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Six year span shows CSR to be an enduring force

External Forces Impacting the Organization
(% respondents)

48%

" 2004 " In 3 CEO studies, the only external
2006 42% . ..
2008 forces consistently rising on CEO
agenda are all linked to Corporate
Social Responsibility (CSR)
18% 17% “Our company is investing extensively in corporate
] o social responsibility. We need to be a reference in
9% 12% 12% this domain. As the leader of the luxury industry,
we have to stay ahead.”
J Yves Carcelle, Chairman and CEO, Louis Vuitton
Environmental | Socioeconomic | People Skills
Issues Factors

Source: IBM Global CEO Study 2008; n (2004) = 403, n (2006) = 760, n (2008) = 1130
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ANZ investment in social responsibility has 74% growth
rate

CEOQO'’s perception of increasing customer
expectations of corporate social responsibility

Negative
impact

No 9%
impact—-_
6%

Positive
impact
85%

Investment in customers’ focused on corporate

social responsibility

%
INCREASE

Investment past 3 Investment next 3

years years

Source: IBM Global CEO Study 2008, n = 609; * Total investments: all asset investments + all investments in R&D, marketing and sales
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consumers

Workforce

Investors

Business
Partners

NGOs

Community &
Government

* Source: IBM CSR Study 2008, n = 250
1Harvard Business Review, “20 counter-culture breakthrough ideas,” K. Fraser, 2007;

25% of consumers would switch brands if given an
ethical alternative.!

41% of companies worldwide are having difficulty
filling positions due to lack of suitable talent.?

Over 50% of shareholder proposals in 2006 were
sustainability related.3

Half of businesses are being forced to adopt ethical
labor or procurement standards by their partners*

Aided by the Internet, more than 100,000 new citizen
groups have been created around social and political
issues since 1990.4

Impending legislation worldwide on carbon and
other environmental issues

22007 Manpower study of 37,000 employers in 27 countries; 3Interfaith Center for Corporate Responsibility www.iccr.org/ethvest.php

“When Social Issues Become Strategic,” The McKinsey Quarterly, 2006 Number 2
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Why business leaders are adopting the CSR agenda

Businesses are discovering that doing
good earns great returns:

= Permission to operate and enter
new markets

= Competitive differentiation
= Attraction and loyalty of talent

|

Sustainable growth
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IBM’s CSR study reveals three major dynamics

» Impact for business: from cost to growth
= Information: from visibility to transparency

= Relationships: from containment to engagement
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The CSR Value Curve: a shift from cost to returns

Growth
Platform

Values-based
Self

Strategic Regulation
Philanthropy

Efficiency

Access to new
markets, new
partnerships or

Legal and Measurable duct/servi
. : roduct/service
Compliance Incorporates cost savings P )
\ innovations that
the company's  through
lue system efficient or win- generate
Alignment of value sy ) , revenue
charitable and/or code of  win scenarios
Adherence to activities with ~ conduct to
law in the social issues guide business
countries of that support behavior
production, business
operation and objectives

distribution
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CSR activities gain momentum

Companies that have focused their CSR activities in the following areas

100% - (Percent responses)
90% -
80% - —
70% - Activities are
60% - mature
50% - ~
\
40% - o
Activities
30% - have
20% - > recently
started
10% -
0% - _/
Compliance with Strategic Formal company Cost savings Creating new
regulations and philanthropy values system revenue streams
standards

Source: IBM CSR Study 2008, n = 250
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Firms seek growth from CSR, yet don’t understand their
customers’ CSR expectations

0 :
68% of companies are Companies that have focused CSR activities

focusing their CSR activities to create new revenue streams
to create new revenue (Percent responses)
streams

76% admit they don’t
understand their customers
CSR concerns well

B CSR focused new revenue streams

® No activities in this area
Source: IBM CSR Study 2008, n=250
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IBM’s CSR study reveals three major dynamics

= Impact for business: from cost to growth
» Information: from visibility to transparency

= Relationships: from containment to engagement
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Stakeholders are your new brand managers

W aor
B \ BRAND X

Xiamen \

World Business Council for
Sustainable Development

Information &
Visibility =
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The Omni Consumer: informed and empowered

While customer focus has shifted from the product to the full-value
chain...

57% of UK and 59% of US consumers
say the knowledge about the contents
of the food they buy has increased
over the last 2 years*

... businesses have not kept pace

* Source: IBM Online Traceability Survey, 2007
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Exposure is being met by transparency

Increase in exposure and transparency in the past 3 years

8% 1 7505 750 (Percent responses)

70% -
60% -
50% -
40% -

30% -

23%

20% -

10% - 6%
0,
0% 1% 3% -
0% -
Increased No change Decreased Don't know

The number of advocacy groups collecting and reporting information on your industry, enterprise and/or
products in the past three years

i1 Information companies provide on the sourcing, composition and impact of their products, services and
operations in the past three years

Source: IBM CSR Study 2008, n = 250
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Too often relevance is overlooked

= Even those who feel prepared to

meet customer concerns may be

missing the mark

- 63% believe they have sufficient
information about the sources
(including labor) behind their products
& services to satisfy customer
concerns

- But two-thirds of those leaders admit
they don’'t understand their customers
CSR expectations well

How do companies bridge this gap?

Source: IBM CSR Study 2008, n = 250

14
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Customer Knowledge Gap
(Percent responses)

63%

Believe they have
sufficient information
to satisfy their
customer concerns

Of this group, those
that understand
customers’ CSR

concerns well
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It’s better to be open than pried open

Enterprises are adopting “transparency” strategies

More collaborative
governance

Enhanced traceability

Transparency

Data & analytics that
provide one view of the
truth

Platforms for global
stakeholder connectivity
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IBM’s CSR study reveals three major dynamics

= Impact for business: from cost to growth
= Information: from visibility to transparency

= Relationships: from containment to engagement
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Turn on the loyalty and passion of your talent

Don’t leave it to the experts

= CSR leadership attracts and retains
talent

= Employee involvement in CSR
strategy leads to more & better
solutions

= Employees involved in CSR strategy
are best able to capture emerging
customer expectations

Source: IBM CSR Study 2008, n = 250
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Collaboration and engagement with stakeholders is rare

Collaborate Significantly with Stakeholders
(Percent responses)

1
g s

Biz Partners s

37%
Just 17% of companies say

21%
Investors *35% they collaborate and really
i 0% engage with their customers
Community ﬂ 9
30% on CSR
Customers . p————— 5,

Govt Lo%6

25%

All Companies
Bl Companies that understand customers’ CSR concerns well
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Keys to CSR success

= |mpact for business: from cost to growth

- Align and incorporate CSR with your business strategy and apply it across
business functions

= Information: from visibility to transparency

- Implement an information and operational strategy to create more transparent
information sharing with multiple stakeholders

= Relationships: from containment to engagement

- Increase the level of engagement with your employees and then customers
and key constituents
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Appendix
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Supply chain opportunities to address CSR concerns

Suppliers,

Service
Providers *

Manufacturers

Customer

Channels

9 9 Q Q\ Qe

= Design for environment; Total network Supplier compliance & Carbon emissions Low carbon = Responsible disposal

disassembly optimization, integration reductions transportation - Reuse and refurbishing
= Virtual product development  considering service, Alternative energy & Water consumption Reduction in transport = Recycling

V|Sl:a:|za}t|on, simulation & cost, "green” trade-offs carbon offsets reductions miles

rototypin ) .

. D yp_ g CO2 friendly inventory . E|CC & other Lean manufacturing Distribution network

Product-embedded concebts & plannin - . ributic

technology for energy pis & b 9 consortiums Smart packaging optimization

optimization

= Hazardous substance
reductions

= Smart packaging

methodologies

= Compliance

considerations

Packaging & materials
selection

Operations
improvement

Mode/service trade-offs
Logistics optimizing
track & trace
technology
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IBM’s portfolio of offerings in CSR

CSR strategy assessment and
roadmap

= Environmental product lifecycle = CSR benchmarking diagnostic tool
management = Governance Strategy = Workforce transformation
= Environmental scenario modeling Information transparency strategy = Employee Engagement offerings:

= CSR communication strategy

= Green Supply Chain offerings:
- End-to-end supply chain carbon
diagnostic, assessment & footprinting
- CO, optimization for transport & logistics
- Green Sigma™
- Environmental procurement strategy

= Green Data Center offerings:
- Assessment, optimization, design

- ‘Jams’ / collaboration tools
- On Demand Community
= Change / Culture Management
= CSR focused recruitment & retention
= Customer engagement strategy strategy
= Stakeholder management = Diversity best practices consulting
assessment & strategy = Accessibility tools
= Customer collaboration tools
= Strategic philanthropy strategy
= Accessibility tools

- Energy efficient servers & storage » Supplier code of conduct development
= Green / Carbon IT strategy = Property carbon audit + Traceability strategy
= CSR metrics and reporting = PLI Locations Strategy « Virtual supplier auditing

- Environmental / CSR information = Sustainable property portfolio analysis

dashboard = Integrated Technology for building management

= |T asset lifecycle management
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The CSR framework and benchmarking tool identifies gaps in
companies’ CSR strategy and aligns it to drive core business strategy

CSR Strategy Assessment & Roadmap
= Assessment of global CSR activities

= Mapping cost and impact of key drivers to
stakeholders and company's CSR initiatives.

= Portfolio mapping of company's CSR
approach to determine overall CSR profile.

= Roadmap to strategically align company's
CSR objectives to core business strategy

The CSR Benchmarking Diagnostic Tool
= aligned to the IBM CSR Study 2008

= to define your state compared to your
industry, country or revenue and

= to identify gaps in order to invest or divest
and focus your activities

s
16. How effective is your ipany at providing access to edi ion, training and skills to its employees?
Please select.

Integrated ‘ Very effective B

Risk Mitigating

Integration
with Strategic
Objectives ‘
Reactive Forward
Thinking total
NiChe ‘D\iery effective O Somewhat effective O Ineffective
Discrete

Defensive Opportunistic
CSR Posture

100
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Current IBV thought leadership on CSR
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Attaining sustainable gr
corporate social

IBM Global Business Services
|}

e
Mastering carben manage

Bafancmg Irada affs !a .-Jp mize sup

O i

Click in slide show mode to link to: Paper

IBM Global Business Services

Establlshmg trust through Iracaahlllly '
( 2r your brand for toc , l

Click in slide show mode to link to: Paper and presentation

| Better Business Bureau | 6 May, 2008 © Copyright IBM Corporation 2008



http://w3.ibm.com/news/w3news/top_stories/2008/02/gbs_csr_study.html
http://w3-01.ibm.com/services/bcs/km/knowledgeviewportal/kvfeServlets/displayDocument.wss?syntheticKey=Z162294M30717P46
https://www14.software.ibm.com/webapp/iwm/web/signup.do?lang=en_US&source=pep2&S_PKG=IBV_Traceability
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