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My perspective

As a teacher - at the University of California
Berkeley Haas School of Business

As an advisor - to insurgent entrepreneurs and
iIncumbent executives

As a participant - entrepreneur, public official, lawyer
and investor

AS an American observer



The headlines of my talk

Social enterprises are not new

What is new are the expanding expectations society has for
ITs enterprises

As a result, we are moving from “business as usual,” beyond
"corporate social responsibility” to new SE business models
that reflect new sets of relationships and responsibilities for
both resources and results

Many opportunities and challenges lie ahead for players,
whether they approach this fopic offensively or defensively

The groundrules are being rewritten daily. . . (thats why
I'm using a blackboard for this presentation)



Social Enterprises are not new

@ Corporations are, by definition, "social enterprises”
@ Created by the state, not God
@ Given unusual powers on behalf of society

® Therefore, accountable to both their owners and
creators

@ The question is: for what?

. . . or whats the balance between the "'S” and the “"E“?



In the beginning . . .

@ Man created corporations by charter/law
@ Granted super-human powers:

@ unlimited life

@ limited liability

@ self governance

@ separate idenftity

@ ...+ human-like status as "persons”






“For what?”:
.E Deal 1.0

Make money for your owners

Make as much as you can

Produce whatever you want however you want to
Pay whatever you can get away with

Use whatever you can get for free



Capitalism 101

Rule #1: Externalize costs
Rule #2: Internalize profits

[Rule #3: for as long as you can]

Q: What's the definition of a “capitalist”?



Quote 1.0

W

. . . while the law of competition
may be sometimes hard for the

individual, it is best for the race,
because it ensures the survival of
the fittest in every department.”

- Andrew Carnegie



There have always
been exceptions

‘..Ec",‘"t.' | ._.—":. > --
® Robert Owen at his New Lanark, Scotland mill:

@ phased out child labour

@ established progressive schools, including world's first
nursery school

@ ran the village store for the community’s benefit
(regarded as the cradle of the co-operative
movement)

@ prices kept low by bulk-buying, and profits helped
meet running expenses of the schools

. .. In the early 1800s






“For what?”:
sE Deal 2.0

Make money for your owners

Make as much as you can

Produce whatever you want more or less how you want to
Pay “fair wages” to get a stable workforce

Dont ask, dont tell

Obey the law

Do no more unless you want to



Quote 2.0

“The business of business is
business!”

- GM President Alfred T. Sloan, Jr.



Some difficulties with 2.0

@ Corporations create many different types of

externalities that impose real costs on other players
In society

@ Claiming that you “play by the rules” is not convincing
when you have a greater ability to set those rules
than other people affected by them

@ Increasingly, simply “obeying the law” is not sufficient
to a public concerned about broader views of social
well-being, immediate fairness or longer range
worries about global sustainability



Social Enterprises
3.0

Corporate Social Responsibility



“For what?”:
SE Deal 3.0

Make money for your owners

Make as much as you can consistent with your responsibilities
to all stakeholders

Do business “the right way”
Offer employment setting worthy of a committed workforce

Ask and tell

Obey the law +

Do more unless you can't



Quote 3.0

"Corporate social responsibility is a
hard-edged business decision. Not
because it is a nice thing to do or
because people are forcing us to do
it... because it is good for our business”

- Niall Fitzgerald, Former CEO, Unilever



The excepftions are gradually
becoming standards

@ Danny Wegmans supermarkets:
® 47% of Wegmans' 31,000 employees are unionized

@ Everyone earning less than $55,000, including
butchers and stock boys, gets substantial benefits:
full medical coverage, a retirement plan under which
the company matches employee contributions 50 cents
to the dollar up to the allowable ftax limits and a
defined-contribution retirement plan funded by the
company.

@ Part-time high school cashiers and baggers can earn
a scholarship bonus of up to $6,000 over four years



More examples
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Moving from defense to
offense

@ 3.0 companies beginning to generate powerful brand
equity and often superior shareholder returns by
leveraging their SE credentials

@ 3.0 behavior takes many forms:
@ Community philanthropy: Target Stores’ be % eoop

@ Operations innovation: Walmarts Sustainability g
o
Campaign: ...

 Corporate philanthropy: | I

@ Even 2.0 firms are becoming more 3.0-conscious, e.g.,
Ford Moftor



One view:
Filling in the middle

—————————————

RO New SE :
Models
4 4 ' \

Traditional | Nonprofit Corporation| Traditional
Nonprofit | + Income + CSR For-profit
\ J\ AN VAN . J
Purpose: Social Valtixe Creation Purpose: Econémic Value Creation

————————————————————————————————————

Doing Business To

Support Social Programs Doing Well By Doing Good

Adapted from “Social Enterprise Typology” by Kim Alter, Virtue Ventures LLC, 2006 and
its version of Etchart, Nicole and Lee Davis, "Profits From Nonprofits,” NESsT, 1999.



Soclal Enterprises
4.0

expanded
The Dlew Frontier: Beyond CSR



“For what?”:

SE Deal 4.0

Do no harm

Give back more/make it better

Make enough money but distribute it fairly
Disclose what youre doing and its impacts
Ask, tell and improve/figure out new questions
Share what you know and own

Lead the law; dont just follow it



Emerging global standards

Human Rights

1: Businesses should support and respect the protection of internationally
proclaimed human rights; and

2: make sure that they are not complicit in human rights abuses.

Labour Standards
3: Businesses should uphold the freedom of association and the effective
recognition of the right fo collective bargaining;
4: the elimination of all forms of forced and compulsory labour;
5: the effective abolition of child labour; and
6: the elimination of discrimination in respect of employment and occupation.

Environment
7: Businesses should support a precautionary approach to environmental
challenges;
8: undertake initiatives to promote greater environmental responsibility; and

9: encourage the development and diffusion of environmentally friendly
technologies

Anti-Corruption
10: Businesses should work against corruption in all its forms, including
extortion and bribery.



New cultures
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New models

The power of one collective voice. The change we seek 1s happening right here, nght now.

Corporation

Setting the new corporate
standard for social and
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New expectations
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ew metrics
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New forms of reporting

"Publishing a statement of accountability is
necessary, but not sufficient. If we write a report and fail

to initiate a conversation, we have missed an oppor’runl’ry%
And if our report represents our only venue for

engagement, then we have failed. An engaged community-
a convening of stakeholders committed to environmental
stewardship, community strength, global human dignity,

and the quality of life for our workers and those citizens
with whom we are privileged to serve-is my intent. Our
process of reporting is not "us" to "you". This report is a
forum for you. React, respond, challenge, commit. I commit
back to you that we will listen and act.”

- Jeffrey Swartz, President and CEO of The Timberland Company, from the 2006 CSR Report




New patterns of philanthropy

$31B

"What can be more logical, in
whatever you want done, than
finding someone better
equipped than you are to do it?
Who wouldn't select Tiger
Woods to take his place in a
high-stakes golf game? That's
how I feel about this decision
about my money.’

1% of profits AND equity (3M shares initially) Fe(elole{fcXe]f

}\) using the power of a
V)

forum to connect ideas,
needs & resources

WILLIAM ] CLINTON FOUNDATION



Quote 4.0

"If they [companies] believe they are in
business to serve people, to help solve
problems, to use and employ the
ingenuity of their workers fo improve
the lives of people around them by
learning from the nature that gives us
life, we have a chance.”

- Paul Hawken



So where do we/you go
from here?



Three choices

@ Watch

@ CopyCopyCopyCopyC

@ Leapfrog



The parable of
the plastic bag

e A% | P
Public Enemy
(0 v Cradle2Cradle
O‘ plastics

Cradle2Grave

Productivity

http://www.youtube.com/watch?v=PSxihhBzC jk



http://www.youtube.com/watch?v=PSxihhBzCjk
http://www.youtube.com/watch?v=PSxihhBzCjk

Confronting the flip
sides of capitalism

@ Prosperity vs Disparity
@ Opportunity vs Despair-ity

@ Private Initiative vs Public Imperatives



The convergence of
consequences

@ Global Warming: the ultimate Darwinian test
of our usual "business models”

@ Terrorism: the triumph of fear and hatred in
the absence of opportunity and hope

@ Poverty: the unfulfilled challenge and
untapped opportunity for social enterprises
In the 21st century



Accountability: to whom?
for what?




Leadership matters

"My Lords, a corporation is an abstraction. It has no
mind of its own any more than it has a body of its own; its
active and directing will must consequently be sought in

the

, the very ego and
centre of the personality of the corporation.”

Lord Haldane in_Lennard's Carrying Co Ltd
v Asiatic Petroleum Co Ltd [1915] AC 705




So does motive

@Platform
@Profit
@ Pedigree
@ Personality
@PRomises
@Police
o Pity
@ Peril



Many options available

@ Tithing/corporate philanthropy
@ "Fairness” preferences: hiring, purchasing, etc.

@ Resource sharing: "free time” for workers, co-
located facilities, shared purchasing discounts, etc.

@ Co-venturing/new venture formation
@ Societal impact audits & reporting

® Corporate transformation



5 new models to consider

1. Open Source: a profoundly different way to think
about what's yours and whats mine

2.User Generated Content: redesigning the
relationship among producer, distributor and consumer

3.0rganic: rethinking why we do what we do

4.Cradle2Cradle: designing out problems

5.Sustainability: probably a bigger challenge and
opportunity than the quality movement




2 things to do if you'e still
wondering what to do?

1. Get outside! - Talk with people outside your
company who are affected by what you do and how
you do it. Listen to their concerns. Ask yourself how
they would do things differently, and whether you
should.

2.Go inside! - Ask yourself what your company could
do that would make you proudest for your kids or
parents. What will be your legacy as a leader?



a final thought . ..

"Under capitalism man exploits man;
under socialism the reverse is true”

- Polish proverb
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