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The core building blocks of trust must be operationalized for pharma
companies to strengthen their social contract, deliver business value,

and improve patients’ quality of life.

rust within the pharmaceutical industry continues to

be a puzzling problem. The industry brings innovative

medicines to people in need, improving human health

and saving lives. This raison d’etre would seem to cor-
relate highly with trust. Yet, the industry consistently struggles
with consumer and public trust.

As measured by various trust metrics, 13 pharma generally lags
behind other industries or health subsectors in capturing public
confidence. Although trust metrics increased thanks to pharma’s
contributions during the COVID-19 pandemic, levels of distrust
remain high.

However, trust—especially within the context of healthcare—is
fundamental to a pharma company’s ability to deliver on its mission,
both from business value and social contract perspectives. Trust
directly impacts the quality and effectiveness of the pharma industry’s
mteractions with patients, partners in healthcare provision, regulators
and policymakers, and society overall. In virtually no other industry
outside of the healthcare ecosystem is an organization’s social contract
more directly tied to its business value than in the pharma industry,
where the core purpose is to improve quality of life.

OPERATIONALIZING TRUST

In general, trust is the belief in the reliability, authority, truthful-
ness, or capability of someone or something. That’s fairly straight-
forward. However, defining—much less measuring—trust in rela-
tion to a specific pharma company is a challenging task.

To demystify this concept and apply it to the real-world activ-
ities of pharma organizations, we created a “hierarchy of trust,”
which is composed of three building blocks (see Figure 1). Like
Maslow’s hierarchy of needs,* each element must be met to
ascend to the next. Our hierarchy of trust can be supplemented
with Deloitte’s “four trust-building signals” (humanity, transpar-
ency, capability, and reliability).

1. Benefits of medicines. This is compliance with regu-
lations and quality standards. Patients, regulators, poli-
cymakers, and the general public must have confidence
that pharma companies produce safe, effective, and high-
quality drugs that address threats to health. Therefore,
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drugmakers must continuously invent and refine thera-
pies based on rapidly evolving science. However, innova-
tion does not necessarily equate to the required trifecta
of efficacy, quality, and safety. Through regulation, gov-
ernments guide the industry in meeting standards that
support the benefits of medicines. But regulation and
enforcement are insufficient if industry participants
(including the regulators themselves) are not absolutely
committed to the fundamental goal of the benefits of
medicines. This commitment is the foundation of true
compliance with the spirit of industry regulations, dis-
tinct from fear of enforcement.

Integrity. This relates to compliance with ethical stan-
dards. Just as with regulation, ethical conduct standards
exist to communicate the desired behavior of pharma
companies. These standards, such as the Pharmaceutical
Research and Manufacturers of America (PhRMA) Code
on Interactions with Healthcare Professionals, provide
transparency within and outside the industry to expected
behavioral norms. Just like regulation, these standards
establish the expected minimum. Trustis fully established
when companies exceed the minimum. Pharma compa-
nies need to ensure that patients in need have affordable
access to the right medicine at the right time and the right
place. Patient centricity takes this concept to a higher
level, moving beyond the administration of a therapy to
managing the entirety of the health experience for the
betterment of the patient and their caregivers. This
requires multidimensional partnerships that create an
informed patient experience.

Social contract. This encompasses societal contributions.
Pharma companies must take responsibility for the impact
of their products and their business operations on society,
communities, and the environment. The scope of a social
contract has evolved. Today, trust from the social contract
perspective stems from many factors, including corporate
social responsibility; diversity, equity, and inclusion (DE&I);
and sustainability (defined as people, planet, profit).
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Figure 1. As with Maslow’s hierarchy, each building block of the hierarchy of trust must be addressed before ascending to the next.

Source: WittKieffer

Because the social contract is less regulated, we focus our
efforts there. To see how pharma companies benchmark in
their environmental, social, and governance (ESG) and sus-
tainability efforts versus other industries, we refer to the Dow
Jones Sustainability World Index. This index scores companies
identified by S&P Global’s Corporate Sustainability Assess-
ment across economic, social, and environmental dimensions.
Interestingly, only seven pharma companies rank within the
index’s top decile, representing only 28% of the pharma and
biotechnology companies included in the index. This is a rel-
atively poor showing compared to other sectors. For example,
70% of electrical utility companies, 60% of telecommunica-
tion services, and 38% of banks included in the index were
rated within the top decile.’

Turning to the Pharma 50 companies ranked in the preced-
ing pages, we investigated what these organizations are doing
to operationalize trust and strengthen their social contract. We
performed multifaceted research on the trust-building efforts
of all top 50 pharma companies by leveraging publicly avail-
able sources and combining qualitative and quantitative
research methods. To break down the topic of trust operation-
alization, we focus on four dimensions of how effectively
pharma organizations deliver on this subject (see Figure 2).

Most of the top 50 pharma companies share a high commit-
ment to operationalizing trust and ensuring that commitment is
presented in a transparent and accessible way. Figure 2 shows a
prioritization of trust and reputation through the various metrics,
which are outlined in the rest of this article. This bodes well for the
future of the industry.

The following are four ways in which companies can opera-
tionalize trust.

1. Ethically-grounded governance

To foster the trust needed for an effective social contract, pharma
companies establish a foundation through ethically grounded
governance. They also embrace the socially minded role that
corporate boards can play.

The role of board commiattees. The majority of the Pharma
50 companies (72%) cover ESG/sustainability or corporate social
responsibility (GSR) themes through existing board committees,
primarily the corporate governance committee. The remaining
28% created at least one separate board committee that addresses
key elements of our trust hierarchy, including public policy and
sustainability (AbbVie), sustainability (AstraZeneca, Grifols), ESG
(Bayer, Organon), or CSR (Sun Pharmaceutical Industries).

In the case of GSK, trust is explicitly mentioned under the
terms of reference of its corporate responsibility committee that
“considers the company’s trust priority and has oversight of
GSKs responsible business approach and ESG strategy, perfor-
mance, and reporting, which reflect the most important issues for
responsible and sustainable business growth.”’

Board member expertise. An intentionally composed corpo-
rate board enables pharma companies to tap into specific skill sets
and knowledge bases directly linked to patients and healthcare pro-
viders. In an analysis performed in partnership with BoardEx, we
see that, on average, five to six board members on each of the top
50 pharma companies demonstrate extensive previous experience
working in health services, academic medicine, education, the not-
for-profit space, and/or government. Additionally, an average of
three current board members on each of the top 50 pharma boards
have at least one board seat in the broader “quality of life” ecosystem.

Appointing board directors with relevant backgrounds and
experience can provide valuable perspectives and insights that
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Figure 2. By prioritizing the four elements in this figure, phar-
maceutical companies build trust with internal and external
stakeholders, enhancing the reputation of the enterprise and
its top executives.

Source: WittKieffer

help pharma companies navigate complex challenges, enabling
them to be trusted partners in public health.

2. Trust-shaping culture

Organizational culture refers to the shared mindsets and behav-
iors that define an organization’s “personality.” Culture shapes
trust, either positively or negatively. Companies with a culture
of transparency, inclusion, and fairness tend to foster high levels
of trust among their employees.

Trust accelerates organizational success. Research shows that
employees in high-trust companies report 106% more energy at
work, 76% more engagement, 74% less stress, 50% higher pro-
ductivity, and 29% more satisfaction with their lives. They col-
laborate better with their colleagues and stay with their employ-
ers longer than people working at low-trust companies.®

Actively developing organizational “personality.” Appre-
ciating the fact that trust is built from the inside out, at least 13 of
the top 50 pharma companies launched culture-related initiatives
in the last few years, as reported in their company publications.
The cohort of these companies contains large-cap and midsize
pharma (e.g., Pfizer’s Purpose Blueprint; GSK’s Ahead “logether; Boeh-
ringer Ingelheim’s Our FOCUS; and Daiichi Sankyo’s One DS Cul-
ture) and emerging large players (e.g., Moderna’s Moderna Mindsets,
Viatris’ The Viatris Way; and BioNTech’s Culture Campus). All these
initiatives share the goal to anchor purpose in the day-to-day,
create value for patients and society, empower team members,
and, ultimately, engender trust internally with their employees
and externally with patients, healthcare professionals, regulators,
policymakers, and investors.

Driving employee satisfaction. Employee perception provides
a strong indication of the company’s internally-felt trustworthiness.
We looked into several leading cross-industry employer rankings and
employer review websites, such as Great Place To Work, Forbes,

Fortune, and Glassdoor. Fourteen out of the top 50 pharma com-
panies appear on at least one of those renowned employer rankings
n 20222023 editions. This speaks to satisfaction with working con-
ditions, development opportunities, collegiality and collaboration,

culture, and values, among other criteria for selection.

3. Purpose-led leadership

Pharma leaders need to commit to and model the purpose that
1s at the center of their actions, decisions, and strategies. Equally
asimportant, they need to communicate the “why” behind their
decisions and demonstrate core behaviors that drive trust, such
as honesty, integrity, courage, empathy, and vulnerability.

Consistent and intentional leadership development, linked to
strategys, is a critical foundation for building these required behav-
1ors and mindsets, which we address more fully ahead. Develop-
ment alone, however, is not sufficient. Companies also need to
hold leaders accountable. Here, we approach the question of
leadership’s commitment from two angles: 1) whether the lead-
ers are incentivized to attend to the social contract; and 2) how
companies publicly commit to different trust-building elements
in their company’s reports.

Executive compensation and monetary incentives. Positive
financial incentives may accelerate the transformation and support
the culture of ethics and sustainability. In designing incentive plans
for their executives, 28 of the 41 companies with publicly available
compensation structures include performance metrics directly related
to the topics of DE&I, ESG, and/or sustainability. The definition
and granularity of those metrics vary among companies, and the
majority of them are related to corporate targets shared by the lead-
ership team (versus individual objectives) and in annual bonus plans
(versus long-term incentives). The weighting factor of individual
trust-building focus areas demonstrates a larger variability, ranging
from 5% (e.g., ESG as part of the annual incentive cash bonus pro-
gram at Incyte), to 10% (e.g, sustainability and social impact as a
short-term incentive for Bristol Myers Squibb’s executives), to 16%
(e.g., “build trust with society” in Novartis’ CEO scorecard), to 25%
(e.g, ESG 1n variable remuneration of Grifols” executive directors).

Increased transparency. Transparency is essential for build-
ing trust. By evaluating the Pharma 50 companies’ transparency
about their trust-building efforts, we examined their public disclo-
sures that go beyond financial reports and clinical trial data, such
as sustainability and DE&I reports. Almost all of the top 50 pharma
companies (46) publish at least one annual report (mainly on ESG,
sustainability, CSR, and/or DE&I) as part of the integrated annual
report or as a standalone publication. Twelve companies stand out
in their willingness to communicate openly and respond to con-
stituent inquiries. They also bolster reporting to two or three
reports, adding topics directly addressing health as a societal issue
(e.g., Johnson & Johnson’s Health for Humanity report; BMS’ Global
Access and Health Exquity report; and Novartis’ Novartis in Society report).
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4. Aligned structure

Formalizing roles within a trust-building area and elevating
them to the c-level can increase accountability and drive
the company’s efforts in a more integrated fashion. Bring-
ing on board a dedicated resource/team can result in
broader implications for the company and its reputation,
such as providing specialized expertise and knowledge, set-
ting clear responsibilities, orchestrating cross-functional col-
laboration, and improving credibility with internal and
external constituents.

The role of ethics and compliance. At 11 of the top 50
pharma companies, the chief ethics and compliance officers
directly report to the CEO or the board. Twenty-seven com-
panies consider ethics and compliance as integral parts of
larger functions elevated to the c-level, mainly legal.

Other dedicated trust-building roles. Of the top 50 pharma
companies, 26 expanded the range of dedicated roles by:

*  Adding a clear mandate to an existing c-suite role, mak-
ing ESG/sustainability part of the remit of a chief cor-
porate affairs officer role (12 companies).

*  Creating one new role at the executive level, such as chief
equity officer, chief patient officer, or leader of global
health and sustainability, public affairs, and ESG, etc.
(seven companies).

*  Leading the way by combining the first two approaches
and assigning different trust-building topics to several
new or existing roles to collectively drive the company’s
efforts in building trust (seven companies).

By working to improve aspects relating to governance, cul-
ture, leadership, and structure, a company can effectively dem-
onstrate its commitment to transparency and reliability to not
only its internal teams but the general public. The trust built
through these efforts—as well as enhanced capabilities and a
focus on societal contributions—can go a long way toward
building goodwill for a company as well as the individ-
uals leading it.

LEADERSHIP IMPLICATIONS
With widespread trust-building activities within the industry,
we can then examine what steps pharma leaders must take to
establish and maintain the trust needed to deliver on the social
contract. Outstanding leadership requires the ability to adjust
one’s focus seamlessly across three perspectives, which we
think of as “lenses.” Those lenses (as detailed in Figure 3) include:
1. Visionary leadership, which looks outward to imple-
ment change and innovation in creating the future.
2. Operationalleadership, which looks inward to ensure
goals can be achieved through strategy and structure.
3. Relationalleadership, which looks to others to unlock
potential and create connections.
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While all lenses are vital, trust-building requires significant
attention to the inner scope and the relational lens. This does
not mean that the visionary and operational lenses don’t con-
tribute to the social contract.

The visionary lens enables pharma leaders to scan their envi-
ronments and seek innovative ways to add value, learning from
competitors and other industries alike to build all aspects of the
hierarchy of trust. Without an active operational lens, those great
ideas are not translated into reality. Trust stems from consistent
action, not just ideas.

Pharma leaders must begin with the inner scope because
building trust first requires that leaders trust themselves. True
trust in oneself does not manifest as arrogance but instead shows
up as having the courage and clear-sightedness to demonstrate
authenticity, humility, and vulnerability needed to foster a cul-
ture of trust. This enables leaders to lean into the relational lens
within the company and with other constituencies, which includes
transparency, inclusion, and follow-through.

Transparency
*  Explaining the rationale of decisions not with the intent
to get others to agree/disagree but rather to engender
greater trust that a fair and transparent decision was made.
*  Acknowledging and owning mistakes (because they will
happen). No spin, no positioning, no defensiveness—just
the truth communicated in a way that someone explaining
it to their next-door neighbor would be able to easily convey.

Inclusion

*  This begins with the executive team, which must be com-
posed of members who not only bring the expertise
required but also the traits and behaviors of trustworthy
leaders. This means modeling courage, humility, active
listening, and enterprise perspective. The team must
understand that its collective purpose includes building
trust with all constituents. Team norms must include
behaviors that build trust among members so that psy-
chological safety is created and nurtured. It also requires
taking the time to anticipate and address moments of
broken trust and then learn from those situations.

*  Inclusion extends to the culture at large. Trust is not built
through a culture of compliance—where people do the
right thing because of fear of consequences—but through
a culture of clarity and humanity. The leadership team,
collectively, should ensure that the purpose of the com-
pany is clear and understood and that its core values
support all voices. Leaders cannot (and need not) proac-
tively identify all areas where trust could be compro-
mised. Instead, they must create an environment where

all colleagues look to model it.
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future quite different than today's
and draws on innovation, change,
and long-term strategic thinking.

We call this the "telescope"

lens of leadership.

These lenses are underpinned and enabled by a leadership "innerscope™ through which leaders
draw on emotional intelligence to leverage their strengths and manage their shadows in order to
lean into the lens most needed by their team, organization, and constituencies in the moment.

Figure 3. Strong leadership requires the ability to adjust one’s focus across the above three perspectives.

Source: WittKieffer

Follow-through
*  Accountability is embedded in both the inner scope and
the relational lens. Leaders who set high standards around
trust must also walk the talk and demonstrate the cour-
age to reflect on their own behavior, intent, and impact.
*  Leaders also need to hold others accountable not only
for results but for behavior. Feedback that is consistent,
clear, and timely is the most powerful tool here. It enables
individuals to learn from mistakes, adjust behavior, and
build a culture of learning and continuous improvement

in all areas, including the building of trust.

These recommendations for extending and strengthening the
bedrock of trust will allow pharma leaders to create an even
greater impact on the health and well-being of their communi-
ties. The resulting effects can benefit a company’s teams and
“quality of life” ecosystem as well as the entire world, every
moment of every day. @

Reprinted with permission from Pharmaceutical Executive. Pharmaceutical Executive is a copyrighted publication of MultiMedia Healthcare, LLC. All rights reserved.

Acknowledgment: We appreciate the contributions of Michael Castleman, Luigt
Frezza, Aoife Kearins, and Susan Snyder in developing this article.

References

. 2023 Edelman Trust Barometer Special Report: Trust and Health. Edelman. 2023,
https://www.edelman.com/trust/2023/trust-barometer/special-report-health

. 2022 Edelman Trust Barometer Special Report: Trust and Health. Edelman. 2022,
https://www.edelman.com/trust/22/special-report-trust-in-health

. Ipsos Global Trustworthiness Monitor Report. Ipsos. January 2023, https://www.
ipsos.com/sites/default/files/ct/publication/documents/2023-01/ipsos-global-trust-
worthiness-monitor-2022-charts.pdf

. Maslow, A. H. A Theory of Human Motivation. Psychol. Rev. 1943, 50 (4), 370-396.
https://psycnet.apa.org/record/1943-03751-001

.Reh, G.; Ronte, H.; Gupta, L.; Varia, H. Overcoming Biopharma’s Trust Deficit.
Deloitte Insights. May 6, 2021. https://www2.deloitte.com/xe/en/insights/industry/
life-sciences/trust-in-biopharmaceutical-companies-covid.html

. The Sustainability Yearbook - 2023 Rankings. S&P Global. 2023, https://www.spglobal.
com/esg/csa/yearbook/2023/ranking/

. Corporate Responsibility Committee’s Terms of Reference. GSK. Approved by the
board on February 3, 2005; last updated on February 21, 2023. https://www.gsk.com/
media/9367/220718-x-terms-of-reference-corporate-responsibility-committee.pdf

8. Zak, P.J. The Neuroscience of Trust. Harvard Business Review. January 2017. https://hbr.

org/2017/01/the-neuroscience-of-trust

N

)

-

[

=2}

~

Pharmaceutical”

o< AN life sciences’ BRAND
Executive



