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Ensuring principle-driven, legally sound, and ethically acceptable behavior in the global context is not an easy task for leaders. They face the requirement of meeting the needs and expectations of a diverse set of stakeholders. They are increasingly called on to protect, preserve, and restore the resources of the environment. They are expected to improve human well-being and social equity and recognize and effectively address economic and social issues concerning equality, social justice, and human-rights protection, and have to navigate their organizations through periods of radical change, turbulence and crisis.

How should leaders in global organizations go about meeting the multiple demands of a complex global stakeholder environment? This book explores the dilemmas, paradoxes, and opportunities that leaders in global organizations of all types encounter daily and addresses how managers can and should think about and approach these complex issues in responsible and productive ways.

This book will be of interest to students and scholars across business, management, and the social sciences more broadly.
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This book is dedicated to one of its contributors, Karsten Jonsen, who passed away on November 16, 2018. It is impossible to write an adequate dedication in memory of Karsten, because his talents were vast, varied, and deep. He was a scholar, poet, novelist, athlete, gastronome, and, above all, a philosopher. His greatest skill was friendship. An astute and sympathetic observer of the human condition, he was one of the rare ones who accepted people as they were and found meaningful connection with them. He leaves a legacy not just of outstanding scholarship but more importantly of how a human being should be in their relations with their fellow beings. Karsten, thank you for your life’s work. You will never be forgotten by those who knew you, and the positive ripple effects of your life will flow through them into the lives of multitudes.
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Introduction

Why Do We Study Responsible Global Leadership?

Mark E. Mendenhall, Milda Žilinskaitė, Günter K. Stahl, and Rachel Clapp-Smith

We decided to forgo writing a traditional introduction that briefly delineates the rationale for the book and then summarizes the themes of each chapter. We do so because in our experience, we find that most people pay little attention to such tomes and instead go straight to the chapters that they already know they are interested in reading. Instead, we will each share why we chose to invest our time and energy into shepherding this book through its journey to its final publication and why it was important for us—and for the field—to do so.

Mark E. Mendenhall

I am a ‘third culture kid (TCK).’ TCK is a somewhat-strange-sounding construct in the field of cross-cultural psychology that refers to “persons who accompany their parents to live all or part of their childhood outside the country for which they hold a passport” (Gilbert, 2008). I spent my developmental years in New Zealand, living in a small multicultural community whose residents were made up of primarily Maori, Pakeha (New Zealanders primarily of European descent), American expatriates, and a few families from Australia and various South Pacific island nations. Although the community had its intercultural misunderstandings, for the most part, people adjusted to each other and chose to focus on the positive aspects of the other cultures to which they were exposed instead of isolating differences and forming stereotypes on the basis of them. I observed that for most of the American expatriates—both adults and children—the culture of the Maori had a profound impact on them, one that they cherished throughout their lives and made them fuller, more expansive human beings. When I was a teenager, we repatriated to the US, where my father found work about a one-hour drive away from San Francisco, California, in 1969.

I was stunned at the racial and social problems that existed in the country of my passport in 1969 compared to the country in which I was raised (for an excellent historical overview of this time period in the US, see Burns & Novick, 2017). While there have always been difficulties between the primary ethnic groups in New Zealand in the 1960s, what I found in the US in 1969 was off the scale compared to my experience. I also learned pretty quickly that my perceptions of the world around me, of people who differed from the norm, and of societal values varied quite a bit from my peers. I was different, and it took me quite a while to find my legs in my ‘home’ culture.

After living and working for two years in Japan after high school, I began my career as a doctoral student in 1980, researching expatriate adjustment. I desired to understand the dynamics of the process I had lived through in New Zealand and in Japan in greater depth so that I could help people better prepare themselves to adjust to new cultures when living and working abroad. Thus, throughout the 1980s and 1990s, my research focused on theorizing about, and empirically studying, expatriate adjustment.

As globalization skyrocketed in the mid 1990s (Evans, Pucik, & Barsoux, 2002), it no longer seemed necessary for managers to physically relocate abroad to find themselves interacting with people who culturally differed from them. With the increase of global virtual teams, short-term international business travel, and so on, many managers and executives found themselves simultaneously crossing multiple cultural boundaries on a consistent basis. So I shifted my research focus from studying purely expatriates to individuals who found themselves having to lead people from multiple cultures in multiple locations in real time. This led to helping develop a new subdiscipline in the field of international management: global leadership (see Günter Stahl’s introduction later on).

One of the thorniest passages to negotiate in intercultural living, in my opinion, is ethics. The balance between adjusting to local norms in business and social life (‘doing as the Romans do’) and rejecting some or many local norms because of one’s personal belief framework is not easy to manage. When living abroad, it is a country-to-country tension in ethics that one must negotiate; however, in our era of globalization (cf. Lane, Maznevski, & Mendenhall, 2004), for many managers and executives, it is their personal belief framework versus multiple cultural normative frameworks of multiple stakeholders regarding what constitutes ‘right and wrong.’

Thus, the challenge of how to lead responsibly in a global context has become exponentially more difficult, and unfortunately, scholarly research has not kept up with the need to better understand how to conceptualize this challenge and practically respond to it. While this challenge often negatively influences performance outcomes, I am more concerned with how it affects the lives of individual global managers and their loved ones. It is the human cost that motivates me to strive to learn more about the dynamics of effective global responsible leadership. My desire is to disseminate useful principles to global managers that they can in turn apply in their complex workplace—not just so they can outperform their peers but so that they can look at themselves in the mirror every day with a stronger sense of integrity and a confidence that they have tools they can use to act responsibly and thus leave a positive legacy not only to their business associates but to their posterity as well.

Milda Žilinskaitė

All three words that comprise the concept at the core of this volume—responsible, global, and leadership—have evolved in their meaning to me over time. Growing up in the 1980s in Lithuania, which was occupied by the Soviet Union, the adjective responsible had a certain oxymoron quality to it. The closest people around me, whom I saw as upright, valiant (some of them had risked their lives in the country’s independence struggles), hard-working, and overall highly responsible—my parents, grandparents, and my aunt—regularly brought home things from their workplaces, hidden under their clothing, to exchange them for other things with friends and neighbors. I also witnessed them giving unaddressed sealed envelopes to medical doctors or apparatchiks in charge of years-long lines for buying a car, a refrigerator, or a landline. In other words, responsibility, especially from the ethics perspective, was entirely context dependent.

Global was another strange concept. We all knew, and we dreamed of, the places on the other side of the Wall. There were stories of acquaintances that managed to leave and not come back. Of course, the Soviet Union itself was enormous and ethnically diverse. Yet, to me, the world was confined to a highly homogenous white nation of under 3 million.

Finally, the last of the three words, leadership, simply does not translate well into Lithuanian. There are equivalents of terms to command, to rule, or to guide, but to lead? Only recently, mostly through social media, has the direct loanword lyderiavimas gained some traction. Growing up, however, leadership was not something we were encouraged to strive toward in school; nor did the swim team, which was a big part of my adolescence, have a team captain or a team leader (competing—yes; bullying—yes (universal); leading—no). In the broader society, of course, there were authoritative figures, there were role models, and there were historical heroes (google, for example, the term knygnešiai) whom everybody talked about. In other words, there were manifestations of leadership as a phenomenon but no tangible conceptualization of leadership as a cultural construct.

At the age of 17, I was fortunate to obtain an athletic scholarship at a university in the USA. My aunt helped my parents to raise money for a one-way ticket to Dayton, Ohio, and a bag of second-hand clothes. None of them spoke English or knew what that magic thing called email, of which had I sent over one hundred to the universities that I had found on the Division I list, was. We read up on Ohio in some old Russian encyclopedia that said it was a state known for its vineyards and great basketball players. I later found it to be not entirely incorrect.

Fast-forward almost 20 years. I have lived, studied, and/or worked in the Midwest, South, and West of the United States and in South America, Southeast Asia, and Western Europe. My academic interests have shifted from literature, to business communication, to management perspectives on grand societal challenges (George, Howard-Grenville, Joshi, & Tihanyi, 2016) and corporate sustainability (Bansal & Song, 2017). On this path of endless learning, each of the three words that form the concept of responsible global leadership (RGL) have started acquiring a more concrete meaning. For example, I have come to understand the global dimension of leadership through the three core processes defined by Mendenhall, Reiche, Bird, and Osland (2012): ‘complexity,’ ‘flow,’ and ‘presence.’

The complexity, to me, includes the blurry line between responsible and irresponsible leadership behavior, especially, as Mark wrote earlier, from the ethics perspective when working in intercultural settings. This topic often comes up in class discussions at the International Anti-Corruption Academy, where I regularly guest lecture to (more realistically put, co-learn with) mid-career and senior compliance professionals from pretty much every corner of the planet. From them, I often hear all-too-familiar discourses about how the concept of responsibility is ambiguous and in flux in their home countries. We then work together to dissipate this fogginess through real-world examples in which leadership has made the difference. Few things are more empowering than hearing someone from Afghanistan, Malawi, Nepal, Pakistan, Romania, Uzbekistan, or Venezuela share their concrete experiences about the impact that a responsible leader can have on a team, organization, and even broader society. At the end of the class, we usually come to agree that the road to RGL is fraught with challenges (and, in some contexts, physical dangers); nevertheless, it is a road worth taking.

This book is important to me because of all the things described here. I believe that research on RGL is where “daring to care” (Adler & Hansen, 2012) becomes salient. As highlighted in several chapters in this volume, it is also a field with great potential to bring management science to practice. It is thus my hope that the knowledge accumulated by RGL researchers will translate into useful tools not only for executives from Western-rooted companies, whose responsibilities now span across multiple borders into the ‘different worlds’ like the one I grew up in, but also for executives of non-Western origins, who, like my students, bring invaluable leadership perspectives to the table.

Günter K. Stahl

My path to becoming a global leadership and cross-cultural management scholar was not straightforward. Unlike Mark, neither am I a ‘third culture kid,’ nor did I grow up in a particularly diverse or multicultural environment. Quite the opposite: I spent the first ten years of my life in the least diverse environment one can possibly imagine—a village of about 1,500 souls located at the foot of the Bavarian alps, where the highlight of the year for a family like mine was a trip to the Munich Octoberfest.

My fascination for all things international and cross-cultural began, absurd as it may sound, when I was diagnosed with ADD (attention-deficit disorder) at age nine. The treatment regimen for children diagnosed with this disorder in the mid 1970s was simple: I was given two stimulant drug pills per day, and my parents were told that everything that could excite a nine-year old (watching TV, hanging out with friends, etc.) was strictly forbidden. This is how I became an avid reader. Since I was not allowed to leave the house after school, I would spend hours reading books. One that fascinated me was a small book by German novelist Alfred Andersch, titled Sansibar oder der letzte Grund (the English version’s title is Flight to Afar; Andersch, 1972). I understood only half of it, but I could identify with the protagonist, a nameless young boy who daydreams of going away to sea. He has fantasies about Huckleberry Finn, stealing a canoe and sailing down the Mississippi, and about going to exotic places such as Zanzibar. So for one long year during which I was mostly confined to home, Zanzibar became my utopian place—a promise of a better future, a projection zone for fantasies, a faraway place to which I would escape one day.

It took about a year for my parents to realize that there must be better treatment options than keeping their son on drugs and incarcerating him in his room, and they made the life-changing (for me!) decision to consult another child psychiatrist. He took me off the pills and prescribed a medicine that was far more effective than drugs: outdoor sports to channel my energy. I took tennis lessons, improved quickly, and became part of a team of aspiring young tennis players who competed in tennis tournaments all over Europe. Traveling from one tournament to the next became my life. It was not quite Zanzibar, but I got to know fascinating places like Piacenza, Rijeka, and Estoril. Two knee injuries put an end to my tennis career at age 17, but like Milda, sports had become a way to escape the narrowness of the provincial world in which I grew up, and it planted a life-long travel bug in me. After graduating from high school, I worked for several months as GO (gentil organisateur) for a French holiday provider in various resorts in North Africa and then left to study in Japan. I had been lucky enough to obtain a scholarship that included tuition, a small living allowance, and a home stay with a Japanese guest family who was to become a second family to me. After this experience, I returned to my home country, Germany, to complete my studies, but my perspective had completely changed as a result of living abroad. I went on to spend most of my career as an academic outside my native country, in various places in Asia, North America, and Europe. As Rachel put it succinctly (see later): “once you have viewed the world from a global lens, it is impossible to return to the parochial lens of a single culture.”

My scholarly work is very much a reflection of my personal journey. My early research—inspired by the work of Mark, whom I had the fortune to meet shortly after completing my doctoral dissertation and who became a good friend and mentor—focused on expatriate adjustment and global leadership. We wrote what must have been one of the first books on global leadership, titled Developing global business leaders: Policies, processes, and innovations (Mendenhall, Kühlmann, & Stahl, 2001)—the first in a series of books that Mark and I coauthored/coedited (e.g., Mendenhall, Oddou, & Stahl, 2007; Mendenhall et al., 2013; Stahl & Mendenhall, 2005) and that addressed a range of issues in global leadership, cross-cultural management, and international human resource management.

My research interests later shifted, partly in response to my experiences living and working abroad. As an INSEAD professor, I was one of the faculty ‘pioneers’ who helped build the Asia campus in Singapore, where I lived from 2001 to 2006. All of a sudden, I was one of those ‘expatriates’ who had been the objects of my research ever since I started my career as an academic. And what I saw disillusioned me. While many of my fellow expats seemed like nice-enough fellows, all too often, I encountered people whose lifestyle (e.g., luxury ‘paid-for’ accommodations, live-in maids, etc.) and colonialist attitude I found rather off-putting. Was this really the group of people whose ‘adjustment challenges and coping strategies’ (the title of my doctoral dissertation) I wanted to continue to study? I decided to bid farewell to the important but over-researched field of expatriation research and devote my time and energy to something I believed was more meaningful work. I turned my attention to less-privileged groups, like migrants and refugees, and studied the challenges they face (e.g., dealing with all kinds of discrimination, both on and off the job) and the factors facilitating their acculturation and integration in their host societies (e.g., Hajro, Stahl, Clegg, & Lazarova, 2019; Stahl, Kühlmann, & Hajro, 2016). I also became interested in bicultural or multicultural individuals and their specific strengths and identity-related challenges (e.g., Fitzsimmons, Miska, & Stahl, 2011; Stahl & Brannen, 2013), especially after we adopted our daughter Hannah-Borey, who was five years old, from an orphanage in Cambodia and witnessed how she developed into a young adult who effortlessly switches between different languages, cultural codes, and modes of behavior, having lived in Cambodia, Singapore, the US, France, and Austria.

Finally, and closely related to the focus of this book, I spent the better part of my available time for research over the past decade on a project in which my collaborators and I examine the individual, organizational, and societal drivers of corporate responsibility and irresponsibility. Our point of departure is the recognition that we face challenges of huge proportions today, and that addressing grand societal challenges, such as the ones reflected in the UN Sustainable Development Goals, and achieving the ambitious goals set out in the 2030 Development Agenda will be possible only through concerted efforts by national governments, civil society organizations, and private-sector companies. Because most, if not all, of the pressing challenges facing humanity, like fighting poverty, improving education, combating climate change, reducing inequality, and so on, have a distinctly international and cross-cultural component, the main focus of this research project is on global organizations. We are interested both in the ‘bright side’ of corporate practices and behaviors, such as how multinational enterprises (MNEs) can be a force for good by engaging in substantive corporate social responsibility (CSR) efforts (e.g., Stahl & Sully de Luque, 2014), driving environmental sustainability (e.g., Stahl, Brewster, Collings, & Hajro, 2020) and promoting citizenship and civic engagement (e.g., Pless, Maak, & Stahl, 2011), and in the ‘dark side’ of multinational company (MNC) activities, such as human-rights violations in global supply chains (e.g., Wettstein, Santangelo, Giuliani, & Stahl, 2018) and instances of corrupt corporate practices (e.g., Miska, Stahl, & Fuchs, 2016) or even psychopathic CEO behavior (e.g., Stahl & Zilinskaite, 2017). As demonstrated by the chapters of this book, responsible global leadership is critical to doing good and avoiding harm in these contexts.

Rachel Clapp-Smith

While my research provides evidence that I care deeply about how we understand global leadership (Clapp-Smith & Lester, 2014; Vogelgesang, Clapp-Smith, & Palmer, 2009; Vogelgesang, Clapp-Smith, & Osland, 2014; Clapp-Smith, Luthans, & Avolio, 2007), until being involved in editing this volume, I was not as aware of my own concerns regarding the responsibility element of leadership. Yet reading the many chapters in this volume and struggling with my own sense of what it means to be a responsible global leader has unearthed my own implicit beliefs about what makes a good global leader. At the core is a clear understanding to whom and for what a leader takes responsibility (Maak & Pless, 2006). The path to gaining such clarity for leaders is filled with tensions and paradoxes that are at times painful to reconcile.

My own life experiences have presented trigger events that have surfaced tensions that required me to explore and analyze the social fabric and my own role in it. I had a privileged childhood, growing up in a quaint, homogenous New England town. Unlike Mark, I remained in this protective bubble for my entire childhood, taking family vacations to other quaint New England towns. I acquired my first passport at age 17, when I was selected to be an exchange student with a high school in Nairobi, Kenya. As a junior in high school, I spent ten weeks living with two different families and was challenged to be a good ambassador and a good guest. One family was culturally and racially mixed, something I had never experienced in my all-white community. As a family, they had lived in different parts of the world, acquiring languages such as Thai, French, and German. They practiced religion differently from how my family did, had different conversations at the dinner table, ate different foods, and had different power dynamics. I was overwhelmed by processing all of these differences and fitting my parochial self into their cosmopolitan world.

But I saw a different side as well. They had a Kenyan ‘house girl,’ who cooked all the meals, cleaned the house, and did all the laundry. One day, I saw her living quarters, and my heart sank. It was one of many inequities I observed during my visit in Kenya; the poverty of the local Kenyans against the wealth and comfort of the white descendant of the colonists.

Despite these inequities and difficult-to-observe dynamics, I reflect on this time as being formative, because it afforded me an opportunity to try on a different self. I had been a leader at my high school in the US and had certain expectations that I had to fulfill. In Kenya, nobody knew anything about me; they had no preconceived notions of who I was or what I should be doing. In some respects, it was unsettling to have no social identity (Hogg, 2001; Stets & Burke, 2000), to have to rebuild a social self in a unfamiliar culture. But on the other hand, it was liberating.

Reconciling these differences, I became thirsty to see more: to understand how others live in their day-to-day lives and to understand the struggles and joys they experience. I quickly grasped the importance of speaking a second language, majored in German in college, and studied abroad in Germany to achieve fluency—yet another identity-rocking experience to live within a language other than the shared language of your family and homeland. One year abroad turned into five years living and working with regional responsibilities. During the 1990s, which Mark described as skyrocketing globalization (Evans et al., 2002), I led multicultural teams and made many mistakes in navigating my own cultural tendencies with the norms of the local business environment and the diverse cultural backgrounds of my team members. My own challenges leading and observing several global leaders during this time, both effective and ineffective, planted the seed for my future line of inquiry: I wanted to help leaders develop the tools to navigate leading beyond their home culture context.

September 11, 2001, felt like a day when the world stood still. I was working in Amsterdam that day and flying back to Munich the following. It became a pivotal moment in my life trajectory, because it demonstrated in extremis the tensions of the Lexus and the olive tree (Friedman, 2000). I felt an immediate desire to move closer to home, to protect my olive tree. Yet, that feeling conflicted with the ‘travel bug’ that had fueled my desire to be become a citizen of the world, to experience other cultures as they are lived, not just observe them from afar. But, alas, it also made me realize that I had lost some understanding of my home culture and that I needed to get centered in the cultural home of my ancestors. In that process, I discovered a new tension to global leadership: once you have viewed the world from a global lens, it is impossible to return to the parochial lens of a single culture. In short, re-entry was difficult and lonely, even among family.

This was when I realized that global leadership is on a different plane in the way responsibility is understood. It is hard to think beyond responsibility to family and local community until you see a different way of being, a different way of living. But once you see the experiences of other cultures and understand how interdependent we are with individuals on the other side of the globe, it is difficult to not frame actions in terms of global implications and one’s responsibility within that dynamic.

While I lived and worked abroad during the era of accelerated globalization, I studied leadership during the post-9/11 era and during the 2008 financial crisis. These forces shepherded in an anti-globalization movement: an outcry against the inequities of globalization and its unintended consequences. The tensions associated with global leadership during this era exposed how much more work needs to be done on the responsibility end of the global leadership equation. Given this personal history embedded in the context of world events, my motivation to be involved with this book was to advance how we understand these tensions.
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Part I
The Nature and Context of Responsible Global Leadership






1 Responsible Leadership in a VUCA World

Christof Miska, Vera Economou, and Günter K. Stahl


“Today’s times are volatile, uncertain, complex and ambiguity prevails everywhere. … We need a very refined leader, a very different leader that can actually power a company through these tough times. … We are looking for leaders who are extremely agile, who can go from geopolitical calms to geopolitical crisis. … Very often we are finding that we need leaders who can make something out of nothing.” (CNBC, 2013).

—Indra Nooyi


Introduction

We live in a world that is increasingly volatile, uncertain, complex, and ambiguous (VUCA). It is also a world that is fraught with conflicts, crises, rising threats, and ethical dilemmas. Today, we face unprecedented levels of disruption and economic, social, and environmental challenges of huge proportions. As growing corporate engagement in initiatives such as the UN Global Compact and the Globally Responsible Leadership Initiative (GRLI) demonstrate, many companies have committed to addressing the grand societal challenges of our time, like those posed by poverty and hunger, climate change, resource depletion, and rising income inequality and economic insecurity (George, Howard-Grenville, Joshi, & Tihanyi, 2016). Some organizations have gone further and adopted ‘profit-with-purpose’ business models (Levillain, Segrestin, & Hatchuel, 2019) with the explicit goal of aligning their activities with the ‘triple bottom line’ (Elkington, 1997) of social, environmental, and economic responsibility (i.e., people, planet, prosperity). What links these is the belief that business needs to consider a broader swathe of stakeholders in decision-making and to “contribute to the creation of economic and societal progress in a globally responsible and sustainable way” (GRLI, 2005, p. 3). Thus, responsible leadership has become a major concern throughout the globalized economy (e.g., Pearce & Stahl, 2015; Waldman & Galvin, 2008).

Despite this attention, responsible leadership remains poorly defined. There is some consensus, however, that responsible leaders engage in two sets or types of activities, which might be classified as ‘doing good’ and ‘avoiding harm’ (Crilly, Schneider, & Zollo, 2008; Stahl & Sully de Luque, 2014). Whereas the former includes actions aimed at contributing to society, such as safeguarding access to products, support for community development, and the design of employee-friendly workspaces, the latter refers to activities seeking to forestall harmful consequences for stakeholders in a broad sense, such as environmental pollution, product or safety hazards, and corruption. The goal of ‘creating positives’ is largely discretionary and ethical in nature, whereas activities aimed at ‘avoiding negatives’ are often mandated by laws and regulations (Carroll & Shabana, 2010; Miska, Hilbe, & Mayer, 2014). Both are influenced by notions of values-based and principles-driven leadership (Maak & Pless, 2006). It is not surprising, therefore, that business leaders have developed distinct approaches toward responsible leadership. For example, Paul Polman, CEO of Unilever, has clearly expressed that CEOs should not be slaves to shareholders and that in moving away from quarterly reporting toward more longer-term solutions, Unilever was progressing toward solving issues like food security or climate change (Byonton & Barchan, 2015).

The example of Unilever echoes recent research showing that business leaders’ discretionary choices are usually embedded in, and often restricted by, organizational structures and policies, strategies, corporate governance, and law and by broader societal and institutional contexts (e.g., Miska & Mendenhall, 2018; Stahl, Miska, Noval, & Patock, 2017). In fact, the quest for responsible leadership can be seen as society’s new expectations of businesses and their executives, driven largely by two developments: one, a significant number of corporate misconduct cases in recent years, including Volkswagen’s CO2 emissions scandal, the fall of Lehman Brothers, and numerous instances of corruption involving companies like Siemens, Odebrecht, and Samsung, and the other, more positively, a new collective consciousness about the need for sustainable development, as expressed through the United Nations’ Sustainable Development Goals (SDGs) (UN, 2018). The SDGs include 17 targets to be achieved through collaboration and partnership between governmental organizations and nongovernmental organizations (NGOs), businesses, and civil society; they include objectives like SDG #1 No Poverty, SDG #2 Zero Hunger, and SDG #13 Climate Action.

Although the scope for business leaders to engage in ‘doing good’ and ‘avoiding harm’ is constrained by corporate and institutional settings and subject to societal expectations with regard to proper business conduct and targets of sustainable development, another important aspect is the nature of the general setting and business environment in which leadership takes place. Nowadays, this setting is increasingly described as VUCA, and its dynamics pose particular challenges for actualizing responsible leadership; however, it may also open new opportunities.

In what follows, we describe the VUCA environment, including its drivers, and establish links to responsible leadership in terms of challenges, opportunities, and implementation. Subsequently, on the basis of a case study of PepsiCo, we showcase the dynamics of the VUCA environment and illustrate how Indra Nooyi during her tenure as CEO and chairperson between 2006 and 2018 engaged with the challenges and expectations of responsible leadership. We conclude with a discussion of the managerial qualities and organizational capabilities needed for responsible leadership in a VUCA environment.

VUCA—Volatility, Uncertainty, Complexity, and Ambiguity

Today’s business environment is increasingly being recognized as VUCA, with certain recent events offered as symbolic affirmation, for example the election of US President Trump, along with the subsequent global trade-tariff conflicts between the US, China, and the EU; the so-called refugee crisis in Europe and other parts of the world; Brexit affecting both the UK and the EU and beyond as well; economic disasters in Greece, Venezuela, and elsewhere; nuclear weapons concerns in North Korea; continued jihadist terrorist attacks; increased instances of climate change disasters worldwide, and the outbreak of the global COVID-19 pandemic. This kind of turbulence constitutes a highly volatile environment for companies to operate in and directly or indirectly affects the entire world economy (Dombey, 2016). Long-established successful business models are challenged by such rapid changes and by digital developments such as blockchain technology and new approaches to doing business, including the sharing economy (Voegtlin & Scherer, 2019). Services like Airbnb, Uber, Amazon, and Facebook, nonexistent in the past, have modified how business is conducted, sometimes putting traditional companies in survival mode or out of the game. Who would have imagined that Luxottica would partner with Google to create attractive glasses with cutting-edge technology or that Apple and MasterCard would collaborate to offer Apple Pay (Greenwald, 2014)? At the same time, as a reminder that innovation and social responsibility do not always go hand in hand, many of these pioneering companies (e.g., Amazon, Uber, Facebook, Apple, etc.) have been accused of human-rights violations or face other allegations of unethical conduct (Pfeffer, 2016; Stahl, Brewster, Collings, & Hajro, 2020).

VUCA is not a new term. The acronym was introduced by the Army War College to describe extreme, unclear, and complex conditions. VUCA implies greater vulnerability to unknown and unpredictable forces, which in a business context can lead to economic instability and social dislocation (Annan, 2000; McNulty, 2015). Table 1.1 provides an overview of the four VUCA components.

Volatility is caused by continuous change. What is true today may or may not be true tomorrow (Gruwez, 2017). It implies “dynamic instability brought about by drastic, violent, and rapid shifts” (Kail, 2010a), with the consequence that the amplitude and nature of changes are themselves likely to vary. For this reason, volatility may be characterized as unexpected or unstable, and of uncertain duration, although not necessarily hard to understand, per se (Bennett & Lemoine, 2014b). For instance, several years ago, estimating the development of ‘cryptomania’ (digital currencies) was rather difficult; over a relatively short period, several currencies evolved as promising, but to date, some have been affected by considerable crashes. Terrorist attacks, as another example, can be seen as a source of volatility with the potential to destabilize economies and global relationships, which for businesses can imply financial volatility affecting supply chains and international trade (Brownbill, 2016). Also, commodity pricing, such as in the case of the cost of jet fuel, has been highly volatile in the 21st century (Bennett & Lemoine, 2014a).

Table 1.1Overview of the four VUCA components. Based on Bennett and Lemoine (2014a, 2014b), Brownbill (2016), and Gruwez (2017)

	VUCA component
	Definition
	Examples




	Volatility
	Rapid, unexpected, drastic, and frequent shifts leading to continuous changes. Volatility implies instability and can be of uncertain duration, even if often it is not hard to understand, per se.
	•	Developments of digital currencies over the past few years.

•	Terrorist attacks affecting business’ financial stability and international trade.

•	Commodity pricing in the 21st century.

•	Negative interest rates changing some of the fundamental banking business models.



	Uncertainty
	Unpredictability of the extent to which change will be significant and actually impactful. Uncertainty can create biases if managers overly rely on past experience for decision-making.
	•	Rather unexpected aftermaths of the 2008 financial crisis leading to a global economic crisis.

•	Effectiveness of anti-terrorism attacks in terms of when and how they might combat terrorism.

•	Vinyl records, supposed to have died long ago, may have a sudden revival.



	Complexity
	Compound system of multiplex information and practices that collectively are difficult to understand and process, either because of their nature or volume or because of both.
	•	MNCs with simultaneous operations in countries and societies with diverse institutional, cultural, political and regulatory environments.

•	The nowadays-common programmatic advertising is a labyrinth of compound bidding systems aimed to get the right ad on the right screen of the right person.



	Ambiguity
	Haziness related to cause–effect relationships with contradictory explanations about what to expect. Ubiquitous availability of information makes it difficult to find clarity.
	•	Companies entering new, emerging, or immature markets unexplored in relation to their products and services.

•	Transition from print to digital media and how customers process digital products and services.




Uncertainty may be characterized as despite a lack of other information, an event’s basic cause and effects are known, suggesting that change is possible but is not a given (Bennett & Lemoine, 2014b) and is hard to predict. With uncertainty, predictability is lacking, and surprise is ever-possible (Gruwez, 2017). Over-reliance on experience may render uncertainty dangerous (Kail, 2010b), as in cases in which organizations or managers make inappropriate generalizations on the basis of their default problem-solving approaches, even when these are inappropriate and when a different course of action is needed. As an example, the events preceding the 2008 financial crisis were explainable, but was its ramification into a global economic crisis predictable? Similarly, anti-terrorism initiatives are usually beset by considerable uncertainty, because it is normally difficult to project when and how terrorism will occur (Bennett & Lemoine, 2014a) and whether or not businesses might be affected; and the impact of technological advances makes it more challenging for businesses to spot potential competitors, creating uncertainty about how new products and services will be perceived by markets and customers (Brownbill, 2016).

Complexity addresses how situations tend to have many interconnected parts and variables, with some information being available or predictable, albeit in volume or nature potentially overwhelming in terms of processing (Bennett & Lemoine, 2014b). For example, multinational companies (MNCs), which operate simultaneously in a multitude of countries and societies, need to take into consideration various institutional environments and regulatory frameworks, assess the political risks, and so on, and this adds up to a prodigious amount of information that MNC managers need to process. In general, working internationally implies operating with many cultures and unique environments, already complex due to the numerous different and connected parts (Brownbill, 2016) of such environments.

Ambiguity refers to ‘unknown unknowns’ and causal relationships that are not entirely clear (Bennett & Lemoine, 2014b), and it is difficult to diagnose from a single perspective (Kail, 2011). Essentially, for any assertion, convincing yet contradictory information can be found (Gruwez, 2017). This is because ambiguity adds multiple layers to problems and situations with no simple answers, such as in the case of globalization, which has seen companies enter new—and often unexplored in relation to their products—markets faster (Brownbill, 2016). As another instance, the transition from print to digital media has been considerably ambiguous for many companies, many of which are still in the process of learning how customers might access and experience digital data and entertainment (Bennett & Lemoine, 2014a).

Because VUCA conditions increasingly redefine the nature of global business, they pose distinct challenges to business leaders. According to PriceWaterhouseCooper’s (PwC) 21st CEO Survey of 2018 (PwC, 2018), 40% of CEOs were concerned about geopolitical uncertainty, 40% about cyber-threats, 38% about the speed of technological change, 35% about populism, and 26% about uncertain economic growth. Interestingly, although the executives surveyed tended to perceive VUCA forces largely as a threat, they were also seen as opportunities, leading PwC to title the report The Anxious Optimist in the Corner Office (p. 1). Thus, VUCA conditions are not good or bad per se—they can be forces of both positive and negative disruption, of innovation and value destruction, depending on how these forces are managed—which underscores the importance of responsible leadership.

Challenges and Opportunities in a VUCA Environment: Implications for Responsible Leadership

Responsible leadership research tends to address four key challenges: diversity, ethics, sustainability, and citizenship or human rights (e.g., Stahl, Miska, Puffer, & McCarthy, 2016; Stahl, Pless, Maak, & Miska, 2018). These are demanded of global business leaders and executives in order to meet the needs and expectations of multiple global and local stakeholders (Stahl et al., 2018). They also constitute specific contexts in which executives have discretionary choices (Carroll & Shabana, 2010; Miska et al., 2014) to engage in both ‘doing good’ and ‘avoiding harm,’ to the extent that such behaviors are embedded into corporate and institutional contexts and their implicit constraints and dynamics. While under a VUCA lens, the four challenges appear daunting, they bear as many opportunities (cf., Bennett & Lemoine, 2014a; van der Steege, 2017) as risks.

The diversity challenge implies that global executives deal with a multitude of stakeholders with multiple agendas and diverse—and frequently conflicting—values, perspectives, and expectations (Aguilera, Rupp, Williams, & Ganapathi, 2007; Devinney, 2009; Stahl et al., 2018). Several of the forces that shape the VUCA environment, in particular technology and the media, lead to greater public awareness about the importance of diversity. It is often negative examples that shape public opinion. For instance, in 2017, the technology industry received considerable criticism for its demographic overrepresentation of white men (Carson, 2017). In another case, former Uber engineer Susan Fowler shared her experiences, which included being subjected to inappropriate sexual propositioning (van Boom, 2017). Addressing issues related to diversity not only is a necessity in today’s world but can also be an effective coping strategy in a VUCA environment. For example, according to Deloitte’s Global Human Capital Trends report (Deloitte, 2018, p. 8), “Engagement with other stakeholders on topics such as diversity, gender pay equity, income inequality, immigration, and climate change can lift financial performance and brand value, while failure to engage can destroy reputation and alienate key audiences.”

The ethics challenge highlights the need for executives to ensure principle-driven, ethically acceptable, and legally sound behavior. Especially in global business and when operating across countries and cultures, business leaders are likely to face thorny ethical issues, such as in expanding third-party networks, cases of corruption, and standards of workplace integrity, regulations, and divergent customs. A key challenge is to determine when difference is just difference and when it is morally wrong (Donaldson, 1996). Another related issue is to strike a proper balance between following a globally consistent principle-driven approach to ethics and being responsive to local norms, customs, and stakeholder expectations in areas where the company operates. The results of in-depth case studies of MNCs (including Procter & Gamble, IBM, Unilever, and Teva) suggest that both the naïve form of ethical relativism of the kind ‘when in Rome, do as the Romans do’ and cultural arrogance and ethical imperialism of the kind ‘we act wherever we are as we do at headquarters’ can have serious negative consequences for the overall organization and for stakeholders (Filatotchev & Stahl, 2015). Thus, a balanced approach seems best able to guide managerial decision-making with regard to business ethics.

The VUCA environment requires executives to develop an ethical mindset and framework that reflects on the type of worldview helpful to thriving in this context while considering how VUCA can shape an ethical leader and cultivating the intrinsic and extrinsic resources that will enable ethical choices (Elkington, 2017). According to ECI’s 2016 Global Business Ethics Survey (ECI, 2016), employees from MNCs and from domestic companies tend to report observed misconduct at comparable rates. However, MNC employees are more likely than domestic staff to feel pressurized to compromise standards, and rates of personally observed misconduct tend to be higher in MNCs as well. This shows that for MNCs, exposed as they are to heightened VUCA conditions due to their operations in multiple jurisdictions, often with deficient institutions and less stringent law enforcement, the ethics challenge is stronger. The fact that managerial misconduct and unethical behavior in organizations can be costly (Cialdini, Petrova, & Goldstein, 2004; Long & Rao, 1995), both financially and in terms of reputation, has been shown in numerous corporate scandals in recent years and underscores the importance of responsible leadership. Business leaders equipped with a strong moral compass, who ‘walk the talk’ and show an uncompromising commitment to core values like integrity, accountability, and social responsibility, are better able to navigate the ethics challenges in a world characterized by a ‘battle for truth’ in general and low levels of trust in business in particular (Edelman, 2018, p. 2).

With close linkages to the discourse on climate change and global warming (Gore, 2007; Stern, 2007), the sustainability challenge has emerged from the discussion on environmental management. It underlines the need for business leaders to safeguard sustainable development, which implies intergenerational equity in that future generations’ needs are not compromised by present generations (Bansal & DesJardine, 2014; DesJardins, 2016). As the SDGs show, sustainability targets are multifold, including economic (e.g., SDG #8 Decent Work and Economic Growth), social (e.g., SDG #3 Good Health and Well-Being), and environmental (e.g., SDG #13 Climate Action) conditions; this requires systemic thinking on the part of business leaders. In addition, sustainability “emphasizes the long-term nature of the benefit that business is expected to provide to society” (Schwartz & Carroll, 2008, p. 163), implying the need for executives to think in the longer term. Clearly, VUCA conditions can challenge both systemic and long-term perspectives and may lead to business leaders losing sight of specific sustainability targets. However, this underscores the relevance and importance of responsible leadership in navigating VUCA conditions in order to safeguard sustainable development and in this way leverage the attendant opportunities that it provides. These may lie, in particular, in new, innovative approaches to and ways of conducting business and in sustainable business-model innovation. In fact, Voegtlin and Scherer (2017) argue that responsible innovation contributes to sustainable development, since it avoids harming people and the planet and does good by offering new products, services, and technologies that foster sustainable development. This clearly aligns with the ‘doing good’ and ‘avoiding harm’ categories as relevant for responsible leadership.

The citizenship or human-rights challenge embodies the need to recognize, understand, and effectively address issues with respect to equality, social justice, and human-rights protection. This goes beyond activities like simply giving back to local communities, applying as well to sociopolitical issues in the global arena (Wettstein, Giuliani, Santangelo, & Stahl, 2019), which relates it directly to the VUCA environment. In particular, in the face of global poverty and hunger, insecurity, gender inequality, immigration, healthcare challenges, and rising income gaps, there is increased stakeholder pressure on companies to help address these and other pressing issues. Consequently, businesses are expected to be political actors (Scherer, Palazzo, & Matten, 2014), addressing grand societal challenges (Buckley, Doh, & Benischke, 2017) or ‘wicked problems’ (Dentoni, Bitzer, & Schouten, 2018) like those reflected in the SDGs. In fact, organizations increasingly make the tackling of such challenges part of their strategic mission. For example, Bank of America targets responsible growth “guided by a common purpose to help make financial lives better … through a focus on responsible growth and environmental, social and governance leadership” (Bank of America, 2018). Consequently, in a VUCA environment, responsible leadership is important, because it can direct companies toward assuming true global-citizenship responsibilities, despite the challenging dynamics.

The foregoing discussion illustrates that VUCA conditions compound the four challenges that responsible leaders face, because executives have to deal with a more diverse and more complex set of stakeholders, increased disruption, and greater ambiguity and uncertainty surrounding decisions and related outcomes. Yet these conditions, if understood and managed properly on the part of executives, may create opportunities for companies in terms of enhanced resilience, innovation, sustainable development, and positive disruption and thus carry the potential to benefit both companies and society.

We now turn to our case study of Indra Nooyi at PepsiCo to focus on the four challenges that responsible leaders face, the VUCA forces compounding these encounters, and how Indra Nooyi and her associates tackled those challenges.

Case Study: PepsiCo’s Approach to Responsible Leadership in a VUCA Environment

The food and beverage (F&B) industry today operates in a complex environment where cost-cutting, operational efficiency, and differentiation from competitors are required in the face of rising operational costs and expectations of product efficiency and quality, raised through numerous food recalls in recent years (Paquin & Prouty, 2015). Moreover, according to PwC, disruptive technology-driven change affects production, distribution, retail, and consumption, and the key trends and challenges that need to be addressed include globalization, food security, scandals, rules and regulations, differentiation, technology, millennials and mobile commerce, and connectivity (Leong, 2016). Food supply is of course a root concern for the planet, affecting political stability, demographics, human health, and social justice (O’Marah, 2016); these recent developments foreground its VUCA characteristics and suggest that the industry environment will become even more VUCA in future.

PepsiCo Inc. manufactures a wide array of brands, including Pepsi, Pepsi Max, 7 Up, Tropicana, Aquafina, and Simba, and it employs over 260,000 employees in approximately 200 countries and territories across North America, South America, Europe, Asia Pacific, Africa, and the Middle East (MarketLine, 2018). The company describes itself as “one of the world’s leading food and beverage companies with over $63 billion in net revenue in 2017 and a global portfolio of diverse and beloved brands” (PepsiCo, 2018a). Between 2006 and 2018, Indra K. Nooyi served as the company’s president and chief executive officer as well as chairperson, after holding various positions, including senior vice president and chief financial officer; senior vice president, corporate strategy and development; and senior vice president, strategic planning (MarketLine, 2018). She holds a degree in chemistry, physics, and math from Madras Christian College in India and earned master’s degrees in finance and marketing from the Indian Institute of Management in Calcutta and in public and private management from Yale University’s School of Organization and Management (Bloomberg, 2018). Before joining PepsiCo in 1994, Nooyi held positions at ABB, Motorola, and The Boston Consulting Group (MarketLine, 2018). With her upbringing in India and continued later education and career in the US, Nooyi can be considered a bicultural business leader (Fitzsimmons, Miska, & Stahl, 2011).

During her tenure, Indra Nooyi led PepsiCo through various VUCA-related challenges within the industry and launched Performance with Purpose, the company’s 2025 agenda aiming to deliver sustainable, long-term growth while maintaining a positive impact on society and the environment:


That belief in acting responsibly is what led all of us at PepsiCo to embark on our sustainability journey—what we call Performance with Purpose—more than 10 years ago. It’s what led us to reduce the added sugars, sodium and saturated fat—and dial up the nutrition—in many of our foods and beverages; curb our environmental footprint, saving more than $600 million between 2011 and 2015; and reinvest in our workforce, farmers and communities, creating opportunities for people across the markets we serve.

Today, we’re more dedicated to Performance with Purpose than ever before. Because we know that while our financial results will always be a critical measure of our success, the way we’ll sustain our company, not only from year to year but decade to decade, is by offering our consumers the kinds of more nutritious choices they need to grow and thrive.

The way we’ll sustain our business and maintain our license to operate in today’s resource-strained world is by reducing and replenishing the water we use, while also cutting back on our energy use, carbon emissions, packaging and waste.

—Indra Nooyi
(PepsiCo, 2016, p. 4)


Performance with Purpose provides a values-based governance framework for PepsiCo that could be a model for the F&B industry as a whole.
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