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ABSTRACT

Empirical evidence and recent revi-
sions of conventional business doctrine
indicate that companies that actively
promote social performance and devel-
op their clients’ markets and skills as
part of business strategy have a better
chance of achieving sustainable profit-
ability and growth than those that do
not. This article discusses how land-
mark companies, emerging economies,
and in particular a Latin American
company sustained success over long

The social dimension is a survival
dimension. The enterprise exists in a
society and an economy. Within an
institution, one tends to assume that
the institution exists in vacuum. And
managers inevitably look at their
business from the inside.

—Peter Drucker (1989)
The New Realities

Introduction

Is running a profitable business
incompatible with doing social good?
Should businesspersons and man-
agers stay exclusively focused on
maximizing quarterly results in the
beliefthat what is best for their stock
is best for the long term survival and
growth of their companies? Should
performance and management
consultants “stay out of trouble” by
confining their work to improving ex-

periods of time by developing socially-
focused strategies. By applying the
Megaplanning methodology to the de-
velopment of clients and the social en-
vironment during a three-year period,
an Argentinean refinery developed its
local and regional market, increased
its revenues and market share and
reduced turnover and costs generated
by social conflict, outperforming its
previous conventional, Macro-focused
business strategies.

isting process efficiency and results
inside their client organizations?

Nowhere do these concepts more
urgently require a revision than
in addressing the challenges and
unique opportunities created by
the emerging economies that char-
acterize the beginning of the 21st
century.

This article will try to respond to
these critical questions by analyzing
current economic and social data,
the experiences of groundbreaking
companies such as Henry Ford’s and
those in today’s digital India, and a
nine-year case of a Latin American
company.

Conventional Wisdom, Origins
and Consequences

Mainstream business admin-
istration theory has followed an
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“inside-out” planning tradition. With
few exceptions (Drucker, 1985, 1995;
Hope & Hope 1995; Kaufman, 1996,
1998, 2000; Kaufman, Corrigan, &
Johnson, 1969; Kaufman & English,
1976, 1979; Kaufman & Thomas,
1980), the performance improvement
and management literature has fo-
cused more on discussing internal
tactics and techniques for improving
products, processes, quarterly profit
and market share than on creating
and exploring external strategies to
developing markets, clients and sus-
tainable profitability.

The traditional business lit-
erature (Friedman, 1970) considers
social and environmental programs
more as defensive strategies that
insure companies against potential
liabilities, rather than as active
ingredients of the business formula
to achieve sustainable growth and
benefits. Viewing business profit as
incompatible with doing social good
springs from a tradition of demon-
izing for-profit enterprise that goes
back to sources as diverse as the
scholastic and religious thinking of
the Middle Ages (Aquinas, 1273) and
the economic theories of Thomas Mal-
thus and Karl Marx in the 18th and
19th centuries (Weber, 1920, 1958).

Challenging this traditional di-
chotomy, comparative global statistics
on more than 120 countries show that
those that develop entrepreneurial
economies based on for-profit enter-
prise clearly outperform those that do
not in all indicators of social progress,
well-being, stability and quality of
life as measured by the United Na-
tions (UNDP, 2003; Miles, Feulner, &
O’Grady, 2005; O’Grady, 2005).

The expansion of India and Chi-
na’s economies during thelast decade
not only proves that entrepreneurial

practices generate economic growth,
but also a spectacular expansion of
consumption and rising quality oflife
among the formerly poor. According
to Goldman Sach’s BRIC report: “The
number of people with an income
over $3,000 (approximation of mid-
dle class) should double within three
years in these economies and within
a decade over 800 million people will
have crossed this threshold” (Gold-
man Sachs, 2004).

Those companies still driven by
the old paradigm that considers so-
cial improvement and wellness as a
risk factor and a limiting condition
for profit will be at a competitive
disadvantage in this global expan-
sion that will account for 10 to 17
percent of global equity markets
by 2020 (Goldman Sachs, 2004).
The experience in oil-rich countries
in the Middle and Far East, Latin
America and Africa (Miles, Feulner,
& O’Grady, 2005) demonstrates that
those companies that enter emerg-
ing markets driven exclusively by
maximizing short-term financial and
cost-efficiency goals without defining
a social strategy may in fact be tak-
ing much higher risks in the form of
market stagnation, legal insecurity,
riots, damage to property and lives,
and business disruption than those
that link those bottom line results
to proactive social value-added and
improvement goals.

Revising the Old Business
Paradigm

Since its preliminary introduction
in the article “Towards Educational
Responsiveness to Society’s Needs: A
Tentative Utility Model” (Kaufman,
Corrigan, & Johnson, 1969), Roger
Kaufman’s Megaplanning model
(Kaufman,1996,1998,2000;Kaufman
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& English, 1976, 1979; Kaufman
& Thomas, 1980) was unique in its
challenge to traditional, short-term
bottom line oriented management
and process-focused HPT thinking
and practice. Kaufman’s Megaplan-
ning model has been successfully
applied to government and for profit
organizations in different countries
during two decades with interesting
results. However,

are major factors in creating non-
sustainable business models prone to
financial and social collapses; two ex-
amples are the cases of Enron in the
corporate world (Toffler & Reingold,
2002) and Argentina in the public
sector (Mussa, 2002). In analyzing
those experiences, new developments
in economic thinking and policy-mak-
ing have demonstrated that strate-

gies and policies

it still generates
resistance among
those managers
that follow a tra-
ditional business
approach and who
consider it more or

More recently, the
business literature
has started to
recognize that

that neglect social
improvement fail
or underperform in
achieving sustain-
able success and
actually increased
the intrinsic risks

less idealistic and Short'term’ of emerging or
impractical. Even lnward-looklng rapid expansion
some of Kaufman’s approaches economies (Sti-

colleagues in the
HPT field (Sch-
neider, 2003; Win-
iecki, 2004) recom-

to business
performance are

glitz, 2000; Rubin,
2004).

Following this
growing trend,

mend HPT practi- major f aclors Harvard Business
tioners to “stay out in creating non- School experts Mi-
of trouble” by lim- sustainable chael Porter and

iting performance
improvement to
more conventional
internal process
improvement proj-
ects. During this
period, however,

business models
prone to financial
and social
collapses...

C.K. Prahalad
have independent-
ly published ar-
ticles that advise
rethinking the tra-
ditional dichotomy
between business

respected manage-

ment experts such as Peter Drucker
(1985) and the British economists
Tony and Jeremy Hope (1997) sided
with Kaufman and his concerns
about the neglect of social context
and variables in business and orga-
nizational thinking.

More recently, the business lit-
erature has started to recognize
that short-term, inward-looking ap-
proaches to business performance

and social good and
embracing an aggressive and proac-
tive use of social strategies for sus-
tainable business success.

In their 2002 Harvard Business
Review article “The Competitive Ad-
vantage of Corporate Philanthropy,”
Porter and Kramer define this new
scenario:

It is true that economic and
social objectives have long been
seen as distinct and often compet-
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ing. But this is a false dichotomy;
it represents an increasingly
obsolete perspective in a world of
open, knowledge-based competi-
tion. Companies do not function in
isolation from the society. In fact,
their ability to compete depends
heavily on the circumstances of the
locations where they operate. In
the long run, social and economic
goals are not inherently conflicting
but integrally connected. Boosting
social and economic conditions in
developing countries can create
more productive locations for a
company’s operation as well as new
markets for its products. (p. 7)

And according to Prahalad and
Hammond’s 2002 HBR article “Serv-
ing the World’s Poor, Profitably,” the
growing economic phenomenon of
the Chinese and Indian economies,
traditionally considered bottom-of-
the pyramid (BOP) markets, has
made a strong case for considering
human development not just as
a humanitarian cause, but as an
increasingly attractive and highly
profitable target for world-class cor-
porations. In Prahalad’s words:

By stimulating commerce and
development at the bottom of the
economic pyramid, multinationals
could radically improve the lives
of billions of people and create a
more stable, less dangerous world.
Achieving this goal does not re-
quire multinational corporations
to spearhead social-development
initiatives for charitable purposes.
They need (sic) only to act in their
own self-interest. Fully 65 percent
of the world’s population earns
less than $2.000 per year—that’s
4 billion people. While individual
incomes may be low, the aggregate
buying power of poor communities
is actually quite large, representing
asubstantial marketin many coun-

tries for what some might consider
luxury goods like satellite televi-
sion and phone services. Because
these markets are in the earliest
stages of economic development,
revenue growth for multinationals
entering them can be extremely
rapid. MNCs can also lower costs,
not only through low-cost labor but
by transferring operating efficien-
cies and innovations developed to
server their existing operations.
(pp- 1-2)

Lessons from Business Practice

An analysis of the experiences
of standard-setting companies as
diverse as Ford Motors, Starbucks
and Microsoft, and the enduring
success of some emerging economies,
shows that entrepreneurs and busi-
ness innovators frequently build
their business strategy not only on
revolutionary products or services,
but following a vision of the social
conditions required for their utili-
zation. Ground-breaking companies
actively intervene in introducing or
favoring specific social changes to
create the conditions for lasting suc-
cess (Drucker, 1985; Naisbitt, 1984;
Peters & Austin, 1985; Peters &
Waterman, 1979; Porter & Kramer,
2002; Prahalad & Hammond, 2002;
Toffler, 1990).

Outgrowing business convention-
al wisdom, business entrepreneurs
and innovators have long succeeded
in overcoming the classical Kon-
dratieff stagnation cycles (Drucker,
1985; Alexander, 2002) and pre-
venting the crises of globalization
processes (Mussa, 2002) by actively
using social improvement goals as a
guiding strategic principle (Drucker,
1985). Such businesses have not
only studied but deliberately created
new markets and clients by starting
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social trends and changes that in
return supported the sustained suc-
cess of their business models.

From Henry Ford to Digital
India: Integration of Business
and Social Progress

A review of the history of success-
ful entrepreneurial business prac-
tices (Volcker, Norris, & Bockelman,
2000) provides additional evidence of
how business leaders proactively pro-
mote their vision

not only a sound “business case” but
also a systemic vision of his business
integrated into a vision for the larger
social system. In this case, the large
social system was the United States
at the beginning of the 20th century,
which was transitioning from rural,
isolated communities to a mobile
and industrialized society (Kennedy,
1999; President’s Research Commit-

tee on Social Trends, 1933).
By analyzing the social context of
his time, Ford en-

of social progress
as a key factor for
securing their sus-
tainable success
At the begin-
ning of the indus-
trial era, business
pioneers such as
Henry Ford suc-
cessfully imple-
mented proactive
strategies to de-
velop their busi-
nesses not just by
exploiting existing
market opportuni-
ties, but also by
developing mar-
kets and clients for

Ford viewed
his business in
broader terms—as
most business
innovators
do—by creating
a consumer
and a market
for his product,
and therefore, a
viable and sound
business for years
to come.

visioned a strategy
that tied his work-
ers’ wages to his
product’s pricing,
defining a revo-
lutionary bottom
line equation:in or-
der to secure Ford
Motors long term
viability and suc-
cess as a business,
Ford cars must be
affordable for its
workers.
Intuitively,
Ford viewed his
company from an
“outside-in” per-
spective, and tried

their new products
and ideas.

Ford always understood that
creating a competitive product (Ford
A) through revolutionary process
improvements (the assembly line and
serial production) was not enough
to guarantee sustainable business
success.

Ford viewed his business in
broader terms—as most business in-
novators do—by creating a consumer
and a market for his product, and
therefore, a viable and sound busi-
ness for years to come. He established

to actively manage
and balance both
supply and demand sides (Keynes,
1938). In order to create a mass mar-
ket for cars, Ford not only improved
supply by drastically reducing pro-
duction costs through revolution-
ary process improvements, but also
created demand by elevating his
workers’ income, making Ford Mo-
tors’ business model viable and sus-
tainable. He improved his business’
supply performance by establishing
close partnerships with critical
suppliers such as Harvey Firestone
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and the steel barons and secured
future demand by collaborating
with local and federal governments,
which were promoting employment
through the construction of roads
and highways.

Following this systemic thinking
process, Ford not only created cars
and made record profits for his time
but also created a business system,
an entire “industry of industries”
that established the foundation for
what we know today as the middle
class and the modern consumer mar-
ket (Volcker, Norris, & Bockelman,
2000). Ford and many others after
him succeeded by not only creating
a product by way of a revolutionary
process, but most fundamentally, by
envisioning business as open systems
that aligned business performance
and processimprovement to a broader
social vision.

Ford Motors achieved success by
transforming blue-collar workers
into middle-class consumers of mass-
produced, affordable cars.

More recently, Starbucks has cre-
ated a new market by introducing
European-style cafes to American
consumers. Starbucks cafés not only
sell coffee but also sell the coffee ex-
perience, providing an environment
where customers can gather, study
or read in a personalized, communal
context. In keeping with its systemic
approach, Starbucks secured sus-
tainable suppliers of its high-quality,
organically grown coffee by improv-
ing the social and environmental con-
ditions and business skills of these
small rural coffee producers in Latin
America, Africa and Asia (Schultz &
Yang, 1997).

Following the same line of “out-
side-in” thinking, Apple and Micro-
soft developed user-friendly, domes-

tic computers and communication
devices by envisioning and empower-
ing individuals and non-specialized
users as the center of a knowledge-
based, digitally connected and more
decentralized society; this society
was very different from the one tradi-
tional competitors served by provid-
ing punched cards and mainframes
for centralized information centers
(Moore, 1991; Gates, 1995; Hope &
Hope, 1997; Volcker, Norris & Bockel-
man, 2000; Guth, 2005).

Emerging Markets: To
Sustainable Profit Through
Social and Economic
Development

By taking advantage of the oppor-
tunities presented by the emerging
economies in the beginning of the
21st century, local and multinational
companies are thriving by challeng-
ing conventional business wisdom.
By offering affordable cell phones to
rural areasin India, micro creditlines
to slum dwellers in Rio de Janeiro or
broadband infrastructure to college-
educated professionals in Mumbai,
these companies are empowering lo-
cal workforces and entrepreneurs to
transform shantytowns in Dharavi,
Sao Paulo and Mexico City into quick-
ly-prospering manufacturing and
knowledge-based services enclaves
(Prahalad & Hammond, 2002). Such
proactive, socially focused strategies
leverage growth by transforming
conventional BOP customers into
self-sufficient entrepreneurs with
higher purchasing power, as shown
by the ongoing success of India and
China’s economies in achieving both
economic and social expansion (Miles,
Feulner, & O’Grady, 2005).

The demographics of the Unit-
ed States and other fast-growing
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economies show that an increasing
proportion of consumers are also
entrepreneurs developing their own
businesses and clients. As the differ-
entiation between “B2C” and “B2B”
approaches becomes less precise,
pioneer companies such as eBay and
Amazon thrive and create billion-dol-
lar markets by enabling small busi-
nesses and entrepreneurs to market
their own products and services.

When applied as part of a systemic,
socially-focused strategy in emerging
or high-potential markets, business
tactics such as franchising, outsourc-
ing and farming out to entrepreneur-
ial clients can not only reduce costs
and improve internal performance,
but may also create new ongoing de-
mand. This demand may be supported
by new and indirect customers that
have been created and sustained by
these communities’ development.

Socially-focused business strate-
gies not only apply to large compa-
nies or at the larger macroeconomic
level, but also to smaller businesses
facing the challenge of succeeding in
new, underdeveloped markets and
communities. In these cases, socially-
focused strategies are indispensable
for sustaining bottom line results be-
cause they effectively anticipate the
more complex and recurring business
challenges to continued business suc-
cess such as securing social stability
and creating a hospitable business
environment.

A Nine-year Comparative Study:
The Refinor Business Case

As a corollary to these historical
trends and precedents, we will ana-
lyze more closely the process and tac-
tics for developing a social strategy
for business success. We will discuss
the business case of a Latin American

company that covers a nine year pe-
riod (1994-2002). During this period
the company experienced the use of
both traditional (1994-1996; 2000-
2002) and megaplanning (1997-1999)
approaches, so we will also compare
the performance results of both strat-
egies in terms of conventional bottom
line and social outcomes.

Refinor is a gas production and
distribution company located in the
northwest of Argentina, in a develop-
ing region that borders with Bolivia,
Paraguay and Brazil, at the heart
of MERCOSUR. The company was
created in 1994 as a result of the
privatization of segments of YPF, a
large state-owned Argentine oil con-
glomerate.

During the first period after priva-
tization (1994-1996), Refinor’s new
management was the private Argen-
tinean holding company Perez Com-
panc. Our consulting team focused
on streamlining internal efficiency
by reengineering processes, investing
in new technology and implement-
ing a management development
and cultural change plan to develop
entrepreneurial skills and attitudes
among Refinor’s management and
employees.

Although the company’s tradition-
al bottom line improved significantly
during 1994-1996 as a result of its
internal performance improvement
programs, it wasincreasingly evident
that the company’s conventional
growth had plateaued at a level that
still could not guarantee sustainable
profitability. Improving internal per-
formance was not enough to ensure
Refinor’s future because the company
was growing in a market that was
not growing.

After the long period (1945-1992)
of subsidized public employment
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and the subsequent privatization
processes (Mussa, 2002), former state
employees in Refinor’s region who
received severance packages paid in
1992-1994 as part of the privatization
plansrepresented asignificant part of
the region’s energy market. Although
short term energy demand was boost-
ed by the increased purchasing power
generated by this approximately $40
million in paid severance, long term
perspectives for the market remained
uncertain. In spite of receiving this
large individual subsidy, living in one
of the richest agricultural regions of
South America and owning poten-
tially productive parcels of land, most
former public employees were unable
to generate new income because their
skill set and work culture were lim-
ited to their former administrative
or oil-related jobs. The agricultural
skills and entrepreneurial mindset
that were common among the prewar
generation had not been transmitted
to these public employees who had
abandoned their parents’ self-sus-
tainable small farms for the safety of
public sector jobs.

In spite of significant achieve-
ments in improving its internal
performance, Refinor’s turnover
rates started to climb, menacing the
continuity of those achievements
with the loss of young and talented
workers and professionals unwilling
to commit to raise their families in an
environment increasingly affected by
social problems.

During 1994 to 1996, as former
state employees’ savings started to
disappear into unsuccessful business
investments, social problems such as
social protests that resulted in prop-
erty or productivity loss, alcoholism,
juvenile delinquency, substance abuse
and preventable diseases grew rap-

idly, creating a hostile environment
for Refinor families. Refinor’s workers
described their situation as living in
an increasingly isolated “island” of
prosperity surrounded by a sea of so-
cial unrest and an uncertain future.

The Challenge

Our consulting team had first
hand knowledge of the social and en-
vironmental challenges; during the
implementation of Refinor’s initial
internal performance improvement
program (1994-1996), team mem-
bers lived with the people they were
coaching and training in four small
communities at the heart of the MER-
COSUR region, 1,200 miles away
from Argentina’s main cities.

In 1997, after a series of fol-
low-up meetings that revealed the
relevance of the social challenges for
the company, Refinor’s CEO asked
our consulting team to propose a
non-conventional social strategy for
the local communities and the region
that would secure the company’s long
term sustainability.

We selected Roger Kaufman’s
megaplanning model (Kaufman,
1996; Kaufman et al., 2003) as our
strategic planning approach because
it provided a systemic and compre-
hensive framework for aligning social
and business goals and processes as
well as for linking all the key inter-
nal and external organizational ele-
ments. We selected General Electric’s
workouts (Ulrich, Kerr, & Askenas,
2002) and University of Michigan’s
boundaryless organization model
(Ulrich, Kerr, & Ashkenas, 1995)
as our tactical approach to involve
and commit employees and com-
munity leaders in the company and
community-wide assessment, prob-
lem-solving and decision-making
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processes required for implementing
Kaufman’s methodology.

The application of the mega-
planning model and tools helped
Refinor’s management and leader-
ship realize that sustainable growth
and long-term performance improve-
ment would require the company to
move beyond internal, individual or
organizational improvement toward
improving Refinor’s clients’ perfor-
mance and the conditions and per-
formance of their communities and
social context.

According to Kaufman’s strategic
model, sustainable business success
depends on improving not just inter-
nal performance, such as individual,
team or organizational competence
and efficiency, but more critically, on
improving the company’s external
performance, linking clients and
clients’ clients’ success to social, re-
gional and global performance. It was

clear that improving Refinor’s clients
and clients’ clients’ performance
required improving the social perfor-
mance of the communities and region
where both Refinor’s employees and
clients lived. Moreover, it was critical
to envision the company’s clients and
the community and region’s progress
and goals as mutually dependent and
aligned instead of mutually exclu-
sive; this would also transform tra-
ditionally adversarial relationships
that had led to conflicts such as fuel
pilferage or riots, into strategic alli-
ances between business and society
that could further support sustain-
able success (see Figure 1).
Following Kaufman’s model, quan-
tifying the cost of ignoring the social
environment in terms of fuel losses,
social conflicts and potential disrup-
tions of productive processes helped
establish the benefits of the new busi-
ness model in bottom-line terms.

sustainability

TEAMS
PERFORMANCE

ORGANIZATIONAL

CLIENTS AND CLIENTS’ CLIENTS

SOCIAL ENVIRONMENT

GLOBAL AND REGIONAL PERFORMANCE

Figure 1. Megaplanning approach to sustainable
performance improvement.

INDIVIDUAL
PERFORMANCE

PERFORMANCE

PERFORMANCE

PERFORMANCE
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Our first decision was to identify
four local communities (Tartagal,
Aguaray, Pocitos and Mosconi) in the
northwest region of Argentina as the
starting point and primary market
for our performance improvement
experiment. Refinor’s strategic plan
would reach outside the company’s
boundaries for developing the
company’s primary clients—former
public employees transitioning to
farming and new agricultural small
businesses—and their clients and
communities. Refinor’s strategy
would not only be to provide fuel and
energy, but also to train and coach
the communities’ entrepreneurs in
the business and technical skills
required to generate sustainable
income and profits. Finally, Refinor
and non governmental organization
(NGO) teams would also help com-

munities organize and train self-di-
rected social work teams in order to
improve their environment and that
of their clients.

Using Kaufman’s minimal ideal
vision (MIV) model as a framework
in a series of internal and social
workouts, the company’s manage-
ment, staff and community leaders
identified gaps between the MIV
and the company and communities’
realities, thus generating consensus
for action plans.

Table 1 shows the gaps between
MIV and reality detected by more
than 350 workout participants in five
different communities.

As a consequence of this first
step, Refinor’s leadership developed
a new vision and mission for the
company that was discussed with and
approved by the CEO (see Table 2).

Table 1
Social Workouts Findings

Minimal Ideal Vision element
(Kaufman, R., 1995, 2000)

Gaps detected by Refinor’s workouts

have access to jobs above the poverty line.

B. All those receiving training must obtain
the knowledge, skills and attitudes

to provide first-class education to the
poor.)

C. Reduce the levels of alcohol and drug
dependencies to zero in a one-and-a-half-
year term.

D. All unemployed will have an opportunity
to get the skills that will enable them to
get a productive job and keep it.

A. All children will have access to and will
attend school regularly, will be physically
and mentally healthy and will learn and
develop those skills that will enable them to

required to be self-reliant and have a high
degree of self-confidence as citizens and as
workers. (All schools must be in a position

School’s curricula not responding to
social demands

Child prostitution

Dependency on government
subsidies

Lack of basic skills for self
sustaining forms of life (70% of the
working population was living from
voluntary retirement funds after
privatization of the state-owned oil
company)

Isolated improvement efforts

Drug trafficking (border zone)
¢ High alcoholism rate

¢ Indigenous population segregation
Poor education level
Isolated improvement efforts
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Table 2
Refinor’s New Vision and Mission

We conceive REFINOR’s mission as the achievement of the region’s development
(MERCOSUR), regarding the improvement of the standard of living of its inhab-
itants, through providing our skills, people, services and products to help create
genuine jobs and opportunities for professional and business development for our
employees, clients, and suppliers.

Eighty percent of Refinor’s natu-
ral market, the region across the
borders of Argentina, Brazil, Bolivia
and Paraguay known as MERCO-
SUR, consisted of small businesses
in a mostly agricultural region
that required agricultural fuel for
vehicles and power plants. The key
to Refinor’s new business strategy
was training and coaching of local
entrepreneurs to develop self-suf-
ficient small businesses, which in
turn would expand the demand for
fuel and develop a self-sustainable
market. Our complementary busi-
ness hypothesis was that by adopting
such a social strategy for the region,
Refinor would increase its market
share, not only as a consequence of
general economic growth, but also
of business differentiation and the
consumers’ identification with a well
regarded regional brand.

Refinor’s macro-level business
goals were linked to societal goals
and actions. As a first step in the
learning strategy, the consulting
team made business groups align
goals from their more familiar Macro
indicators to Mega (Table 3) and to
later reverse the analysis from Mega
to Macro (Table 4) developing a stra-
tegic, outside-in goal sequence.

Among the social problems erupt-
ing in the region as a belated con-
sequence of unemployment and

dependency on subsidies were child
prostitution, alcoholism and social
conflicts ending in property or pro-
ductivity losses.

Implementation

During the 1997-1999 period,
joint community-company project
teams of Refinor’s managers, em-
ployees, families, school, hospital,
and union leaders, and local elected
authorities tackled the different crit-
ical areas defined in the workouts.

1. Developing self-sustainable
businesses: Local communities’ teams,
promoted by Refinor, helped former
unemployed families to start small
businesses based on local agricultural
resources. Refinor’s cultural change
plan, implemented internally during
1994-1996, was the basis for launch-
ing a community-bound program to
develop entrepreneurial skills among
the company’s local clients and small
businesses in the region. Refinor’s
supervisors and managers worked
as instructors and facilitators for the
social training programs.

2. Workforce reconversion: Three
agro-technical schools sponsored by
Refinor started programs to develop
the new skills, knowledge and at-
titudes required by the former state
employeestodevelopself-sustainable
businesses. Many of the instructors,

VoLUME 18, NUMBER 3 /2005

47



Table 3
Aligning Business with Social Goals (from Macro to Mega)

To achieve these business goals

Our community and market
should achieve these goals

O Reduce fuel and product loss
produced by pilferage

O Sales and market share e New successful small businesses
sustainable growth ¢ Regional awareness and identification with
program and company
¢ Reeducated and reconverted workforce

QO Reduce or eliminate turnover ¢ Crime and substance abuse reduction
e Opportunities for community involvement
¢ Community and employees sharing positive,
realistic future goals (consumer and employee’s
sentiment)

e Special supply for entrepreneurs
¢ Environmentally conscious population
¢ Educated workforce

Table 4
Aligning Business with Social Goals (from Mega to Macro)

If our community and market achieve these goals

Our company will achieve these
business goals

U New successful small businesses
program and company
U Reeducated and reconverted workforce

U Crime and substance abuse reduction

sentiment)

QO Special supply for entrepreneurs
QEnvironmentally conscious population
U Educated workforce

URegional awareness and identification with

U Opportunities for community involvement
U Community and employees sharing positive,
realistic future goals (consumer and employee’s

e Sales and market share
sustainable growth

e Reduce or eliminate turnover

¢ Reduce fuel and product loss
produced by pilferage

former graduates from the schools,
were training their own parents to
manage their new businesses on
their own land. Refinor drew from
additional consulting resources and
expertise from agricultural com-
panies also belonging to the Perez

Companc conglomerate. During the
period 1997-1999, former state em-
ployees started 160 new small and
medium agricultural businesses in
the region.

3. Healthcare and wellness: joint
teams involving company volunteers,
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families and Department of Health
staff from hospitals and other medical
agencies launched two major cam-
paigns to prevent juvenile substance
abuse and promote healthier lifestyles
based on self-sufficiency skills and job,
sports and educational opportunities.

4. Youth programs: Two day-long
soccer sports programs organized by
Refinor employees, community lead-
ers and instructors from the Depart-
ment of Education provided two daily
meals, and in some cases, a place to
sleep, for 6,000 adolescents, keeping
them off the streets and away from
high-risk situations.

One key factor for tactical success
during the needs assessment, plan-
ning and implementation phases
involved Refinor’s families and local
institutions.

Our consulting team partnered
with Asociacion Conciencia, a wom-
en’s volunteer NGO dedicated, since
Argentina’s return to democracy in
1984, to the promotion of the partici-
pation of women in community and so-
cial development. This was a decisive
step for involving Refinor employees’
spouses and families, and through
them, reaching educational, health
and political institutions.

Conciencia and other women be-
came decisive change agents and foot
soldiers for the project, opening doors
for families, children, doctors, teach-
ers,union leaders and representatives
under a non-partisan framework
based on the Minimal Ideal Vision.

As a direct consequence of the
women’s involvement, social work-
outs included not only adult members
of families, but also K-12 age children
and adolescents, which constituted
one of the main risk groups. The
children and adolescents surprised

parents and business leaders with
their sharp insights on communities’
problems and future prospects; this
became an emotional turning point
in obtaining the commitment and
support of traditionally splintered
and antagonistic community sectors
such as labor unions and government
representatives. With the momentum
of social workouts, Kaufman’s ideal vi-
sion (Kaufman et al., 2003) worked as
a common denominator and cohesive
factor.

The non-partisan nature of NGO
and company facilitators was an-
other major asset in a region where
political credibility was plummeting
to historically low levels. The social
protest movement known as piquet-
eros (picketer) originated in Refinor’s
region. During the 1997-1999 period,
picketers attended and participated
peacefully and productively in social
workouts and project teams.

After the initial social workouts
sessions, which were celebrated as
town hall meetings, multi-sector
project teams made up of Refinor em-
ployees, families, community leaders,
teachers, doctors, union and political
representatives metin homes, schools,
hospitals and public offices during the
next two years under the coaching of
Conciencia and Refinor facilitators.

Results

During the period when it carried
out its socially-focused, Megaplan-
ning strategy (1997-1999), Refinor
obtained positive results in all three
Megaplanninglevels (Kaufman et al.,
2003) as shown in Table 5.

Strategic Performance
Indicators

Refinor started utilizing a new set
of strategic performance indicators
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Table 5

Results 1997-1999 at Mega, Macro and Micro Levels

Mega Outcomes

Macro Outputs

Micro Products

¢ Reduction in welfare roll

® Reduction in pollution
rates

¢ New sustainable small
business

e Reduction in infant
mortality, preventable
diseases

¢ Reduction in crime
statistics

¢ Settlement of employees
in community

Increase in market share
over period 1998-2000
160 new small and
medium agro-businesses
started profitable, self-
sustainable operation
Market leadership (brand
of choice)

+50 percent turnover rate
reduction

ISO 14000 environmental
certification

4 self-sustainable rural

Improved company
infrastructure (pipeline)
Improved communities’
infrastructure (education,
health, environment)

¢ “Papaya Refinor”
¢ Self-directed company-

community improvement
teams

New self-sustained agro
technical internships
1600 youth participating
in sports

schools

such as (1) hours of social work; (2)
market share; (3) local unemploy-
ment rate; (4) riots and incidents;
and (5) property loss, that tied the
company’s business model to the evo-
lution of the region and allowed the
sharing of strategic goals and criteria
for measuring success with clients,
community leaders and institutions.
SPI are described in Table 6.

Follow-up Study 2000-2002

In 2000, Perez Companc Holding
sold Refinor to Brazil’s state-owned
Petrobras and the new management
returned to the traditional business
model, limiting social investment to
traditional subsidies and assistance.

During the 2001-2002 period,
Argentina experienced a large eco-
nomic crisis. This was a consequence
of, among other things, privatization
and globalization policies (Mussa,
2002; Stiglitz, 2002, 2003) that fol-
lowed the traditional business model
of micro-focused business strategies.

In 2004, the author returned to
the region and completed a follow-up
report tobe presented at the ISPI Con-
ference (Kaufman & Bernardez, 2004)
and also to Petrobras management.

Thanks to the statistical data doc-
umented by local authorities (Provin-
cia de Salta, 2002) and Refinor’s HRD
during the period 1994-2002, it was
possible to build an historic series
of five strategic indicators related
to the project for the period before
the new experience (1994-1996), the
experience duration (1997-1999) and
the three years after the experience
(2000-2002; see Table 7).

The strategic social indicators
monitored were: (1) hours of social
work; (2) market share; (3) local
unemployment rate; (4) riots and
incidents and (5) property loss.

The 1994-1996 and 2000-2002
periods reflect the results of a tradi-
tional business strategy, with a con-
siderably lower level of investment
in hours of social work and virtually
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Table 6
Strategic Performance Indicators (SPI)

Indicator (SPI) Definition

Hours of Social Work

Market share

Local unemployment rate

Riots and incidents

Hour of social work included the time invested in community
projects by the company and volunteers

Refinor’s share of the regional fuel market

As defined by Statistics from INDEC and government
of Salta for Aguaray, Pocitos, Tartagal and Mosconi, the
main communities surrounding Refinor’s refinery and
main infrastructure.

As reported by local police

Property loss As reported by local authorities
Conventional . Mega planning . Conventional
Macro-Planning : intervention *  Macro-Planning

35
; ; A 10K h f
: : ours 0

30 : : A social work

25 A ~ —0O—  Market share

A . : P
e : ) Local
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: ¥
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Figure 2. SPI evolution chart.

unchanging levels of market share
(4.43% for 1994-1996 and 4.36% for
2001-2003).

The 1997-1999 period reflects
the new strategy, with higher levels
of social investment (14,000 hours
per year versus 8,400 for 1994-
1996 and 4,800 for 2000-2002) and
a 6.33 average market share, with

steady increases each year of the
period. The higher level of social
work hours in the 1997-1999 period
does not reflect higher costs, because
a significant proportion is volunteer
work of Refinor staff, families and
community members and reassign-
ment of internal training hours to
social training.
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Table 7

Strategic Performance Indicators (SPI) evolution 1994-2002

Year K hours of Market Local Property .Rif)ts &

social work* share unemployment rate loss incidents
1994 8 4 25 8 20
1995 8.5 4.5 23 7.5 40
1996 9 4.8 21 7.3 50
1997 12 5 15 4 35
1998 14 6 12 2 15
1999 16 8 10 1 20
2000 4 4 25 6 50
2001 4.5 4.5 28 8 145
2002 6 4.6 32 7.8 60
n 82 45.4 191 51.6 435
Mean 9.1 5 21 6 48
Median 8.5 5 23 7 40

*Each unit represents 1,000 hours of social work

Comparing the Strategies’
Results at Mega, Macro and
Micro Levels

At the Mega level, Refinor’s
market welfare roll, pollution rates,
infant mortality and crime statistics
were significantly reduced compared
to the previous (1994-1996) and
following (2000-2002) periods of
traditional Macro and Micro-focused
planning. As a consequence of the im-
proved social conditions, at the Macro
level the company reduced turnover
by more than 50 percent, and the
community developed more than 160
new small and medium-size agro-
businesses, reducing the unemploy-
ment rate (12.33% against 20% with
Macro-focused management). This
Macro effect in turn generated an
increase in fuel consumption in the
area, expanding the overall market
and generating a premium growth in

Refinor’s market share (from a previ-
ous average of 4.43% to an average of
6.33%—an almost 50% increase) as
the region’s brand of choice.

At the Micro level, the company im-
proved its core infrastructure—a 1200
km-long poliduct—while reducing the
investment in maintenance because
of a significant reduction in damage
produced by fuel pilferage. Self-di-
rected community teams improved the
communities’ health and education
infrastructure by generating self-sus-
tainable agro-technical business.

Results Comparison

Comparing the Megaplanning
period (1997-1999) with two tra-
ditional, Macro and Micro-focused
management terms (1994-1996 and
2000-2002), the evolution of the Stra-
tegic Performance Indicators (SPI)
supports the following conclusions:
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1. The investment in social work
produced a statistically significant
improvement in all other SPI, show-
ing a strong positive correlation with
the increase in the company’s market
share and a strong negative correla-
tion with the levels of unemployment,
riots and incidents and property
loss.

2. The Megaplanning strategy
outperformed the conventional,
Macro and Micro-focused strategies
in terms of market share (6.33% ver-
sus 4.43% for 1994-1996 and 4.36%
for 2000-2002), local unemployment
(12.33% versus 23% before and 28%
after), riots and property loss (36%
reduction on average compared to the
conventional strategy).

Duringthe 1997-1999 period, other
major regional companies, attracted
by Refinor’s success in expanding the
local market, joined as co-sponsors of
social projects such as workforce and
small business development, thus
multiplying the programs’ effect.

The significant worsening in so-
cial indicators observed during the
2000-2002 period, however, may not
only be attributed to the abandoning
of the social strategy, but also to a
generalized worsening of Argentina’s
economy. In 2001 Argentina’s na-
tional government collapsed and
President De la Ria resigned amidst
generalized social violence and loot-
ing across the country.

Even though the existence of
non-controlled associated variables
such as general unemployment and
social turmoil during the 2000-2002
Argentinean crisis might have con-
tributed significantly to the extent
of the failure of the conventional
business strategies, results during
the nine-year period clearly demon-

strated the superior effectiveness of
a Megaplanning approach over con-
ventional Macro-focused strategies
in improving both business results
and social indicators and generating
renewed interest in the strategy by
new management.

Epilogue

For those involved in the experi-
ence, the Refinor project represented
asignificant milestone in our consult-
ing experience and a significant yet
involuntary quasi-experiment that
held our professional and personal
interest for nine years.

We still have to learn and explore
how to overcome the most critical
challenge to long term, sustain-
able performance. We have learned
that this challenge comes not from
external conditions, but from the
prevalence of business planning and
management models focused on pro-
cess improvement and conventional,
short-term bottom line indicators.

At the beginning of the 21st cen-
tury, operating in an increasingly
globalized market economy, most
companies face the challenges of sus-
taining business growth in emerging
markets and societies.

Our hope here is to have dem-
onstrated that developing social
performance around our companies
is not only a humanitarian goal, but
a basic principle of sensible business
practice supported by historical and
empirical evidence.

References

Aquinas, S.T. (1273, 1947). Summa
Theologica. Benziger Bros. Edition.
Translated by Fathers of the English
Dominican Province.

Alexander, M. (2002). The Kondratieff
cycle: A generational interpretation.
iUniverse.com

VoLUME 18, NUMBER 3 /2005

53



Bernardez, M. (1996). Rethinking the bot-
tom line. Performance Improvement
Global Network, ISPI.

Drucker, P.(1954). The practice of manage-
ment. New York: Harper Business.
Drucker, P. (1985). Innovation and en-
trepreneurship. New York: Harper

Business.

Drucker, P. (1989). The new realities. New
York: Harper & Row.

Drucker, P. (1995). Managing in a time
of great change. New York: Harper
Business.

Friedman, M. (1970, September 13). The
social responsibility of businesses
is to increase its profits. The New
York Times Magazine. Retrieved
November 30, 2004 from: http://
www.colorado.edu/studentgroups/
libertarians/issues/friedman-soc-
resp-business.html

Gates, B. (1995). The Internet tidal wave.
Microsoft Corporation white paper.

Goldman Sachs, Inc. (2004). BRIC
Report 2003. Retrieved November
23, 2004 from: http://www.rediff.com/
money/2004/nov/10guestl.htm

Hope, T., & Hope, J. (1995). Transforming
the bottom line: Managing perfor-
mance with the real numbers. Boston:
Harvard Business School Press.

Hope, J., & Hope, T. (1997). Competing in
the third wave: The ten management
issues of the information age. Boston:
Harvard Business School Press.

Kaufman, R. (1996). Strategic thinking:
A guide to identifying and solving
problems. Washington, DC & Arling-
ton, VA: The International Society
for Performance Improvement and
the American Society for Training &
Development.

Kaufman, R. (1998). Strategic thinking:
A guide to identifying and solving
problems (Rev. ed.). Washington, DC
& Arlington, VA: The International
Society for Performance Improvement
and the American Society for Training
& Development. Also, Spanish edition,
El Pensamiento Estrategico. Centro
De Estudios: Roman Areces, S.A.,
Madrid, Spain.

Kaufman, R. (2000). Mega planning:
Practical tools for organizational
success. Thousand Oaks, CA: Sage
Publications. Also Planificacién Mega:
Herramientas practicas paral el exito
organizacional (2004). Traduccién
de Sonia Agut. Universitat Jaume I,
Castell6 de la Plana, Espana.

Kaufman, R., & Bernardez, M. (1998,
2004). Putting megaplanning to work.
ISPI Conference paper.

Kaufman, R.A., Corrigan, R.E., & John-
son, D.W. (1969). Towards educational
responsiveness to society’s needs: A
tentative utility model. Journal of
Socio-Economic Planning Sciences,
3,151-157.

Kaufman, R., & English, F.W. (1976).
Needs assessment: A guide for edu-
cational managers. Arlington, VA:
American Association of School Ad-
ministrators.

Kaufman, R., & English, F.W. (1979).
Needs assessment: Concept and ap-
plication. Englewood Cliffs, NJ: Edu-
cational Technology Publications.

Kaufman,R.,Oakley-Browne,H.,Watkins,
R., & Leigh, D. (2003). Strategic plan-
ning for success. Jossey-Bass/Pfeiffer.

Kaufman, R., & Thomas, S. (1980). Evalu-
ation without fear. New York: New
Viewpoints Division, Franklin Watts,
Inc.

Keynes, J.M. (1938). The general theory of
employment, interest and money. New
York: Prometheus Books.

Kennedy, D.M. (1999). Freedom from fear:
The American people in depression
and war: 1929-1945. New York: Oxford
University Press.

Miles, M.A., Feulner, E.J.,, & O’Grady,
M.A. (2005). The 2005 index of
economic freedom: Executive sum-
mary. Wall Street Journal, Heritage
Foundation. Retrieved on January
15, 2005 from: http:/www.heritage.
org/research/features/index/chapters/
Executive_Summary.pdf

Moore, G.A. (1991). Crossing the chasm:
Marketing and selling high-tech prod-
ucts to mainstream consumers. New
York: Harper Business.

54

PERFORMANCE IMPROVEMENT QUARTERLY



Mussa, M. (2002).Argentina and the fund:
From triumph to tragedy. Institute
for International Economics. Policy
Analyses in international economics,
62, July 2002.

Oficina economica y comercial de Esparia
en Buenos Aires. (2003). Guia pais
Argentina.

O’Grady, M.A. (2005, January 4). Hail
Estonia! Wall Street Journal, A12.
Peters, T., & Austin, N. (1985). A Passion
for excellence: The leadership differ-

ence. New York: Warner Books.

Peters, T.J., & Waterman, R.H. Jr. (1979).
In search of excellence: Lessons from
America’s best-run companies. New
York: Harper & Row.

President’s Research Committee on
Social Trends. (1933). Recent social
trends. Washington, DC: Library of
Congress.

Porter, M., & Kramer, M.R. (2002, De-
cember). The competitive advantage
of corporate philanthropy. Harvard
Business Review, 56-58.

Prahalad, C.K., & Hammond, A. (2002,
September). Serving the world’s
poor, profitably [Electronic ver-
sion]. Harvard Business Review,
R0209C.

Provincia de Salta. (2002). Indicadores
sociales provinciales. INDEC.

Schneider, E.W. (2003). Applying Hu-
man Performance Technology while
staying out of trouble. Performance
Improvement Journal, 42(4), 16-22.

Schultz, H., & Yang, D.d. (1997). Pour your
heart into it: How Starbucks built a
company one cup at a time. New York:
Hyperion.

Stiglitz, J.E. (2002). Globalization and its
discontents. New York: Norton.

Stiglitz, J.E. (2003). The roaring nineties.
New York: Norton.

Toffler, A. (1990). Powershift: Knowledge,
wealth and violence at the edge of
the 21st century. New York: Bantam
Books.

Toffler, B., & Reingold, B. (2002). Final
accounting: Ambition, greed and the
fall of Arthur Andersen. New York:
Broadway Books.

Ulrich, D., Kerr, S., & Ashkenas, R.(1995).
The boundaryless organization. AMA-
COM.

Ulrich, D., Kerr, S., & Ashkenas, R.(2002).
The GE workout: How to implement
GE’s revolutionary method for bust-
ing bureaucracy and attacking orga-
nizational problems fast. New York:
McGraw-Hill.

United Nations Development Program.
(2003). Human development report
2003. New York: UNDP.

Volcker, P., Norris, F., & Bockelman, C.
(2000). The New York Times century of
business. New York: McGraw-Hill.

Weber, M. (1920, 1958). The Protestant
ethic and the spirit of capitalism. New
York: Scribner’s Press.

Winiecki, D.J. (2004). Rejoinder to “sav-
ing the world with HPT”: A critical,
scientific and consultative reflection.
Performance Improvement Journal,
43(8), 30-34.

MARIANO BERNARDEZ is an
international consultant on or-
ganizational change, business
development, and performance
improvement. His 25-year career
has included working as a man-
agement development expert for
the United Nations and Fortune
500 companies and as a strategic
business consultant toleading com-
panies in Europe, Latin America,
and the United States. He has ex-
tensive experience in new company
start-ups in Europe and emerging
countries. He is a Board Member
of ISPI and founder of ISPI inter-
national chapters in Argentina,
Mexico, and Spain. He is an active
speaker at conferences in Europe
and the United States. He holds
a doctorate in Education from the
University of Buenos Aires. E-mail:
mbernardez@expert2business.net

VoLUME 18, NUMBER 3 /2005

55





