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Understanding Power and Context Unlocks Innovation
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Meeting Human Demands Within The Ecological Limits oPtheet

"2 Nl Meeting the dual goals of sustainability
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The World is Entering a New Age . . .

A Business systems that are | par mon
5 life support systems and the winning businesses ?

» S produce outstanding financial, environmental, and

D E social results.
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What Does Sustainability Look Like?
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IsBuilding Shared ValuehNyth?

By connecting profits, people and the planet can companies create a

sustainable competitive advantage?
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How Green Will Save Us: September, 2009

There Is no alternative to sustainable development.

Our research shows that sustainability is a mother lode of
organisational and technological innovations that yield both
bottom-line and top-line returns!

I In fact, because those are the goals of corporate
Innovation, we find that smart companies now treat
sustainabllity as innovation® new frontier.




FromRiskdo New Sources of Value

Why it matters

Expanding transactional environmental due diligence practices beyond the current focus
on risk mitigation will help identify new opportunities for operational improvement & value
creation.
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Returns of High vs. Low Sustainability Companies

Sustainability Focused Companies Outperform Conventional Peers

Evolution of $1 invegedin the $ock marketin value-weighted portfolios
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Source The Impact of a Corporate Culture of Sustainability on Corporate Behavior and Performance, _
Robert G. Eccles, loannis loannou, George Serafeim, HBR Working Paper 12-035,November 25, 2011. © Jay Friedlander 2008-2012



What About Duringhe Downturn?

Sustainability Focused Companies Outperform Conventional Peers

Industry average better Sustainability-focused companies better

< >
Utilities D ~ B months

Telecommunications B - 3 months (positive)

Technology " ~3 months (negative)
Oil and gas
Industrial goods and services
Construction and materials
Healthcare
Insurance
Financial services
Banks
Travel and leisure
Retail

Media | 33%
Personal and household goods
Food and beverage
Automobiles and parts | 33%
Chemicals | 30%
Basic resources | 10%
-10% 5% 0% 5% 10% 15% 20% 25% 30% 35% 40%

Indexed stock price performance percentage differential to market

Note: Indexed stock prices at ~3 months = September 8 2008 and ~ 6 months = May 19, 2008 to current date, November 24, 2008. Percentage performance differential calculated by
taking the percentage point difference of averaged sustainability companies’ indexed performance to the market indexed performance over the market indexed perofrmance.
Sustainability companies include DJSI World 80 2008/2009 + DJSI 2008 Supersector Leaders + Goldman Sachs SUSTAIN focus list for mature industries.

n=99 sustainability companies Sources: Bloomberg; AT. Kearney analysis

Source: http://atkearney.com/shared res/pdf/Green Winners.pdf © Jay Friedlander 2008-2013



http://atkearney.com/shared_res/pdf/Green_Winners.pdf

Sustainable Competitive Advantage

Being sustainable has advantages in the eyes of customers and relative

to the competition.
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TraditionalValue Chain for an Enterprise
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TraditionalValue Chain for an Enterprise

WHOLE
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TraditionalValue Chain for an Enterprise

Walmart WHOLE

Save money, Live better.

SELLING THE HIGHEST QUALITY
MATURAL & ORGANIC PRODUCTS

Marketing &
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Changing Your Perspective

& m

PROFIT LA IR PEOPLE

Reduce Risk Better Workplace
Cut Costs Build Community
Grow Sales Solve Issues

Reduce Waste
Waste = Food
Regenerate
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Merging The Value Chain & Sustainabllity
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Shared Value Cycle
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ecomagination’
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2005-2011 added
$105 billion in
revenue.
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2004-2011 reduced
GHG emissions by
29%.
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Fortune 150
company.
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INBOUND
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INBOUND

UNSOLD

PRODUCTION OPERATIONS

=

Grameen Bank

OUTBOUND

Loaned over $7
billion to 7.5 million
clients since 1983.
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INBOUND

UNSOLD

PRODUCTION OPERATIONS

=

Grameen Bank

OUTBOUND

Founded in 1976,
profitable all but
three years.
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INBOUND
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PRODUCTION OPERATIONS
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Grameen Bank

OUTBOUND

98% repayment
rate.
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INBOUND
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PRODUCTION OPERATIONS

OUTBOUND

FAzipear

wheels when you want them

sunrun

KICKSTARTER
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INBOUND

UNSOLD

PRODUCTION OPERATIONS

OUTBOUND

Car sharing alone Is estimated to be a
$10 Billion market.
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INBOUND
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PRODUCTION OPERATIONS

OUTBOUND

Last night 40,000 people rented
accommodation from a service that
offers 250,000 rooms 1n 30,000 cities In

192 countries .

Source: Economist, fAThe Rise of the Sharing EcondlZ2 © Jay Friedlander 2008-2013
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Peer-to-peer sharing is an estimated
$26 Billion market reshaping industries.

Source: Economist, A The Rise of the Sharing Economy, o 3/9/13. © Jay Friedlander 2008-2013
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