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Executive Summary

This white paper addresses CEOs, business owners, and board members who want to 
take an in-depth look at the development and growth of their company. It provides the 
right corporate strategies to enable leaders to respond to future market challenges and 
economic outcomes. Concepts such as Environmental, Social & Governance, 
Sustainable Development, or Circular Economy, embedded in Leadership, have become 
central topics for company leaders. With the help of the available technologies, the data 
and figures required for this can be evaluated "quickly." However, data sets and 
assessments are not only helpful for both managers and employees to know how to steer 
development and growth in a specific direction. For example, how can corporate values 
and the new strategy be reconciled to achieve the United Nations Sustainable 
Development Goals (SDGs)? How can sufficient ESG rating points be earned to remain 
attractive to investors? What meaningful goals do companies use to gain employee 
engagement? How can the concepts of Circular Economy (CE), Corporate Social 
Responsibility (CSR), and Environmental, Social & Governance (ESG) be translated into 
action, and the leadership mindset aligned with them so that they can be implemented 
convincingly and authentically in the corporate strategy?



 

Julius Hargitai

Hargitai Human Management Consulting (HHMC) supports and accompanies C-level 
managers in mastering strategic leadership and management challenges. This enables 
them to reorient themselves in demanding situations concerning sustainability and still 
perform their leadership tasks with composure and aplomb. Furthermore,   the 
collaboration supports and enables leaders to make a precise company-relevant 
decisions. Corporate Social Responsibility requires the weighing of ethical and moral 
choices, which can have a substantial impact on reputation and market position. Namely, 
Julius Hargitai advises executives and companies on the interconnectedness of thematic 
content such as Sustainability, Leadership, Business Ethics, ESG, Circular Economy, 
Corporate Responsibility, Mental Health, and System Thinking. Julius Hargitai is a 
lecturer at the Kalaidos University of Applied Sciences for Business Psychology and 
Mental Health in Zurich.	
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«Who Cares Wins»  
 

The First Steps 

 
"Who Cares Wins" is the title of a report [1] published by the United Nations (UN) and the 
Swiss Federal Department of Foreign Affairs (DFA) in 2004. The report, to which numerous 
financial institutions contributed, also coined the term ESG. 
In doing so, it begins with the words, "Businesses are called upon to provide leadership ..."
The imperative to take leadership and, at the same time, responsibility is an unequivocal 
message. Namely, companies and their management are a driving force for the economy 
by living up to ecological and social thoughts and implementing corporate social 
responsibility (CSR) with the necessary corporate policy regulations. At the same time, 
they are tasked with providing information and reports on the relevant performance in a 
uniform and standardized format. 
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Furthermore, companies should be in closer cooperation between the intersection of the 
information on the specifications of the relevant corporate actions and the investors. This 
is reflected in the fact that investors have a better insight into fulfilling the company's 
decided specifications concerning the environment, social affairs, and the leadership/
governance factor. Based on this, the economic efficiency, as well as the target-oriented 
functioning and actions of the company, are finally evaluated in accordance with the ESG.
 
Companies are encouraged to disclose their positive and negative financial results based 
on financial valuations, which helps business leaders improve their market position. 
However, in doing so, corporate actions that contribute to improved environmental and 
social stewardship must be taken. In addition, concerning their social policy, company 
leaders can increasingly fulfill their social responsibility inside and outside the company by 
creating better socio-economic conditions for their employees and the social and interest 
groups related to the company, i.e., the stakeholders.  
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Walk the Talk   

Say What is Meant, and Do What is Said 

Competitiveness, Risk-Management, profitability, and how a company meets its ESG 
goals are all assessed through numbers, data, and facts. Because these assessments 
involve immense data analysis, numerous companies have been established and built to 
perform reliable risk and ESG 
assessments. These assessment 
p rocesses co l lec t da ta f rom 
companies that have or will have 
external effects on the environment 
and society. If these assessments 
are very negative because the 
impacts of production cause both 
short- and long-term harm to society 
and the environment, companies 
must make appropriate adjustments. 
If they fail to do so, they also harm 
themselves because their inaction is 
tantamount to reputational damage 
in the eyes of consumers or, more 
specifically, stakeholders. As a 
result, investors are no longer willing 
to invest in the company, wasting a 
valuable opportunity for future collaboration. Thus, the company not only slows down its 
expansion opportunities but also, in a sense, slows down growth at all other levels. 
Companies that are in a business relationship with a producer that is not willing to change 
its production and raw material extraction in line with the Circular Economy and 
sustainability run the risk that their competitors who do so will seize their opportunity and 
use their market advantage in this respect in their favor. 
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In this context, comparing and assessing the environmental performance of an extractive 
industry, a bank, or an insurance company based on their respective economic function 
can make a difference. Furthermore, the business models of companies from different 
industries are different, so there is a possibility that the scales of ESG and risk rating will 
no longer provide accurate results [2]. An enlightened entrepreneurial mindset favors a 
manufacturing company's technological advancement and improvement toward a 
sustainable future. It also advances those industries that apply it, whereby future 
opportunities can be discovered and appropriately exploited. In the Anglo-Saxon world, the 
expression "walk the talk" would be used for this.  
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Hands-on Mentality  
 

Progress Through Action 
 

In a report released in 2019, State Street Global 
Advisors [3], the world's fourth-largest asset 
manager with approximately $4.14 trillion in 
assets under management, emphasizes the 
essence of fiduciary duty. That's because 
investment risks must be addressed. While 46% of 
firms surveyed by State Street Global Advisors said regulations would increasingly 
influence the adaptation of ESG factors, particularly in the area of climate, 44% of them felt 
that mitigating ESG risks were of the same critical importance. It is equally clear from the 
report's findings that investors now recognize the dangers of ignoring ESG. 
George Serafeim[4] of Harvard Business School and his colleagues have analyzed more 
than 10,000 companies, conducted 30 field studies, and published more than 15 empirical 
papers over the past two decades, and their resulting findings confirmed their 
assumptions. For the relevance of ESG to be made visible, corporate leaders need to 
embed a new management paradigm into their strategy and operations. Moreover, (even 
unintentional) stress tests like the Corona pandemic have a positive side effect by 
indirectly showing which companies have made the "right" strategic decisions. After all, 
such a fundamental paradigm shift that changes a company's operation must withstand 
economic stress even in times of crisis. 
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When Serafeim and his colleagues examined data from more than 3,000 companies 
between late February and late March 2020, when global financial markets collapsed, they 
found that the stock returns of those companies perceived by the public as responsible fell 
less than those of their competitors. In the longer term, the crisis will raise awareness of 
how companies integrate societal needs into their corporate focus rather than just making 
short-term profits. As a result, companies will come under increasing pressure to improve 
their performance on ESG dimensions in the future. In this context, the results and findings 
identified from ESG assessment insights help to find arguments and decision indicators to 
make the hopefully right decision. While the social factor "S" is still a headache for 
companies and their executives due to its complexity, the majority of them find it easier to 
evaluate governance and the environment (the environmental concerns), which is also 
reflected in the results of the State Street Global Advisors survey. 
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Starting with the first industrial revolution, through 
the (further) development of the steam engine and 
the discovery of electricity, to the subsequent 
automation through electronics and information 
technology, an improvement in socio-economic 
status took place over the centuries. In the 19th 
century, about 85% of the world's population lived in poverty, and the remaining 15% of 
society belonged to the affluent, who today would be called the middle class. Social and 
technological development over the last 200 years or so shows that entrepreneurial 
commitment pays off in the market and society. It is understandable that this development 
may need to be happening faster for many and is seen as still needing improvement. 
However, it should be noted here that perfection only exists in nature with all its irregular 
and unpredictable processes. Technology, and digitalization, in particular, have set in 
motion a development that simplifies people's lives in many ways. Unfortunately, however, 
we are in danger of losing a significant proportion of society due to this technological 
progress. 
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History Matters  

Lessons f rom the 
Industrial Revolutions  



This would take us back to the 19th century when the hope for a better life that they had 
placed in rapid technological development was not fulfilled for the majority of the 
population. Therefore, a true and not just pretended education with the hurdle-free 
possibility of further education is a corporate responsibility and a social responsibility. This 
means that the assumption of 
leadership and responsibility 
mentioned at the beginning 
points to companies, but in a 
democratic economy, everyone 
assumes their responsibility, 
i.e., politicians and responsible 
citizen.   

Milton Friedman, the U.S. Nobel Prize winner for economics, once said that when 
shareholders do well, society does well. However, this statement would make more sense 
to reformulate that when society does well, so do the companies and, thus, the 
shareholders. 
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To be or not to be   

Saint or Capitalist 
 
Many people consider ethics and morals in 
everyday business life critical and inspiring, 
especially in German-speaking countries. However, 
when making the right ethical and moral decisions, 
these aspects fall by the wayside as inspiration. 
Nevertheless, ethical and moral leadership plays an 
essential role, which pays off over time. 
Henry Ford nearly risked the bankruptcy of his 
company after a bitter dispute in 1906 that led him 
to buy out his then-companion, Alexander 

Malcomson, who wanted to manufacture exclusive 
and expensive automobiles. Yet Ford was an entrepreneur who not only voluntarily paid 
his workers higher wages but also sold affordable cars to the public and wanted to make 
money doing so. This was a sensible endeavor that Ford consistently pursued. Moreover, 
it supported his ideas of the democratization of the automobile, the creation of peace, the 
improvement of rural life, and the training of a new labor force [5]. Although there was no 
talk of ESG in Ford's time, his mindset as a company leader already had a sense of social 
responsibility in the early 20th century by embracing it and winning the trust of his 
employees with a firm inner conviction. CVS Pharmacy [6] represents a prime example 
from recent times. The company released its 2013 Corporate Social Responsibility (CSR) 
Report on May 19, 2014, in which its CSR strategy calls for presenting the company's 
recipe for a better world and its key priorities. 
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Because management no longer wanted to sell cigarettes in its pharmacies, the company 
turned its back on the tobacco market in September 2014. Over the next eight months, 
cigarette sales declined by 1% - or by 95 million packs - in 13 U.S. states, according to the 
American Journal of Public Health [7] report. CVS Pharmacy CEO Larry Merlo justified the 
move, arguing that selling cigarettes was no longer consistent with the company's 

principles. The example shows that a pharmacy's 
responsible behavior can positively impact public health. 
Moreover, this strategic decision had no serious financial 
consequences for CVS Pharmacy. On the contrary, in 
December 2017, it was announced that the company had 
acquired insurer Aetna for $69 billion.

When companies assume their social responsibility, they 
become society partners. The term used here is not aimed 
at the economic-legal concept but instead arose from the 
consideration that these two aspects contain the reciprocity 
of CSR. Namely, a company should or even must be 
committed to the welfare of society in the economic sense. 
In this context, the UN report "Who Cares Wins" title sums 
up the idea of partnership-based interaction between 
companies and society. With attention focused on the 
common future, companies, their decision-makers, and 
society, consisting of the sovereign individual, should take 

more ownership. This means making more use of their sovereignty instead of delegating it 
to the welfare state, which is also underlined by the quote from Schiller's William Tell, "and 
to the brave God helps!" [8]. 
As the examples of Henry Ford and CVS Health Company show, making money and 
behaving ethically in the capitalist corporate world are not mutually exclusive. For instance, 
among the Fortune 500 CEOs surveyed, only 7% still believe that the companies they lead 
"should focus primarily on making profits for shareholders and not be distracted by social 
goals." 
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This is quite understandable, as shareholder capitalism has brought enormous progress. 
In parallel, however, problems such as climate change and income inequality have arisen 
that are difficult to address with an eye to the future [9]. 
It comes down to the balancing act of how company CEOs want to remain true to their 
values while at the same time fulfilling their corporate responsibilities. It is common for 
moral dilemmas to arise because decision options only sometimes offer satisfactory 
results for everyone. Nonetheless, leaders must promptly choose one of the options 
available. Complicating matters further is the fact that there is no decision from which 
everyone can benefit without residual gain. In other words, people will always be affected 
by the negative consequences of a decision and lose out. Complex decision-making 
situations, which many managers face and are indicative of our future in many ways, 
complicate the manager's orientation, ethical and moral viability, and ability to make the 
right decisions. Current, as well as a lot, managers need to be aware of this.  
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"Life is lived forward and understood 
backward."

Søren Kierkegaard (1813–1855)

The world's population has experienced a whole series of developments that  improved life 
in the past centuries, especially since the beginning of the first industrial revolution. The 
following examples are intended to show how this development can be  continued and 
what future efforts are necessary for a good, meaningful life. "In the last 25 years, more 
than one billion people have lifted themselves out of extreme poverty, and the global 
poverty rate is now lower than at any time in history. This is one of the greatest human 
achievements of our time," said Jim Yong Kim, former president of the World Bank. "But if 
we are to end poverty by 2030, we need much more investment, particularly in building 
human capital, to drive the inclusive growth needed to reach the remaining poor. For their 
sake, we must not fail. [10]» The life expectancy of the world's population has more than 
doubled since 1900. Whereas at the beginning of the 20th century, the average life 
expectancy was 33 years, today, it is more than 71. This increase is most pronounced in 
the world's poorest countries. Between 1990 and 2015, for example, the proportion of the 
world's population living in precarious, unsanitary conditions fell from 30% to 15%. 
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In addition, health inequality among the world's population has decreased significantly, 
while the ability to read and write better has increased. But child labor has also declined, 
and we live in one of the most peaceful times in human history. 
Over the past 50 years, deaths from indoor air pollution, which accounted for more than 
8% in 1990, have nearly halved to 4.7%. This means that 1.2 million people who would 
otherwise have died survive each year. 

Furthermore, higher agricultural yields and changing attitudes toward the environment 
have increasingly led rich countries to protect forests and reforest them. Similarly, since 
1990, the proportion of people with access to improved water sources has increased by 
2.6 billion. Thus, it currently stands at 91%. Many of these improvements have come about 
because the world's population has become richer, which is valid for individuals and 
nations. Over the past 30 years, the average global income per person has nearly 

doub led , l ead ing t o a 
massive decline in poverty. 
Whereas in 1990, almost 
four out of ten people in the 
world were poor, today it is 
less than one in ten. The 
richer we are, the longer and 
better we live [11]. Yet the 
s ta r t o f t he Indus t r i a l 
Revolution in the late 18th 
century changed everything, 
with humanity making more 
than twice as much progress 
in 100 years than in the 
previous 1800 [12].
 

My colleague Dr. Frank Grossmann and I interviewed personalities with a leading voice 
from business and politics, such as Prince Michael von und zu Liechtenstein, whose family 
has been firmly committed both economically and socially for centuries. 
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Concerning social responsibility on the part of companies, but also the part of the state, he 
said that prevention of many age-related diseases could be achieved by improving 
lifestyles, which he included the concept of longevity. Since the existing medical care 
concepts are cost-intensive, they currently afford mainly by financially well-off people. 
However, efforts must be made to ensure that medical services are also made available to 
the general population so that the possibility of longevity is also open to them through 
lifestyle applications or lifestyle changes to enable them to achieve or maintain good 
health.

Under the leadership of Prof. Dr. Dr. Klaus Leisinger, Professor of Sociology at the 
University of Basel, former President of the Novartis Foundation, and former Special 
Advisor to UN Secretary-General Kofi Annan, the Novartis Foundation designed a strategy 
to fight poverty consistently. In addition, Larry Fink, CEO of BlackRock, sent a letter to the 
CEOs of the world's largest companies in 2020, urging them to pay closer attention to their 
corporate responsibility. He further alerted them, "we are on the cusp of a fundamental 
finance transformation. [13]" However, it is rare for a CEO or a board chairman to try to 
gain understanding from his shareholders or stockholders that the company is reporting 
30% less profit this year because it has invested some of it in the future, Leisinger said. 
The dilemma is that, on the one hand, you want to be one of the good guys and drive 
sustainability; on the other, you want to avoid taking a risk to reduce your current profit [14].
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Money for 
Everything  

 Prosperity of the 

Future 
 

Philanthropy, i.e., the sector of 
private nonprofit institutions 
and economic development, 
as well as the expansion of 
the welfare state, grew at the 

same pace after the end of World War II. The number of tax-preferred nonprofits grew from 
20.000 in 1940 to 300.000 in the 1960s. Additionally, by the first decade of the 21st century 
was about 1.5 million [15]. Doing good for the population worldwide should be the 
consensus that can be meaningfully implemented by all the companies involved in it and 
society. After all, usefulness and meaningfulness are two decisive factors. What is meant 
by this is that companies should not randomly set up any volunteer programs to improve 
their reputation, but rather that they should create a concept that is in line with their 
competencies and that represents a meaningful purpose for the recipients.
Nevertheless, the whole thing should also create added value for the company to continue 
maintaining its function and positively contributing to the respective society. Based on the 
above, a food company must consider a different strategy than an energy supplier. 
Furthermore, the financial services industry has an even broader cross-functional role in 
society that can positively impact finance. 
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In particular, this refers to finance since the introduction of Sustainable Investment and the 
financing of the associated expansion opportunities of the Circular Economy.

 

Whereas the circular economy encompasses the socioeconomic improvements sought 
worldwide, a linear economy refers to the traditional industrial model with its "take-make-
waste" process. In the latter, raw materials are extracted and processed into products that 
are usually disposed of as non-recyclable waste after they are used or consumed. This 
corresponds to today's mainstream economic model, according to which most production 
and recycling processes occur. In contrast, a circular economy decouples growth from the 
consumption of scarce resources by keeping products and materials in productive use until 
the end of their service, followed by effective recycling. 

18 © HHMC 2022

The butterfly diagram: visualising the circular economy
Klicken Sie auf die Bildfläche, um auf die Quellen-Website zu gelangen

https://ellenmacarthurfoundation.org/circular-economy-diagram


Therefore, to create a supportive circular economy regarding the environment, entire value 
chains must be rethought and redesigned. This will create a system in which waste is 
wholly avoided and whose goal is net positivity (addition rather than extraction of 
resources) through restorative models [16]. 
The financial needs that must be accounted for are both enormous and profitable. Since 
ESG and Responsible Investing have become integral to corporate governance, the 
Circular Economy is an essential part of the solution to achieving corporate goals, not to 
mention the United Nations (UN) SDGs. The leading organization in the Circular Economy, 
the Ellen MacArthur Foundation, reports in its 2020 Report [17] on the economic benefits of 
investing in the circular economy. In it, research firm Opimas and the Global Sustainable 
Investment Alliance estimate that ESG investment will increase to more than $40 trillion by 
2020, up from $23 trillion in 2016. Deutsche Bank, in turn, projects that 95% of assets 
under management (AUM), or $130 trillion, will be subject to an ESG mandate by 2030. In 
addition, the number of companies committed to the UN Principles for Responsible 
Investment (PRI) increased from 100 in 2006 to over 3,000 in 2020, with more than $100 
trillion in assets under management (AUM). 

Further, activity in the circular economy finance market has risen steeply over the past 18 
months, with the circular economy increasingly recognized as a critical part of the solution 
to climate change and other ESG issues, in addition to offering significant opportunities for 
new and better global growth. Now is the time for finance to take advantage of this 
industrial shift and help spread the word about the circular economy. 

Managers are increasingly incentivized to implement ESG goals. Now, more than 90% of 
Fortune 500 CEOs believe that social engagement and shareholder capitalism are a big 
part of doing business today. In addition, 79% of employees expect their company to 
engage on critical social issues [18], and 90% of shareholders believe they would receive 
better returns if companies met their ESG goals. In the past, many CEOs thought there 
was little incentive to implement ESG, and that company performance would suffer. That's 
no longer true! Yet the Harvard Law School Forum on Corporate Governance [19], 
Sustainalytics by Morningstar and BlackRock agrees that executive compensation 
incentives should be tied to achieving ESG goals. BlackRock [20] even issues binding 
recommendations in this regard, calling for establishing appropriate executive 
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compensation structures and addressing business issues, including environmental and 
social risks and opportunities, as soon as they appear to materially affect the company's 
economic potential, as well as its long-term value. According to the Semler Brossy 
Consulting Group Report [21], approximately 57% of S&P 500 companies indicated that 
they had incorporated some ESG criteria in determining incentive compensation. In 
addition, Sustainalytics data from Morningstar [22] shows that about 17% of European 
publicly traded companies are aware of ESG compensation. Due to the Internet and the 
rapidly advancing globalization associated with it, there are numerous options in terms of 
economic growth. However, the flip side to that coin is that orientation has become more 
difficult for companies and their management. This is because the worldwide networking of 
tangible and intangible corporate services means that manageability is dwindling; on the 
one hand, complexity is increasing. 

To make the right decisions, 
corporate leaders must have a 
reflective view of the future in 
general, as well as of future 
d e v e l o p m e n t a n d g r o w t h 
opportunities in particular, so that 
their companies can do justice to 
the mu l t i f ace ted f ramework 
conditions and regulations. Thus, 
CSR is directly related to the social 
factor "S" of ESG. This connection 
must be comprehensible and 
transparent for stakeholders, 
shareholders, and potential future 

investors. Social responsibility must not become tokenism [23] by hiring an insignificant 
number of people from underrepresented groups to meet the statistical measure of 
equality for the sake of reputation. One of the benefits of promoting equality is that the 
intellectual diversity it brings to a company unlocks previously undiscovered knowledge 
potential, which also gives these individuals the opportunity to contribute to a better future. 
It benefits both the company and society. The circular economy aims at technical-
commercial strategies to maintain goods and components at the highest value level. 
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This can be done through reuse, repair, remarketing, restoration, and remanufacturing, but 
also through disseminating technical and economic knowledge in classrooms, 
boardrooms, universities, and technical training institutions. The era of "R" (stands for 
Re-), as Walter L. Stahel [24] calls it, represents the optimization of product use and the 
reuse and extension of the life of goods and components. 
The age of "D" means the recovery of atoms and molecules and old goods to the original 
pure state of the resources. Technologies and measures to recover atoms and molecules 
of the highest quality (purity and value), that is, as pure as when they were newly 
recovered, are thus: Depolymerization, delegation, delamination, devulcanization, a re-
coating of materials, and the deconstruction of high-rise buildings and large infrastructures. 
However, these options for the circular economy are not attributed solely to efforts to 
protect the environment but also to social factors because new processing methods and 
new material knowledge will require new qualifications in the respective areas of expertise 
and industries.
Regulations by national and international authorities are essential for creating economic 
and social framework conditions that serve as "guard rails." However, if the over-
bureaucratization of process regulations in sustainability increases, their financing can 
lead to the worrying ossification of implementation and innovation and thus miss their 
target. Initiating and guiding these closely intertwined undertakings are in the hands of 
good and conscientious leadership and the responsibility of the functional role of 
governance. In this regard, the concepts of Leadership, Circular Economy, Corporate 
Social Responsibility, and Environmental, Social & Governance must be treated equally. 
Instead, they must become substantial components of a corporate strategy. 
Although speed can play an essential role in implementing the above concepts, the quality 
of implementation in terms of sustainability and longevity is of much greater importance. 
If a company and its leadership offer employees a comprehensible sense of purpose that 
benefits the company, society, and the environment, employees will automatically "deliver" 
the required quality because it eliminates the question of why they devote their resources 
to the company every day and spend their time there. 
In an interconnected world such as the one we have created, the question is which 
company will be able to establish and implement these factors in its strategy in such a way 
that it underpins its raison d'être and, at the same time, is concerned about a prosperous 
future for the benefit of its employees, society, the environment and the continuation of 
creation, peace, and justice.
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Enlightened leaders are characterized by the fact that they recognize the signs of the 
times and make strategically courageous decisions based on their insight and break new 
ground. Personal and entrepreneurial sovereignty help to seize the opportunity, based on 
proactive action in the development of the mindset of change from their responsibility, to 
set new "parameters" for market success through target-oriented activities in the overall 
system "society." 
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