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SOCIAL VALUE CREATION






Walmart > <

Save money. Live better.



Hundreds of millions of dollars ($130m in 2012)




ALMART:

COREVALUE PROPOSITION = LOVV=
COST

RETAIL

Peripheral Support Operations



“70% of all CEO’s responded
that “sustainability” is an
important issue for management.”

(BCG, 2013)
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The leading edge,
The innovation frontier
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2013 US Car of the Year?
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the problem of climate change



Transport
Fuel

Recycling

CORE VALUE PROPOSITION
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resource scarcity

leveraged the power of networks and
social media

“crowd-sourced”
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WHERE WATER IS SCARCE

I Little or no water scarcity Not estimated Approaching physical

,_ : . s ] water scarcity
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Why did this work for GE?

Anticipate a shift in

SOCIAL VALUE CREATION



CORE VALUE PROPOSITION







In the long run,
To a rough approximation,




negative external cost

DISEASES CAUSED
BY SMOKING

DISEASES CAUSED
BY SECOND-HAND SMOKE

CANCERS CHRONIC DISEASES CHILDREN ADULTS
f.' Stroke Brain tumours* n"fr
Larynx Blindness, Cataracts Middle ear disease - Stroke*
Oropharynx Peri Masal irritation,
o Lymphoma* Nasal sinus cancer*

Aortic aneurysm

Breast cancer”

Trachea, bronchus or lung Coronary heart disease

Acute myeloid leukemia .
Pneumonia

Coronary heart disease

Asthma®

Lung cancer
Sudden Infant Death

Atherosclerosis*

Atherosclerotic peripheral
vascular disease

Stomach

Chronic ohstructive

pulmonary disease (COPD),
asthma, and other
respiratory effects

Kidney and Ureter

Colon

Cervix Hip fractures

Reproductive effects
in women (including
reduced fertility)

Bladder

Source: U.S. Department of Health and Human Services. The health consequences of smoking: a
report of the Surgeon General. Atlanta, U.S. Department of Health and Human Services, Centers
for Disease Control and Prevention, National Center for Chronic Disease Prevention and Health
Promotion, Office on Smoking and Health, 2004 (http:/Awww.cde gov/tobaccoldata_statistics/sgr/
sgr_2004/chapters.htm, accessed 5 December 2007).

¥ {S1DS)
Leukemia* Chronic obstructive
pulmenary disease
(COPD)*, Chronic repiratory
symptoms*, Asthma*,
Impaired lung function*

ower respiratory iliness

Reproductive effects in
wormen: Low birth weight;
Pre-term delivery*

* Evidence of causation: suggestive
Evidence of causation: sufficient

Source: U.S. Department of Health and Human Services. The health consequences of involuntary
exposure to tobacco smoke: a report of the Surgeon General. Atlanta, U.S. Department of
Health and Human Services, Centers for Disease Control and Prevention, Coordinating Center for
Health Promation, National Center for Chronic Disease Prevention and Health Promotion, Office
on Smoking and Health, 2006 (http:/iwww.surgeangeneral.gow/library/secondhandsmokefreport/
fullreport.pdf, accessed 5 December 2007).




Scarcity value







See the fundamentals behind
these trends

SOURCE OF
PROFIT POTENTIAL
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the externality cost of
carbon and other fossil fuels






As water scarcity went up, t
the social value of water
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Profiting from
Sustainability

(1) Consumer-led
(2) Investor-led

Heal, G. (201 1)



gIQSS Theory 1: Consumer-Led

The Institute for Quantitative Social Science H iscock q nd Smy-'-h 20 'l 'l
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“Sustainably Produced”

$19829820% = $23.99

Relative Salez +39%




Theory 2: Investor-Led

Socially
Responsible
Investing



SRI Assets Invested (2012) = $3.74 trillion

13% of professionally managed investments (US)

30-40% by a more inclusive measure (US)

South Korea




Because standard financial accounting
requirements miss important components of

HOLISTIC SOCIAL VALUE CREATION



set the rules of the economic game -

e.g. Carbon markets, Tobacco Tax




The action will be in the private sector

PERSPECTIVE SHIFT




Sustainability 2.0
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Have

You
Made
This
Shift




“You can't solve a problem by using the same

level of thinking that created the problem in

the first place...Humanity is going to require a
substantially new way of thinking if it is to survive.”

-Albert Einstein
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