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Executive
Summary

This paper originated in the Business Sustainability in
Emerging Markets (BSEM) project at Nanyang Center for
Emerging Markets (CEM). BSEM views sustainability from
the social, ecological and financial perspectives of the
triple bottom line, and believes that the survival and
development of current and future generations

will require integration of these elements.

Sustainability in the business world rests on the design
and implementation of the models, strategies, structures,
and processes that enable sustainable business opera-
tions. Our understanding and practice of business sustain-
ability expanded in this new century, far beyond earlier
trends for “going green” and corporate social responsibility
(CSR).

These earlier trends led to today's creating shared value
(CSV) discussion. Professors Michael Porter and Mark
Kramer introduced the CSV concept in the Harvard
Business Review, ?applauding CSV as a driver of transi-
tion in the capitalist system. CSV goes beyond CSR,
systematically embedding social value in the business
model and operations in pursuit of the joint growth of
financial performance and social impact.

Viewed as a path to incorporate social needs in the core
aspect of the business, CSV resonates with converging
trends across social categories. In 2018, the founder &
CEO of Blackrock Larry Fink urged companies to serve

a social purpose and make positive contribution to society
to receive Blackrock's support.” Business Roundtable,

an association of CEOs for America's most prominent
companies, recently declared that maximizing sharehold-
er profits are no longer the primary goal of corporations.*
Outside the traditional business community, the social
enterprise movement is sweeping the world, as business
and social pioneers adopt and adapt business models

to solve social problems.

Despite acclaim for CSV and related concepts, some
remain critical.” ° The thorny issue of how to effectively
manage the process of simultaneously creating social and
business values remains a puzzle. This report aims to
untangle the complexity of managing CSV by shedding
light on three fundamental questions: 1) What is CSV
capability? 2) Why do managers develop CSV capability?
3) How can managers develop CSV capabilities to achieve
their goals?
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unleash a wave of innovation and growth. Harvard Business Review, January-February: 63-77.
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5 Crane, A, Palazzo, G., Spence, L. J. & Matten, D. 2014. Contesting the Value of Shared Value.
California Management Review, 56.
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This report aims to untangle the complexity
of managing CSV by shedding light on
three fundamental questions:

1 2 3

What is CSV Why do How do managers
capability? managers develop CSV capa-
develop CSV bilities to achieve
capability? their goals?

To answer the “what" question, this report builds on
analysis of the best practices and challenges of 42 leading
CSV players in ASEAN and South Asia countries. This
provides the basis for our working definition of CSV capa-
bility. CSV capability describes managers' abilities to
develop, implement and adapt organizational activities

to achieve shared value optimization.

The “why" for CSV capability is straightforward. Traditional-
ly, for-profit companies seek to maximize business value,
while nonprofit organizations (NPOs) seek to maximize
social value. Managers develop CSV capability to achieve
shared value optimization (SVO). SVO involves continuous
growth in the aggregate value of social impact and busi-
ness performance. SVO also allows necessary tradeoffs
between them in order to balance and rebalance social
and business values. CSV capability therefore pursues
continuous value growth based on sustained social-busi-
ness balance.

The *how" question is far more difficult. Achieving SVO is

a formidable task, which requires managers to develop
distinctive capabilities not found in traditional for-profit
companies or in NPOs. Managers must subtly balance
social and business value. Ideally, these values support
one another, while in other cases trade-offs are necessary.

This report presents a 4A framework of CSV capability,
which explains approaches to achieving SVO and shows
how managers develop and execute CSV capability by
accomplishing four interrelated tasks—avoiding destruc-
tive tradeoffs, adapting to internal and external changes
through constructive tradeoffs, accruing competitive
advantages through synergies, and aligning CSV capabili-
ties with SVO.

As CEM's first public deliverable of the BSEM project, this
report starts a journey of annual surveys and research
publications focused on building CSV capability. It results
from a partnership formed by CEM with leading business
schools, nonprofit organizations and companies in eight
ASEAN and South Asia countries that share an interest in
generating rigorous practical knowledge on business
sustainability.
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Understanding
the CSV Category

This paper originated in the Business Sustainability in Emerging
Markets (BSEM) project at Nanyang Center for Emerging Markets
(CEM). CEM views sustainability from the social, ecological and
financial perspectives of the triple bottom line. The emergent
CSV movement focused mainly on business opportunities that
would derive competitive advantages by addressing social
issues. This view has roots in earlier discussions about the
potential contribution of CSR to financial performance,” ®

the instrumental value of stakeholder managementgand the
business potential of social innovation to serve the disadvan-
taged.*®* The CSV movement's call to simultaneously create
social and business value differentiates it from traditional
corporate philanthropy and CSR.

CSV's increasing popularity may transform the way people think
about and do business. This outcome is inevitable if CSV
expands its scope to accommodate varied organizational forms
and models. Managers must create both value types while they
seek ways to balance these values. Clarifying different types of
social-business balances and developing distinct managerial
capabilities will help address criticism of the inherent social-
business tensions in CSV, such as continuous struggles between
companies and stakeholders over limited resources.

This report draws on the experiences of CSV practitioners whose
activities fall broadly into one of three organizational categories.
The first category includes companies that carry out Strategic
CSR (SCSR); next triple-bottom-Lline (TBL) businesses that
embed social value in the business model and pursue the
interests of a wider range of stakeholders beyond shareholders;
the final category includes social enterprises (SE) that prioritize

a social goal and adopt a business model to serve it.

AlLCSV practitioners who contributed to this report adopted

a sustainable business model. This model allows social and
environmental values and concerns to shape and drive,

rather than supplement, a company's business operation

and decision-making® At the same time, the substance of these
models is diverse, ranging from utilizing business tools to serve
prioritized social goals to pursuing profits that can produce
positive social change.
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SCSR refers to company use of its business resources and
competencies to address social or environmental issues.

This might take the form of a company's CSR projects, social
venture investments or foundations. Expectations that such
effort will serve strategic interest and contribute to improving the
market competition motivate such firms. Examples include IBM's
Corporate Service Corps program™“and Goldman Sachs' 10,000
Women program.”®

A triple bottom line business embeds the TBL model in its
strategy and business operations. Its business model treats
social, financial and environmental values as equally important
drivers for business growth and as criteria for evaluating business
success ® Y While many businesses might self-claim TBL status,
regulatory, administrative or certification agencies govern certain
TBL enterprises. These must comply with the TBL goal to serve
the interest of a broad range of stakeholders, versus maximizing
shareholder value. Examples of formally regulated TBL business-
es include the Low-Profit Limited Liability Company (L3C)*® and
Benefit Corporation19 in the US and the Community Interest
Company “°in the UK.

SE is a business type that trades to meet a social purpose.*

SE adopts a business model to sustainably serve the prioritized
organizational goal of solving social problems. SE includes
social purpose companies (SPC) and social businesses (SB).*
SPC has flexible profit distribution policy, while SB prohibits
profit distribution to shareholders. Examples for SPC include
d.Light** and Barefoot College** Examples for SB include
Grameen Danone Food Limited **and Technology for

Social Impact.?®

Companies in different CSV categories have different understand-
ings of social-business balance and how to manage it. Under-
standing differences across CSV categories is a prerequisite for
developing category-specific CSV capabilities that fit organiza-
tional goals.

Table 1 summarizes key features of the social-business relation-
ship in different categories.

Table 1: Social-Business Balance in Different CSV Categories

Social value's
position in
business operation

Type of social

and business
value priority

Strategic Business

CSR priority

Treating social value
creation as of strategic
importance to serve
the business goal

Separate

CSR projects,

social venture
investments or
foundations
separate from other
parts of the business

Equal priority Embedded
Treating social value Highly integrated
creation as an inherent  efforts throughout
part of business value  different parts of

creation the strategy and
the business
operation
Social Social priority Dominant

Enterprise Treating business value The business is
creation as the means  devised and
to serve the social goal operated to serve

the social goal
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The Goal:
Shared Value
Optimization

CSV practitioners seek neither to maximize business value nor
social value. Figure 1 illustrates a spectrum of value creation
goals. Traditional for-profit companies that rarely carry out
philanthropy, companies that do philanthropy on a casual basis,
and companies that conduct more formal and regular but rarely
strategic CSR activities focus mainly on their goal to maximize
business value. Traditional non-profit organizations (NPOs) seek
to maximize social value. CSV practitioners attempt to achieve
shared value optimization (SVO).

Figure 1. Spectrum of Value Creation Goals

Business Value
Maximlisation

The CSR director of a food company explained his view of the
social-business balance, "Addressing business goals are our
prime objectives... We can say that social goals cannot constrain
business growth, but social goals should not face constraints
due to pursuing business goals either.”

SEs feature impact-oriented shared value optimization (IOSVO).
They adopt business models and generate business value to
serve the prioritized social goal continuously. They focus
resources on growing social impact as long as they are able

to generate revenues to recover expenses and hence sustain the
business operation. A SE pioneer in the education industry
described the social-business balance that represents IOSVO in
the category. The cofounder said: "We make sure the project will
not shift us away from our larger goal for creating social impact.
Definitely, the social impact we want to get sometimes comes at
the cost of profitability, but it holds both values.” Maintaining the
IOSVO can lead to tough choices. SEs may need to compromise
social impact for business sustainability, while avoiding conflicts
among internal and external stakeholders due to concerns
regarding mission drift.

The chief operation officer (COO) for an SE pioneer describes its
transition from an NPO to a SE, “In the last four years, we have
learnt that social impact comes at a cost. We have transitioned
to become a profit-making business. However, we have chosen
to be a social enterprise..We have moved from providing
products for free to creating products that can sell.. We put
together all teams and asked them what they wanted to see us
to be. The common answer was that we wanted to exist for at
least another 50 years, rather than as an NPO for 10 years.
Then, we need to do things that can generate revenues”

Shared Value
Optimization

Social Value
Maximlisation

Traditional Traditional
Philanthropy CSR

For-Profit

Shared value optimization pursues growth in the aggregated
value of social impact and business performance. Sustained
growth requires identifying and facilitating tradeoffs needed to
sustain the target level for social-business balance. CSV practi-
tioners surveyed for this report recognize that overemphasis of
either social or business value is likely to reduce aggregated
value.

SVO as the goal of CSV activities differentiates them from
traditional for-profit companies and nonprofit organizations
(NPOs). The latter tends to maximize one type of value and
depreciate or reject the other type. For traditional for-profit
companies and NPOs, pursuing both values will generate
internal conflicts that impair their capability of maximizing
either value.

Each CSV category has a distinctive understanding of what it
means by SVO. Companies conducting SCSR feature business-
oriented shared value optimization (BOSVO). They use business
expertise and resources to serve the prioritized strategic goal
of the business and generate social impact.

Strategic

Triple-Bottom Social
Line Business Enterprise

TBL businesses feature embeddedness-oriented shared value
optimization (EOSVO). They aim to increase business value by
embedding social value and broader stakeholder interests in

the business model, rather than by pursuing shareholder interest
maximization. TBL businesses pursue doing good as a viable
business model. They challenge the dominance of profit-driven
business models.

They differ from SCSR as they do not treat social value merely

as a means to the end of achieving strategic business benefit.
Instead, they treat a social cause as an inherent part of doing
business, and a source of business growth. For example,

the founder of a TBL pioneer in the food industry explained her
sales strategy to ensure profitability without compromising social
impact, “We do not profit on packages..If customers only pay

for the inside, we still make 40% margin for inside, which is good
enough..We try to expand our products not because there is a
bigger market but because our products are doing social good.”



EOSVO is also different from the SE category since its primary
purpose is not about using business as a means to solve social

Figure 2 shows the relationship between the SVO goal
and CSV capability.

problems. TBL businesses' social impact does not necessarily
come from serving the disadvantaged population or addressing

widespread social sufferings. A large part of their social impact
lies in improving the welfare of a broad scope of stakeholders,
including consumers, employees or suppliers in addition to

shareholders.

Figure 2. Shared Value Optimization
and CSV Capability

Achieving

CSV categories and their SVO goals represent ideal types.

In reality, an organization may contain subsidiaries that reside

in different categories, or even migrate between categories over
time. For example, the Danone Group falls in all three categories.
The group conducts strategic CSR, launched a social business
in collaboration with Grameen Credit Agricole in Bangladesh,

Category-Specific
Shared-Value
Optimization

Category-Specific
CSV Capability

and certified its North American business as a TBL B Corpora- Goals

tion. CSV practitioners contributing to this report are a good fit
for their category.

Table 2 provides sample evidence for the three SVO goals.
The SVO goalis both the beginning and the end. Clarifying the
Category-Specific SVO and building internal consensus about
this goal s a critical starting point that guides the subsequent
development of CSV capability aimed to achieve this goal.

Table 2: Category-Specific Shared-Value-Optimization Goals

Company

SVO Goal

Interview Quotation

SCSR1

SCSR 2

SCSR 3

SE1

SE 2

SE3

TBL1

TBL 2

TBL 3

Business-Oriented

Business-Oriented

Business-Oriented

Impact-Oriented

Impact-Oriented

Impact-Oriented

Embeddedness-
Oriented

Embeddedness-
Oriented

Embeddedness-
Oriented

“Our business goal also has a social element...
Good CSR has to support the business agenda.”

“The business goal must come with a social goal... This [social value's contribution to the business]
gives us more confidence that we should focus more on social value as well”"

“The way we do business is unless you make a better world, you can't do business...
Any CSR project must have business impact.

“Our business goal is not to make a huge profit or to be a market leader. Our main goal is the social goal
which is to provide employment through sustainable business model”

“Our business goal is brutally capitalist to growth, with a focused social goal...
Growing business means supporting the social aim.

“We cannot forget that the impact part is our first goal.
We need to build the business so as to build impact”

“What we sellis the service that at the same time can impact
the society. So, it does not have to be which one comes first”

“I do not think we will compromise our social mission because | do not want to call it social practice,
I want to call it business as usual... If it is in the business, you do not need CSR"

“We never identify ourselves as a social business, it is a business with a proportion of social work...
We use social impact as a major selling point.”



Developing

CSV

Capability

This report defines CSV capability as managers' abilities

of developing, implementing and adapting organizational
activities to achieve shared value optimization. CSV capa-
bilities manage tradeoffs and synergies. A tradeoff is by
definition a win-lose situation, while through synergy,

all actors may be able to gain. CSV practitioners face

many social-business tradeoffs. These tradeoffs arise when
generating one type of value will compromise generation
of another. For example, a company may worry that spend-
ing on CSR will reduce short-term or long-term business
value; a social enterprise may believe that a focus on
increasing business value will disrupt its commitment

to vulnerable beneficiaries.

Synergies enable activity that generates social value to
help generate more business value, and vice-versa.
Synergies maintain social-business balance while facilitat-
ing the growth of the aggregate value. They are the key
sources of CSV practitioners' competitive advantages,

as this report will show in detail in the next sections.
Therefore, like tradeoffs, synergies are core managerial
factors for achieving SVO.

A social-business tradeoff can be either destructive or
constructive, depending on whether it impairs or serves
the SVO goal. Destructive tradeoffs jeopardize an organiza-
tion's capability to achieve its SVO by enabling one value
to dominate. For example, when a company donates to

a social cause while ignoring internal concerns over the
resulting impact on business sustainability, a destructive
tradeoff takes place. When a social enterprise experiences
mission drift and turns into a for-profit company, the
organization experiences a destructive tradeoff. Continuing
destructive tradeoff is likely to generate lasting conflicts
and distrust among organizational members, organization-
al performance decline and perhaps threats to organiza-
tional survival. Analysis of experiences of 42 CSV pioneers
revealed three types of destructive tradeoffs: internal
expectation, external stakeholder and growth.

An internal expectation tradeoff occurs when organization-
al members have conflicting expectations of the priority of
the social versus business value. This conflict threatens the
capability to achieve SVO.

An external stakeholder tradeoff takes place when external
resource provider expectations, for either business or social
value, compromises an organization's capability to achieve
its SVO. This destructive tradeoff emerges in three scenari-
o0s: 1) stakeholder-SVO tradeoff; 2) inter-stakeholder
tradeoff; or 3) resource-splitting tradeoff.

In the first scenario, the key resource provider does not
commit to an organization’s business or social goal. As a
result, an organization that focuses on one value type is
less likely to gain support from a resource provider who
focuses on another type. An example is when major
customers or business partners do not want to pay for

a company's social mission. In the second scenario,

an organization struggles to simultaneously meet different
resource providers' conflicting expectations. For example,
a company’'s commercial investors and nonprofit partners
may have conflicting requirements on the target level of
social impact. In the third scenario, an organization needs
to split resources to cater to different stakeholders'
demands. This effort distracts the organization from
achieving SVO.

A growth tradeoff occurs when pursuing the growth of one
value will compromise the growth of the other. For exam-
ple, for-profit companies typically worry that spending
resources on social and environmental issues will slow
business growth.

Constructive tradeoffs serve to sustain or reinforce the
SVO goal, by providing flexibility to adjust the relative
importance of social and business components in opera-
tions to reach an acceptable level of aggregate shared
value. For example, a SCSR company can reassign
high-performing employees from the R&D department
to a social initiative that might eventually develop into new
business opportunities. A SE may focus on strengthening
penetration in the bottom-of-the-pyramid (BOP) market
and refuse to increase service price to improve profitabili-
ty. ATBL business may invest limited human resources in
working for both for-profit and nonprofit clients even
though she has the resources needed to focus on busi-
ness clients to increase profitability. The constructive
tradeoff enables an organization to rebalance social and
business values in response to internal and external
changes that disrupt this balance.



CSV capability integrates operational and adaptive sub-capabilities. To achieve SVO, managers must develop operational
capability that avoids destructive tradeoffs. The 42 CSV pioneers have developed operational capabilities through devel-
oping, implementing and adjusting five key organizational activity areas. They include: recruitment, training, performance
evaluation, external stakeholder engagement and growth strategy. Section 4 elaborates how CSV pioneers' operational
capability in these areas avoids destructive tradeoffs. Managers develop adaptive capability to manage constructive
tradeoffs to deal with changes that may threaten achievement of the target SVO. Section 5 shows how adaptive capability
works. Managers also need to actively build and manage synergies to accrue competitive advantages that facilitate the
growth of aggregated value. Section 6 shows the details. Figure 3 shows tradeoffs and synergies as core managerial
factors for achieving SVO.

Figure 3: Tradeoffs and Synergies as Core Managerial
Factors for Achieving Shared Value Optimization
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This report maps a thorough analysis of CSV pioneers' lessons and experiences to a 4A framework in Figure 4. The 4A
framework shows that, to achieve the category-specific SVO goal, managers need to develop and execute CSV capabili-
ties to accomplish four interrelated tasks—avoiding, adapting, accruing and aligning.

Figure 4 contains three key messages. First, CSV capability is tailored. Managers need to clarify their CSV category and
SVO goal and align capability development and execution with the SVO goal. Second, CSV capability is comprehensive.
Managers need to avoid destructive tradeoffs that compromise the social-business balance, while continuously manag-
ing constructive tradeoffs to address internal and external changes that threaten the balance. Third, CSV capability is
competitive. Managers need to build and manage synergies in the above processes to accrue competitive advantages.

Figure 4:
A 4A Framework of CSV Capability for Achieving
Shared Value Optimization
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Avoiding
Destructive
Tradeoff

Destructive tradeoff describes the social-business tradeoff that
leads to the predominance of one value to the detriment of the
other, which reduces an organization's chance of achieving SVO.

4.1 SCSR Company Operational Capability
and Tradeoff

Table 3 summarizes how specific operational capabilities avoid
destructive tradeoffs in the SCSR category.

Table 3: SCSR Company Operational Capability

Operational Capability

Organisational Activity

Recruitment

Training

Evaluation

External Stakeholder Engagement

Growth Strategy

4.1.1 Avoiding Internal Expectation Tradeoff

Versatile-skill-focused recruitment. CSV pioneers' effort to avoid
internal expectation tradeoff starts with recruitment. Instead of
focusing on mindsets and skills specific to doing CSR, they tend
to recruit staff who accommodate both social and business
values and can comfortably communicate both values with
other parts of the organization. The general manager of sustaina-
bility in a diversified conglomerate explained: “Recruitment is
more about skills that matter..People in the sustainability
department can move to the core departments in the group if
they want and they can communicate in their language and
style..[At the same time,] they also need to [have social value tol
communicate with the community, the government official, etc.”

Decentralized value-based recruitment. Some SCSR pioneers
have empowered different business lines to recruit people on
their own according to both business demands and social value.
This recruitment approach reduces the potential tension that
takes place due to different value priorities among organizational
members. A large commercial bank is committed to the mobile
banking business that serves the unbanked rural population.

A senior executive explained how they decentralized value-
based recruitment: “We build a value centered approach that
brings more accountability and responsibility to senior and
middle management. The general managers of different
business lines go out and hire their own sales force... So, people
who join the company have the right mindset.

® \Versatile-skill-focused recruitment
® Decentralised value-based recruitment

® Impact-oriented peer training

® Business-oriented and synergy-based evaluation
® Non-intrusive CSR evaluation

® CSR-driven partnership development
® Signaling CSR’s business orientation

® Business-oriented and synergy-driven growth

Impact-oriented peer training. SCSR leaders have relied on peer
training to socialize social value throughout the company.

Alarge food company addresses multiple sustainability develop-
ment goals. The CSR director introduced that: “When we provid-
ed training to our work force in the field of nutrition and Sexual
and Reproductive Health and Rights, first we sensitized middle
management, then peer educators were selected from the
mid-management and supervisor level who will train others.

Business-oriented and synergy-based evaluation. SCSR pioneers
carefully incorporated social value into the evaluation systems.
An effective approach for avoiding internal expectation tradeoff is
to develop performance indicators of business value that
support social-business synergy. This means a company focuses
on measurable components of CSR that can inherently serve the
business interest, and thus receive further business support. A
large retail chain's corporate affairs director made it clear that:
“We have to identify the real cost driver and the silver bullet
[when evaluating CSRI. It should impact both business and social
goals. For example, if we solve the plastic bag issue, then we
help externally and internally by saving costs..\e use a lot of
plastic bags, let's say reducing 10%, it is a lot of money.”

Avoided
Destructive Tradeoff

Internal
Expectation
Tradeoff

External Stakeholder
Tradeoff

Growth
Tradeoff

Non-intrusive CSR evaluation. Large companies feature complex
bureaucracies and department interests that contain the risk of
the internal expectation tradeoff. SCSR pioneers resorted to a
nonintrusive approach that incrementally includes CSR elements
into evaluations without disrupting the core measurement
system. A large conglomerate’s sustainability manager
explained: "Right now we do not have the social goal focus in the
evaluation system [at the company levell. One of the reasons is
that the awareness is still low..Initially, we may make it ICSR] as
some kind of extra marks or bonus marks. If you directly put
them into the core measurement, it will change the system,
changing the system requires time. The evaluation criteria need
to be changed gradually.”

4.1.2 Avoiding External Stakeholder Tradeoff

CSR-driven partnership development. SCSR pioneers adopted
dual approaches to avoid external stakeholder tradeoffs. SCSR
pioneers first rely on CSR to develop and strengthen the relation-
ship with external partners with whom they jointly develop a
differentiated market position. The general manager of sustaina-
bility of a conglomerate described their approach to partnership
development: “We deal with other companies’ development
departments. We publish sustainability reports so they see us

as the type of organization they can work with.



For example, when we do CSR, we work with UNICEF, and other
companies come up. They see the brand of UNICEF. They see
the social and environmental perspectives in our work that can
differentiate them.”

Signaling CSR'’s business orientation. At the same time, SCSR
pioneers explicitly signal to shareholders, investors and partners
about their prioritized business goal when they do CSR. The
corporate affairs director of a large retail chain explained:
‘Sometimes we have to decline [CSR projectl applications
because their focus does not fit with our business agenda..\We
need to have a realistic conversation. For example, a large
international organization is one of our business partners. They
have many agendas. For some agendas, we can help them very
quickly. Other agendas may be important, but we have little role
to play. You have to have an open conversation with your partner
on this..The government wants us to not give any plastic bags to
customers any day of the week. But we can only do two days a
week. We only do things we can deliver'

4.1.3 Avoiding Growth Tradeoff

Business-oriented and synergy-driven growth. SCSR pioneers
focused on the areas of social-business synergies in CSR to
drive business growth. This helps avoid the growth tradeoff
because CSR becomes a key driver of business value genera-
tion. The general manager of sustainability in a conglomerate
explained how the synergy facilitates growth: “We have a female
supervisor program. e did a survey and found out that women
are 2.9% more efficient when they are made supervisors. When
we recruit supervisors, we did an analysis, we found out that
female supervisors are more efficient than average employees.
For 2.9% percent, it means 150 more pieces per day per produc-
tion line. If you count the entire year, that is over 5,000 pieces
coming in. If you count 2.5 USD which is the average price, it is
1.47 million USD.. | believe in expansion through these
programs..The moment we stop expanding, there is a higher risk
for us. If you struggle by 2020, some new organizations will
come up and take over. We will move from no. 1 to no. 2 to no. 10
then get out of the market”

4.2 Social Enterprise Operational Capability
and Tradeoff

Table 4 summarizes how operational capabilities avoid
destructive tradeoffs in the SE category.

Table 4: Social Enterprise Operational Capability

Avoided
Destructive
Tradeoff

Organisational
Activity

Operational
Capability

. ® Beneficiary-oriented recruitment
Recruitment e socialising the fresh

* Synergy-based recruitment Internal

Training e Impact-oriented immersion training Expectation
® |mpact-oriented responsive training Tradeoff
Evaluation ® Impact-oriented and synergy-based
evaluation
External ® Cost-recovery-oriented evaluation External
Stakeholder e Impact-driven partnership Stakeholder
Engagement development Tradeoff
e Impact-oriented and
Growth synergy-driven growth Growth
Strategy Tradeoff

® Scale-economy-based
social value growth

4.2.1 Avoiding Internal Expectation Tradeoff

Beneficiary-oriented recruitment. SE pioneers have distinctive
mindsets and approaches for recruiting people. Some seek
candidates who can get along with beneficiaries and serve their
interests. This criterion helps normalize internal expectations.
The cofounder of an SE pioneer that enables poor farmers to
overcome income variability clarified: “The main issue is not what
skillsets we look for, but it is farmer-oriented. People who have
good attitude to work with farmers and who are able to maintain
the relationship with farmers are whom we look for... \We set up
values and ask qualitative questions. Most people we hire have
to go through what we call field-visit interviews, they talk with
farmers, get feedback and come back..Even if they are not sup-
posed to deal with farmers. They need to have the attitude to
emphasize the farmer group and keep farmers at the center

of their thinking"

Socializing the fresh. SE pioneers prefer recruiting fresh people
with strong social values. They tend to downplay hard skill
requirements. This tactic helps unify internal expectations. One
SE pioneer has a mission to provide clean drinking water to the
poor and protect them from arsenic contamination. The project
director said: “We should hire people with strong willingness to
work and eagerness to learn. Specially, younger people of 22-35
years old should be hired more. Over 35 years old, people have
more family and social responsibilities which may constrain him
or her to work and learn freely.

Synergy-based recruitment. Some pioneers avoided internal
expectation tradeoff by attracting people who sought challeng-
ing and rewarding jobs aligned both to social and business
values. One SE pioneer provides software-based products and
services to address education sector problems. Its COO said:
‘Solving the new problem is what motivates people to come to
us. Our communication with employees is all about how to solve
the problem. We have a huge business impact also. We are
looking at 500 million people who are under 30 years old in the
country. They [job candidates] understand that when we are able
to get the social impact, the business and profitability is going

to follow."

Impact-oriented immersion training. SE pioneers provided
training to align new organizational members to the beneficiaries’
context, and evaluate training outcomes in terms of how well
they work with the disadvantaged. A SE pioneer producing and
selling handicraft products has a mission to turn waste into
attractive products and empower vulnerable people to develop
into craftsmen.

They run a family-based supplier chain, and require each family
to complete in-depth training. The lead designer said: “The
families are responsible for training, for continuous training, for
quality check of products... [During the trainingl they [employees]
need to come, they need to discuss all the problems with
families. Only when they take part into our training, then they will
become the family.

Impact-oriented responsive training. In addition to immersion
training, SE pioneers tend to provide immediate follow-up
training to redress problematic employee expectations that they
discovered in the evaluation process. A private college provides
quality healthcare education to rural girls and prepares them for
job placement. The principal of the college said: “If we find out
that they [employees] are good at business performance but do
not understand our social value, then we train them up to know
what social business is, how we can achieve social business
goals, who come here, how they come here.”



Impact-oriented and synergy-based evaluation.

SE pioneers develop performance indicators with

a built-in social-business synergy. Unlike SCSR pioneers who
also build business-value-oriented synergies in evaluation, SE
pioneers’ synergies are social-value-oriented. The project
director of a SE providing clean water to the rural poor said: “We
have social indicators like every family needs to use 30 liters of
water every day for drinking and cooking..If consumers use at
least two liters water, they will remain safe. If they drink less
water than our target, it might mean that they are drinking from
free sources like river, ponds, wells etc., which brings arsenic risk
for them..if we could increase water consumptions then we can
say that our employees are working better. This is how we can
measure their social performance’”

Cost-recovery-oriented evaluation. Another evaluation approach
distinguishes the SE pioneers from other CSV categories. Their
business value measurement tends to focus on cost-recovery
rather than revenue growth. This approach clearly signals to
everyone about the organizational goal and avoids the internal
expectation tradeoff. The CEO of a SE pioneer addressing
agriculture and women healthcare issues said: “What our
shareholders and investors are really asking is what percentage
of the cost you are covering..The question becomes what costs
you recovered this year, what percentage you will recover in the
next year. If we do 10% for last year, if we can do 20% for this year,
30% for next year. We get paid to solve this cost recovery
challenges”

4.2.2 Avoiding External Stakeholder Tradeoff

Impact-driven partnership development. Unlike SCSR pioneers
who use CSR to drive partnership development, yet signal clear
business expectations, SE pioneers rely on social value to
develop and strengthen the relationship with external partners
who share their social value priorities. This approach enables SEs
to avoid the external stakeholder tradeoff. The business devel-
opment director of a SE pioneer producing handloom products
said: "“We have a big factory network, but they all understand our
standards and requirements. We work with fair traders. They
subscribe to our values. In terms of communication, just having
that fair-trade logo is kind of enough..Now | am developing an
international sales force, we are going to build, again, personal
connections like talking and selling the stories.”

Translating social value to business value. SE pioneers need the
capability to effectively acquire external resources by speaking
the business language and allowing resource providers to see
the business value in their social impact.

The cofounder of an SE empowering poor farmers with green-
house technologies said: “You need to be able to convert your
social impact into the business language that your partners
speak. If you go to manufacturer and just talk about impact,
they are not going to partner with you.

The reason that manufacturers want to keep working with us,
even though we were not selling large green houses with larger
margins, is that they believe this is a much bigger market
compared to the short-term market you could have with large
farmers..Again, if you go to banks and just talk about the impact,
they will not buy it. What we need to do is to show them that,
with this model, they have much more less risky loans to farmers
because the farmers will earn money in the end since we
provide the market linkages as well”

4.2.3 Avoiding Growth Tradeoff

Impact-oriented and synergy-driven growth. SE pioneers
focused on the areas of synergies to drive business expansion to
serve the social goal, which avoids the tension between social
impact growth and business value growth. The SE pioneer
producing handloom products shows how the social mission
guides and contributes to business diversification . The business
development director explained: “We have different markets for
different products. We have scalable products that are our cash
cow. Then we have premium collections that are going to the
more profitable retail market. For some brands, we have a price
cap on them, people see them as affordable brands. These
household brands are our faith..Diversification is the key for
survival..Actually, this way, | am helping suppliers to diversify
their products, and so they are going to survive. If | make prod-
ucts in December, then from January to August, the suppliers do
not have work. If | make products in August, then they have work
from January to June. So, the product strategy, the marketing
strategy, the sales strategy, all matter to the suppliers.”

Scale-economy-based social value growth. SE pioneers have
managed to create scale economy in the cost structure of social
value generation. This cost structure allows social value to scale
up with low cost or reduced cost so that social impact growth
does not constrain business growth. The CEO of the SE pioneer
addressing agriculture and women healthcare problems
explained that: “There are no growth tradeoffs because what you
do to meet the short-term [business goall is the first step you
take to achieve your long-term social goal. The key thing to keep
in mind for most social businesses is that they need to really
scale their cost structure [to generate social valuel to a point
where they meet the short-term business goal. You need to keep
your cost structure proportionate to the number of products.
When you move towards the long term and feel there is bigger
demand for your products, then you grow your cost structure
accordingly.

4.3 TBL Business Operational Capability and
Tradeoff

Table 6 summarizes how operational capabilities avoid destruc-
tive tradeoffs in the TBL category.

Table 6: TBL Business Operational Capability

Organisational Activity
Recruitment
Training

Evaluation evaluation

External Stakeholder Engagement

Growth Strategy

Operational Capability

® Embeddedness-based recruitment

®|mpact-oriented immersion training

® Shared-value-oriented and synergy based

® Enabling differentiated expectations
@ Shared-value-driven partnership development

Avoided
Destructive Tradeoff

Internal
Expectation
Tradeoff

External Stakeholder
Tradeoff
® Embeddedness-based and synergy driven growth Growth
® Scale economy based social value growth Tradeoff



4.3.1 Avoiding Internal Expectation Tradeoff

Embeddedness-based recruitment. TBL businesses run a
for-profit business model with embedded social value. Their
effort to reconcile social and business values opens with
recruitment. TBL pioneers recruit people with strong business
skills who are aware of and comfortable with social value
embedded in the working context. A TBL pioneer in the clean
energy industry generates social value by empowering the
disabled. The founder described how this social value influences
recruitment of professional staff: “When we recruit, we ask them
about how they understand B Corporation. They have to do their
homework..we have one person coming here for interview, he is
a finance guy. He came here and saw people using sign
language who could not talk properly. He was like what was
going on here. So, those who feel uncomfortable would not be
here”

Impact-oriented immersion training. In addition to in-house
training, TBL pioneers assign staffs to the real-world context of
dealing with beneficiaries or other stakeholders. This enables
them to align their emotional connections to the social cause.
The founder of a TBL pioneer selling fresh and natural food
products described how this works: “When we worked with
supermarkets, we got employees to the floor themselves to sell
samples. They were so passionate about it. They were talking
like: look how long the food has been on the shelf, this thing
needs to change. They checked the milk package date and were
like: no, do not drink that. So, they are very much in line with the
value, they promote themselves!'

Shared-value-oriented and synergy-based evaluation. Some
(but not all) TBL pioneers include social-business synergy in
performance evaluation. The indicators reward high social
impact behavior that increases business value, and vice versa. To
normalize internal expectations on creating shared value, these
TBL pioneers pay equal attention to both goals. The founder of
TBL pioneer providing road safety training and empowering
women rights, “We measure both business and social impact
sides that are connected. For social impact, we first measure the
number of people who have improved their awareness through
our training, second, the number of people who joined our
program, third, the number of people who have changed their
behavior of safety riding after our training; and fourth, the
number of women who are economically empowered after
joining our training. About the business side, we look at the
return of the investment and how long the investment can be
eventually sustained.”

4.3.2 Avoiding External Stakeholder Tradeoff

TBL businesses embed social value in their business operations,
and thus seek support from external stakeholders with different
value priorities.

Unlike SEs operating in under-served and disadvantaged
markets, TBL pioneers are likely to serve the relatively affluent,
and work in profitable or potentially profitable markets. They are
likely to face competition from for-profit businesses. For
instance, they compete with traditional companies who provide
similar software services to the same clients; provide energies to
the same rural families; or put their food products on the shelves
of the same retailers.

Enabling differentiated expectations. Some tailor stories about
what they do to match the values of their stakeholders. The
cofounder of a hybrid rice producer explained differentiation

of product messages to markets: "“Consumers do not care much
about that [social impactl, they care about if it is a good product,
they care about the price point..

Usual carbon emission of rice is 1 to 6. Our rice is half of it. But
putting the number there means nothing to consumers. This is
the marketing challenge we are facing. The solution is differenti-
ated messages to different consumers..The next packaging

[for the mass market consumers] will do the same design,

but the words and messages on top just focus on low cost. It is
going to be a little bit mass market. All the information about
the farmers' story will be gone for now."

Shared-value-driven partnership development. Although their
stakeholders have varying expectations, TBL pioneers ensure
sustainability of their social value by relying on resource provid-
ers that embrace the equal importance of business and social
values. An alternative energy company generates social impact
by converting energy consumption for off-grid commercial and
industrial organizations from diesel to clean energy. Its cofound-
er, "We definitely need more capital to fund our projects. But
there are few crowdfunding and fundraising platforms out there,
all feel very mercenary like, they are very cold. So, we try to talk
with impact investors who believe in the cause, not just about
financial return..Sometimes the clients want to have a quick one.
They said just give me the cheapest product and the lowest
price; maybe they want to grow fast and sell out. | said sorry

this is not what we want to do."

4.3.3 Avoiding Growth Tradeoff

To avoid the growth tradeoff, TBL pioneers focused on markets
that mutually reinforce business and social values to guide busi-
ness development and scale-up strategy. This enabled them to
convert potential growth tradeoffs into a growth facilitator.

Embeddedness-based and synergy-driven growth. The founder
of a natural food company described the growing social value as
a source of product expansion and revenue growth: “We started
with small plastic packages and sold the product at Rs. 150.
People said you should not use plastic package. We knew this
but we needed to make the product affordable. Now, the
product is sold at Rs. 365, twice the quantity and uses glass jars
and reusable labels. The glass jar can be used 48 times minim-
um. We buy back from consumers the jars for Rs. 20. This is
exactly the price if you buy a new jar. There is a small margin,
we do not try to make profits on the package. We do this to
signal [the social impactl to customers..Every package needs

to be reusable. We try to expand our products not only because
there is a big market but because our products are doing social
good. You just have to do it the right way.”

Scale-economy-based social value growth. TBL pioneers are
able to develop a cost structure for growing social impact that
allows the low-cost growth of social value along with the growth
of business value. The natural food company provides a good
example in this case. The founder explained how they achieve
low-cost growth and competitiveness: “Our social goal is really
about food and nutrition and pushing for three main policies and
regulations. One regulation is on value added tax. We want zero
VAT for all clean products. This will make the products more
affordable. Also, this benefit is an incentive to other players in the
industry so they can get in this business to make the food clean..
A lot of supermarkets will be in our favor if we get VAT off the
record..The social goal we pushed does not cost any of our
money. And it serves our business goals. We really want to
expand our marketplace rapidly..We are not doing marketing,
what we do is B2B, and we move quite fast on that. In the past
year period, we started getting produces in supermarkets.”



Adapting
to Change

Managers must develop specific adaptive capabilities to
manage constructive tradeoffs to deal with internal and
external changes that may threaten achievement of the
target SVO.

5.1 SCSR Company Adaptive Capability

SCSR pioneers applied three types of adaptive
capabilities: business model adaptation, temporal value
adaptation and prospective legal adaptation. These
capabilities enabled SCSR pioneers to deal with prospec-
tive financial pressures, changing market demand and
regulatory changes that threatened the sustainability

of their business value. Table 7 summarizes how adaptive
capabilities sustain social-business balance in the SCSR
category.

Table 7: SCSR Company Adaptive Capability

Adaptive
Capability

SVO-Threatening
Change

Prospective financial pressures
caused by environmental

Business Model changes and growth constraints

Adaptation that threaten the sustainability
of business value generation
Market demands changes
TemporalValue  that threaten the sustainability
Adaptation of business value generation

Legal changes that
threaten the sustainability
of business value
generation

Prospective Legal
Adaptation

Business model adaptation describes an organization's
capability of incorporating social value in the business
model to address environmental changes' negative
impact on the sustainability of business value generation.
This capability requires a company deliberately disrupt
short-term business value and leverage social value to
improve long-term competitiveness. A senior executive
of a commercial bank elaborated their view of environ-
mental changes and the growth constraints in their
current business model: “We face more international
competition and have to transform to become competi-
tive against international players..

Constructive
Tradeoff

Disrupting short-term business
value to incorporate social
value in the business model

Periodically compromising
social value to ensure
business growth

Compromising short-term
business value to meet
new legal requirements on
social value and pursue
long-term competitiveness

Our research found that consumers said that banking in
the current model is suffering. People really used that
word. We see more digitized products coming forward.
Data will become the key. We need to understand
consumers and businesses much better, and provide
products aligned with what customers need. So, the bank
knew it had to change’”

The senior executive explained how they have incorporat-
ed social value in a new business model to develop a
leadership position in a new market: “The mobile banking
business is the catalyst to enable bank payments to
happen in rural areas. It was also the real central focus of
how our bank will change.. This business is a product of
our new value system and social mission. You do not need
to travel hours to the branch. People can work in the city
and send money home to their family, plus it allows them
to stay connected with their family..The key for manage-
ment was to ingrain the values into the core business.

\We are a business, but we have a goal as having an
impact in the community. We want to lead financial
connection through financial inclusion.

Outcome

Sustained
business-
oriented
social-

business
balance

Temporal value adaptation is the capability to periodically
compromise social value in response to market demand
fluctuations to ensure business growth, without damaging
the sustainability of social value generation. The CSR
director of a large food company explains: “When we have
a huge pressure of production, we postpone pursuing
social goals. For example, in the month of Ramadan, we
usually do not keep any social goals that hamper our
financial motives. After the Eid festival or during dull
seasons, we focus more on CSR activities. Therefore, we
do not face challenges to integrate social and business
goals. Because we have very well organized schedule for
pursuing both goals. When we have less production
pressure, we choose to pursue social goals.



Prospective legal adaptation indicates an organization's
capability to prepare for and make use of regulatory and
policy changes relevant to its social value to strengthen
long-term competitive position. These changes raise the
request on a company's social value generation. In
response, a company can strategically compromise
short-term business value to meet or exceed this request.
The corporate affairs director of a retail chain said: “In the
recent years, we have seen several regulatory develop-
ments: consumer protection, workplace safety, anti-cor-
ruption and anti-bribery, etc. There are new social
elements, the day is coming soon..\X/e are very exposed
to external legal challenges...As the law changes, some
areas we are working on might become more important.
Everything we have been committed to is voluntary at the
moment. But they might become a legal requirement. By
then, we are ahead of that curve.

5.2 Social Enterprise Adaptive Capability

The SE category deploys adaptive capabilities of three
types: social identity adaptation, beneficiary scope
adaptation, and business portfolio adaptation.

These capabilities enabled SE pioneers to address issues such
as financial pressures and policy changes that threaten the
sustainability of their business or social value generation.

SE pioneers are subject to prospective financial pressures
caused by various internal issues due to their prioritized social
goal. For example, they have a challenge of acquiring resources
from banks and investors. The vulnerable beneficiaries they
serve may not be able to support a viable business model.
Their products and services may overemphasize social impact
and lack market competitiveness. SE pioneers developed
adaptive capabilities to address these challenges, as summa-
rized in Table 8.

Social identity adaptation refers to SEs' capability to
strategically downplay their social enterprise identity and
highlight the business growth potential to obtain financial
support from resource providers. SEs do this without
damaging their core social goal. This adaptive capability is
similar to SEs' operational capability of translating social
value to business value. But, it serves to address the
prospective financial pressure instead of avoiding the
destructive tradeoff. The SE pioneer empowering poor
farmers with greenhouse technologies has successfully
made business deals with for-profit companies and banks.
They are on the way to enable millions of farmers to
achieve financial independence. Their capability of adapt-
ing to the business rationale of resource providers accel-
erates social value generation. The cofounder says: “Even
though our mission is to get loans for farmers and gener-
ate impact, our proposition to the banks and businesses is
different from this so they can sign up.’

Beneficiary scope adaptation resolves the prospective
financial pressure caused by beneficiary issues that
challenge the sustainability of business value generation.
This capability compromises social value to expand the
scope of beneficiaries and strengthen the business growth
potential without damaging the core social goal. The lead
designer of a SE pioneer producing and selling handcraft
products explained why they expanded the beneficiary
scope: "At the beginning, our mission focused on as many
beneficiaries as possible and focused on vulnerable
people. But vulnerable people made it difficult to achieve
business stability. At least you need people who have
capacity to stabilize the business. Then, we decided to
only buy high-quality products. This cut low-quality
products made by vulnerable people. Vulnerable people
may take too much time to reach that level.There is no
change of mission in terms of turning waste into beauty.
We just try to get more techniques. Now it is pretty much a
usual business models”

Table 8: Social Enterprise Adaptive Capability

SVO-Threatening
Change

Social Identity chaliances Hiat th
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Business portfolio adaptation addresses the prospective
financial pressure by adjusting the social-business
balance of products/services that overemphasize social
value at the expense of financial viability, without damag-
ing the core social goal. The COO of a SE pioneer
addressing education sector problems descried how they
adjusted the business portfolio: “If a product has good
social impact but very low profitability, we will see how it
can be put in a better business model. For example, we
make sure the product can scale up and we change the
price so they cater to the farmers. Suppose that | create a
product for teachers, and the product works very well, the
social impact is there, the profitability is very low. We want
to shelve the product for six month and ask the team if
they want to continue developing the product on the
social end, or shift the product to the business market?”

5.3 TBL Business Adaptive Capability

This TBL category deploys adaptive capabilities of three
types: customer-driven product/service adaptation,
cost-structure adaptation, and business model adapta-
tion. These capabilities helped TBL pioneers tackle
threats from new customer expectations, market demand
changes and new competitors. Table 9 summarizes how
adaptive capabilities sustained the social-business
balance in the TBL category.

Customer-driven product/service adaptation describes
the capability to innovate products/services to meet
customers' social value expectations. This capability
requires TBL businesses to compromise short-term
business value, without constraining potential business
growth. The TBL pioneer providing natural food products
faced customers' rising expectations for recyclable
packaging. This added pressure to the company's sustain-
ability of business value generation. They struggled over
tradeoffs between packaging recyclability and product
affordability. They eventually replaced plastic packages
with glass jars, compromising profitability but opening up
a new line of popular products and a new source of
business growth. The founder said: “We moved from the
10 rupee package to the 35 rupees package, so the price
does increase. But we do not profit on packages.. if we
scale up more [of these products with the new packagel,
we can get higher profits.”

Table 9: TBL Business Adaptive Capability
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Cost-structure adaptation refers to the capability to
rebalance the cost structure for generating social value to
improve profitability. In responds to external pressures on
the sustainability of business value generation, this capa-
bility compromises social value without damaging
long-term social value generation. This capability helped
TBL pioneers strengthen financial stability in the face of
fluctuating market prices. The TBL pioneer producing
hybrid rice and empowering poor farmers operates in a
market where the price of its product lacks stability. The
cofounder described their response to this challenge by
adjusting payment to farmers while maintaining social
impact: “When we first started, we paid higher-than-mar-
ket price to farmers. Now | pay them market price. In the
past, people always assumed that we should pay them
higher price. What we need to do is actually paying them
stable price that brings them stable revenues and also
providing some support to help them reach their potential.
Paying them higher-than-market price requires a stable
market that can support higher price. When that happens,
yes. Because we are not NGO, | cannot pay them higher
price when | cannot sell higher price

Like SCSR pioneers, TBL pioneers conducted business
model adaptation. They transformed the business model
at the expense of short-term business value to reduce
competition, and leveraged social value to enhance
competitiveness in their relations with new competitors.
The TBL pioneer providing affordable energy faced the
challenge of new competitors. The CEO explained their
approach to developing a competitive business model
with embedded social value: “We now have competition
from abroad like foreign investments. These guys have a
better business model than local companies. How can we
compete with foreign companies? Local companies have
an advantage about local knowledge. We can do this
through the local social business model. This is the future |
see. Itis all about focusing on the niche customer
base..l[Instead of keeping working as an energy supplier]
We are moving into the ‘Nike' business model. We do not
own the production factory but build an asset in the
customers. We talked with competitors who will fill us the
LPG Iliquefied petroleum gasl cylinders. We work as the
distributor and the contact of end consumers. We focus
on customer satisfaction, after-service and facilities. | can
sell 10,000 USD for a cylinder and all these facilities. No
problem.”
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Accruing
Advantage

In the process of developing and executing operational
and adaptive capabilities, CSV pioneers built and man-
aged synergies to accrue advantages that improved their
competitive market position. They gained advantages
including strengthened growth potential, accessibility to
talent, cost and quality advantage in the supply chain,
product/service differentiation and new market accessi-
bility and exploration. Table 10 summarizes how CVS
capabilities lead to the accrual of competitive advantages.

The COO of the SE pioneer in the education sector prob-
lems explained how simultaneously generating income
and social impact can drive a high growth potential
without compromising its social goal. He said: "As long as
we can get social impact on many beneficiaries, the
profitability will follow..\When we can create the products
on the social end that are scalable with very low cost, we
can make profits on this part too..One example is that we
are developing a product for an international school. They
want it for their teacher development. We realized that this
product can benefit all teachers in that area. So, instead of
creating the product for the school only, we discussed
with them and moved to a model that allowed us to give
this product to other people too...Our investors are also
happy about this change because they can cash out with
good profits.”

Table 10: How CSV Capabilities Accrue Competitive Advantages

Ccsv
Category

csv
Capability

® Business-oriented and synergy-driven growth (Operational)

SCSR @ Business model adaptation (Adaptive)
® Synergy-based recruitment (Operational)
SE
® Impact-oriented and synergy-driven growth (Operational)
® Embeddedness-based and synergy-driven growth
(Operational)
TBL

® Customer-driven product/service adaptation (Adaptive)

® Business model adaptation (Adaptive)

Talent accessibility. SE pioneers' operational capability for
synergy-based recruitment can strengthen their access to
talent by attracting highly self-motivated and creative
people. A software-based SE pioneer fights challenges in
the areas of agriculture and women healthcare. The CEO
said: “We are competing with four profit organizations to
recruit people with the same type of talents..Our software
is unique, if you look at the e-agriculture solution and soil
master we just developed for micro-nitrogen analysis, it is
a cutting-edge product. It is attractive for a lot of people
who want to work for high-tech business, want to really
work on some very difficult and challenging problems.

Business growth potential. CSV pioneers across catego-
ries applied the operational capability of synergy-driven
growth, with category-specific orientations, both to avoid
the growth tradeoff and to drive higher growth potential. A
commercial bank in the SCSR category treated its mobile
banking business as a driving force for organizational
transformation. A senior executive said: “The mobile
banking business could leapfrog the way the company is
being transformed. When you look at financial inclusion in
the country and the way people use banks, you recognize
that this business is needed in the country..All employees
are going out to explain the product. Everyone shares the
passion to do the same thing. Everyone learns to under-
stand what the company does. It does drive motivation
and growth”

Accrued Comparative
Advantage

Business growth potential

Market accessibility and exploration

Talent accessibility

Business growth potential
Cost and quality advantage in the supply chain

Business growth potential
Cost and quality advantage in the supply chain
Product/service differentiation

Market accessibility and exploration

Product/service differentiation

Product/service differentiation. CSV pioneers have devel-
oped differentiation-based competitiveness through
operational and adaptive capabilities. The cofounder of

a marketing service company explained how their embed-
dedness-based and synergy-driven growth model helped
establish a competitive market position through embed-
ded social value in their services: "One of our major selling
points is giving clients more human perspectives. For
example, we work with state-owned enterprises where
most of our money come from. We aim to provide a lot

of education and social awareness in the content. A large
oil company has their social media. They did not have any
human factor contents. What we did is bring together
localized content with local culture and social issues

such as education..\We provide hope not problems.’

The earlier case of the TBL pioneer providing natural food
shows that the adaptive capability of customer-driven
product/service adaptation, which adapts to emerging
customer expectations through product innovation, also
helps them strengthen product differentiation.. This
opened up a new line of popular products and strength-
ened customer relations. The previous case of the TBL
pioneer providing affordable energy to rural areas shows
that the adaptive capability of business model adaptation
differentiated the company's competitive position. This
leveraged its knowledge and resources in rural areas

to develop a collaborative and profitable relationship
with large competitors went down as well”



Cost and quality advantage in the supply chain. CSV pioneers

were able to develop operational capabilities to accrue competi-

tive advantages by embedding social value in supply chain
management. The SE pioneer producing and selling handloom
products to empower disadvantaged suppliers adopted an
impact-oriented and synergy-driven growth model that
improved the quality and stability of its suppliers. The business
development director said: “We do not just buy from them
[suppliers], we work with them. When the quality is not good
enough, we train them. There is no rejection [to their productsl.
But we do not compromise the business part... For example,
suppliers come with their products. We check the quality and
we say we cannot sell at this price with this quality. We have to
innovate on the products so they can sell the product at the
price they want and sustain their businesses..If we can balance
this, we can get good suppliers. We just got an order for 30,000
pieces of supplies..There are firms that rely on single factories,
they went done, the company went down as well

The TBL pioneer producing hybrid rice used the embedded-
ness-based and synergy-driven growth model to turn their deep
knowledge about poor farmers into a cost advantage in the
supply chain. The cofounder explained: “We have the entire
value chain data. My cost is not higher in the market because
we go directly to the source. | cannot be higher than anyone
else. We are doing a lot of things on the social side. They help
us keep the farmers. We always have this joke that, if we go to
the price war, our price will be lowest because we go straight
to the market and to the source”

Market accessibility and exploration. The TBL pioneer providing
alternative energies to off-grid clients adopted the operational
capability of embeddedness-based and synergy-driven growth
to gain market access. The founder said: “The payback for our
project is typically 3-5 years, which is very short, because the
total cost of operation from diesel is very high. So, | focus on
this niche area of off grid..Not many people focus on off grid...
We tried to invite engineer people to help us in some projects,
they initially said, wow, a five-million-dollar deal, very excited.
Then they asked how far to go to the site. It is riding five hours
off road, no data, no everything. They were like: we are not so
keen to do this thing. | feel, because of our oil and gas back-

ground, we already got used to working in such an environment,

going out for three hours for site visit in isolated rural areas.”

Aligning

CSV

Capability

Managers that create shared value make constant choices
in the five areas of organizational activity and decisions
that deal with internal and external changes. A strong CSV
capability is about making the right choice at the right
time to sustain the category-specific SVO and facilitate
business growth. The task of aligning describes a process
of continuously monitoring and redressing the gaps
between the operational and the adaptive capabilities to
ensure they serve the category-specific SVO.

Operational capability works as a safeguard that can keep
the adaptive capability on track. Aligning the two sets of
capabilities ensures that constructive tradeoffs intended
to sustain SVO will not devolve into destructive tradeoffs.
For example, to improve product quality and profitability, a
SE may feel a need to raise the level of worker quality by
expanding its beneficiary scope. This may compromise
vulherable people's interests. It is critical that stakeholders
agree that this company is pursuing impact-oriented SVO,
and not on a mission drift. When a SCSR practitioner
utilizes social value to transform her business model in
response to the prospective financial pressure, preparing
a supportive organizational environment for this transfor-
mation is critical. This requires planning recruitment,
training, evaluation and stakeholder engagement activities
to avoid destructive tradeoffs. Thus, CSV practitioners
should coordinate adaptive capability with effort to
strengthen operational capability.

Operational capability alone does not guarantee that a
CSV practitioner will be able to adjust and adapt to exter-
nal changes in a timely manner. The capability to under-
stand constructive social-business tradeoffs, accommo-
date compromises, and implement compromises to
sustain SVO is beyond the scope of avoiding destructive
tradeoffs. SEs with strong operational capabilities may
rigidly commit to the social mission and the current
business model. Even when external change impairs their
operational sustainability, they may be unwilling to com-
promise social value or adjust the business model. Conflict
between change and inertia also occurs in SCSR and TBL
categories, jeopardizing their category-specific SVO.

CSV practitioners need to develop mindsets, leadership
and systems amicable to scanning and adapting to
internal and external changes, along with development
of operational capabilities.



Conclusion

This report conducts a thorough analysis of the challeng-
es and experiences of 42 CSV pioneers in eight ASEAN
and South Asia countries, which results in a 4A framework
explaining how managers develop CSV capability to
achieve shared value optimization. This report generates
learning that clarifies important concepts and relation-
ships in CSV activities. These learning points enable
practitioners, researchers and CSV field enables to better
understand the nature, the types and the implementation
details of CSV capability. They also help shape further
discussions on CSV capability and management.

Drawing on the 4A framework of CSV capability, this
report provides a cyclic five-step roadmap to guide CSV
practitioners toward achieving their category-specific
SVO. In Figure 5, step 1 establishes the SVO goal by
studying, theorizing and reaching internal census about
the following fundamental questions: a) what is the
organization's business goal; b) what is the social goal;

c) what is the comparative priority of the two goals at the
organization level. Based on the internally shared SVO
goal, step 2 analyzes existing and potential social-busi-
ness tradeoffs and internal and external challenges that
may disrupt this goal, as well as identifies social-business
synergies that can support this goal. Step 3 builds on the
diagnosis of goal challenges and synergy opportunities in
step 2 to develop operational and adaptive capabilities.
This involves building managerial systems and organizing
daily activities to avoid destructive tradeoffs, address
current and prospective goal-threatening changes and
build synergies. Step 4 executes operational and adaptive
capabilities developed in step 3 to simultaneously
conduct the tasks outlined in the 4A framework.

In step 5, managers build on the knowledge about capa-
bility execution processes and outcomes to inform chal-
lenge/opportunity diagnosis and upgrade capabilities.
Throughout the journey, managers must guide each

step toward the SVO goal.

Figure 5: Roadmap to Achieving
Shared Value Optimization

Step 5:
Capability
Upgrade

Step 2:

St !
N Tradeoff/

Goal

Step 3: Step 4:
Capability Capability
Development Execution

Clarification S.y ey
Diagnosis

Findings in this report draw from CSV pioneers in the
ASEAN and South Asia region. We suggest that they have
generalizability to inform CSV activities outside this region.
We acknowledge that factors not explored in this report
such as industry, nature of business, type of social prob-
lem and country- and region-level characteristics can
influence the applicability and effectiveness of a specific
capability. Nevertheless, frameworks developed in this
report build on aggregated principles and evidence
derived from a diversity of CSV pioneers (see Appendix 2
for company background). To the extent this diversity
offsets idiosyncrasy in specific capabilities, these frame-
works should have reasonably broad implications to
different organizational and geographic contexts.

The findings are meaningful to managers in several ways.
First, they demonstrate effective micro practices used to
implement specific tactics. Managers may reference these
as they develop CSV capabilities. Second, the findings
identify a repertoire of organizational activities and
systems that managers can recombine, adjust, and adapt
to develop capabilities specific to their own contexts.
Third, the 4A Framework for CSV capability is a diagnostic
tool that managers can use to evaluate gaps, opportuni-
ties and directions in capability development. Fourth, the
roadmap framework provides principles that guide a
step-by-step journey to achieve SVO.
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Appendices

Appendix 1: Data Collection and Analysis

Initially, the researchers identified a dataset containing 610
indigenous CSV practitioners in eleven ASEAN and South
Asia countries. These are internationally or locally recog-
nized pioneers in CSR, social entrepreneurship and/or
social innovation. This dataset includes 316 SCSR
pioneers, 285 SE pioneers and 9 TBL pioneers.

Organizations included in the CSV pioneer database met
both following criteria, as:

1 A company operating a commercial business,
= or a commercially registered social enterprise (SE),
rather than a nonprofit organization or a charity

2 A leading player internationally or locally recognized as

= such by a credible public or private data source. Public
sources include major global ranking, awarding and
accreditation agencies. Private sources include local
thought leaders such as associations and reputable
consulting agencies. The following table lists data
sources used to validate
CSV Pioneers.

Next, CEM worked with regional and country partners

to develop a pool of 80 CSV pioneers in nine countries

as interview candidates, taking into account their leading
positions and their potential accessibility. CEM and
partners sent interview invitations to all these candidates.
Forty-two companies operating in eight countries accept-
ed the invitation and completed the interview.

The research team at CEM developed the interview
questionnaire to capture CSV practitioners' challenges
and solutions in managing the social-business balancein
various aspects of organizational activities. We developed
interview questions based on a comprehensive review

of academic research about organizational hybridity,
organizational paradox, social entrepreneurship and social
innovation management. We also drew insights from field
observations, partner feedback and 10+ related interviews
previously done in Bangladesh and China.

The interview covered thirteen open questions about a
company's history: its social goal, business goal and
relationship between the two goals; social-business
tradeoffs identified through academic researches and
practitioner experiences; and its approaches used to
address these tradeoffs. The author and two trained
research assistants developed a coding protocol and
independently coded all interviews. The team had
frequent discussions throughout the analysis process and
resolved discrepancies on all results.

We have pursued interviewees' feedback and agreement
on all quotations used in the report. Several interviewees
requested anonymity for their companies and the removal
of country characteristics that may reveal their identify. To
ensure confidentiality, this report does not disclose the
name nor the country-of-origin of interviewees and their
companies.

Data Sources used to validate CSV Pioneer status

CSV Sector  Public Data Source Private Data Source

1) Asia Venture Philanthropy Network
1. CSR Hub 2) Diinsider
Strategic CSR | 2. csrRBox
3. Shared Value Initiative 4) Myanmar Center for Responsible Business

5) Southeast Business School, Southeast
University Bangladesh

3) Lanka Impact Investment Network

1) Asia Venture Philanthropy Network
2) Diinsider

1. Ashoka Foundation
2. DBS Foundation

Social 3. Mulago Foundation
Enterprise

3) Lanka Impact Investment Network
4. Schwab Foundation 4) Myanmar Center for Responsible Business

5. Skoll Foundation 5) Southeast Business School, Southeast

University Bangladesh

6) Tony Fernandes School of Business, University
of Cambodia

7) Yunus Center in Dhaka

Triple-Bottom- | B Corporation
Line Business research reports

1) B Lab UK
2) B Market Builder Singapore/Malaysia




Appendices

Appendix 2: Company Background Information

== Country

Indonesia

== |[ndustry

Agriculture

Conglomerate

Education/Training
Energy/ Utility

Finance

Vietnam

Myanmmar

SCSR SE
| Cambodia | o | 4 |
Philliphines (india | o | 4 |
Sri Lanka n

TBL Total

8

AOjwWw|O|O |~ |O

Total 8

e o+ | o
25 9 42

Total Age SCSR SE TBL Total

6 <5 years 6 12

8 Total 8 25 9 42

5

3

3

3

6 % Companies

1 expecting fast | gcsp| sg | TBL | TOTAL
scale up within the 100 | 80 l100 88

1 next three years

42




Appendices

Appendix 3: Glossary

4A Framework for CSV capability: A framework illustrating achievement
of shared-value optimization (SVO) by accomplishing four interrelated
tasks—avoiding, adapting, accruing and aligning.

Accruing: The task of accruing competitive advantages.

Adapting: The task of managing constructive tradeoffs to deal with
immanent or prospective internal and external changes that threaten the
achievement of SVO.

Adaptive capability: A type of CSV capability that is aimed to manage
constructive tradeoffs to deal with immanent or prospective internal and
external changes that threaten the achievement of SVO, as well as
accrue competitive advantages.

Aligning: The task of constantly monitoring and ensuring the alignment
between CSV capabilities and the category-specific SVO goal.

Avoiding: The task of avoiding destructive tradeoffs.

BOSVO: Business-oriented shared value optimization refers to a type of
SVO that serves the prioritized strategic goal of the business by using
business expertise and resources to continuously generate social
impact. BOSVO is the SVO goal of the SCSR category.

Constructive tradeoff: The social-business tradeoff that managers can
strategically make to sustain or reinforce the SVO goal.

CSV capability: Managers' abilities to develop, implement and adapt
organizational activities to achieve shared-value-optimization. CSV
capability includes operational capability and adaptive capability.

CSV categories: Strategic CSR, social enterprise, triple-bottom-Lline
business.

CSV: Creating shared value refers to systematically incorporating social
value in the business model and the business operation in pursuit of the
joint growth of financial performance and social impact.

Destructive tradeoff: The social-business tradeoff that leads to the
predominance of one value to the detriment of the other, which reduces
an organization's chance of achieving SVO.

EOSVO: Embeddedness-oriented shared value optimization refers to a
type of SVO that aims to increase business value by embedding social
value and broader stakeholder interests in the business model rather
than by pursuing shareholder interest maximization. EOSVO is the SVO
goal of the TBL category.

External stakeholder tradeoff: A type of destructive tradeoff caused by a
situation where meeting the key external resource provider's expectation,
on either business or social value, will compromise an organization's
capability of achieving SVO.

Growth tradeoff: A type of destructive tradeoff caused by a situation
where pursuing the growth of social value will compromise the growth of
business value and vice versa.

Internal expectation tradeoff: A type of destructive tradeoff caused by
organizational members' conflicting expectations on the priority of the
social value and the business value.

10SVO: Impact-oriented shared value optimization refers to a type of SVO
that adopts business models and generates business value in order to
continuously serve the prioritized social goal. IOSVO is the SVO goal of
the SE category.

Operational capability: A type of CSV capability that is aimed to avoid
destructive social-business tradeoffs and accrue competitive advantag-
es

SCSR: Strategic CSR refers to a company's CSR projects, social venture
investments or foundation arrangements that utilize the company's
business resources and competencies to address social/environmental
problems, with an expectation that this effort will serve the company's
strategic interest and contribute to developing a favorable competition
environment.

SE: Social enterprise is a type of business that adopts a business model
as the means to sustainably serve her prioritized social goal.

SVO: Shared value optimization refers to continuously growing the
aggregated value of social impact and business performance, while
allowing necessary tradeoffs between them in order to sustain the
social-business balance.

TBL business: The triple-bottom-line business is a type of business that
embeds social and environmental values in the business model and
features the equal treatment of social, environmental and financial values
as the driving force of business growth and the fundamental criteria for
evaluating business success.
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for Emerging Markets

Nanyang Centre for Emerging Markets
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establish global thought leadership on business-related issues in emerging markets. It co
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