it easier to hire values and teach
skills, than to hire the skills and try to change an emplogts values. As Katherine Dean
argues, "By inviting only those with similar values into the organization, leaders create
opportunities for employees to feel deep connections with and respect for the compaliyks

which create the foundation for good decisn-rma ki ngo6 ( Dean, 2008)

b) Develop According to Values: Research demonstrates that committing higher than
average resources to training systems yields a greater return on investment per employee,
better customer service and deeper employee commitmenttoh e company&s Vv«
vision (see Kouzes ad Posner, 2007, p. 91, 171, 261). For Bill and Kathleen Oliver, two of

their mo s t effective training mechanisms have
infusion of valuesbased company legends into daily agations. The former of these tools
enable new staff members to gain confidence in performing ahe level expected by
managementwhile concomitantlypreventingunderachieving employee$rom interacting with
customers until they have proven competencyhe latter of the tools (storytelling) serves to
continuously relate company values to the staffunder the guise of educating customers

about the product line. By instilling nearly every conversation between employee and
customer with some segment of the Olevr story, the companyodos t
continual improvementand optimism for future success becomeubiquitous, and deeply
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influential to employee decisioamaking processeslong after training is complete gee e.g.
Cameron, 2008).

¢) Promote fom Within: Bill and Kathleen Oliver have created organizational leaders by
oenabling them to see clearly, and to achi e\
2008). Due to rigorous training, the Olivers can be confident of the alignmesftwhat they

and their employees holdmost dear: achieving the extraordinary. Furthermore, by creating

such an integrated management of people, producand place, the Olivercan rest assured

that they are making it very utmrwaldsmremaib | e
working at the winery. There is simply no dark corner within such a tightly woven environment

for lowachievers to hide(Collins, 2001, p. 51; Kouzes and Posner, 2007, p. 56).

Those whoremain with the organizationbecome more de@ly aligned withand supportive of
company initiatives, which resonate with their own values about how to achieve excellence.
The wi ner y fodowdteeaddoogyshbti tphe gr owt h of any orga
accumulated growth of the individal relationships that constitue it 6 ( Rei chhel
188). Such committed relationshipsare rewardedwith invitations to advance within the
company. As mentionedoreviously, the majority of the Oliver
promoted from within he organization. While some business leaders may question this
practice, the empirical evidenceoverwhelminglyendorses itRet ur ni ng ts@ood i m (
to Great we learn that bringing ina 0 kpriofiehoutside change agent is negatively
correlatedwt h a sustained transformation from [ a]
valuesbased company, promoting from within is not only an acceptable practice, but an
advantageous one. Candidates have already beeptted, tested, and strengthened and hae

proven their character, aptitudeand commitmentt o t he companyds princi

d) Align the Environment with the Valuesthe Olivers have invested considerable resources

in crafting their c o0 m.pTaeay yrierstapdhthatsthe credail gages, v i r o
production facilities and extensive landscaping send powerful messages abouthe
companyd salues, which in turn affect mora, performance and loyalty (Cameron, 2003).

0Just l i ke verbal symbol s, 6 author s tMdt,chae
omul tiple physical symbols can be put toget
case of Oliver Winery, the ubiquitous symbols of fine craftsmanship and generous investment
in aesthetic beauty are communicating (and then emphasizinghe val ue t he ¢
leaders place on experiential stewardshipT he Ol i ver s 6 v ieshanbingehe d e d i
working environmentencourages staff to minic, and customers to enjoy, thesefforts.

#4. The Product is More Than Just the Product

Bill and Kathleen Oliver are not just selling winé they are providing a complete customer
experience that is infused with the company values of excellence, hospitality and attention to
detail. In his textClued In: How to Keep Customers Coming Back Again arghit (2004), author

Lewi s P. Carbone extol s such Opurveyors of
transaction, 6 Carbone relates, Ot he way peopl
will have everything to do with their ultimate commitmertt o an or gani zati on o
Customers are loyal to Oliver Winery not just because they enjtsywine, but because they
attach a premium to the values that are so cl
focus on the customer experiece.
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#5. Values Transcend Organizational Boundaries

The Olivers intimately manifest author Brauer
0 as opposed to simply being geographically located éha community is necessary to properly

link social val ues wi t h t he companyos produéddsed and
experiential offering and highly visible planthropic efforts, the Oliverscreate deeply relational

(as opposed to purely transactional) engagements with their customers. These sustd
relationships blur the boundaries between customer and company and company and
community, with the effect that the customersthemselves transform into an effective sales tool
forthewi neryds product . T tbathsfunctienal anu tsfyiagh justsas theu a t 1
company needs the support of the local population to flourish, the local community benefits from
having the winery asan essential part of the community

Final Thought

One of themosti nt eresting aspects gmraachtto bBildingla vaduesd K a
based business is that they have done swithout a written mission statement. This seems to run
counter to convention which holdsthat a business should start with a clear statement of
purpose. Unfortunately, the valueof such public proclamations iscompromised every time
organizational actions are takerthat are inconsistent with it. What the Olivers show us is that
more attention shoul d be p-anakérsdoaatherithart what theyo mp a
say they are doig. Their values are imbedded in every decision ama every actionz every day.

After all,as Ben Franklinhasa s sur ed us, not o n lwegllbyidsinggobd © mp & 0 ¢
also true thato w edbné is better than wellsaid. 6
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mechanics of building and sustaining higperforming, valuesbased organizations. The lessons
learned are at once revolutionary and timeless, simple yet comprehensive. It is the hopehe
researchers that the fruits of their crosslisciplinary collaboration may empower all who dare to
imagine and build within the new paradigm of the 21st century: ValuBased Leadership
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Introduction

This paper presents a model of holistic leadership thas proposed for inclusion with the
integrative class leadership theories. It positions holistic leadership as a synthesis of full
participation models and developmentalkpriented leadership theories by building upon theories

of holistic development. Tasupport its thesis, it begins with an overview of the evolution of
leadership theory. Holistic leadership is then defined with its distinguishing elements placed
within the context of contemporary leadership literature. The paper concludes with a staterne

of the theoryds fundament al assumptions, its
potential as a supporting framework for future research.

To lead is to inspire others to realize their best potential. While many other definitions of
leadership exist, leadership practitioners who meet this standard are likely to be successful more
often than not. This paper offers an emergent theory of leadership built upon the class of
theories most closely aligned with this goal. It then integrates themitiv theories of holistic
development that offer insight into the most effective ways to access the best potential of
enterprise members.

Leadership Paradigms
As Lussier and Achua (2007) note, leadership has evolved over the past sixty years to produce
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four major paradigms: trait, behavioral, contingency, and integrative. In some respects, each
paradigm shift emerged as an evolutionary consequence of both the strengths and the
limitations of the paradigm that preceded it each in its own way offerin@ perspective on how

to inspire that best potential in the individuals and groups being led.

Of these paradigms, the integrative class which includes transformational, servant, and
authentic leadership theories, builds upon behavioral, trait, and contingey theories by
extending the | eaderos I mpact beyond task ful
expectation is that by attending to the motivational needs of followers, better outcomes are likely

to ensue. However, despite the soundness dhis premise, translating these theories into
practices that deliver consistently superior results remains a challenge for most practitioners.

This paper associates the cause with three perceived limitations of the current crop of integrative
theories:

1. They do not extend themselves far enough into the realm of follower motivation;
2. Many continue to rest the locus of causality in leadership processes with the leader; and
3. Most do not fully explore the systems implications of the leader, led, and contextdria

Therefore, an opportunity exists for a leadership theory that addresses these shortcomings.

Holistic leadership proffers seven fundamental assumptions about the nature of effective
leadership:

1. Successful outcomes result from an orientation toward @elopment.

2. The healthiest and most productive development is done collaboratively.

3. The leadership unit shapes the context of collaboration.

4. The core leadership unit is the individual, which makes every participant a leader within
his or her own sphere ofrifluence.

5. The intrinsic desire for meaningful purpose suggests that every individual wants to realize
his or her best potential.

6. Holisticalldl ed col |l aborati on r equi r e sdeterhimation beh e p
respected.

7. The exercise of sellet er mi nati on i n a way that real i

results from an iterative process that must be supported.

This paper presents holistic leadership as that next step in the theoretical progression of the
integrative paradigm. It does sty drawing upon holistic development theory and its implications
for elevating the role of seHletermination and collaborative development to a position that is
inextricable from successful leadership practice. This contention will be supported first dy
overview of the evolution of leadership theory with an emphasis on the connecting strands that
link other classes of leadership theory with integrative theories of leadership. From there, a
theory of holistic leadership will be presented in sufficientetiail to distinguish it from existing
theories and articulate its potential as a model for leader, leadership, and organizational
development.

Evolution of Leadership Theory: Then to Now

The historical view of leadership known as th@reat Man Theoryeflected two notions: (1) there
were inherent, instinctual and perhaps even bigenetic factors that preselected some for
leadership; and (2) that the circumstances that elicited leadership behavior also acted as
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catalysts propelling those best suited to evee into leadership positions (Bass & Bass, 2008). In
this way, great man theories anticipated both the trait and contingency theories that were to
follow. The search for qualities most commonly found in great leaders led to an interest in
leadership trats and behaviors that could be measured. It was only upon the inability to find an
empirically validated list of traits dispositive of leadership proficiency that other explanations
were explored. However, the shift frongreat man to (and subsequently awayfrom) trait and
behavioral theories did not nullify their contributions to what we know to be true about
leadership.

Sixty years of leadership research has established that the personality of the leader cannot be
wholly excised from the leadership discaose or the outcomes that leadership produces. Instead,
trait and behavioral theories served as a pivot point for contingenbgsed theories that place
leadership in the context of leader, follower, andituation (Lussier & Achua, 2007). Indeed,
situational leadership theories emerged out of the recognition that their trait and behavioral
predecessors failed to address the context variable. As such, situational theories were
instrumental in explaining why the presence of specific traits and behaviors ineadier could not
consistently predict leadership results. However, there are an infinite number of situations with
which a leader may be confronted.

They can be internal or external to the organization; relate to economic, production, or personnel
issues; and require chronic, acute, or cris#evel intervention. Further, these situations rarely
emerge in isolation. This results in leadership practices that must be evaluated through ever
more byzantine constellations of context. What emerged from this dilema was a shift in
perspective from o0l eadership as péthdthreachthaic e ¢
not only links but leads from trait, behavioral, and contingency theories to the integrative
paradigm.

The Personal Touch

Contingency leadersip theory expressly linked personality traits and behaviors to situational
context as a mechanism for explaining and then predicting which leadership styles would work
best in different situations (Lussier & Achua, 2007). As other situatieandexed leaderip

t heori es wer e devel oped, t he | eader s abil
performance emerged as a central theme. Whether by accident or design, these new areas of
inquiry had the effect of elevating the needs and desires of the employaed making them a
functional element of leadership. From there, it took only a small leap for leadership theory to
integrate these concepts into models that emphasized the personality traits and behaviors that
motivated and inspired staff.

Transformationa |, Authentic, and Servant Leader Models

Once the connection between leadership effectiveness and employee motivation was
established, leadership research migrated toward isolating the personality traits present in
inspiring leaders as well as the behavie that led to staff motivation. The nexus between
charismatic leaders and transformational leadership was a natural outcome of this line of
investigation. Charismatic leaders are defined by high levels of energy and enthusiasm as well
as strong ideals aml superior communication skills that engender loyalty, devotion, and
commitment from followers (Nahavandi, 2009). This kind of lead&sllower interaction when
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positively directed supports the norms that leadership scholars associate with transformational
leadership.

It is generally accepted that transformational leadership is defined by four criteria: idealized
influence, inspirational motivation, intellectual stimulation, and individual consideration (Bass &
Bass, 2008; Chemers, 2000; Judge & Bono, 200Q;ussier & Achua, 2007; Nahavandi, 2009;
Piccolo & Colquitt, 2006). These elements synthesize the findings of expectancy, leadember
exchange, and other transactional theories with increasingly popular schemas hinging on the
nature and quality of leadefled interactions. Specifically, a growing emphasis on the importance
of emotional intelligence (Goleman, Boyatzis, & McKee, 2002) and leading with heart (Kouzes &
Posner, 2002) when added to the imperative of involving employees in the conditions of their
work, were crystallized in the transformational leadership profile.

Servant and authentic leadership theories take this profile and add a values orientation. Servant
leadership is premised on the equality of all participants in an employment relationshihile
hierarchical structures may formally exist, the servatgader model eschews dominating or
controlling tactics of supervision in favor of employee empowerment (Daft, 2008). Lessons
learned from the contingency paradigm of leadership theories makéear that certain contexts
are less amenable to a servant leadership model than others. Nonetheless, servant leadership
and its companion theory of stewardship heavily favor a participatory style of leadership that has
proven successful under the right caditions (Walumbwa, Hartnell & Oke, 2010).

Finally, authentic leadership emphasizes the values system of the leader and its role in leading
from a base of selflawareness, integrity, compassion, interconnectedness, and sdlcipline
(Nahavandi, 2009). @awson (2009) advances a similar concept that he callkevel Three

|l eadership. The third | evel in Clawsond6s mod

beliefs, and expectations (VABE) play in the behavior of the leader and the led. Taken together,

the progression of leadership theories over the last hatentury can be viewed as a cascade and
an evolution with each set of theories being enlarged by the theories that followed it. However,
despite the compelling perspectives offered by the current ietion of leadership theories, a gap
remains.

The prevailing views of |l eadership present
relationship to the led, the team to the organization, the goal relative to the contéxteadership
interactions are reflexively treated as a series of causes and effects. However, in reality these
interactions are typically nonlinear. This helps to explain why achieving the most desirable
leadership outcomes remains unpredictable despite the compelling thesedared by situational
and integrative leadership theories. Every individual, entity, or event that is impacted by a
leadership process produces its own effects through the idiosyncratic responses being
generated. Accordingly, however else leadership is oefd, it must also be regarded as a
ocompl ex, dynamic and adaptive process
(Magnusson, 2001, p. 154). By doing so, it is also recast as a holistic process which prowdes
the starting point for the leadeship theory presented here.

Holistic Leadership Theory
Popper (2004) asserts that leadership is a relationship that extends beyond the properties of

1

|l eaders and foll ower s, because Othe conceptua
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integrative view of leaders, followers, and circumstances, and thus reduces the bias . . . of giving
too much weight to the | eadero (p. 118) . AcC (
leadership and it arises from the emotive force that emanates frofeadership relationships. It

is this emotive force that creates the leadership mandate of charismatic leaders which has
evolved into its operationalized and most researched forthtransformational leadership.

In describing the three forms of relationshiphat leadership can produce, Popper (2004) noted
that developmental relationships are characterized by the ability to create an environment of
psychological safety that allows participants to engage in developmentally oriented behaviors
including those mat closely associated with transformational leadershi@ individualized
consideration, autonomy reinforcement, and the promotion of trust, s&énfidence, seltfesteem
and achievement orientation.

However, even this interpretation remains constrained bk very limitation that it exposes: that
is, positioning the leader as the locus of causality in the leadership relationship. Popper (2004)
hints at the solution by referring to the routinization of charisma, noting that this process breaks
the bond between follower and a specific leader and converts it into a property of the institution
or organization. Thus, the glaring conundrum in the leadership literature lies in how to
successfully instigate this routinization process. Holistic leadership theory gegts that the
answer lies in defining the unit of analysis not as the leader, the follower, the circumstance, or
the relationship, but rather as a holistic system of development.

Holistic Development
Wapner and Demick (2003) maintain that holistic devepment is inherently systemsriented

and ident i fige ntvhier onpreernstodn as the system state.
according to three dimensions that relate to both person and environment: the fbysical, the
psychosocial, and the sociou | t ur al . A holistic systemds f e

process of adaptation, reflect change as a feature of transformation, and require synchronization

and coordination of its operating elements (Magnusson, 2001). From this perspectiVeader,
follower, and circumstance are not jockeying for a position of control but are instead discrete
component s o f a series of interconnected Sy
coordinate and synchroni zed whiptplocessach ot her t

LipsWiersma and Morris (2009) add to this construct by emphasizing the role of meaningful
work in framing the holistic devel opment pr c
wholeness is particularly important in experiencing meaningfue s s 6 (p. 502) . Bas
into the elements of meaningful work, they produced a model of holistic development comprised

of four quadrantsd developing and becoming self, unity with others, expressing full potential

and serving othersd that, it can be argued, orient the personn-environment system state.
Popper (2004) also addresses the role of meaning isymbolic leadership relationships by
highlighting the I mpact tseif-eohcept amda rdogiviaton for self-e o n
expression Leaders in positions of formal authority have the opportunity to project values that
followers can internalize as prized components of thegelf-concept and sources of motivation
through linkages to an idealized vision articulated by the leader.
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LipsWiermma and Morri sdés (2009) t heory of hol i st
not, and in fact cannot, manufacture or manage meaning for others. It is instead challenged to
find ways to promote the integration of seliefined meaningful purposes thaemerge organically

from the individual and are subsequently aligned with the broader goals and objectives of the
organization. This view is embodied in the definition
offered by Rogers, Mentkowski, and Hart (2006) i
which holistic development is describeda s Leaders in positions of formal

further integration of JEUEEECRUEREITIIIERE ng s

(p.500). project values that followers can

internalize as prized components of
In their investigation of the relationship between BT aRE= | BeTeyTol=1o] A= 13ls BE=To I (=100
holistic development and performance, RogersEpoiziile s Biglelt s d T/ eI
Mentowski, and Hart (2006) conducted a meta [ls[sE1[F4=le BV Tol W giTol 0] 17=1o B 6 1AR 4[]
analytic review of research studies in supportfo BEEGER
their metatheory t hat Xt o
intentional focus of meaning converge to create a framework for holistic development and
performance. Their metatheory forms a matrix in which the structures of the person and external
contextual frames suchas the working environment intersect a plane of internal versus external
foci of meaning. This matrix yields four domains of growih reasoning, performance, seHl
reflection, and development Several concepts emerged from their analysis that would be
germane to an emerging theory of holistic leadership. When combined, these theories coalesce
as a leadership imperative highlighting the need for:

1. An assemblage of selflirected participants.

2. Environments that promote the development of meteognitive skils like reflective
thinking and pattern recognition to support the active use of mental models that will
sustain constructive, autonomous decisiomaking.

3. Leaders that engage participants in ways that demonstrate respect for the autonomy and
individual capacities of their members.

4. A collective approach to the development of member capacities in a way that seeds
meaningfulness into the work environment.

These perspectives on holistic development map to elements of the leadership theories that
have retainedtheir salience and applicability over time. They include the relationship between
leader personality traits and leadership performance; personal and organizational values and
leadership behavior; leader influence and follower motivation; and follower nmwatiion and

organizational performance. Further, this convergence of holistic development and integrative
approaches to leadership presage the type of learning organizations described by Senge (2006).

In the opening pages of his book, Senge (2006) describdearning organizations as places

owhere people continually expand their capaci
and expansive patterns of thinking are nurtured, where collective aspiration is set free, and
where people are continualllf ear ni ng how to | earn togethero

organizations can be identified through the presence of five distinct disciplines:

o Systems Thinkingd the ability to perceive complete patterns of interrelated events for
purposes of prodicing more effective outcomes.
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e Personal Masteryt he abil ity to harness, hone, and
on an ongoing basis.

e Mental Modelsd the conscious and subconscious forms of mental imagery used to shape
oneds under st Etoashimtg hisoof her ervinodment.e
Shared Visiond An ideal future state that is collectively prized and pursued as a goal.

e Team Learningd Engagement in collective dialogues that produce deeper insights than
can be achieved individually.

The evoluton of leadership theory as articulated above has, when joined with theories of adult
holistic development, provided a kaleidoscopic image of the learning organization. The
articulation of holistic leadership theory that follows seeks to bring that imagetana more
unified focus. Emerging from these precepts, holistic leadership is defined asvaluesbased
approach to producing optimal outcomes through the collaborative development of all
participants in the process, at all levels of functional performance

Holistic Lea dership Defined

The theory and resulting definition of holistic leadership presented here is not the first or only
one attempted. On her website, Orlov (2003) describes holistic leadership as a methodology

focusing on systemic development hat | mpacts oOoneself as | eade
environment o6 all resulting in oO0a journey that
and organizational/ community | evelsd (p.onl).

his website that he refers to as an O0integrat
such as organizational teaching, personal mastery, reflection, inquiry, stewardship, visionary and
strategic action, results orientation, thought leadershippowersharing, collaboration, and
nurturing. Similar to Orl ov, Tspirguglariad ad gersonal d e |
wellness focused on mind, body, and spirit.

Tice (1993) describes holistic leadership as a peoplentered approach that isboth process
and outcome oriented. Participants at all levels of the organization share responsibility for the
activities that contribute to successful functioning and produce an environment where the
organization serves more as an interactive and selinforcing community then a toglown
hierarchical structure. These depictions of holistic leadership align with the prevailing research
on adult holistic development whichd when integrated with the integrative paradigm of
leadership theoriesd transmute into the singular theory of holistic leadership presented here. A
closer inspection of each element of the definition of holistic leadership will illustrate how.

A Values-Based Approach

Leadership ethics is the most readily identifiable example of a ual-based approach to
leadership. Ethics and moral orientations are values representations and have been directly
linked with servant and valuedased leadership styles (McCuddy, 2008). However, the very
definition of a val-wmeedspumrgeeasdahsd tchant lae obvrad auckls)
Pearsall and Trumbell (2003), McCuddy describes values as those principles, standards, and
judgments that one deems as significant or important. He proceeds to suggest that elevating
standards on a personal leg | wi || not necessarily correlat
justé according to the s t-4msedapprabsh indhis orahyltcantex .
must be explicitly defined.
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SELF

The valuesbased approach of holistic leadership places eqli@mphasis on the welfare of the
individual, the organization, and the larger community. This fragment of the holistic leadership
definition finds initial affinity with the stewardship theory. Lussier and Achua (2007) define
foaused formm i leagesship that

stewardship within a leadershipc ont e x t
empowers followers to

as
ma k

e

deci si ons and

definition functions well as a description of the outcome of a valudmsed approach to

leadership, it obswres the central function that stewardship actually plays in facilitating that

hav

outcome.

Stewardship is more appropriately described
conservation of resources that have been entrusted to the care of human bej s 6 ( Mc Cu d
2008, p . 3) . When combined, Lussier, Achua,

element dictating that holistic leadership must cultivate entrusted resources both human and
economicd in a way that supports growth, selietermination, and both individual and collective
responsibility. Such a perspective also aligns with the four quadrants of L\p8 er s ma 0 s

Morrisos

potential, and serving othersd which suggests that a valuedased approach is likely to produce

working environments that members find meaningful.

Servant leadership expands upon thisalue element by promoting selftranscendence in the
service of supporting the growth and devebment of others (Lussier & Achua, 2007).

BEING

Moral Development
Personal Growth
Bemg true to self

Working Together
Shanng Values
Belonging

DEVELOPINGC
AND BECOMINC
SELF

UNITY WITH
OTHERS

EXPRESSING
FULL

SERVING
poTENTIAL &

OTHERS

Creating
Achieving Making a differcnce
Influencing Meeting the needs of humanity

Figurel: Chart modeldeveloped by Marjolein Lip&Viersma
&Lani Morris. (Reprinted with permission)

OTHERS

Characteristics associated with

servant leadership include
stewardship, active listening,
self-awareness, community

building, and commitment to
growth (McCuddy & Cavin,
2008). In addition, through
their research ino the
relationship between servant
leadership and leadership
effectiveness, McCuddy and
Cavin were able to link servant
leadership with moral
orientations.

(2005) theory of fundamental
moral orientation has three
basic categories arranged on a
continuum anchored by
selfishness on one end,
selflessness on the other, and
selffullness in the middle. The
values element of holistic
leadership aligns with seH
fullness in several respects.
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First, it accommodates the remaining fragments of the deftion of holistic leadership, including

the pursuit of optimal performance outcomes in a manner that is inconsistent with selfish goals

and supportive of d though not necessarily requiringd selfless acts. Second, it frames
leadership values as a balancdh et we e n 0 rselfinteresh andb leasonable concern for

the common gooddé (McCuddy, 2008, -bgsed33epdership Thi |
theories like authentic andlevel threeleadership which both focus on the moral orientations and
behaviors of the leader. Accordingly, a valudsased approach serves as a precursor that
supports and validates the four remaining components of holistic leadership. Namely, it
establishes the collective development of all participants in the leadership process a central
principle that will guide future behavior and decisiemaking.

Producing Optimal Outcomes

A leadership model that does not address performance outcomes has limited utility in practice.
The goal of any leadership effort is to direct behavioowards a desired goal. As with other
integrative leadership theories, a basic premise of holistic leadership is that it actually supports
the achievement of the most desirable outcomes for the leadership unit (organization, group, or
individual). The currat focus on transformational leadership has produced consistent empirical
support for connections between it and team learning and effectiveness (Chiu, Lin, & Chen,
2009), commitment to organizational change (Herold, Fedor, Caldwell & Liu, 2008; Howarth &
Rafferty, 2009), job performance (Chunfai & ChiaHung, 2009), and leader effectiveness
(Barroso Castro, Villegas Perifian, & Casillas Bueno, 2008; Resick, Whitman, Weingarden &
Hiller, 2009). The mediating effects attributable to transformational leadeng represent core
elements of holistic leadership theory.

For example, tearrfhased work produces optimal outcomes because it capitalizes upon the
collective strengths of team members while redistributing weaknesses so that they can be
absorbed and compenated for by the group. Existing literature on the conditions that promote
team effectiveness emphasize the interdependence of both members and tasks, the emergence
of shared mental models, and an enabling structure that provides psychological safety farnte
members (Burke, Stagl, Salas, Pierce & Kendall, 2006). These correlations form the basis for
asserting that the collaborative development of all participants in the leadership process will
produce the types of psychological climates that facilitate dptal outcomes.

Transformational leadership has been empirically linked with team effectiveness in part because

of its role in facilitating team learning behavior and a team learning orientation that in turn
supports team behavioral integration in ways carstent with the findings described in the Burke

et al., (2006) study (Chiu, Lin, & Chien, 2009). Accordingly, the residual effects of the
transformati onal |l eaderds attention to tBe sp
even within a team seting 0 appear to translate into an increased commitment to the goals of

the organizational unit. Likewise, holistic leadership practice leverages these same attributes by
inculcating them as leadership values.

Researchers also found a correlation betweetransformational leadership and creative self
efficacy that was empirically linked not only to an improvement in job performance ratings but
objective performance standards like increased sales (Gong, Huang & Farh, 2009). In that
study, transformational éadership and learning orientation were associated as predictors of
creative selfefficacy. Similar research on transformational leadership and social exchange
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theory attribute these connections to the increase in trust and loyalty to leader that
transformational leaders engender. Based on this research, it is reasonable to expect holistic
leadership practices to produce environments of increased trust and loyalty that extend beyond
specific leaders to the collective leadership enterprise.

This set of lealership literature suggests that integrative
models engage participants in ways that inspire trust
because they demonstrate a commitment to the welfare

of the individual. In turn, the individual is inspired to e[ W e can dlo
commit to the values of the leadership unit wibh that a valuesbased
includes the success of organizational goals and [CIYoLeEICIRINIEET SISl
objectives. Thus, we can conclude that a valuéssed that evidences support
approach to leadership that evidences support for the for the collaborative
collaborative development and continuing welleing of development and

participating members should produce biger outcomes. continuing well-being of
The next element of holistic leadership must then participating members
specifically address how to demonstrate a commitment

o . should produce better
to the welfare of individual members through their outcomes
collaborative development. '

Collaborative Development

Individuals who are brought togther by the pursuit of the same or similarly aligned goals
represent a unique collective unit. Organizations accomplish their goals through the efforts of
their members. Transformational, participatory, and other empowering approaches to leadership
link successful outcomes to the ability to encourage employees to align personal achievement
goals to organizational goals. Transformational leadership as the most widely researched of the
integrative theories, suggests that this link is accomplished through thespirational vision and
idealized influence of the leader. Participatory leadership styles rely on social exchange theory
by promoting the involvement of members in exchange for a commitment to advance
organizational goals. Holistic leadership extendthese approaches by explicitly predicating
success in achieving organizational objectives on the personal and professional development of
participating members.

By shifting the focus from the charismatic capabilities of a transformational leader to the
ongoing relationship between individual members and the organization, holistic leadership offers

a more stable and transferrable structure upon which to establish personal and organizational

goal alignment. There are at least two residual benefits to thepproach. First, individual
members of the organization no longer need to experience personal achievement vicariously
through the articulated vision of the leader but are instead facilitated in making a direct
connection between their efforts and the organz at i onds success. And
released o0from the burden of creating and <ca
(LipsWeirsma & Morris, 2009, p. 505). Moreover, the notion of pursuing goal achievement
collaboratively is at the hearof the servant leader model.

Il n articulating Greenleafds servant | eader shi
put service before selinterest; (2) listen first to affirm others (3) inspire trust by being
trustworthy and; (4) nourish others to help them become wholelt is the fourth of these precepts
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that speaks specifically to the collaborative development element of holistic leadership while
aligning it with holistic development models like the one offered by Lijgdiersma and Morris
(2009). A holistic approach is motivated by more than improved organizational performance. It is
committed to the personal and professional growth of participating members, ostensibly putting
the former before the latter.

This element is not necessarily a prequisite of participatory models but is nonetheless
compatible with them because it anticipates variability in the capacity of organization members
and commits to bringing developmental opportunities to them wherever they are in their growth
process. Cotingency theories suggest that participation must be limited by developmental level,
situational urgency, and the environmental structure in which members operate (Houghton &
Yoho, 2005). However, holistic leadership takes a contrary position. Rather thhmiting
participation based on these contingencies, participants should be developed so that they will be
capable of responding appropriately to the tasks or situations that may confront them.

Consequently, each member ds paetsonat soomes me
rooted because of the organizationds demonst
success. Coll aborative devel opment I's achiev
develop itself and its members together.
All Participants in the Process
To be effective, collaborative development must take the individual capacities of organization
members into account. True empowerment and participation provides choice in the form of
opportunities to:

e Exercise seHdetermination;

e Find meaning in oneds wor k;

e Develop selfefficacy; and

e See the impact of oneds contributions to t

2005).

Holistic leadership theory rests on the central premise that it is only through the opportunity to
exercise selfdetermination that onecanf i nd meani ng i n o reffiéasy, ando r k ,
see the impact of his or her contributions

individualized consideration to result in member empowerment, it ust be embedded in
institutionalized structures that position all participants in the leadership process closer to the
right on the selfdetermination continuum developed by Ryan and Deci (2000).

The Importance of Self -Determination

According to the SelDetermination Theory (SDT), the presence or absence of skdfermination
is a composite of motivational tendencies, setegulatory style, perceived locus of causality, and
the dominant regulatory processes employed by the individual (Ryan & Deci, 2000tach
member of the leadership proces® regardless of formal positiond brings with them their
current motivational tendencies which range from amotivation at the left most end of the
continuum through extrinsic motivation to intrinsic motivation. Eacinotivational tendency is
coupled with a correspondingself-regulatory style While the first two elements of self
determination reside within the constitution of the individual, collaborative development has the
potential to influence theperceived locusof causalityand the dominant regulatory processesdy
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shifting actual decisioamaking to the participant wherever possible and anchoring those
decisions in praesocial values that support the meaningnaking experience in a positive way.

As participants areregularly afforded opportunities to engage in autonomous decisiomaking,
the perceived locus of causality shifts from the impersonal or external on the left most end of the
continuum towards an internal locus of causality resulting from repeated opporities to direct
onesd own activities. Similarly, the | east d
and Deci (2000) as nonntentional, nornvaluing, incompetence and loss of control. However,
actively engaging participants in decisiomaking processes that relate to their work and
supporting their evolving mastery as autonomous decisimmakers causes their efforts to
become intentional and their contributions to be perceived as valued. They now acquire control
and experienceincreased feeligs of competence. These experiences would be expected to
move their dominant regulatory processes to the right, engendering increased interest,
enjoyment, and inherent satisfaction.

Houghton and Yoho (2005) cite as a limitation of fully participatory cision-making, the cost of
investment when weighed against the potential returns for certain classes of employees (e.g.,
temporary workers). However, there is no way to avoid the fact that this is a values proposition.
When decisioamaking opportunities are offered to some members but not others, existing
power disparities are exacerbated and can only undermine even the best intentions for member
involvement.

Social exchangebased theories of leadership rest on perceptions of equity and justice. Further
member perceptions of justice and dignity in the conditions of employment are found to be
inextricably linked to the ability to find meaningfulness in their work (L{g¢iersma & Morris,

2009). When members are afforded opportunities to participate in thdecisions that affect

them, not only does that contribute to increased feelings of meaningfulness, it engenders a level

of trust in their organizations that promotes member commitment to the achievement of an
organi zationds goal s stratéshthe swdivadpalizedaansideration ideatiied e mo
with transformational leadership and helps to routinize it by conveying the residual goodwill from

the individual leader to the organization as a whole, as Popper (2004) recommends.

Individuallyfocused developmental activities also build the functional capacity of the
organization by extending the range of talent and expertise available internally. This is an
indispensible requirement of any participatory approach that seeks to respond to the inherent
vulnerabilities highlighted by situational theories. For all members to have greater access to
participation in the conditions of their engagement with an organization, all members must have
access to developmental opportunities that will enable them toapticipate competently and
effectively. It is the principle of participant development as a requisite element of leadership
practice that distinguishes holistic leadership theory from its paradigmatic counterparts.

All Levels of Functional Performa nce

The definition of holistic leadership theory presented here infers the demonstration of a
commensurate level of leadership on the part of all participants in the leadership process.
Consequently, functional performance emerges as a primary concern that must further
segmented into two categorie® functional leveland level of function

Functional level
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The multidirectional and interdependent nature of holistic leadership suggests that it is
unilaterally applicable across a range of settings and contextsTo be practical, however, this
premise requires a unifying construct that is described here as thieadership unit The
leadership unit, for purposes of this theory, is deemed to exist in one of four forms that often
operate simultaneously. They are:

1. The l unit d representing the individual at the intrgpsychic level of functioning.

2. T h dy00 udreptesenting any dyad of two individuals and corresponding to a meso
level class of functioning.

3. The Teamunit 8 defined here as consisting of not less thaithree and not more than
seven memberss0 corresponding with a micrdevel of functioning.

4. Theo We aunibo reserved for groups of eight or more individuals, including collections
of teams and dyads, organizations, communities, and societi@salso repreenting the
macro and meta levels of functioning.

The dictates of holistic leadership apply to any and all leadership units individually and
collectively with the understanding that al/l
Therefore, all levels of functional performance as the phrase resides within the complete
definition of holistic leadership theory, refer first to the individual capacity to perform as a
member in different leadership units. Thereafter, as those leadership units seliganize or are
organized externally, holistic leadership theory dictates how Weam (and some team) level
leadership units function when formally structured.

Levels of function

Holistic leadership does not conflict with existing hierarchical structureRather, it recognizes
that collaborative development within a Weam context (i.e., an organizational setting) is best
supported within a stable structure so that development at theuhit level can occur in place. In
addition, every type of leadership uniwithin a Weam context must be able to associate the
responsibilities of its assigned function(s) with the broader mission if the mission, vision and
values are to be internalized for consistent practice by constituent members. A clearly
identifiable strucure supports this requirement.

For development of all members of a Weam to occur in place, more experienced members must
be appropriately positioned to facilitate and support the development of less experienced
members. Thus, holistic leadership also cegnizes that development occurs in successive
stages or levels of function. The formally designated structure of these stages is of less
consequence than the levels of performance that must be represented. Accordingly, holistic
leadership theory posits dur distinct levels of functional performance at the Weam level: (1)
executive (2) managerial (3) supervisory and (4)frontline.

The executive levelis responsible for creating and maintaining a climate hospitable to holistic
leadership principles. Eecutive level commitment is a prerequisite for the successful
implementation of holistic leadership practices throughout any collective enterprise. Referring
once again to Popperds (2004) characteri zati c
this leadership unit is on the moral or values level of development. The charismatic content of

9 The upper limit of seven was selected based on a study that suggested the optimal team size is between five and seven
members (Sharma & @kh, 2007).
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the leadership relationship can only be successfully routinized if a collective identity exists
through which values are transmitted so that individual membersan identify and internalize
them for meaningmaking purposes. This includes the utilization of constructive mental models.
The managerial level then translates these values into an organizational structure with
supporting policies and procedures. This leVis distinguished from thesupervisory leveby the

|l atterds function as the direct and proxi mal
with the modeling of those behaviors for thefrontline level As Popper (2004) notes,
developmental intgactions require close interpersonal contact. It is only through these coe-

one interactions that the prerequisite developmental conditions of psychological safety and trust
can emerge.

In this respect, the supervisory and managerial leadership uniterve critical functions. The
supervisory level underscores that all leadership relationships in a holistic leadership framework
have a supervisory component that will either undermine or reinforce the salience of holistic
leadership principles by virtue bthe extent to which supportive psychological climates are
established and maintained. The managerial level of function serves as the conduit through
which individual psychological climates become organizational climates.

Finally, it is the frontline leel whose practice directly impacts upon how different leadership
units are experienced by those on the outside and thus validates the extent to which holistic
leadership practices are fully functional within a collective setting (e.g., an organization)DTS
reminds us that human potential is realized when the three basic needs for competence,
autonomy, and relatedness are met (Ryan & Deci, 2000). Frontline level leadership represents
the proving ground for whether the prevailing leadership structure medtsese needs. Through
its emphasis on the collective development of all participants in the process, holistic leadership
theory offers a means to do so.

The four levels of functional performance are applicable to Weam units of all sizes. Smaller
settings not able to support four levels of supervision will nonetheless need to perform all four
levels of function even if those functions are collapsed into fewer hierarchical levels or formal
titles. For example, a small nonprofit organization with a limdenumber of employees must still
establish the values for the organizationekecutive), an organizational structure for their
implementation (nanagerial), mechanisms for supporting their consistent practicesiipervisory
and the unfailing fulfillment of trose practices with all external participantsfrontline).

Implications for Leader, Leadership, and Organizational Development

The primary implication of holistic leadership theory as it is presented here lies in its connections
between the development ofthe leader, follower, and circumstance and the interactions that
recast leadership as a holistic process (i.e., a function of systemsented processes, interacting
with and adapting to one another). These processes are theorized to produce the best oates
when focused on a valuedased approach to the collaborative development of all participating
members. This view of leadership is implicit in several leadership theories already identified as
having informed holistic leadership theoryd namely transfamational, servant, stewardship,
authentic, andlevel threeleadership. However, each of these leadership theories rests authority
and responsibility with the titular leader as the arbiter and primary instigator of those
philosophies in practice. As a ca@equence, the outcomes even in the most participation
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oriented environments become leader dependent. Holistic leadership theory mediates this
limitation.

With holistic leadership, a baseline level of leadership behavior (e.g., deddership) is expectd
and developed from within every participant in the leadership enterprise. This view leads to a
more authentic expression of participant empowerment because responsibility is shared rather
than conferred. Treating all participants as leaders supports thencept of leaders as partners

in the leadership process. Thus, as the traditional leadership profile is transformed, the holistic
leader becomes more adjuvant than advocate.

The emphasis on collaborative development as a parallel pursuit with goataament comes
closer to realizing the aspiration of full participation by organization members than has been
realistically articulated by other leadership models. In the present theory, each member of a
leadership endeavor is viewed as a fuld albeit developing 8 partner in the process. The
enterprise itself serves as both structure and catalyst for the emergence of selhdership
gualities through selfdetermined activities that allow each member to develop his or her relative
capacity to contribute. The leadership hierarchy is then more accurately viewed as a measure of
the ability to facilitate growth in self and others, with organizational outcomes serving as external
referents for success.

One of the most important facets of these leadership intactions relates to mental models.

Mental models are the cognitive processes that shape perceptions of external reality and our
personal responses to it. They shape the VABES that Clawson (2009) attributes to leadership
performance and are identified asoneof t he five components of S
learning organization. More importantly, they exist for every member of an organization,
regardless of position and thus represent a singular predictor of organizational performance.
Holistic leadershipt heor y 6 s potenti al for the devel opm
organization lies in its ability to influence the mental models of organizational members in a
more positive and productive manner.

The lessons learned from overcoming challenges anaobstacles have been deemed more
instrumental to leadership development than formal training by those who have experienced
both (Johnson, 2008). The underlying premise of holistic leadership theory is that the outcomes
of effective leadership result fromtte alignment of values and resulting behaviors between the
organization and its members. This is combined with a commitment to the development of all
participants concomitant with the pursuit of organizational goals. This approach produces a
climate wherethe pursuit of meaningful purposes can emerge organically, which is consistent
with what holistic development reports as the primary motive goal for all human beings. In the
process, selfleadership capacity is expanded through the exercise of sditermined activities

as participants respond to the challenges and obstacles faced during the ongoing performance
of their professional responsibilities.

As a legacy of both transformational leadership and other participatory leadership models,
holistic leadeship uses the Weam unit (e.g., the organization, community group, agency) to
develop selfleaders throughout any collective enterprise by linking task, personal and
professional performance, opportunities for setfetermination, and expectations for succes As

a consequence, organizational development and individual developmeitat all levels of the
organizationd become structurally entwined.
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The tacit messages that are imparted through the practice of a valubased approach to
collaborative developmat are expected to produce optimal outcomes when adopted as a
leadership philosophy within a Weam setting. The mental models that such a philosophy fosters
include a belief in the worth of all participants and the value of their contributions, the
importance of collaborative approaches to goal attainment, and confidence in the abilities of all
leadership unitsd including | units 8 to accomplish goals. As these mental models continue to
be supported through policy and practice, they are internalized in vgagyhat promote the
behaviors highlighted by integrative leadership theories and that result in desired outcomes.
Members are inspired, motivated, and committed to the achievement of individual and collective
goals.

As mentioned previously, Senge (2006)redicts such an outcome in his description of the five
characteristics of a learning organization. As presented here, holistic leadership supports
systems thinkingand team learning by virtue of its emphasis on collaborative development;
facilitates personal masterythrough the development of all participants; produces the types of
mental models that generate desired outcomes; and ultimately positions the organization to

build a shared visionf or t he organi zationds s uc deisdviduale c au

successes of its members, thereby facilitating a sense of meaningfulness in work that is
authentic and intrinsically motivating.

Present Limitations and Future Research

The viability of any theory depends upon the extent to which its clailwen be validated through
empirical investigation. One limitation of holistic leadership theory is that it is based upon a
number of assumptions that have yet to be proven. Future research validating correlations
between holistic leadership and selieadership and holistic leadership and the positive
outcomes associated with transformational leadership would be useful in this regard. However,
holistic leadership theory must first be cast in the form of a testable model of leadership. Such a
modeF! has beendeveloped by the author and contains the following salient features based on
the theory articulated above:

e A framework of thirtyone leadership competencies that support the practice of holistic
values and collaborative development strategies in organizsettings; and

e Use of the four levels of functional performance as an organizing framework that
produces leadership scaffolds to support the development of sédfadership capacity
while preparing participating members for the exercise of increasing léveof self
determination and participatory decisiommaking.

The current conceptualization of holistic leadership serves as the theoretical underpinning for
the abovereferenced model. The model can then be used to assess organizational climate as
well asindividual readiness to adopt the kind of practices that produce learning organizations
and empowered participants. More importantly, the theory and corresponding model offer
concrete strategies for producing the aforementioned resulf something that cortinues to be
needed by leadership practitioners.

®1 For more information on the Holistic Leadership Competency Model, contact the author.
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The promise of holistic leadership theory lies in its use as a tool for the development of
leadership units of all sizes including Weam level settings that support the dissemination and
practice of holisic leadership principles. Organizational culture and climate research would be
an appropriate avenue of investigation for this aspect of the theory and could be validated by

measuring the influence of holistic leadership practices (i.e., through applicati of the Holistic
Leadership Competency Model) on performance outcomes.

Holistic leadership theory codifies the best of what has emerged from the holistic development

and integrative class of leadership theories and synthesizes them into a singular framoek that
supports further research and refinement .

intended as a first step in that direction. Its propositions are anchored in the wealth of leadership

and developmental scholarship that has preceded it anthat now stands ready for its next
iteration.
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Social proof argues that
organizational members will take
their cues about behavioral
decisions from the culture
before considering what the
stated core values are. There is
growing research support for the
phenomena of culture as the
primary driver of employee
behavior. These cultures are
greatly influenced by the actions
of organizational leaders.

A Tale of Two Cultures:

Why Culture Trumps Core Values in Building
Ethical Organizations

DAVID BURKUS
REGENT UNIVERSITY
VIRGINIA BEACH, VA

Introduction

This paper examines the influence of organizational culture on ethical behavior by considering
two sepamate corporate case studies:Enron and Zappos Research shows that organizational
culture is a primary driver in employee behavior and that leaders shape this behavior. Despite
Enronds statement of 1i1ts core et hiacudtlre ofq@ded e s,
that encouraged unethical behavior at all levels. In contrast, Zappos has become renowned for its
ethical culture. Readers will learn the importance of alignment between culture and core values

as well as how to assess whether an orgasiz i onds cul ture wil/| supp
values.
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The Enron Backdrop

A Houston courtroom served as the scene for one of the more famous trials of the past decade:
the trial of Enron CEO Jeffrey Skilling. From the beginning of his trial throughisosentencing in

May of 2006, Skilling maintained his innocence (Gladwell, 2006). During the trial, prosecutors
and defenders examined witnesses and experts and presented a host of evidence. However, it
was the evidence presented in the court of publicpinion that may be remembered the most.
Among the ammunition used by journalists and commentators was a compampduced book:

the Enron Code of Ethics ManualThe Code of Ethics went beyond a few choice words framed and
hung on a wall in the lobby. Thisépage manual not only outlined
core values, but also the various ethical policies that all employees were expected to follow
(Enron, 2000).

Many companies draft core values handbooks and manuals. Most that provide instructionhmw

to create a core values statement call for senior leadership teams to conduct-site meetings
and compile their ideas about the precise wording of those core valuese¢ Collins & Porras,
1996 for a typical sample). Many times these statements aresed as the foundation for
organizationwide training programs in the hope of transferring these words into the actions of
employees (Patterson, 2010). This is how a simple statement of core values can grow into a 64
page ethics manual so detailed that ondegins to wonder how it failed to prevent the scandal
that befell Enron.

The Role of Culture

When looking at ethics in organizations, one cannot merely consider core values statements and
ignore social proof (Cialdini, 1993). People typically do not lotdk written codes for clues about
how to behave; they look to others. For an example closer to home, consider speed limits. Few
people actually limit their speed to the 55 or 65 miles per hour posted on highway signs. Instead,
most drive a setspeedoverte | i mit (05 overo6 or 010 overd)
In organizations, employees often decide how to act not based upon an ethical statement on the
company intranet or in a policy manual, but by how they see others acting.

Within an or@nizational setting, there is a growing body of literature demonstrating how culture
and climate are crucial to understanding how unethical cultures facilitate unethical and even
illegal activity (Trevino, Butterfield & McCabe, 1998; Dickson, Smith, Graje& Ehrhart, 2001).
The ethical culture of organizations has been shown to influence the process and judgment
dimension of integrity (Barnett & Varcys, 2000). Incidents of unethical behavior, therefore, often
are partially explained by organizational culte (Sinclair, 1993). These incidents help to explain
the behavior but also help to shape a culture that influences future incidents, thus creating a
cycle of unethical behavior.

Wimbush, Shepard and Markham (1997) examined the link between ethical climaind integrity.

The researchers surveyed 525 employees in a national retail, salesmmissioned organization.

Et hical climate was assessedEthicad Climgte Questonnaire a n
(ECQ), a 36tem questionnaire used to measure the w@ous dimensions of an ethical climate (the
independent variable). Factor analysis determined five factors or types of ethical climaie
independence, caring, instrumental law, rules, and service. Ethical behavior (the dependent
variable) was measured usig vignettes from theWork Situation QuestionnairWSQ) (Shepard
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and Hartenian, 1991). The WSQ presents four ethical vignettes derived from newspaper reports
of actual ethical situations experienced by business organizations. The four ethical dilemmas
covered stealing, lying, disobeying company policies, and serving as an accomplice. Regression
analysis was performed for each of the five dimensions and for each of the four dependent
variables. Overall, the presence of ethical climate was negatively relatex unethical behavior
(Wimbush, Shepard, and Markham, 1997). Most regressions were negative and significant (See
Table 1 for full summary). Five nonsignificant negative relationships and three nonsignificant
positive relationships were discovered. The onjyositive, significant relationship was founded
between instrumental climate and serving as an accomplice (all of the relationships for
instrumental climate were positive, though the remaining were nonsignificant). Instrumental
climates are marked by emplgees expected to sacrifice work and personal morals for the good of
the company (Victor and Cullen, 1987).

Tablel: Relationship between ethical climate and behavidr
*Reprinted with permission. (Wimbush, Shepard & Markham, 1997).

Ethical Climate Unethical Behaviors
| Lying Stealing  Disdbedience Accomplice

- - (n.s.) - (n.s.) -
Independence
Instrumental + + (n.s.) + (n.s.) + (n.s.)
Caring -(n.s.) - - -
Service - - - -(n.s.)
Law and code - - - -(n.s.)

+ = Significant positive relationship - = Significant negative relationbip

n.s. = Nonsignificant relationship

Wu mbus h, Shepard and Markhamdés (1997) resul ts
ethical climate of an organization and the ethicalecisions its employees make. An organization

that has shaped an ethical climate and culture should be less likely to house unethical behaviors.
The values and behavior of senior leadership is especially influential in shaping organizational
culture (Dickon, Smith, Grojean & Ehrhart, 2001). Schein (1985) outlines five primary behaviors

that serve as mechanisms leaders use to create and reinforce organizational culture:

Attention focusing;
Reaction to crises;
Rolemodeling;

Rewards allocation; and
Hiring/firing criteria.

I n a case study of the Enron coll apse, Sims a
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seni or |l eadersd® actions related to al/|l five m
t hat caused Enronds demi se.

The Enron Culture

At its peak, Enron was an energy, commodities, and services company employing nearly 22,000
people (McLean & Elkind, 2004). Based in Houston, Texas, Enron was one of the largest energy
companies in the world and had kReecmmpamgd &
consecutive years byFortune magazine. Enron was founded in 1985 in Omaha, Nebraska as a
natural gas provider, but was reorganized in 1979 to function as a holding company (BBC News,
n.d.). The company was regarded as a competitive, tatd ocused cul ture whet
lavishly rewarded and permitted to launch new projects, often without supervision (Gladwell,
2002).

In its annual report to shareholders, Enron listed its core values as follows:

(1) Communicationd We have an obligatiorio communicate.

(2) Respectd We treat others as we would like to be treated.

(3) Integrityd We work with customers and prospects openly, honestly, and sincerely.

(4) Excellenced We are satisfied with nothing less than the very best in everything we do.
(Enron, Anrual Report, 2000, p. 29).

However, several examples reveal that the culture stood opposed to these core values. Instead

of reinforcing the code of ethics and the list of virtuous core values, the actions of leadership
established a culture with values ofyreed and pride. While the printed code of ethics described

the companyds commitment to o0conducting the b
with all/l applicable I aws and in a moral and |
the virtuesof integrity and respect as core values, the behaviors and attitudes of its people often
stood on the opposing pole.

Two examples of unet hical behavior among | ea
was established and strengthened. Former EnrorEQ Jeffrey Skilling was inspired by one of his
favorite books, The Selfish Gene (Dawkins, 1976) to establish a grading system for all
empl oyees, routinely firing those who failed
(McLean & EIlkind, 2004). ldwever, the culture of greed is better seen in the actions taken by
Andrew Fastow, for mer Enron Chi ef Financi al
directors. I n an effort to continue to build
an elaborate process of establishing special partnerships to bundle assets and secure loans
(Gl adwel I, 2006) . The board of Enron, under
partnerships was a violation of its code of ethics, voted to suspend the code ofhet c s &
application to Fastow while these partnership
and the boardds decision were not kept priva
these partnership members to be disclosed.

These actions udoubtedly helped shape the culture of Enron. Taking these two examples into
consideration, it becomes clear why reports of unethical behavior were seen at all levels.
Consider the reports of former energy traders for Enron who reported boasting betweenldra

during the California blackouts about the various tactics used to decrease supply or increase
demand for energy and hence, increase the price of energy (McLean & Elkind, 2004). Despite
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public awareness about the dangers of this behavior, no one carf@th to speak out against it.
Some former Enron employees labeled the strength of the unethical culture as akin to
groupthink (Stephens & Behr, 2002, A01). While senior leadership worked to create a statement
of core values that upheld the highest ethicastandards, their actions shaped a culture that
would not meet these standards.

The Zappos Culture

Despite its young age, online shoe retaileZappos has received a seemingly disproportionate
amount of media attention regarding its unique corporate cultue ( O Br i e n, 20009;
Pershcel, 2010). However, this attention is well deserved, as Zappos is considered by many to be
a shining example of customer service, culture, and ethics (Chafkin, 2009).

Zappos was founded in 1999. It has since expawd its product offerings to clothing,
accessories, and even various overstocked merchandise through its subsidiary companies
(Hsieh, 2010). Compared to Enron, the company is small, employing approximately 2,000 people
at its headquarters in Las Vegas, Neda and in its warehouse in Kentucky. Zappos does not just
differ in size; it differs drastically in its business paradigm as well. The company places its
emphasis on developing its culture and core values around the happiness of both its employees
and its customers (Hsieh, 2010). Though not publicly cited by Hsieh or anyone in the Zappos
leadership team, the business philosophy of the company appears greatly aligned with Heskett,
Sasser, and Schlesingerds (1997) s eompang muts pr o f
emphasis on employee and customer satisfaction, profit follows invariably (Heskett, et. al,
1994).

It is surprising to learn that the company lacked a formal statement of core values for the first six
years of its existence (Hsieh, 2010).a&pos CEO Tony Hsieh believed that writing out core values
was too corporate and ineffective. Hsieh was familiar with the offsite retreat homework
assignment used by most corporations and did not want to draft a document that failed to reflect
the true cukure of his employees. Instead, Tony focused first on creating a dignified company
culture: one that was committed to exceptional customer experiences (Hsieh, 2010). Hsieh even
reinforced this culture by drafting a book of essays about company cultures qmised entirely of
employee contributions (Chafkin, 2009). Zappos eventually developed training programs
designed to reinforce this internal framework (Hsieh, 2010). Hsieh has even gone so far as to
offer to pay employees to quit if they are not a culturéit (Taylor, 2008).

It was Zappos employees who eventually persuaded Hsieh that they needed a statement of
values to represent the Zappos environment (Hseih, 2010). Instead of taking his senior
executives offsite to prepare such a statement, Hsieh bormwed the strategy used to create the
culture book. Hsieh emailed everyone in the company, asking for their input on what they
believed were the core values of Zappos (Chafkin, 2009). Then, like a gardener tending to plants,
he pruned and watered certain idas, combining similar values and expanding on others (Hseih,
2010). Finally, they settled on ten core values, which remain unchanged even today:

Q) Deliver WOW Through Service

2 Embrace and Drive Change

3) Create Fun and a Little Weirdness

4) Be AdventurousCreative, and OpeMMinded.
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(5) Pursue Growth and Learning

(6) Build Open and Honest Relationships With Communication
@) Build a Positive Team and Family Spirit.

(8) Do More With Less

9 Be Passionate and Determined

(10)Be Humble(Hsieh, 2010, p. 154).

Once these foundtional values were identified, Hsieh knew they had to take root within the
organization (Chafkin, 2009). The human resources department eventually would create
interview questions to examine candidatesd po
Once hired, new employees are required to read and sign a statement of acknowledgement,
indicating their understanding and acceptance f t he company&s core vall

It is important to note that Zappos leadership did not lead with a statement of core vatue
Instead, Hsieh created and reinforced a culture that held these values, and let employees
themselves declare it. In this way, Zappos leadership not only created a list of values that
employees believed in, but also leveraged the power of social proofdonsure that employees

acted on what they believe. The strength of their beliefs would be put to the test on May 21,
2010, when a computer glitch developed on 6pm.com, a Zapposvned bargain retailer. A flaw

in the website caused the price of every produan the site to be reset to $49.95 (Albanesis,

2010). Within six hours of discovering the error, Zappos employees had fixed the glitch. Then
Zappos®6 Director of Brand Marketing and Busi
the companyds Wd horpr eved arangact®n (Magness, 2010). This decision
would cost Zappos over $1.6 million (Albanesis, 2010). However, it would also serve as another
exampl e of how Zappos sought to stay true to
throughcud omer servicedé (Hsieh, 2010, p. 154).

Conclusion

The business world has witnessed no shortage of ethical scandals in recent years. In the wake of
these, one often begins to wonder how companies that profess a commitment to ethical core
values can be guily of such blatant ethical violations. Social proof argues that organizational
members will take their cues about behavioral decisions from the culture before identifying their
stated core values. There is growing research support for the phenomena of ardt as the
primary driver of employee behavior. These cultures are greatly influenced by the actions of
organizational leaders. In the case of Enron, despite an ethical statement of values and a lengthy
company code of et hi cs, ncaumaged unethichl behalierratalhleveld s a
In contrast, Zappos has become renowned for its culture and customer service. The core values
at Zappos were drawn from this culture and the actions of leaders at all levels have
strengthened it. Even when challeged by a $1.6 million mistake, Zappos remained committed
to delivering on its promises and its core values.

These cases suggest to organizational leaders the need to consider culture as central to building
an ethical organization. Misalignment between ¢e values, organizational culture, and
leadership behavior can void any desired, positive affect from stating core values. When drafting
or promoting statements of core values, leaders ought to first consider whether the culture of the
organizatonwilsp port such statements. Cul ture audi't
(2006) Organizational Culture Assessment Inventorgrovide useful tools for assessing the
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current and aspiredto culture of an organization, and discovering ways to strengthen the pgose
aspects of that culture. In this way, leaders can ensure that their virtuous culture supports their
virtuous core values.
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Leadership: The Tabletop Concept
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Introduction

Today, students of leadership are inundated with studies, surveys, and research that espouse a
wide range of leadership conepts and issues. But four leadership principles in particulad
integrity, competence emotional intelligence and vision 8 are fundamental to successful
leadership. This paper presents these four elements as being analogous to the four table legs
that uphold a tabletop. Just like a tabletop cannot remain elevated or functional if there are only
one or two table legs, it is reasonable to presume that individuals cannot stand and function as
leaders if they exemplify only one or two of these four principldskewise, similar to how three
table legs can successfully uphold a tabletop for a short duration of time, individuals can also
appear to be successful as leaders through possessing only three of the four principles of
leadership. An analysis of historidaleadership, however, suggests that such individuals are
merely momentary | eaders who are destined to
buttressed by all four of the oOtable | egs of

Leadership: The Tabletop Concept

As the vorld progresses further into the 2% century, it is commonly accepted that leadership will
continue to play an integral role in all realms of society. Regardless of whether it is on the family,
business, political, cultural or national level, we can exped¢o see a multitude of leaders
succeed, while also witnessing the downfall of countless others in the coming decades (Peebles,
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2010, p. 1). But what determines whether an individual rises to the challenges or succumbs to
the demands associated with leadeship? Before we address this question, it is necessary to first
define what the concept of ol eadershipdé truly

Unlike managementd which is almost entirely focused on issues such as planning and
budgeting, as well as controlling and problessolving 0 leadership involves two simple, yet
critical, elements: the people and the objective (Conger & Riggio, 2007, p. 136). Specifically,
leadership consists of aligning people, to include motivating and inspiring subordinates and
peers in a cooperative mannenvhile simultaneously motivating and communicating the desired
direction. Although the concepts of management and leadership are unique and exist
independently of each other, it is vital for these two facets to work in unison if an organization
hopes to siwcceed for the long term (French & Bell, 1999, p. 272). Problems arise, however,
because the topic of management is largely scientific and quantitative, while leadership is much
more theoretical and qualitative.

In fact, many leading scholars recognize theality that the concept of leadership remains in its
growing stages and lacks a grand, unifying theory to provide general direction to thinkers and
researchers (Burns, 2003, p. 2). This theoretical article will attempt to remedy this innate
shortcoming d the study of leadership by proposing a framework for leadership that is more
scientific and less theoretical. In particular, this article asserts that four vital components of
successful leadershipd integrity, competency emotional intelligence and vision d act in unison

so an individual can effectively stand as a leader. Moreover, this article will provide historical
examples that seem to suggest that these four elements are so crucial for leaders to possess
that they act in a manner analogous to fourable legs that successfully keep a table standing.

Tables & Leaders

In general, a table that is comprised of four table legs upholding a single tabletop is the most
functional type of table. Although many people could argue that a tabletop can techdiigde
upheld with only three table legs, most individuals would be hesitant to rely on this tabletop to
function. This hesitation is probably wise when considering the simple physics of tables: a
tabletop upheld by only three table legs is inherently uradile and prone to tip over if conditions
are not ideal. The same holds true for the tabletop of leadership: individuals should be hesitant
to rely on leaders to function if they do not exemplify all four leadership fundamentals. Perhaps
the reason most hunans recognize and acknowledge this tabletop reality is because we can
witness it every day in real, tangible ways. Unfortunately, it is more of a challenge to view the
realities of leadership fundamentals in equally tangible and personal ways.

A multitude of leadership scholars and writers identify this human inability to hash out what the
fundamentals are of leadership, and consequently assert that we must construct a general
theory of leadership so we can better grasp the role of individual leaders atfeir traits (Burns,
2003, p . 9) . But what are these oOrolesdé and 0
a survey involving thousands of participants and spanning six continents, leadership scholars

Jim Kouzes and Barry Posner discoveredathsubordinates most admire the following four
characteristics in their leaders:honesty, forwarddooking, competency and inspiring (2002, p.

25).

82



This survey was conducted several times over three decades, but these four personal attributes
of leaderswere always the top four, regardless of the year or the country in which the survey was
conducted (Kouzes & Posner, 2002, p. 26). This extensive survey reinforces the basic definition
of leadership, as it reveals leaders must be focused on both the peoplee., be honest and
inspirational) and the mission (i.e., be competent and forwatdoking). As such, this paper
utilizes these four leadership fundamentals as the four table legs that uphold the tabletop of

successful |l eadership.aori Hpwe warl,| tbhhee stuedrsmhi © uh
ovisiond will be d4vokiing. Pl dd keawfi s@f, ot maer d er m
replace the term oinspirational , 6 mostly due

just inspiration and power to foster interpersonal relationships as leaders (Goleman, Boyatzis &
McKee, 2002, p. 248). All of these four leadership fundamental® integrity, competence,
emotional intelligence, and visiond will be defined and described in greater dail in the
following sections of this paper.

Table Leg lintegrity

The leadership verity is that all great leaders possess integrity on the personal level. In almost
every book devoted to the topic of leadership, one finds either several sentencesrgmaphs,

pages, or even an entire chapter emphasizing how integrity and resolute ethical values are
crucial to leadership (Ciulla, 2004, p. 3). Although it is fairly ambiguous and encompasses
several relevant personal attributes, integrity essentially maas t h a't a persond
consistent with espoused values. Moreover, integrity is a primary determinant of interpersonal
trust, as it implies the person is trustworthy, ethical, and honest (Yukl, 2006, p. 210).

When individuals discuss the qualittet hey admire in | eaders, t hey
Ohonestydé as being synonymous with integrity
embody such character and honesty recognize that simply abiding by laws and legal precedents

is not integrty; true leaders must be held accountable to a higher standard of behavior than the
government requires, as well as to a higher level of ethicality than most individuals expect from
themselves (Ciulla, 2004, p. 36). In short, an individual who is in a ptsn of leadership should

strive to oOkeep alive val ues 0ouhaing farroteerspnabdut s o
honor and integrity, about tolerance and mutual respect, and about human fulfillment within a
framework of value)d (Gardner, 1990, p

Leaders must be able to elevate their organizations to greater levels of ethicality and their
subordinates to greater levels of morality. The keystone of this leadership ability is personal
integrity, and organizational shortcomings are inescapabif a leader fails to exemplify this first

table leg of leadership. Kenneth Lay, the founder and CEO of the notorious Enron Corporation,
serves as a perfect case in point of how onebo
the table leg of integity is absent, regardless of whether or not he/she personifies competency,
emotional intelligence, and vision.

Prior to founding Enron in the 1980s, Kenneth Lay held a number of respectable jobs that
required him to fully utilize his intelligence and copetence as a businessman. Lay, who died
after suffering a heart attack in 2006, earne
from the University of Missouri. He subsequently served as an officer in the U.S. Navy from 1968

to 1971 while simultaneously pursuing a PhD in Economics, which he was awarded in 1970
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from the University of Houston. A testament
professorship position he held at George Washington University in 1969 when he was stationed

at the Pentagon. After leaving the military in 1971, Lay transitioned back and forth between the
private and public sectors on several occasions. He held higinking positions at numerous
organizations tantamount within the energy industry in the 1970s and egqr80s: the Department

of the I nterior, the Florida Gas Company, t h
predecessor, Humble Oil (Fox, 2003, p.-8). But it was not until he joined the Houston Natural

Gas Company as CEO and oversaw its merger witteiNorth in 1985 that Lay solidified his

place as a highly competent magnate in the energy industdyhe was now the Chairman and

CEO of the newly rebranded Enron Corporation (Fox, 2003, p. vii).

Not only did Kenneth Lay possess extraordinary competenche was also a man who
demonstrated a level of emotional intelligence and vision for the energy industry. While a student

at the University of Missouri, he served as president of tl&eta Phichapter of the Beta Theta Pi
fraternity, a position largely dpendent on the politics of personal popularity (Fox, 2003, p. 8). He
subsequently won further recognition for his ability to develop lasting interpersonal relationships

as a leaderd all of which seem to suggest high emotional intelligence. He was the ment of

the oOFather of the Year 6 award by the Houston
the National Conference of Christians and Jew
Club of Houston, and even had a day in Texadsd K e n n g/t hD &lsesmamed in his honor by

the Mayor of Houston (Kenneth Lay, 2010, p. 1).

Lay also demonstrated his abilities as a visionary leader, writing extensively on the future of the
energy industry. Before it was a political or economic issue, Lay wasauid proponent of the

devel opment and wutilization of wind turbines.
stated, OWe expect to see not only a converge
of environmental and economic efficiencyef f i ci ent power i s clear p
Johnos University sociological professors R
reinforced Layds position as a visionary whe
market visionary becag e o f Enronds success in trading

(Tillman & Indergaard, 2005, p. B).

So how and why did Laybdés tabletop of | eader s
dramatic fashion when considering the competence, emotionahtelligence, and vision he
demonstrated as a leader? The answer highlights the importance of the first table leg of
leadership: leaders must exemplify integrity on the personal level if they hope to be successful as

|l eader s. Il n t he iptabdewp, befcut affdhig s integeity tdbdereg by explicitly
lying to the public and employees of Enron when he went on the record in August 2001 stating
Enron had ono accounting 1Issues, no trading i
probl em i ssueséo (McNamee & Zellner, 2002, p. 1
In reality, however, he had received an internal memo five days earlier that called into question
Enronds dubious accounting practices, wi t h a
nervous [Enron] w | | i mpl ode in a wave of accounting s
1). The advantage derived from violating his integrity in this instance was almost purely financial.
Enron executives were in the panddcuenspséategsffforc ap i

Enron stock. In essence, these knowledgeable individualswho were led by Ken Lay were

84



artificially pumping up the price of Enron stock by publishing fraudulent financial statements that
portrayed their company as being highly profitable. Bhstock, in turn, was bought by unwitting
investors, including Enron employees who were proud to work for such a seemingly successful
organization. These purported leaders of Enron then dumped their stock and reaped windfall

profits immediately before Ennrn 6 s true financi al Il nsolvency w
resulted in the stockds value pl8.mmeting (Til
This nosedive in the stockds value had dire i
who were barrel from selling their own shares due to a compangposed moratorium and saw

their | ifeds saving evaporate al most overnigh

pump-and-dump strategy and explicit lying on the part of Kenneth Lay is a glaridegficiency in
personal integrity. It is no surprise the other three table legs of leadership competency,
emotional intelligence, and visior® could not keep his leadership intact and functioning after his
lack of personal integrity was revealed and thifirst table leg was entirely cut from beneath his
leadership tabletop. While he may have been able to rely on the other three table legs for most
of his life as a leader, Lay finally confronted a situation that was unfavorable to his tabletop and
it consequently fell to the ground in a manner similar to someone bumping a table with only
three legs.

Table Leg IICompetency

For decades, leadership scholars have been debating the role personal intelligence plays in
determining whether an individual will scceed or fail as a leader (Neider & Schriesheim, 2002,

p . 220) . Af ter R. M. Stogdill ds 30 years of I
scholars and surveys posited that intelligence is the best predictor of leadership capability
(ChamorrePremuic, 2007, p. 147). Since then, scholars have found this to be true, but with an
important caveat: intelligence predicts leadership success in environments of low stress, but
during high stress scenarios, experience is more important (Sternberg, 2002, p. 9)

Perhaps the best way to appreciate the second table leg of leadership, competency, is to
consider an example. If you had to be rushed to the hospital due to aifeeatening emergency,

who would you prefer to see i momc(h aphyscianowho t he
graduated #1 from medical school but has zero redife experience, or (2) a doctor who
graduated last in his/her class but has 30 years of experience? Most of us would answer
ONeither of the two! 6 bedc#tainlustheralaspahdhasi3@yeaasrof wh o
experience is the ideal leader in an emergency room. This simple example underscores the
necessity of competency (i.e., intelligence and experience working in concert together) as one of
the four table legsthatp hol ds an i ndividual s | eadership t
the Union Army during the Civil War serves as an example of what can happen to leaders who
embody the other three table legs of leadershi@ personal integrity, emotional intelligenceand

vision d but are found to be lacking in competency when an organization needs it the most.

Burnsi de, who is arguably most famous for bei
hair, earned an appointment to the U.S. Military Academy ae¥¥ Point and graduated in 1847
as a 2nd Lieutenant in the Army. What is remarkable about Burnside is the extent to which he
epitomized the other three table legs of leadership, but was painfully lacking in the realm of
military competence. In terms of pexo n a | I ntegrity, he is remen
honest, loyal soldier, doing his best even if that best was not very good, never scheming or
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conniving or backbi t-25%)dtds s4dig ieonid tlranwhen Pr@sdén; Linpoln 2 5
asked himto command the Union Army in 1862, Burnside balked, showcasing his personal
integrity by candidly admitting to his superiors that he did not possess adequate competency for
such a position (O6Reilly, 2006, p. 2).

Burnside was equally impressive when @ame to emotional intelligence and his ability to interact

with people on the individual level, even as he commanded thousands of soldiers. Historians
document him as someone who was very popular wherever he set foot, to include Providence,
Rhode Island were he served as the State Governor from 1866 to 1869 and, subsequently, the

U.S. Capitol where he was a Senator from 1874 to 1881. The majority of this popularity can be
attributed to his leadership charisma, as he made friends easily, smiled a lot, aremembered
everyonefds name (Goolrick, 1985, p . 29) . Wi t h
successful leadership involves the mission and the people. Although he excelled at the people
component, which is vividly reflected in the lifelong posssion and application of his emotional
intelligence, he struggled with the mission component during the Civil War. This was most
evident in 1862 when President Lincoln directed Burnside to lead his army of 135,000 into
combat against 78,000 Confederate sali er s at the Battle of Fr ede
21).

This Virginian battled the largest battle during the Civil War in terms of men engaged in combat

o0 was of cruci al strategic significance becal
Richmon d®d he capit al of the Confederacy (O6Reill
Brigadier General when the Civil War broke out, Burnside had seen little combat prior to the first
shots being fired at Fort Sumner on April 12, 1861. This was, indge par t , due to
timing: he graduated from West Point too late to experience the Mexican War firsthand, resulting

in never refining the military skills or strategy he developed as a cadet (Kingseed, 2004, p. 158).

As a consequence of this inexpernce, he was ilprepared for the demands of leadership placed

on him at Fredericksburg.

Unlike many generals, Burnside was decisive and immediately enacted his plans once they were
reluctantly approved by t he Wa the DneopArmytbegamits ( O
attack on the Confederate Army outside Fredericksburg, numerous complications arose.
Logistics immediately became a problem as administrative bungling resulted in the army arriving

at the Rappahannock River before the pontoon bridg that were required to cross the river.

Rather than ford the river and began an expeditious offensive, as President Lincoln and other
generals had prodded him to do, Burnsi d33). sque
Shortly thereafter, duriig the core of the battle, Burnside began to issue vague and confusing
orders to his subordinates. Likewise, his directives led to strategic blunders that resulted in the
welkmanned Union Army being undermanned at critical moments, leading one general t@ere
comment oOMy Godédid they think my division cc
216).

Rather than reconsider his strategy after suffering vast casualties, Burnside was stubborn in the
closing days of the battle. He ordered his forces to ctimue on the same path and to renew their
assaults against the Confederates. When thes
finally able to persuade him to abandon the offensive. In the end, the Union suffered 12,653
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causalities while the Confedacy escaped with only 5,377 lost and proved to be a formidable
enemy at this pivotal battle in the Civil War

Such a dire analysis of Burnsideds competency
unintelligent and a lackuster visionary. In reality, however, he was quite the opposite. In addition

to his successful campaigns in state and federal politics, Burnside garnered significant notoriety

in the railroad industry. He was the president of myriad organizations, incluglithe Cincinnati
Martinsville and the Indianapolis/incennes Railroads. Burnside is also popular among gun
enthusiasts today due to his stint as the first president of the National Rifle Association (NRA).

Moreover, Burnside was a visionary leader withthe rifle industry and showcased his ingenuity

as an inventor in this field before the Civil War. He invented and manufactured a new breech

|l oading rifle as well as his own <carbine, w h
carbines during the[ Ci v i | War ], i n which more than 55,
1991, p. 11-12). Overall, Burnside was a very intelligent individual who was both creative and
visionary in his endeavors. So how could a man who so powerfully demonstrated integrity,
emotional intelligence, vision, and intelligence off the battlefield fail so miserably as a leader
when tens of thousands of human lives were on the line?

The answer is painful to admit but straightforward nonetheles8 he was incompetent as a
military general. This is an important leadership lesson that has tremendous implications for us

all: success as a leader imost realms of society does not equate to successful leadership atl
realms. Ambrose Burnside is but one historical example of this leadbip tenet. For example, if
George Washington was placed in an emergency room today, no rational individual would want
him in charge. As stated previously, a physician who graduated #1 in his/her class and has 30
years of experience is the preferred leadeén an emergency room. This does not discredit George
Washingtonos di stinguished |l eadership abilit
competent |l eader s maki ng t he deci sions gi v
incompetency resulted in his ptire tabletop of leadership falling down when he confronted
another leader at Fredericksburg who possessed a leadership tabletop strongly buttressed by all
four of the table legs of leadership: General Robert E. Lee.

Table Leg IlIEmotional Intelligene

Whether it is in the workplace or elsewhere in society, everyone has witnessed the awkwardness
that ensues what an individual who is seemingly qualified to lead others simply lacks the people
skills that are intrinsic to successful leadership. While thiawkwardness may seem harmless
from an external perspective, it often erodes the efficacy of the entire organization internally.
Emotional intelligence, which is the foundation of dynamic, industrious interpersonal relations
with others, encapsulates thisambiguous idea of people skills within the leadership framework
(Bass, 1999, p. 106). It is defined as a person being attuned to his or her feelings, and the
feelings of others, and the ability to assiduously integrate emotions and reason (Yukl, 2006, p.
219). But emotional intelligence is also much more.

Similar to soci al intelligence, it i ncludes
and selfmonitoring. Unlike social intelligence, however, individuals with high emotional
intelligence also exhibit emotional maturity, conscientiousness, emotional stability, as well as
freedom from narcissism, mood swings, and neuroticism (Bass, 1999, p. 106). In essence,
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emotional intelligence results in people better controlling themselves, which tarn enables
them to better control others as leaders. As Stanford professor Robert Sutton explains in his

bestselling bookThe No Asshole Rule o0 Cert ai nl vy, peopl e with hi
are skilled at taking the perspectives of people thegncounter and at responding to their needs
and feelings are pleasant to be around and we

Unfortunately, emotional intelligence is not innate in all humans. For General George Patton, the
absence of this thrd table leg of leadership was the crux that caused his leadership tabletop to
wobble unsteadily throughout his entire life.

By all accounts, Patton exemplified excellence in personal integrity, competency, and vision. As

he progressed to the highest ecHens of military command during World War Il, Patton
repeatedly demonstrated a high level of integrity as he demanded all human beings be treated

with due respect. Concerning the Allied countries utilizing German forced labor, Patton wrote,

0l dm oppexndadd ngo [ pri soner s] to work as sl aves
starved to death. ¢ Fur t her ravel @perspedivetof aniversglo s s ¢
morality, commenti ng, ol t i's amusing to reca
deference to the rights of man and the Civil War to abolish slavery and have now gone back on
both principlesdé (Dietrich, 2002, p . 127). Th
a strong advocate of the philosophy that individuals should be&uated based on performance,

not on race or religious affiliation. He bol d
can be a nigger or a Jew, but i f he has the s
God! Il | ove,2003,pHM12).Hi r shson

Patton possessed a comparable level of competency and vision as a leader. Whether it was
enemy combatants or his fellow generals, Patton was a legend for his superior abilities as a
commander. German Field Marshal Rundstedt is documenteals c | ai mi ng, oPat
Al'l i es®] besto6 and Omar Bradley ranked him as
theater during WWII (Weigley, 1981, p. 758). Even more impressive, political leaders at the

hi ghest l evels récaecgrinzgd Rabobdl dnds tpbreo once
most dangerous man [the AlIlies] havedéd and Jos
capable of planning or executing an offensive like Patton did in France (Irving, 1977, p. 677).

Pattonalso proved his worth as a visionary leader during the First World War and the subsequent
interwar years. Working alongside Dwight Eisenhower, Patton was one of the fathers of the

Armyds tank warfare doctrine, whi ch exeoswé d b
research and publication of work supporting the development of tanks, including a notable
article entitled oO0Tanks in Future War sthinkerser v

within the military (Hirshson, 2002, p. 156). But even sionary leaders who demonstrate
immense personal integrity and phenomenal competency struggle as leaders if they suffer from
low emotional intelligence; General Patton was not an exception to this important precept within
the tabletop concept of leadership

Throughout the duration of his career as a military officer, Patton earned an iniquitous reputation
for his oOharsh methods, his unbending persons:
wrath of his notori ousl yp. 3) &é¢rrmpsiitivas beicariga eefeltdhe ( DO
results were all that mattered as a leader, but Patton disregarded his lack of emotional
intelligence and odelighted in the contradict
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Unfortunately for Patton, he American public and military had a different perspective on

|l eader shi p, which was mani f est i n the i1 nfam
regrettable episode, General Patton slapped a soldiér who was bedbound at a European
hospital at the time but was later found to have been suffering from malarid across the face
because he claimed to be incapable of going |
fall out was swift and undercut Patt oHisénhowere gi t
considered sending him home in disgrace, but opted to keep him in Europe after consulting the
Armyoés Chief of Staff and ensuring Patton wou
1995, p. 534-539).

Pattonds I i f e ghatsin Decembpr 194651 when hec passed away due to a
pulmonary embolism after a minor automobile accident. Although it is impossible to know with
certainty, it is fair to presume Pattonds pot

tabletop of leadershipd which was robustly supported by his integrity, competency, and visidn

was able to function devoid of emotional intelligence due to the reality that the ends typically
justify the means on the batt]l evé impéerabnal stylmof ot h
leadership meshed well with the demands of military leadership during wartime. Off the
battlefield, though, leaders had to have been capable of finding other ways to influence and
direct people to accomplish the job besides just bking orders at them. This truth is evident
when one analyzes the correlation between Dw
emotional intelligenced which worked in concert with his personal integrity, competency, and
vision & and his success asa leader in both the military and American politics (Davis, 1995, p.

528).

Table Leg IVVision

The final table leg of leadership that underpins all successful leadership tabletops is also
arguably the most difficult to grasp its full importance. V@i, which conveys an image of what
can be achieved, how it can be attained, and why it is worthwhile in the first place (Yukl, 2006, p.
314) is what leadership is all about according to Jim Collins in his beslling book Good to
Great(Collins, 2001, p.74). People want leaders to have a sense
of direction and possess the ability to set or select a destination
toward which their organization should head (Kouzes & Posner,
oWher e t 2003, p. 28-29). In other words, leaders must be proactive, rather
than reactive, intheir vision for their organization so they can be

IS NO vision more effective and efficient in shaping goals and/or outcomes
! (Levinson, 1989, p. 67). Some leadership textbooks have even
there is no portrayed vision as the pinnacle of strategic leadership the

culmination of supprting elements such as mission and strategy

hope. 6 (Daft, 2008, p. 389).

What is amazing is how both subordinates and great leaders alike
d George Washington Carver appreciate the role vision plays in upholding successful
leadership tabletops. More than 70% of participants in a
leadership survey selected the ability to look ahead as one of
their most soughtafter traits they desire leaders to exhibit
(Kouzes & Posner, 2002, p. 28). Successful leaders capitalize on the reality that such vision is in
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short supply and act accordingly. Inhe words of WaMa r t founder Sam Wal t

scarce; vision is,06 while George Washington C
is no hope. O Collins and his research al so
companiesthey analyzed that made the transition from good to great had a vision for greatness

that was instilled by | eaders who recognized

71). In a similar fashion, one can analyze past American presidents and clude that the
determinant in whether individuals are remembered as goattanagers or greatleadersis the
degree to which they exemplified the fourth table leg of leadership: vision.

Regardless of political affiliations or preferences, most Americans caagree a venerable
personal skill set is a prerequisite to be elected President of the United States. But why is it that
some of these great individuals elected o owur nati on & sl ohwhgnn gyt o f
personal integrity, competency, and emoti@ intelligence during their time in the Oval Office,
barring several notorious exceptiond bec ome known as o0great Presi

merely | abel ed oOpast Presidents?d According
presidents possessor are possessed by, a vision of an
commander of the ship that is our nation, opr

must convince Congress and the el ectl@ ptxe t ha
xvii). In a 2010 survey of 238 presidential scholars, the Presidents who comprised the top five
rankings did just that; they had a vision that would make the United States great and set a
course to achieve this during years in the White House.

These five Presidentsd Franklin D. Roosevelt, Theodore Roosevelt, Abraham Lincoln, George
Washington, and Thomas Jeffersoé all served as President at least 60 years ago, but their
legacy lives on today because their visions had ageless implications tioe country. For F.D.R., it
was his New Deal legislation that employed Keynesian economics to lift the U.S. out of the Great
Depression as well as augmented the role of government in national affairs that solidified his
pl ace as one of Présdents (Haweéns2008,rpe6&0).eTeddy Roosevelt also
had a vision to make the U.S. great for the populous during his time and for generations to come.
Although a conservative President, he injected more government into the American landscape by
establishing the National Parks and Monuments that are an invaluable asset today (Ayers,
Gould, Oshinsky, & Soderlund, 2009, p. 598).

Needless to say, George Washington and Abraham Lincoln also epitomized vision. Washington is

i mmortalized totdaewdemnsoh vhei bnghgst degreeo
founding of the United States (Rees & Spignesi, 2007, p. 3). As the sixteenth President, Lincoln
carried this oidealized vision of Americeyg as

through a series of audacious, fareaching actions (Rees & Spignesi, 2007, p. 4). Such valiant
actions as the Emancipation Proclamation in 1862 and the Gettysburg Address the following
year , both of which were dir eastcatatyststfa thengvsetal o f |
equality movements that were to follow. Finally, Thomas Jefferson left his imprint on the U.S.
through his vision of America as an economic and political powerhouse in world affairs. This
vision resulted in him overseeing thecquisition of the Louisiana Territory, effectively doubling

the geographic size of the young nation and ensuring economic prosperity for centuries to come,

in addition to commissioning Lewis and Clark to explore the uncharted West (Stewart, 1997, p.

49).
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When one contrasts these five Presidents with the Presidents ranked in the bottom five from this
survey of 238 presidenti al scholars, 1t is re
from oOpast Pr edoilatletmteafdand the covrésgondmg outcomes produced as

a result of this vision. Most Americans probably would not even recognize such names as
Franklin Pierce, Millard Fillmore, or Warren Harding, largely because these men occupied the
Oval Office but failed to executa vision or set a course for the nation. This leadership concept
spans the spectrum of society: leaders must possess and communicate a vision for their
respective organization. Failure to do so will result in them being remembered as individuals who
merely occupied a position of authority in the past, rather than esteemed as leaders in history. It
would consequently be prudent for all individuals to ensure they possess vision if they hope to
succeed as leaders, as this is one of the four table legsthatgua nt ees an 1 ndi vi d
of leadership is steadfast.

Conclusion

The bottom line is clear: individuals must possess all four of the table legs of leadersidip
integrity, competency, emotional intelligence, and visianif they are to succeed asdaders. One

or two table legs are always insufficient to uphold a tabletop, and the same holds true for the
tabletop concept of leadership. History suggests individuals can get by for extended periods of
time with only three legs upholding their individuaiabletops of leadership, as Kenneth Lay,
Ambrose Burnside, George Patton, and the legacy of American Presidents have proven. But
similar to a table that has only three legs, if unfavorable conditions confront this table, then the
leadership tabletop willcome crashing down. This is a concept that transcends all realms of
society and that all students of leadership can learn frod and apply in their own live® every

day.
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Ethics is everywhere in our daily lives. It
lies behind many of our choices,
whether personal or political or bridging
the division between the two.
Sometimes it comes easily and naturally
to us; in other circumstances, it can be
very demanding. But ethics intrudes into
our conscious lives only occasionally,
and often in a confused way. If we are to
make properly considered ultimate
choices, we must first become more
aware of the ethical ramifications of the
way we live. Only then is it possible to
make ethics a more conscious and
coherent part of everyday life.

Joseph P. Hester

i Peter Singer, Writings on the Ethical
Life

The Leader as Moral
Agent. Praise,
Blame, and the
Artificial Person
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Introduction

Ethics is normally thought of as a system of simple rules that guide how we live our lives. For the
ordinary person, this comes to living byhe principles ensconced in religion or accepted as
customarily the orighto way to |ive. Emphasi z
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