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Firms of Endearment is a very catchy title, for a very significant book.  It is written by:  Sisodia, Wolfe and Sheth.
People love to do business with Firms of Endearment and employees love to work for them..  They focus on such values as love, joy, authenticity, empathy, and soulfulness.  Their purpose is typically to maximize their value to society – not their value to their shareholders.  So they think of meeting the needs not of shareholders or owners, but of stakeholders, which include employees and community on the same footing as the owners of the business.  Typical companies that fit into this definition of being a firm of endearment are Amazon, Ebay, Google, Johnson and Johnson, Starbucks, Southwest Airlines, L.L. Bean, and Toyota.

What's interesting is that Firms of Endearment seem collectively to grow at a rate of a little over 1000% in 10 years, where the Standard & Poor 500 grew 122%.  Even more important, for those of you who have read Good to Great, is that Firms of Endearment outperformed Good to Great firms between 150 to 1000%, so we're talking about real hard-line, bottom line profits here.  

Firms of Endearment take their values seriously such as respect for the individual, transparency of company decisions, financials, a strong, continuous commitment to building teams and empowering individuals, plus, a very high degree of concern about having fun, balance, and flexibility, nurturing commitment locally and globally, plus building sustainability.

In the 80’s the mantra for all public company’s purpose was to drive shareholder value.  Although there are inherently huge dangers when only has one goal (e.g. everything else can be sacrificed for the one goal), this danger has not gained traction in the broad world of business thinking.  Firms of Endearment presents a strong case, really powerful examples, of an alternative purpose for all business; it applies equally to non profits.  
The authors began in the exact opposite way that most business research proceeds as practiced by business schools and celebrity business researchers like Tom Peters and Jim Collins.  They look for firms with strong financial performance and then work backwards to see what they do this appears to drive the high financial results.  FOE authors began with consumers and asked, ‘What businesses do you love?’ From this they culled some 30 firms endeared to the costumers.  Then they looked for similar characteristics. And here is a key one.  FOEs invariably drove their businesses to serve multiple stakeholders, NOT just the investors/owners.  The sought to serve: customers, vendors, employees, owners and the community.  Focusing on a Five Fold Bottom Line, with no one stakeholder trumping the others, forces deeper knowledge, more thorough understanding and greater wisdom in being guided by this Pantheon of goals than simply maximizing share holder return.  I believe a commitment to the Five Fold Bottom Line results in a much more sophisticated understanding of their relative business models and what works and what does not.  This accounts for their superior financial performance cited above.
These are new emerging types of organizational structures are responsive to the increasing presence of not only are knowledge workers, and the understanding that they can maximize the benefit and impact of their knowledge only when they are able to operate with a significant level of self governance, rather than hierarchical governance. 

You may know that the hierarchical structure with job descriptions spans of control, reporting relationships, chains of command, need to know communication was adopted by business when the industrial revolution moved workers from farms to factories, and the only organizational model was the military one.  For those familiar with the Four Roles of Management PAEI, this model is a PA one which means that hierarchical organizations are best at following systems, rules and procedures (the A or Administrative role) to produce results (the P or Producing Role).  Yet 150 years after the industrial revolution we still use the same PA organizational model.  Even the best trained military forces (U.S. Marines and Israel Defense Forces) have discovered they need a complimentary EI model, where E is the Entrepreneurial Role which enables change and adaptation plus the I or Integrative Role which nurtures human connectivity and collaboration (PS technology helps with the A side of this, I adds the heart side).  An EI structure is more like a social network-very open, fast on its feet, irreverent, superb for speed, change and innovation.  The PA network is ideal for command and control.  It is possible to categorize much of human behavior into four primary modes: Doing (P), Thinking(A), Feeling (E = intuition and emotion) and Being (I). Thus the PA, hierarchical organizational model drives doing and thinking.  In the emergent FOE model Being supplements and shapes the thinking.
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