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CHAPTER ONE 

Surviving and Thriving in the 
Brave New Stakeholder World

THE BIG IDEA
To be successful in today’s world, an organization needs 
to think beyond maximizing shareholder value. Organiza-
tions need to manage from the perspective of stakeholder 

value and bring back purpose as an effective manage-
ment tool.

I n 1995, Larry Page and Sergey Brin met by chance at Stanford 
University. Their collaboration over the next three years would 
result in one of the most well-known and utilized services on 

the Internet. By 1998, the pair launched the search engine Google 
and incorporated the company with a clear purpose in mind. Goo-
gle’s mission was, and still is, to organize the world’s information 
and make it universally accessible and useful. 

As you are undoubtedly aware, Google radically transformed the 
way most people access information on the Internet. Throughout 
the years, the company added products like Gmail, Google Maps, 
and the Android operating system that would become fundamen-
tal to the lives of users across the world. Each month, Google is 
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used for search by over a billion unique users. During the summer 
of 2013, a five-minute blackout of Google caused global web traffic 
to dip by 40 percent. You will probably use at least one of their 
products today. 

What makes Google unique is not just its great success as a global 
enterprise but its commitment to making a huge contribution to 
society that is meaningful and important to most of the people 
who are impacted by them. In addition, Google recognizes that it 
is also impacted by the very same people and must address their 
needs as well. 

Google realized from the start that if it were to achieve its mis-
sion, it would need to think beyond merely maximizing profits 
and instead balance the needs of all of its stakeholders including 
employees, customers, suppliers, governments, media, activist 
groups, competition, and the community at large. To honor that, it 
established one of its core values as “Don’t be evil.”

 In the prospectus for their IPO in 2004, Google stated: “Don’t be 
evil. We believe strongly that in the long term, we will be better 
served—as shareholders and in all other ways—by a company that 
does good things for the world even if we forgo some short-term 
gains.” What an incredible thing to put in writing. This ideal has 
not always been easy to live up to over the years. Google has come 
under criticism for censorship in China and violations of privacy 
that some feel conflict with their “Don’t be evil” ethos. But on the 
whole, Google is an excellent example of how a company can con-
sider  its many stakeholders in pursuit of its mission. 

This book offers two fundamental concepts for leaders to consider 
when building a lasting organization. These concepts are not earth 
shattering or, for that matter, even all that new. But when they are 
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embraced and practiced authentically, they can be transformative 
for organizational success. This book examines different applica-
tions of those concepts in developing successful business strategies 
to help you not only survive, but thrive.

What are these two concepts? First, one must look at an organi-
zation strategically as if operating inside of its own stakeholder 
world. This will be discussed in more depth, but essentially, the 
stakeholder world means or is represented by the many individ-
uals and groups of individuals who impact, or are impacted by, 
the organization. The second concept is that, to ensure an organi-
zation’s long-term success, pursuing purposeful behavior will be 
the best practice for managing stakeholder value inside its stake-
holder world. By purposeful behavior, we mean taking actions that 
are consistent or aligned with a purpose that is meaningful and 
important to all the organization’s stakeholders.

These two concepts were developed from three different insights: 
First, organic development in nature can be a useful model for 
understanding behavior in organizations. Second, the historical 
development of equity-capital markets and capital providers, and 
their influence over public companies, has shaped our view of 
responsible corporate behavior. And third, current world trends 
are shifting influence among various stakeholders, which in turn 
impacts organizational behavior. Let’s look at these in a little 
more detail.

Insights from Nature and Early Human Ancestors
We assume that all life-forms are dependent upon their environ-
ments (both internal and external) for survival and success. Life-
forms that can adapt to or manage their environment are more 
likely to survive and thrive. By adapting or managing their envi-
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ronment we mean that they can direct and leverage resources to 
their advantage and as a result of chance (such as mutation and 
natural selection) or conscious choice, will be the successful ones 
in nature.

Yet, unlike most, if not all, other life-forms, human organizations are 
always the result of a conscious decision versus chance. That said, 
organizations still must adapt and respond to an “environment,” 
which can be represented by all of the stakeholders that influence 
or are influenced by the organization. We call this environment its 
stakeholder world. Every organization has its own unique stake-
holder world, which by its very nature includes the sole beneficiaries 
of the actions the organization takes and the value (positive or neg-
ative) it creates. If we accept that statement, then an organization’s 
long-term survival and success depend upon its ability to optimize 
that value to all its stakeholders, which we call managing stakeholder 
value. A few of these stakeholder groups are:

Customers—those who pay the organization for delivery of its 
products or services. Note that a customer may be a channel of 
distribution, a consumer, or a donor.

Channels of Distribution—those who directly receive the organi-
zation’s products or services, typically for eventually passing on to 
customers or consumers.

Consumers—the end users of the organization’s products and/or 
services.

Donors—those who contribute resources to the organization, 
most typically in the case of a non-profit organization.

Owners/Equity Holders—those who own an interest in the orga-
nization, or, in the case of a board, represent the interests of the 
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owners (in the case of a non-profit, the “owners” might be the 
community).

Debt or Equity Capital Providers—those who have provided 
money to the organization.

Employees—those who receive payments for working for the 
organization.

Executives—a subset of employees who lead the organization.

Suppliers—those who provide products and/or services to the 
organization.

Competitors—other organizations who provide similar products 
or services.

Community—consisting of the “local communities,” those who 
live and work in the geographic area surrounding the organization’s 
facilities, and the “greater community,” those who live beyond the 
local geographic area but who are impacted by activities pursued or 
engaged in by that organization.

Historical Role of Equity Capital 
The historical development of equity-capital markets has played an 
important role in shaping all organizational behavior. In the early 
years, prior to 1950, it was a widely dispersed market. Publicly 
traded firms were listed on various stock exchanges or sold “over 
the counter,” predominantly through brokerage firms, which served 
as the primary intermediary. There was a relatively small mutu-
al-fund industry and limited number of large buyers of securities. 
For the most part, individual investors expressed little interest in, 
and exerted little influence over, corporate management behavior. 
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The significance of this to organizational behavior was that organi-
zations had the freedom to think long term if they chose to. Since 
the cost of capital was relatively low, longer-term investments with 
longer paybacks were more feasible. Furthermore, leaders could 
stay committed to the organization’s original purpose without 
worrying so much about investor interference.

After 1950, markets began to change and market influence became 
more concentrated. The fund industry grew rapidly due to the bull 
markets in the 1980s and 1990s. Many new fund products were 
introduced and retirement accounts grew significantly. In 1970, 
there were 360 funds with $48 billion in assets. By 2011, there 
were 14,000 funds managing $13 trillion in assets. With greater 
aggregation of capital among large pension funds, mutual and 
exchange-traded funds, and investment banking firms, more 
influence shifted to fund managers. Fund managers’ time hori-
zons were far shorter than the company leaders’; their survival and 
compensation depended upon short-term performance for their 
investors. They expected, and often demanded, consistent returns 
from the companies they invested in. State and federal laws related 
to corporate governance were passed that tended to favor share-
holders over other stakeholders.

As corporate America grew and matured, there was a gradual shift 
to more professionally managed organizations, with leaders having 
a smaller financial investment in the organization. These managers’ 
compensation, stock options, and tenure depended upon maintain-
ing high returns to their shareholders. Their time horizon was more 
in line with their tenure. 

How has all this impacted organizational behavior? Organizations 
and their leadership felt much more beholden to the needs of 
shareholders. In many cases, “company purpose” was redefined to 
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mean “maximize shareholder return or value.” This way of think-
ing may have been useful in the past, but will it hold up in the 
future? Let’s look at some current trends.

Current World Trends
There are many world trends that we’ve seen emerging since the 
late twentieth century, which are giving other stakeholders more 
influence over the behavior of organizations. Here are a number of 
trends that are important for our discussion.

An expanding global economy: What used to be dumping 
grounds are now fertile markets. The whole world is our cus-
tomer now. New emerging markets are being found and compa-
nies sell everywhere.

An explosion of knowledge: All stakeholders have access to 
more and faster information. They are more knowledgeable 
and cannot be fooled as easily. They can demand action on 
their concerns.

Instant communication: Stakeholders can more easily and more 
frequently communicate with each other (within the group and 
between groups). Based on their increased knowledge they are 
able to make their needs known, more relevant, and more difficult 
to ignore. 

Capital availability: Although the recent recession may be a hic-
cup, there is much more capital available than ever before. More 
capital means chasing fewer deals, which lessens the relative power 
and influence of capital.

A growing demand for knowledge workers: There is a growing 
demand for knowledge workers, and with demand comes power.
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Social awareness: Consumers expect their brands to share the 
same concerns they have for the environment and their quality 
of life.

Wanting to make a difference: In a more affluent world, more 
people are interested in making a difference in their communities 
and in the world and they judge their institutions accordingly.

Greater interconnectivity and interdependence among organi-
zations: Organizations today have far more stakeholders and those 
stakeholders are more dependent upon each other for survival. 

It is clear that leaders can no longer focus solely on maximizing share-
holder value. Given these current trends that have created a far more 
robust and influential stakeholder world, many other stakeholder 
groups can mobilize quickly and affect an organization’s health as 
did certain communities that didn’t want a Walmart store in their 
neighborhood or where franchisees of McDonald’s organized to 
push back on menu complexity.  Therefore, leaders must now focus 
on managing or optimizing stakeholder value, a relatively new con-
cept. Often though, corporate actions taken in an effort to manage 
stakeholder value provide benefit to one group of stakeholders at the 
expense of others. You might call this approach a win-lose strategy 
since you are winning one group of stakeholders at the expense of 
another group. Many actions taken by organizations under the guise 
of corporate responsibility in response to one stakeholder group’s 
influence may be perceived by other stakeholder groups as not in 
the organizations’ long-term interest. 

Win-lose strategies tend to be short sighted and are not sustain-
able in the long run, since they waste resources. Leaders must 
develop strategies that can balance the needs of competing groups 
and create win-win results. One way to achieve this is to lead from 



 Surviving and Thriving in the Brave New Stakeholder World 17

purpose, reclaiming its central role in the strategic decision-mak-
ing process.

Bringing Purpose Back into the Strategic Decision-
Making Process
Leaders today should reflect on the role of purpose in their organi-
zation’s early development. Their organization was formed for a par-
ticular purpose or goal; that purpose was meaningful and important 
to many if not all of its initial stakeholders and served as a common 
bond or rallying point for action. It was the initial source of agree-
ment among stakeholders and guiding compass in planning future 
courses of action.

Again, this isn’t a new concept. Many business books speak to the 
benefits of having a mission or purpose. You have likely even read 
one, like Good to Great or It’s Not What You Sell, It’s What You 
Stand For. Traditional business-planning methodologies include 
mission or vision statements as key elements in formulating a busi-
ness strategy. What I’ve found, however, is that as organizations 
evolve and mature, that initial purpose oftentimes becomes a dis-
tant memory or is forgotten entirely in the planning process, and 
no longer serves as the fundamental context for strategic decision 
making and action. Business decision making tends to rely more 
heavily on return on investment (ROI) or other more quantitative 
factors. As our evaluation processes and tools have become more 
sophisticated and analytical, we seem to further remove from the 
decision-making process those concerns that are more abstract in 
nature such as purpose alignment. 

As organizations grow and evolve, some may find their original 
purpose less relevant to their current role in the world or to the 
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current stakeholder world, providing further justification for aban-
doning purpose as a useful management tool. Instead of abandon-
ing purpose, leaders should consider rediscovering purpose for 
their organization, one that is meaningful and important to their 
new stakeholder world, and then leading from that. This is called 
purposeful behavior.

The Benefits of Purposeful Behavior
Purposeful behavior by its very nature will always create a win-
win opportunity for those stakeholders that find that purpose 
meaningful and important to them. The challenge then is to have 
a purpose that is meaningful and important to your stakeholder 
world. But once you have that, it becomes easier to optimize 
stakeholder value.

How do you bring purposeful behavior to an organization? In the 
following chapters we will address the topics below that will allow 
you to incorporate purposeful behavior into your company and 
thrive in this new stakeholder world.

How to Find Your Stakeholder World
• What is your stakeholder landscape and who are your key stake-

holders?

• What is the role of key stakeholders? 

How to Discover Your Organization’s Broader Purpose
• How do I find purpose?

• How do I make it broad enough?
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How Strategic Decision Making Is Affected by 
Purpose—the Importance of Context
• How do I use purpose in planning?

• How do I stay aligned? 

How to Build a Culture That Supports Purposeful 
Behavior and Keeps It Alive and Well in the 
Organization
• What are the key corporate values for supporting purposeful 

behavior?

• How do you measure success in pursuit of your purpose?

How to Address Some of the Legal Issues Concerning 
Purposeful Behavior
• What other legal entities are available?

• How do I remain socially responsible?

How to Address Some Unique Ownership Issues for 
Privately Held Companies
• Is there a better way of looking at transitional planning and exit 

strategies?

• Are sales and profits still important for purposeful compa-
nies?

Is Purposeful Behavior Enough?
We argue that purposeful behavior is the most effective approach to 
managing stakeholder value.  However, purposeful behavior will not 
always be enough.  It is still possible to pursue a worthy cause and 
negatively impact a stakeholder group.  Organizations will need to 
be diligent in identifying those instances and address them appro-
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priately within a win-win scenario and within the context of their 
purpose. Google’s core value of “Do not harm” serves as recognition 
of the importance of maintaining a supportive stakeholder world.

In the next few chapters, we will examine in more detail some of 
the assumptions made in this first chapter:

• The organization as a higher life-form

• Purpose, the stakeholder world, and managing stakeholder value

• How our stakeholder world has been changing

• Purpose as the new optimizer

SUMMARY:

1. Based on many underlying trends, organizations are facing a 
new and very different stakeholder world.

2. Effective leaders must recognize that focusing on managing 
stakeholder value must be the new norm.

3. Organizations cannot manage stakeholder value by benefiting 
one stakeholder group at the expense of others.

4. Staying aligned with a purpose that is meaningful and import-
ant to your stakeholders is an effective way of managing stake-
holder value.

5. Purposeful behavior is not enough. Organizations still need to 
be sensitive to and address the harm they may cause in pursuit 
of their purpose.




