Sustainability for Competetive IFOC
Advantage e

aaaaaaaa

In Search for Slovenian Path

Dr. Nadya Zhexembayeva
UN Global Compact Slovenia, IEDC-Bled
School of Management & Case Western
Reserve University

A Fashion or Value Add?

Sustainability for Sustainable
Advantage

IEDC - Bled School of Management Sustainability 2




So, we will touch upon

We will NOT talk about
Ethics
Social Responsibility
Philanthropy

What we WILL talk about

Value creation - old forumlas, new
trends & forces

In other words, STRATEGY
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THE Value Shift

Product

Facilities &
Operations

Employees

IEDC - Bled School of Manageme Sustainability 4




THE Value Shift

Declining Resources Increasing Demands

Customers

A
Facilities & ‘

Operations

Capital

Employees
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A Revolution in Business Strategy

Environmental, Health &
Safety
- ISO 14001, pollution prevention,

compliance, EH&S reporting...
- EHS, legal and technical

Societal Issues

T~ Corporate Social
Responsibility (CSR)

- Social audits, philanthropy,
employee and community relations,
CSR reporting...

- HR, legal and PR

Business values, ethics, governance
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a product of
ecomagination
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Sustainable Value

Facilities &
Operations

Employees

Declining Resources
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Increasing Demands
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Capital

IEDC - Bled School of Management

Sustainability 8




Sustainable Value

Declining Resources Increasing Demands
Facilities & - '
Operations S i
Capital
Employees
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Wal-Mart

WAL~MART"

Example: Sustainability goals at s 0w prices. Al

To be supplied 100% To create zero waste  To sell products that

by renewable energy sustain our resources
& environment

m Stores 25% more m 25% reduction in m 20% supply base
efficient in 7 years solid waste in 3 aligned in 3 years
years

m Fleet 25% more
efficient in 3 years

Source: speech by Wal-Mart CEO Lee Scott October 24, 2005 and company internal data
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West-Siberian Metallurgical Combine

(Novokusnetsk, Russia)

e Invented an ecologically clean process for utilization
of used car tires as a source of energy for metal
processing

» Pilot phase - 40 thousand tires

e Patented technology
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Pipistrel

e Built the largest private solar power
plant on the Balkan peninsula

 No air or hard particles emissions, no
CO2 impact

e Thermal heating
¢ High-efficiency air conditioning

e Became officially qualified for production
of electric energy — solar+gas co-
generation
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Sustainable Value

Facilities &
Operations

Employees

Declining Resources

Capital
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Sustainable Value

Employees

Declining Resources

Increasing Demands

Customers

Capital
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Social and environmental efforts started

with traditional community development

efoorts such as an annual Environmental
ay

Went into R&D - new EcoSolar PV roof
panel — an integrated photovoltaic system
that combines a roof and a PV module —
represents a unique product that offers
environmental, economic, architectural, and
aesthetic benefits
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Shaw Industries ["¥shauv|

Where Great Floors Begin

SHAW GREEN EDGE NITIATIVE™ | 002 | Evergreen

Closed-loop cycle

I/ o _["':“.
E‘-’—‘z-ffﬁ* i

Evargren Nylon Recycling

Shaw'i Anid! predusti eairy

tha e & deslgrasion.
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Peace Works

A not-only-for-profit company

Product innovation — ﬁortlng healthful food cFroducts
that are produced by nelg bors on opposing sides of
political or armed conflicts, whose coopera’uve business
ventures are facilitated by the company

Doing business with with Israelis, Palestinians,
Egy tians, Australians, Turks, Indonesians and Sri
ankans

Selling to a conscious consumer
- right positioning
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Risks Shareholder Value Opportunities
+

Enhanced reputation
Product differentiation
Motivated employees
License to operate
Entry into new markets

Customer de-selection
Preemptive regulation
Reputation damage

Fines, penalties o
Loss of market share

Unsustainable Sustainable
(Value Transfer) Value

. Stakeholder
Value

Unsustainable
(Value Transfer)

Source: Sustainable Value Partners, Inc.
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Aligning the Strategy

Declining Resources

{ Raw materials
Performance
| End of life

[ Utilities
{ Maintenance

| Buildings& | Facilities &
. infrastructure | Operation
Equipment

{ Avaitabiity | Employees
| Productivity
| Knowledge & skills

Capital

Brand & Reputation |
Purchasing power
Consumer rights

Markets

Availability
Intangibles !
Investment risks
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Let’s Try

Suggest an opportunity - a
new channel for
sustainable value
creation - for an every day
product
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Drink2Wear — new line of
apparel by Coca-Cola on TRASH
sale at Wal-Mart
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As a means of concluding:
Sustainability for Competetive Advantage

Sustainable Value creation is not about creating a
new business strategy, but instead using social
and environmental opportunities to enhance the

existing strategic strengths — and, ultimately,
performance - of your company
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As a means of concluding:

Sustainability for Competetive Advantage

Your Thoughts?
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Thank you!

Nadya Zhexembayeva

Nadya.Zhexembayeva@iedc.si
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