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Foreword

This White Paper is an output of the Global Agenda Council on Values at the end of its two-year
term (2014-2016). The World Economic Forum convened the council to support its work in shaping
the global, regional and industry agendas. In the course of its previous terms, the council’s influential
work has shaped principles that underpin the operating framework for the Forum’s strategy going
forward.

These principles reflect the broad consensus across cultures, religions and philosophies involving
three shared human aspirations:

— The dignity and equity of human beings — whatever their race, gender, background or beliefs
— The importance of a common good that transcends individual interests
— The need for stewardship — in the sense of a concern for future generations

An understanding and acceptance of shared human values is critical for a world facing challenges
accelerated by increasing complexity and interconnectedness. The World Economic Forum’s
councils of experts have supported the Forum’s multistakeholder activities with powerful insights
and world-leading expertise. That framework now shifts to address the global, regional and industry
challenges resulting from many “systems” — the global systems affecting the environment and natural
resource security, economic growth and social inclusion, education, gender and work, mobility as
well as production, among others. To enable sustained, positive change, the Forum works with a
broad range of actors and experts through a series of System Initiatives to improve the effectiveness
of the international community’s response to these challenges.

Those working to shape the future of the world’s most complex challenges and to provide systems
leadership will find critical input in this publication.

Integrating universal human values into business, government and civil society engagement is a
critical function for the Forum. We thank the members of the Global Agenda Council on Values for
their work in providing this foundation.
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Message from the Chair

Why is a Council on Values needed in the 21st century? What should we seek to achieve from
bringing a global multistakeholder group together with a common mission? These are questions
that we, the Global Agenda Council on Values, asked ourselves when we first met in Dubai in the
autumn of 2014. It was clear that we had excellent foundations on which to build. The previous
council had introduced the concept of a New Social Covenant, which it had based on three basic
pillars — human dignity, common good and stewardship. So we looked to expand the awareness of
these three values through various conferences and summits, as well as by introducing new ways of
having a “values-based” conversation in a safe environment. Our “Fifteen Toasts” dinners are prime
examples.

The past two years have demonstrated that the world is a difficult and emotionally charged place. In
such challenging circumstances, it has never been more important to focus on building sustainable
and inclusive economic growth. This is not simply the domain of business, but is equally the
responsibility of governments and civil society. Ensuring that strong growth is accompanied by
strong values-based leadership will be critical for this to take root and bear fruit. In this way, we can
create a stronger legacy for the next generation and will have played our part in improving the state
of the world.

It has been a great pleasure and honour to have served with such a unique and committed group
of people for the past two years. Friendships have been forged, papers penned and conferences
coordinated. This White Paper is our working legacy; it presents a common framework for
connecting the dots. It shows how values are synonymous with value creation, and how purpose
can be profit's natural ally. We urge all who read this publication to live by these principles. This is
our moment to decide whether we wish to create history or be consigned to it. Life is a fleeting but
valuable gift, and our common purpose has been to strive to make a difference. We hope that as
you read and digest our thoughts, observations and suggestions, you will have the courage as a
leader to do just that.
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Executive Summary

Today, society faces the mammoth task of creating 1.5 billion new livelihoods by 2050 while at the
same time exceeding the planet’s crucial ecological limits. With the start of the Fourth Industrial
Revolution, human progress may either suffer through a catastrophic setback or experience a
positive transformation. What will make the difference? Values.

The core values of human dignity, common good and stewardship have been widely endorsed over
the centuries. Systemic change based on these values aims to meet people’s basic needs, with
greatly reduced inequalities and in environments allowing individuals to thrive and live in peace.

The required leadership and an understanding of the changes under way across all sectors are low
demands compared to the need to rethink economic, social and political systems to respond to the
Fourth Industrial Revolution. A common values-driven direction is clearly needed.

Technological developments and social change will impact the way people live, work and relate to
one another. Companies operating in a sustainable and responsible manner are better placed to
succeed in the long term. Moreover, global trade and investment must grow within a framework that
encourages good practice both now and in years to come.

How the world defines infrastructure is changing to include information, the internet, new forms of
autonomous transportation, drones and new housing models. In the context of such change, our
values must relate to what will be considered infrastructure in the distant future.

The key to economic growth lies in people’s talents, know-how, skills and capabilities — society’s
human capital. Investing in such capital and innovating for education and employment is critical

to both the public and private interest. While improving living standards requires economic

growth, statistics often show it exacerbates the difference between rich and poor. Public-private
collaboration can make a notable difference in realizing both strong growth and broad progress.
Closing gender gaps and leveraging the wider economic and societal benefits of gender parity also
require a concerted effort between businesses, governments and civil society. Many of the concerns
about inequality are rooted in the lack of access to financial capital and the lack of financial literacy.
The concept of fairness must underpin discussions regarding financial and monetary systems.

Resources such as clean water, rare earth metals and food sources must be shared, though they
have also been monetized and continue to be part of the world economy. A values-based approach
to global negotiation and conflict resolution could prove vital to boosting opportunities for inclusive
economic growth and security, as opposed to personal, regional and ultimately global devastation.
And, as unhealthy people cannot fulfil their true potential, corporations (and governments) are
morally obligated to contribute to improving health.

This White Paper aims to:

— Examine the role of values in shaping critical global systems, based on a number of World
Economic Forum System Initiatives, and categorized by financial, social, and manufactured and
natural capital

— Advance a proposal for an online values self-assessment tool that companies can integrate into
their operations

— Review the role of reporting on values for business

Finally, this publication is intended to serve as the basis for the work of the Global Future Councils
and the efforts in shaping the future of global, regional and industry agendas with the Forum.
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Part 1

Introduction

The world faces unprecedented challenges. For the first
time, society is arriving at or exceeding crucial planetary
ecological limits. At the same time, it must create some
1.5 billion new livelihoods by 2050 against a backdrop of
population growth and increasingly rapid technological
change, much of which will replace entire swathes of
existing jobs. Furthermore, society faces potential conflict
between the goal of creating jobs and living within safe
planetary limits, given the current rates of decoupling from
carbon and other scarce ecological resources. Added to
this mix are growing geopolitical security challenges and
intercontinental movements of refugees and economic
migrants, the continued rise in global inequalities of wealth
and income, and the positive and negative implications of
the Fourth Industrial Revolution.

As Klaus Schwab, Founder and Executive Chairman of the
World Economic Forum, has stated:

The First Industrial Revolution used water and steam power
to mechanize production. The Second used electric power
to create mass production. The Third used electronics

and information technology to automate production. Now

a Fourth Industrial Revolution is building on the Third,

the digital revolution that has been occurring since the
middle of the last century. It is characterized by a fusion of
technologies that is blurring the lines between the physical,
digital, and biological spheres.?

Within this context, the world may experience either a
catastrophic setback or a positive transformation in human
progress. Either way, it means overwhelming systemic
change. In this context, the World Economic Forum’s focus
is to address the global, regional and industry challenges
resulting from many “systems” — from those that influence
the environment and natural resource security globally, to
economic systems that create inequality, regional systems
that determine how nations evolve, and industry systems
that deal with the effectiveness of supply and demand.
With the goal of creating sustained, positive change, the
Forum works with its constituents through a series of
System Initiatives to understand and influence the systems
that affect the challenges and opportunities they are trying
to address.

While many potential solutions are available, values
themselves will fundamentally determine whether solutions
are adopted and whether systemic change is positive.®

Values provide a clear destination — a “true north” — as
well as the means of getting there. Under the Industrial
Revolution in Western Europe, values shifted towards
creativity, trust and enterprise. Major shifts in values
accompanied the abolition of slavery and the civil rights
movement in the United States. Similarly, value shifts were
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behind the two major changes in western economies
during the 20th century: first, Keynesianism (mid-century),
and then what is crudely called neo-liberalism (1980s,
1990s and the first decade of the 21st century). Since
values motivate people to act, a shift in values set a goal
in all of these cases and provided the means of achieving
it. A clear, positive and strong narrative accompanied by
a powerful vanguard for change helped to accomplish the
shifts. Only subsequent changes in norms and laws led to
a wider shift in values among populations as a whole.

The Fourth Industrial Revolution signals unprecedented
change in the way people live, work and relate to

one another, brought about by further technological
developments such as artificial intelligence (Al), the internet
of things, biotechnology and quantum computing. At

the same time, these developments are accessible to
increasing numbers of people through smartphones and
other mobile devices — a very powerful combination.
Schwab writes:

We have yet to grasp fully the speed and breadth of this
new revolution. Consider the unlimited possibilities of
having billions of people connected by mobile devices,
giving rise to unprecedented processing power, storage
capabilities and knowledge access.*

Given the Fourth Industrial Revolution’s extraordinarily
fast technological and social change, relying only on
government legislation and incentives to ensure the right
outcomes is ill advised. These are likely to be out of date
or redundant by the time they are implemented. Operating
with a clear foundation of values is the best way to ensure
positive outcomes.®

Fortunately, the evidence has strengthened that clarity on
values leads to greater value creation. Over the last few
years, the World Economic Forum Global Agenda Council
on Values held various discussions on whether people
should be striving for certain universal values, or whether
culture ultimately determines all values. Many advanced
cultures and faiths, it was concluded, have indeed widely
endorsed some core values over the centuries. These
include human dignity, such as respect for human rights
and responsibilities, as well as fairness; the importance of
a common good that transcends individual interests; and
stewardship, both of the planet and for future generations.
Buttressed by a series of global discussions following its
publication in early 2013, the Forum’s New Social Covenant
argued:

The social contract between business, government and
society seems to be broken. The legitimacy of corporations
has reached a new low point, and they run the risk of
losing their licence to operate. We are seeing growing



public indignation at the perceived disconnect between
perks for a few and the rights of the many. People are
demanding more collaborative, sustainable and inclusive
ways of creating values.®

Based on the core values of human dignity, common good
and stewardship, the key goals of systemic change are to
create a world where:

— People’s basic needs are met across all dimensions
— People live within key ecological limits

— Inequalities are greatly reduced, both within and
between countries

— The core goal is human well-being and care towards
others so they can thrive or flourish, and providing
good livelihoods for all who seek them

— Peace prevails

Society may never achieve such a vision. Yet, without
knowing the direction to take, it can easily regress instead
of moving forward. A set of core values can provide the
direction of travel as well as the means of getting to the
destination. Without a common direction and in response
to their more narrowly defined goals, decision-makers from
different countries and walks of life — business leaders,
policy-makers, civil society leaders and others — will
probably move in divergent directions. Their proposals

for addressing many of the world’s challenges, such

as inequality, energy insecurity, food insecurity, water
shortages and environmental degradation, are likely to lack
consistency. Only a common, values-driven direction can
motivate decision-makers to overcome these problems.
The next section explores the relevance of values for the
Fourth Industrial Revolution.

Values and the Fourth
Industrial Revolution

The concepts of prosperity and shared value highlight
the convergence between value and values, and purpose
and profit. Clearly not everyone will agree, but having an
inclusive, long-term perspective to ensure the planet’s
survival is gaining momentum. In crude terms, this often
reduces to a debate about the business case versus

the moral one: do organizations act only in their own
self-interest, or also because it is the right thing to do?
Enlightened self-interest sometimes becomes the default
choice to avoid committing to one or the other; however,
it often fails to address the fundamental ethical issues

at stake. According to Adam Smith, the Scottish moral
philosopher and pioneer of political economy:

To widen the market and to narrow the competition, is
always the interest of the dealers ... The proposal of any
new law or regulation of commerce which comes from this
order, ought always to be listened to with great precaution,
and ought never to be adopted till after having been long
and carefully examined, not only with the most scrupulous,
but with the most suspicious attention. It comes from an
order of men, whose interest is never exactly the same with
that of the public, who have generally an interest to deceive
and even oppress the public, and who accordingly have,
upon many occasions, both deceived and oppressed it.”

While distinct from each other, the moral and business
cases are not separate. Georges Enderle argues that
corporations can be held morally responsible for their acts
because, as collective entities, they act with intention.®

The types of capital are categorized based on the
International Integrated Reporting Framework 2013,° are
described in Figure 1 and associated with respective
values:
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Figure 1: Types of Capital and Associated Values

Financial Capital Social Capital

Value: Fairness

Value: Common good

Manufactured Capital & Natural
Capital
Value: Stewardship

— Financial capital is the -
pool of funds available to
an organization for use in
producing goods or providing
services. It may be obtained
through financing, such as
debt, equity or grants, or
generated through operations
and investments.

Social capital involves -
the institutions and the
relationships within and
between communities, groups
of stakeholders and other
networks, as well as the
ability to share information

to enhance individual and -
collective well-being. It includes
shared norms, common values
and behaviours.

Manufactured capital includes
the physical objects available to
an organization for producing
goods or providing services,
including buildings, equipment
and infrastructure.

Natural capital refers to all
renewable and non-renewable
environmental resources

and processes that provide
goods or services to support
an organization’s prosperity,
including air, water, land,
minerals, biodiversity and
ecosystem health.

Source: IIRC (2013)

Financial Capital — Fairness

Many concerns regarding inequality relate to the lack of
access to financial capital and the absence of financial
literacy. Discussions about the need for systemic change,
such as inclusive capitalism, focus on fairness to allow
more people to participate in the global economy.
According to the World Economic Forum,'® inclusive
capitalism sees two key groups — millennials and women —
playing more pronounced roles, which could result in:

—  Growing the global economy

— Reducing the retirement savings funding gap
— Decreasing volatility of financial markets

— Increasing innovation

— Improving corporate performance

— Motivating employees to push companies towards
greater “meaning and purpose”

— Stimulating investors to encourage companies to
define their impact on the world

— Increasing benefits for families

— Reshaping entire industries

8 Values and the Fourth Industrial Revolution

Discussions about the common good and fairness are
pervasive and relevant for every aspect of society involving
relationships. In particular, fairness should underpin
discussions about financial and monetary systems,
international trade and investment, and long-term investing,
infrastructure and development.

How values shape the future of financial and monetary
systems

Economic activity is critical for long-term economic
growth and development, and the global financial system
is its cornerstone. However, the global financial crisis
demonstrated the downside of interconnectedness

and revealed a range of systemic vulnerabilities. As the
world’s financial system continues to recover and adapt
to significant transformative change, major collaborative
efforts are needed to address low public confidence.

The current dynamic between and among politicians,
regulators and banks does not help to develop a broadly-
agreed concept for the role of banks and banking activity.
Leaders from all spheres must convene at national and
international levels to discuss banks’ role and what they
should be held accountable for. For the banking sector to
contribute fully to the economy and society, it needs to be




trusted by not only its customers, but also its staff, potential
employees, regulators and policy-makers. Only the industry
itself can rebuild trust by demonstrating honesty, reliability
and competence on a consistent and collective basis.

The Group of Thirty (G30) is working to effect such change.
Established in 1978 as a private, non-profit international
body, it comprises senior representatives from the private
and public sectors as well as academia. The G30 aims

to deepen the understanding of international economic
and financial issues, explore international repercussions

of decisions taken in the public and private sectors, and
examine the choices available to business people and
policy-makers.

The Impact of Values on this System

From the perspective of values, political and regulatory
responses to the global financial crisis have led to various
unintended consequences. Regulation is forcing banks
to eliminate or reduce their involvement in certain facets
of economic life that benefit consumers and society. In
addition, banks not only are often told what they should
avoid doing, but also are given little governmental guidance
on activities they should develop further. According to
Pierre Gentin, Partner at Cahill Gordon & Reindel LLP
and member of the Global Agenda Council on Values,
“you cannot simply hammer companies all the time, you
also have to acknowledge where they have done well”.
Regulation tends to come from a negative “can’t do”
perspective rather than a positive or “can do” outlook.

A lack of uniform regulation around the world further
exacerbates the situation. This creates uneven playing
fields and inhibits banks’ abilities to change.

In terms of fairness (Figure 2), a common blueprint needs
to be articulated to address interconnected challenges.
Moreover, political leaders, corporates and consumers
must agree on the role of banks. Where banks refocus on
business activities that add value to society, their efforts
should be transparent to consumers, and commended
and encouraged by politicians and regulators. All of this
requires a broadly understood and agreed vision for
financial services’ core mission.

Figure 2: Factoring Fairness into the International Financial System

Accountabili-
ty by banks
and bankers

Agreed vision
for banks’ role
in society

Virtuous circle
(among banks,
consumers and
politicians)

Source: Global Agenda Council on Values

How values shape the future of international trade and
investment

Economic and corporate growth depend on international
trade and investment as important drivers. The
international trade and investment system must become as
strong as possible to boost growth, jobs and development,

UTURE O
THE GLOBAL

FINANCIAL
SYSTEM

according to Roberto Azevédo, Director-General of the
World Trade Organization. For this to happen, he believes
G20 leaders have to work collectively to find and explore
synergies on a range of trade-related issues. With changing
geopolitics, business models and societal expectations,
the system is tipping into a new phase. As a result, this
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creates an opportunity for setting new priorities for
global and local trade and investment objectives, and for
securing business-led reform that benefits all. Realizing
this opportunity will require an understanding of the new
dynamics of commerce, a reallocation of resources, and
results-oriented leadership.

To reform the international trading system, the Doha
Development Agenda seeks to introduce lower trade
barriers and revised trading rules. Its fundamental objective

is to improve the trading prospects of developing countries.

Unfortunately, negotiations have broken down over
agriculture, industrial tariffs and non-tariff barriers, services
and disagreements over trade remedies. Another effort is
the World Trade Organization’s Aid for Trade, which helps
developing countries to address trade-related constraints
through trade and mobilizing resources. It also encourages
developing country governments and donors to recognize
trade’s potential role in development. In addition, the Trans-
Pacific Partnership (TPP), a regional free trade agreement,
includes twelve countries from the Americas and Asia-
Pacific regions. TPP is not just about reducing barriers to
trade in goods, but also to trade in services, intellectual
property rights and patents, foreign direct investment,
harmonization of economic policy and regulation,
government procurement, environmental protection and
rules for currency manipulation.

A report on the purpose of fiduciary duty in the 21st
century, based on research and analysis of over eight
countries,” aims to end the debate about whether fiduciary
duty is a legitimate barrier to investors who integrate
environmental, social and governance (ESG) issues into
their investment processes. The research began with the
question of whether fiduciary duty should be redefined to
make it relevant for 21st-century investors. Many of them
continue to point to their fiduciary duties and the need to
deliver financial returns to their beneficiaries as reasons
why they cannot do more for responsible investment.

The Impact of Values on this System

Factoring in fairness (Figure 3) can work towards the aim
of increasing global trade and investment without a cost

to human capital. As a good example of this, the Fairtrade
Foundation certifies plantations that have standards to
protect workers’ basic rights, keep them safe, allow them
freedom of collective bargaining, prevent discrimination
and ensure no illegal child labour. To ensure that good
practice and a sense of responsibility are at the core of

the growth model, further policy guidance is required for
those involved in international trade and investment. In this
way, companies operating in a sustainable and responsible
manner are better placed to succeed in the long term.
Global trade and investment must be increased within a
framework that encourages good practice both now and in
the future.

Figure 3: Factoring Fairness into the International Trade and Investment System

INTER-
NATIONAL

TRADE AND
INVESTMENT

Source: Global Agenda Council on Values

How values shape the future of long-term investing,
infrastructure and development

A key driver of growth, competitiveness and social well-
being, infrastructure depends on investment. A significant
number of economically viable infrastructure investments,
however, are not progressing; moreover, much-

needed investment is not flowing to infrastructure and
development. By increasing its participation, the private
sector could do much to close the gaps. In addition,
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COMMON GOOD:

Unselfishness
Inclusion

HUMAN DIGNITY:

Equality
Biocentric Equality
Caring Opportunity
Purpose
Respect

Responsibility

STEWARDSHIP:

Sustainability
Future matters
Custodians
Responsibility
Legacy

policy-makers need to express their vision for the system
of long-term investing, infrastructure and development, the
benefits it could bring to society, and how to share these
fairly with investors. As Josh Bivens, Director of Research
and Policy at the Economic Policy Institute (Washington
DC), states: “In the near term, increases in infrastructure
spending would significantly boost economic activity and
employment ... Infrastructure investments provide the
potential to boost economy-wide productivity growth.”'2



Blended Finance, a joint initiative of the World Economic
Forum and the Organisation for Economic Co-operation
and Development (OECD), identifies the main challenges
that prevent private capital from being deployed in
emerging and frontier markets. Through the initiative,
development funders can help overcome investor barriers
and increase the supply of private capital to key sectors
and countries; they look to shift the investment risk-return
profile with flexible capital and favourable terms.

An estimated $57 trillion in infrastructure investment
between now and 2030 is required to keep pace with
projected global GDP growth.13 Practical steps can boost
productivity and reduce infrastructure spending by 40%,
resulting in $1 trillion in yearly savings. Choosing the right
projects and eliminating wasteful ones could save $200
billion a year globally, and streamlining delivery presents
an opportunity to save up to $400 billion annually as well
as accelerate timelines.14 Rather than invest in costly
new projects, governments can also address some
infrastructure needs by getting more out of existing
capacity.

The Impact of Values on this System

Wayne Silby, Founder of the Calvert Foundation, which
provides community development financing in the United

States, put it well: “Money without values can maybe
not create the world that we want.”15 From a values

perspective, infrastructure and development investments
should arise from a clear-headed vision for the future of
civilization, with humanity at its core. Explicitly stated and
shared values provide the motivating glue for projects, such
as the Blended Finance initiative.

The global definition of infrastructure is changing to include
information, the internet, new forms of autonomous
transportation, drones and new housing models. This
development is important as values must also relate

to what will be considered infrastructure in the distant
future. Infrastructure must be ecologically sustainable,

and consideration must be given to how non-fossil fuel
energy sources (made from materials that enhance, store
or conduct energy directly to a grid) may relate to buildings
and roads; how internet access will be vital to economic
development; and how transportation infrastructure and
health-focused city design are central to prosperity (Figure
4).

Bringing together action-oriented groups of leaders from
around the world at each of the World Economic Forum’s
regional gatherings — to set goals and document firm
commitments for investing — may inspire other groups

or countries to do the same. This could raise the profile

of arguing for longer-term infrastructure investments

and development. It may also encourage countries,
corporations and investor funds to compete for the sake of
sector or national pride.

Figure 4: Factoring Values into the Long-Term Investing, Infrastructure and Development System

Health-focused
city design

Equal
access
internet

Ecologically
sustainable

Human
centered
transport
future

Source: Global Agenda Council on Values

“BEST SOCIETY
POSSIBLE”
INFRASTRUCTURE

LONG-TERM INVESTING,
NFRASTRUCTURE AND
DEVELOPMENT
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Social Capital - Common Good

According to Schwab, the more the world becomes
infused with digitalization and high technology, the greater
the need will be to “still feel the human touch, nurtured

by close relationships and social connections”.'® He
shares the growing concern that, as the Fourth Industrial
Revolution deepens individual and collective relationships
with technology, it may negatively affect people’s social
skills and ability to empathize. A publication of the
OECD’s Insights series'” defines social capital as the links,
shared values and understandings in society that enable
individuals and groups to trust each other and, thus, to
work together.

Social capital can be divided into three main categories:

— Bonds - links to people based on a sense of common
identity

— Bridges - links that stretch beyond a shared sense of
identity

— Linkages - links to people or groups further up or
lower down the social ladder

[t can be argued that an increase in social capital can
improve the common good. Discussions about the
common good and human dignity focus mostly on social,
relationship, human and intellectual capital, and include key
questions about the importance and nature of governance.
Examples of important areas directly affected are:

—  Economic growth and social inclusion/humanitarian
system

— Education, gender and work

—  Employment, skills and human capital
— Health and healthcare

— Digital economy and society

— Cities and urbanization/mobility/human mobility and
migration

— International governance and public-private
cooperation/regional governance/international security

A few of these are discussed in more detail below.

How values shape the future of economic growth and
social inclusion

In the Fourth Industrial Revolution, “the scale and

breadth of the unfolding technological revolution will

usher in economic, social and cultural changes of such
phenomenal proportions that they are almost impossible
to envisage”.'® Coupling economic growth with a broad-
based and inclusive advance in living standards is widely
acknowledged to be an immense challenge. Leaders of
major international economic organizations have repeatedly
expressed concern about rising inequality, and have called
for new strategies to address it. Two elements are involved
in this system: encouraging strong economic growth, and
ensuring growth is inclusive.

Economic growth is essential to improve living standards,
yet statistics often show that it exacerbates the difference

12 Values and the Fourth Industrial Revolution

between rich and poor. Research suggests that inequality
dampens growth and aggravates social instability

and other global risks. However, many advanced and
middle-income countries have seen inequality rise over
recent decades. It remains extremely high in developing
economies; according to the OECD, the average income of
the richest 10% of the world’s population is approximately
nine times that of the poorest 10%, up from seven times 25
years ago.

Adopting new technologies offers a potential solution

to drive growth. However, it can also widen existing
inequality by intensifying productivity differences at the
country, industry and firm level, and by disproportionately
empowering the “winners” of innovation. Policy-making
must become even more people-centred, with a greater
focus on societal goals. Efforts are needed to accelerate
economic activity and to ensure that its benefits reach
throughout society. The Scandinavian economies provide
what is possibly the best case studies of economic growth
and social inclusion.

While the challenge is apparent, concrete policy and
business responses are not. To a large extent, policy
debates are polarized and removed from evidence.
Many businesses are also not focused on developing
strategies to strengthen shared economic and societal
value. Public-private collaboration, however, can make a
notable difference given insufficient demand, persistent
unemployment, stagnating productivity and growing
inequality. It can achieve the dual objectives of strong
growth and broad progress in living standards by:

— Researching how the Fourth Industrial Revolution could
contain an global-commons element with a basic
income for all (patent windfall taxes, golden shares, tax
transparency and transaction tax)

— Bringing together potential winners and proxies for the
losers from the Fourth Industrial Revolution for a new,
powerful and positive narrative

— Coordinating research on the future of work, the areas
where greater productivity is required, and how shorter
working hours could be financed

The Impact of Values on this System

A values approach is critical for addressing these
challenges. As set out in this White Paper’s introduction,
values provide both a clear destination and the motivation
to move towards it. The core values of human dignity and
common good point directly to the need to create good
livelihoods for all who need them, in addition to achieving
a much greater level of equality in income and wealth than
exists today (Figure 5).

The Fourth Industrial Revolution must be accompanied by
a “values revolution” to ensure it works for the common
good. With tremendous diversities in the world, such a
revolution requires an immense effort from those dealing
with the challenge.



Figure 5: Factoring Values into the Economic Growth and Social Inclusion System
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How values shape the future of education, gender and
work

Among other factors, a nation’s growth depends on
whether and how it educates and integrates its talent.
Women make up half of the potential workforce in

any economy, and the effective use of this talent

pool is an important factor for growth, prosperity and
competitiveness. While 96% of the health gender gap

and 95% of the education gender gap have been closed
globally, only 59% of the economic and 23% of the political
gender gaps have been eliminated. At the current rate of
progress, the economic gender gap will be closed in 118
years. Schwab believes taking into account the Fourth
Industrial Revolution’s impact on the gender gap is crucial.
“The cumulative effect of significant [job] losses across
whole job categories that have traditionally given women
access to the labour market is a critical concern,” he
notes.'

Closing gender gaps and leveraging the wider economic
and societal benefits of gender parity require a concerted
effort between businesses, governments and civil society.
Gender equality is emerging as a new social norm,
thanks in part to coverage by traditional and new media,
and is creating adaptive pressures in governments and
organizations. The World Economic Forum’s Shaping the
Future of Education, Gender and Work System Initiative
aims to serve as a partner in global, regional, national
and industry transformations through a sustained flow of
activities to shape, advance and monitor gender parity.

Women'’s expectations of themselves in relation to career
and breadwinning, as well as men’s expectations in relation
to the family and caregiving, are both changing, although
women still bear a disproportionate share of the unpaid
work at home. Access to quality and affordable childcare
remains a challenge for many working families. The gender
pay gap may lead some women to sacrifice their careers
to stay home with their children. To address this at the
company level, firms could offer on-site and affordable
childcare and make a concerted effort to narrow the pay
gap. A scorecard approach may be used to evaluate
companies that provide family-friendly environments.
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The traditional roles of men and women at work and home
need to continue shifting to close gender gaps in pay and
leadership. Statistics indicate a strong case for gender
diversity. Companies with top-quartile representation of
women in executive committees tend to perform better
than companies with no women in these positions.
Moreover, women’s integration into political decision-
making has been shown to increase their representation
in broader segments of society and to decrease income
inequality.

High levels of global unemployment and the rapidly
changing nature of work present a growing labour market
crisis that is threatening livelihoods and exacerbating
inequality and social tensions. While 197 million people
around the world were unemployed in 2015,2° 470 million
new jobs will be needed globally by 2030. Yet, employers
are struggling to find talent with a growing mismatch
between available and required skills. Technological,
demographic and economic trends are also profoundly
changing the nature of work. Existing jobs are displaced
by disruptions, such as increased automation and new
positions for which current education and training systems
are not yet fully equipped. According to Schwab, society
must understand technology’s two competing effects on
employment:

First, there is a destruction effect as technology-fuelled
disruption and automation substitute capital for labour,
forcing workers to become unemployed or to reallocate
their skills elsewhere. Second, this destruction effect

is accompanied by a capitalization effect in which the
demand for new goods and services increases and leads
to the creation of new occupations, businesses and even
industries. As human beings, we have an amazing ability
for adaptation and ingenuity. But the key here is the timing
and extent to which the capitalization effect supersedes
the destruction effect, and how quickly the substitution will
take.?’

Hundreds of millions of new workers have entered the
global economy over the past three decades, according
to Michael Spence, Chair of the World Economic Forum
Global Agenda Council on New Growth Models:
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They arrived with various levels of education and skill,
and over time have generally gained in terms of “human
capital” — and in terms of value added and income. This
has brought a tremendous, and ongoing, growth in
income levels, opportunities and the size of the global
economy, but also more employment competition and
significant shifts in relative wages and prices, which

is having profound distributional effects ... We do not
have well developed frameworks for understanding
structural change. Nevertheless, the unemployed and
underemployed, especially younger people, expect their
leaders and institutions to try.??

The developing world needs policy responses at both the
international and national levels to meet the formidable
employment challenge facing the world. To improve the
employment situation in developing countries, the huge
asymmetry in the international distribution of productive
resources must be reduced. Globalization’s potential role
in this needs to be recognized as well. Given this context,
international policy must first provide aid for the investment
required to address the employment problem; analysis
shows that this has been effective in the past. Second,
international policy needs to transform brain drain into
“brain circulation” in developing countries that lack skilled
workers. Consideration must be given to establishing a
transparent approach for the fixed-term migration of high-
skilled workers.

The Impact of Values on this System

Workplace cultures need to change to embrace workers
who take advantage of policies that help balance

family responsibilities with work. This requires honest
conversation between men and women. For the common
good, those educating future leaders, including business
schools, must encourage honest dialogue and awareness
of family-related challenges at work.

Companies may face practical challenges in implementing
family-friendly policies, such as extended leave for both
men and women. An employee’s extended absence

may place a burden on other staff members or stall a
company'’s productivity. Further discourse is needed and
lessons could be learned from businesses that successfully
implement family-friendly policies for tackling these
practical problems. The private sector, governments, non-
governmental organizations (NGOs), universities and other
stakeholders, such as labour unions, are at the forefront of
how to solve challenges in employment, skills and human
capital.

These organizations would be well-served by a values-
based approach as they begin to analyse future labour
market trends and disruptions in industries, sectors and
regions, and the implications for workforce strategy, talent
and skills. By filtering their decisions through a “values
lens” aimed at enhancing human dignity, common good
and stewardship (Figures 6 and 7), the resulting policies will
be more humane and sustainable for the longer term.

The key to the world’s economic growth lies in the talent,
know-how, skills and capabilities of its people — its human
capital. Investing in it and innovating for education and
employment is critical for both the public and private
interest.

Figure 6: Factoring Values into Gender Parity of the Education, Gender and Work System
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Figure 7: Factoring Values into Employment, Skills and Human Capital of the Education, Gender and Work

System
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How values shape the future of health and healthcare

While advances over the past century have led to

people living longer and healthier, delivering healthcare

in the global health system has been fragmented and
disorganized, growing more expensive by the decade. As
chronic and non-communicable disease rates continue
to climb, governments, the private sector and NGOs are
wrestling with how to provide, disseminate and pay for
adequate prevention and treatment.

Growing evidence suggests a positive correlation between
the health of a corporation’s employees and its financial
performance. Often, staff of corporations that invest in
workers’ health take fewer sick days, are more productive
and less likely to take early retirement for health reasons.
All of these have clear and direct financial benefits. Nicolas
Berggruen, founder and president of Berggruen Holdings,
says that happier and healthier employees will most likely
be more productive, and organizations that enable healthy
environments will also be more able to attract better
people.??

The Vitality Health Metrics Working Group initiative has
been instrumental in advancing organizations’ ability to
measure and report on their employees’ health in a more
comprehensive way. The idea of more comprehensive
health metrics has attracted the attention of both the
Global Reporting Initiative (GRI) and the International
Integrated Reporting Council (IIRC). Having such metrics
is aligned with the UN Global Compact and captured in

the Sustainable Development Goal 3: “Ensure healthy lives
and promote well-being for all at all ages”. Recognizing that
the United States must build a culture and environment
focusing on wellness rather than healthcare, US Healthiest,
a non-profit organization, created a signature programme
called HealthLead™ Workplace Accreditation. It not only
recognizes organizations that demonstrate best practice

in employee health management and well-being, but also
helps them better align these practices with business
sustainability, health, productivity and financial outcomes.

Citing the Health Disparities and Inequalities Report —
United States, 2013 of the Centers for Disease Control
and Prevention, the National Business Group on Health
writes: “People who live in mostly minority communities
continue to have lower socioeconomic status, greater
barriers to healthcare access, and greater risks for and
burden of disease compared to the general population
living in the same county or state.” As social, economic
and environmental factors contribute strongly to health
inequities, the group suggests that “employers must design
programmes and implement policies to improve where
people work and form partnerships to improve where
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The Impact of Values on this System

In taking a more active interest in their employees’ health, organizations must move beyond traditional occupational
health and safety issues and address health and well-being more broadly. In addition, organizations need to measure and
report more comprehensively on the health of their workforces. According to Paul Druckman, Chief Executive Officer of
the International Integrated Reporting Council, the health of a company’s employees is a vital dimension of human capital

management and disclosure.?

Although clear and direct operational reasons favour more investment in health, values play an important role because
they speak to the issues of care and respect for human dignity (Figure 8). As unhealthy people cannot fulfil their true
potential, it can be argued that corporations and governments therefore have a moral obligation to contribute to

improving health.

people live, learn and play”.?*

Figure 8: Factoring Values into the Health and
Healthcare System

Source: Global Agenda Council on Values

How values shape the future of the digital economy and
society

Today’s unprecedented connectivity means that the
software for it is a primary value driver. In the midst

of the second machine age and the Fourth Industrial
Revolution, most interactions and transactions are
becoming digitalized. As a result, people must evolve or
even fundamentally redefine the understanding of concepts
such as security, privacy, identity, society and even

human agency within this system. People will ultimately
determine how they use digital technology, according to
John Hagel, Co-Chairman of the Deloitte Center for the
Edge and author specializing in the intersection of business
strategy and information technology. He asks: “Will we use
[technology] to narrowly squeeze out all the inefficiency in
the work we do? Or will we use it to catalyse and amplify
the imagination ... that could identify entirely new avenues
to create fundamentally new sources of value?”?® As
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Schwab has noted:

We must have a comprehensive and globally shared view
of how technology is changing our lives and those of future
generations, and how it is reshaping the economic, social,
cultural and human context in which we live. The changes
are so profound that, from the perspective of human
history, there has never been a time of greater promise or
potential peril.?

The shared economy began by promising democratized
peer-to-peer platforms, with a smarter, fairer and more
sustainable allocation of resources that capitalized on
excess capacity. Yet, recent controversies surrounding
shared-economy companies, such as Uber and Airbnb,
show an aggressive and largely unregulated “uberization”
of markets where contractors have diminished leverage.
Platform Cooperativism, a counter-movement to these
emerging monopolies, proposes “worker-owned
cooperatives” that should design their own apps-based
platforms and encourage peer-to-peer ways of providing



services.

As personal data (or algorithmic selves) become more
valuable to third parties or political agendas, gaining

some form of control will become increasingly important.
To remain autonomous, people should have the right to
have an “algorithmic angel” — a guardian service allowing
them to protect their agency over their data. In a capitalist
society, this service would also likely be offered by a third,
commercial party. How should interests be aligned so that
controlling an individual’s algorithmic self is both valuable
for the person as well as for a business? The answer to this
question will shape future individuality and agency.

Figure 9: Factoring Values into the Digital Economy and Soci
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The Impact of Values on this System

Today’s tech start-up founders are creating the organizations
of tomorrow. Their products and services represent a certain
ethos and will be role models for millions of users. A “values
toolkit” may help to raise awareness and enable founders to
make more conscious values-based decisions early in their
entrepreneurial journeys (Figure 9).

Huge numbers of interactions are now taking place online
or in digital form. Social networks such as Facebook

or LinkedIn have a big responsibility for the values they
promote and that shape our behaviour in the private and
public arena.

In this period of profound digital transformation (and

with technology reflecting underlying ethical positions),

a discussion about “silicon values” is paramount for the
common good. Importantly, this is not a values-neutral
space. Raising awareness of conflicting sets of values will
better enable people to use ubiquitous digital technologies
to sympathize with and respect one another. It will help to
build empathy, tolerance and trust as the foundation of
prosperous and peaceful digital societies.

To provide a platform for this, the World Economic Forum is
launching the Centre for Interaction Excellence, a timely and
important initiative for advancing the discussion.
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How values shape the future of international governance
and public-private cooperation

As the International Organization for Public-Private
Cooperation, the World Economic Forum seeks to uphold
world-class corporate governance, where values are as
important as rules. The Forum’s answer to how the public
and private sectors should cooperate responsibly lies in
transparent governance, a diverse membership base, a
relentless focus on values among people, and efficient
processes that drive constituents towards solutions.

Public-private partnerships (PPPs) “combine the best

of both worlds: the private sector with its resources,
management skills and technology; and the public sector
with its regulatory actions and protection of the public
interest. This balanced approach is especially welcome in
the delivery of public services which touch on every human
being’s basic needs”.?® Some governments undertake
PPPs without an overall PPP policy, which leads to ill-
defined goals and potential problems with projects. A PPP
policy is needed to set a roadmap for implementation, as
without it, no other mechanism can turn aspirations into
concrete programmes.

A key driver of more recent efforts to increase public-
private cooperation is economic in nature.?® Governments
are seeking to save money as they face growing challenges
with shrinking resources. Private “managerialism” has
become widely regarded as an antidote to the public
sector’s perceived bureaucracy and inefficiencies. “The
idea that Google or Oracle or IBM could or should be
state-owned is nonsensical, but their importance to cyber
security is unquestionable. In the case of IT security,

as with many other contemporary challenges, private

and public actors have always been involved and their
continued cooperation is essential if the challenge is to be
met with any semblance of efficiency or effectiveness.”°

Manufactured and Natural Capital — Stewardship

The abuse of natural resources in manufacturing processes
constitutes the main concern of climate change and global
warming. While responsible stewardship of the planet
requires that these resources are managed responsibly,
those affected most by climate change often live very far
from where the damage is done.

Discussions about stewardship focus mostly on
manufactured and natural capital, and include the systems
of food security and agriculture, consumption, environment
and natural resource security, energy, and production.
Several of these are now covered in more detail.

How values shape the future of food security and
agriculture

By 2050, the over 9 billion people inhabiting the world

will demand 60% more food than what is consumed
today. Feeding this expanded population nutritiously and
sustainably will require tremendous improvements in the
global food system — one that provides livelihoods for
farmers as well as nutritious products for consumers.
Through a market-based and multistakeholder approach,
the New Vision for Agriculture (NVA) aims to achieve a 20%
improvement in food security, environmental sustainability
and economic benefits to agriculture in each decade until
2050.

Challenges include volatility of commodity production

and prices, high levels of poverty and hunger among rural
and farming communities, increasing water scarcity, and
climate change. To address these, the NVA has designed a
distinctive global platform and participative approach with
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over 500 organizations engaged, and has helped to drive
partnerships in 19 countries across Asia, Africa and Latin
America. This includes the Grow Africa and Grow Asia
regional partnerships, NVA India, the NVA Transformation
Leaders Network, and over 90 value chain partnerships
focused on increasing productivity, environmental
sustainability and farmers’ income for a variety of crops.

The challenges related to food security and agriculture
are systemic and interconnected, with a need to create
synergies and a coordinated response by all role players
throughout the value chain. A code of conduct should
be established and reviewed regularly, and guidelines
elaborated to help build an equitable global food security
and agriculture system. Women'’s status must also be
improved, as they play central roles in farming in many
developing countries.

The increasing global demand for organic food production
is creating an opportunity for small African farmers.
Organic agriculture, using more traditional farming
practices and at lower risk, has fair trade labels that allow
more than 2,150 certified organic farmers to participate

in export chains. In fact, in Uganda, export volumes have
grown 60% on average over the past couple of years.

The private sector is striving to develop new markets and
sustainable supply chains, respond to evolving consumer
demands, manage risks and emerging challenges, and
adapt to a resource-constrained world. This requires a
strategic, long-term vision, coupled with new ways of
working with all actors along the value chain. According



to Paul Polman, Chief Executive Officer of Unilever, “As
we determine the course of the next fifteen years for
sustainable development, we need to acknowledge that
those most often living in extreme poverty are those living
on small farms; they are also most disproportionately
affected by climate change. Regardless of what
approaches we take, | see the private sector leading the
way.”s!

The Impact of Values on this System

Solving food security and agriculture challenges will be
extremely difficult without dealing with ethical issues (Figure
10). Regarding human dignity, world populations have a
right to access food; being unable to eat is a great injustice
and an unethical act, no matter the reason.

At local and global levels, leaders should encourage ethical
agricultural production to feed people and to avoid waste.
Natural resources are crucial in food production for human
survival. Better use of technology and communication tools
can have an important impact on knowledge sharing at all
stages of the food chain, especially for people living in the
developing world.

Figure 10: Factoring Values into the Food Security and Agriculture System
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How values shape the future of consumption

Through its Sustainable Consumption initiative, the World
Economic Forum is making a tangible impact in this area.
In its 2013 report, Sustainable Consumption: Stakeholder
Perspectives, the Forum built on the original UN definition
of sustainable development to describe it as “consumption
that meets the needs of the present without compromising
the ability of future generations to meet their own needs”.*
In the initiative’s early years, many in the private sector
shared the view that “[w]hile consuming less will surely
lower the impact on the environment, less consumption
could also imply less economic activity, which would
deliver less growth, lower incomes and fewer jobs”.*®

A breakthrough came in November 2008 at a “design
charrette”, or workshop, held in New Delhi, India, where
a group of 50 participants, including business leaders
and students, suggested innovative ideas to change
the “product-service system”. All solutions offered value

to citizens and firms, with business models radically
different from those known in 2013. The report concluded
that, while accelerating and scaling progress towards
sustainable consumption will require many steps and
actions, the ultimate goal is still sustainable prosperity:
“By innovating with the goal of sustainable markets and
new opportunities, businesses can minimize risks and be
the primary driver of sustainable consumption. Along the
way, they can enable an expanding global population to
consume sustainably, leading the change of consumption
patterns in the developed world while creating a model for
long-term prosperity in the developing world.”s
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The Impact of Values on this System

The development model has benefited economies and companies, namely through cheaper and better imports,
production efficiencies, and growth from sales at greater scale and volume. However, with a significant anticipated
increase in global population, and an expected several-fold depletion and consumption of natural resources, a key
question remains: how long can the world sustain the model without further damaging the environment and aggravating

existing inequalities?%°

Though technological advances are only part of the equation, consumers “will also need to re-evaluate their lifestyle

and their environmental, social and economic impact. They will need to assess how they choose and use products and
services.”®® In line with the value of stewardship, the new generation’s consumption patterns are changing, according to
the Forum’s Engaging Tomorrow’s Consumer project.®” Millennial consumers are increasingly searching out products that
make them look and feel good, but which are also good for the planet and society.

How values shape the future of environment and natural
resource security

Sustainable economic growth depends on resource
management, whether in energy, infrastructure, healthy
workforces or food security. Climate change threatens
each of these. Without proper intervention, environmental
changes will severely suppress the potential economic
growth of emerging economies, and sustainable

growth of developed ones. Improper management of
natural resources leads to corruption and decreased
accountability.

The failed talks at the 2009 United Nations Climate Change
Conference in Copenhagen highlighted three issues of
the environment and natural resource security system:
the differences between developed and developing
economies, the varied impacts of climate change felt

by each, and the pressures of governments to take into
account their own political systems and private-sector
interests. Values during the talks were nation-centric, and
not grounded in the common good or the need for global
stewardship. Governments have to achieve a new vision
of sustainable development, according to Jeffrey Sachs,
professor of sustainable development, Columbia University
(USA) and special adviser to the UN Secretary-General.
This means combining economic development, social
inclusion and environmental sustainability. As Sachs has
underlined: “That’s the concept that can keep us safe,
that can be a path to fairness in the world, and a path to
prosperity. So by taking that holistic vision and putting

it front and centre, whether it’s for finance, whether it’s
for new goals or whether it’s for climate, we can have
success”.®8

While supporting and developing local economies,
multisectoral partnerships take practical realities into
account, such as infrastructure challenges. Various
opportunities exist for community investment in technology
and resource infrastructure to help develop economies.
Different technologies (e.g. cellular, satellite) can be
leveraged to improve crop yields. Furthermore, approaches
such as climate-smart agriculture (CSA) advance local
farming practices in several African communities.
According to the New Partnership for Africa’s Development
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(NEPAD), “CSA describes agricultural practices,
approaches and systems that sustainably and reliably
increase food production and the ability of farmers to earn
a living, while protecting or restoring the environment. It
aims to build the food and nutrition security of the rural
poor so that farm families have access to enough nutritious
food at all times, even in the face of a changing climate”.®®

The Impact of Values on this System

Climate change and resource scarcity present challenges
that are likely to cause increasing global havoc, and to beg
for a values-based discussion. Climate change threatens
individual human dignity as societies across the world
struggle to find clean water and reliable food sources,

and are additionally challenged by corporate ownership of
natural resources.

The interests of the common good are central, since
resources such as clean water, rare earth metals and food
sources must be shared, though they have also been
monetized and continue to be part of the world economy.
Stewardship will be critical, as economic development

and individual lives of future generations are inextricably
linked to the climate and viable solutions. A values-focused
perspective (Figure 11) would consider the concepts of
ownership; investment; personal, community and global
responsibility; and sustainable and equitable growth for
economies and resources. A values-based approach

to global negotiation and conflict resolution could prove
essential to boosting opportunities for inclusive economic
growth and security. In contrast, lacking such an approach
could lead to personal, regional and ultimately global
devastation.



Figure 11: Factoring Values into the Environment and Natural Resource Security System
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Shaping the future of energy

The energy industry faces challenges that grow more
complex by the day. “Projects are increasing in size,
complexity, risks and costs. At the same time, society is
transforming and demanding more from both business and
government.”® According to the Forum’s Global Agenda
Council on Decarbonizing Energy, the possibility of major,
future sources of energy being less carbon-intensive and
even carbon-free is consistent with the structural change
and transformation of energy systems over the long term.*
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Part 2

Measuring Values

The Global Agenda Council on Values developed a
proposal, outlined in this section, for a values self-
assessment tool that enables organizations to measure the
maturity of values in terms of commitment, governance and
performance.

Measurement takes place according to the three core
pillars of human dignity, common good and stewardship.
The process (Figure 12) also allows organizations to
solicit anonymous feedback from their stakeholders.
Organizations can decide whether they will publish the
results of the measurement or simply use it for internal
purposes. The tool is available to all Partners of the World
Economic Forum.

The tool’s major benefits are:

— Providing comparable data on perceptions about the
maturity of values

— Allowing stakeholders to complete the assessment,
thereby providing anonymous feedback to
organizations about their performance on values

Figure 12: Process for the Values Self-Assessment Tool
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Source: Daniel Malan/Global Agenda Council on Values

Once an organization has registered online, one
representative is allowed to complete the questionnaire
on the organization’s behalf. The questionnaire comprises
20 questions covering commitment, governance and
performance over the three core pillars (Figure 13).
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Figure 13: Measurement Areas
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Source: Daniel Malan/Global Agenda Council on Values

Immediate feedback is provided once the questionnaire is
completed, and an initial score out of 100 is calculated. The
organization can then invite any number of its stakeholders
to share their views on the company’s performance.
Typically, a core group of employees, customers, suppliers
and beneficiaries of citizenship programmes will be asked
to respond to the questions over a period of six to eight
weeks.

Once stakeholders provide feedback, a second score out
of 100 is calculated. The gap between the company and
stakeholder scores will give some indication whether the
company score was realistic. A final values score will be
calculated, and will reflect the total scores as well as the
gap between them.



Draft Questionnaire

The chief executive officer or designated executive of
any organization must complete the draft questionnaire.
(A description of the questionnaire’s content is shown in
the Table.) The option exists for selected stakeholders
to complete the survey as well. Only directors and the
company secretary can answer certain questions — for
example, on the nature of board agendas.

Table: Draft Questionnaire Content

Possible responses are:
1. Strongly agree
Agree

Unsure

Disagree

o &~ D

Strongly disagree

Category

Value

Description

Commitment

Common good

The company is committed to pursuing
activities that would benefit all its
stakeholders

Human dignity

The company acknowledges

and advances the dignity of all its
stakeholders, including employees and
the entire supply chain

Stewardship

The company is committed to
contributing to stewardship of the
planet

Governance

Common good

Directors display ethical values when
interacting with all stakeholders,
including investors

Human dignity

Measuring values, such as fairness and
human dignity, forms part of integrated
reporting, including reporting on
sustainability

Stewardship

Sufficient resources have been
allocated to management to embed
values within the company

Performance

Common good

Stakeholders benefit from a fair and
transparent business relationship with
the organization

Human dignity

Stakeholders, including employees,
customers and suppliers, are always
treated with respect

Stewardship

From its performance, the organization
is clearly doing everything possible to
be a responsible steward of the planet

Source: Daniel Malan/Global Agenda Council on Values
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Part 3

Reporting on Values*

Reporting is of particular importance because it provides the window on all the activities of a corporation. A corporate
report shares information — financial and non-financial — with both external and internal stakeholders. It is through the
analysis of corporate reports that stakeholders receive insight into how corporations behave and the values on which

they base their behaviour.

This part provides a brief historical overview of sustainability reporting and contextualizes the recent emergence of
the concept of integrated reporting. The business case for reporting and the main role of players and standards are
discussed, with specific reference to the work of the GRI and the IIRC.

The Evolution of Reporting

Corporate responsibility reporting has been around for
longer than many people might think. Over time, the focus
has shifted from social components to environmental
components to a “triple bottom line” approach, and

is currently moving rather rapidly towards integrated
reporting. The roots of reporting can be traced back to
the 1940s, when the term “social audit” was used for the
first time by Theodore Kreps, professor at the Stanford
Graduate School of Business (1930-1962), in relation

to companies reporting on their social responsibilities.
This concept was further developed during the 1950s
and beyond, but mostly within academic circles, and
was focused on the broader concept of corporate social
responsibility (CSR), as opposed to the activities of
measurement and reporting.

During the 1980s, ethical investment funds in the United
Kingdom and the United States began screening
companies based on their social and ethical performance.
The 1990s brought increased reporting. A good example
is the Body Shop International, which voluntarily published
its first Values Report in 1995. The report included
environmental, animal protection and social statements.
The 1990s were described as the “transparency decade”
by the globally recognized think tank, SustainAbility. This
was a period when a series of major incidents forced
pioneering companies to “come clean” and issue reports.
At the same time, sustainability reporting standards were
formalized through the GRI. These guidelines are currently
in their fourth iteration and will soon be transformed into

a set of formal reporting standards. SustainAbility argued
that the first 10 years of the 21st century might become
the “trust decade”, based on ever-increasing transparency,
accountability and reporting. Ironically, this decade turned
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out to be one of fundamental distrust, starting with the
collapse of Enron and ending with the aftermath of the
global financial crisis. It could be argued that distrust arose
as a result of increased disclosure and transparency.
However, a more plausible reason is that poor or
questionable corporate performance (rather than increased
disclosure) was the main culprit.

Over the last two decades, the most important identified
changes include the growth in the number of reporting
companies (from a few dozen to a few thousand), the

shift from environmental disclosure to triple-bottom-line
disclosure to integrated reporting, and the rapid increase in
the volume of information (both printed and online).

However, even a few thousand reporting companies still
constitute a small percentage. In June 2016, approximately
9,000 reporting organizations were listed on the GRI
website, and many of these are not multinational
corporations.** According to the World Health Organization,
there are more than 60,000 multinational corporations in
the world, and trade between these corporations and their
subsidiaries or affiliates accounts for two-thirds of total
world trade.**

The challenge identified by SustainAbility some time

ago remains relevant today, namely the need to link
sustainability issues with business performance and
corporate identity. More recently, the positions of financial
institutions and institutional investors have made a
substantial contribution to highlighting the business case
for reporting, with the UN Principles for Responsible
Investment, an initiative of the UN Global Compact and
UNEP Finance Initiative, and the International Corporate
Governance Network being particularly active in this
regard.



Over the years, there have been increasing requests for
governments to make some form of sustainability reporting
compulsory. A few years ago, this culminated in the GRI’s
Report or Explain campaign.*® Extensive lobbying also
succeeded in putting reporting on the agenda for the
United Nations Conference on Sustainable Development
(Rio+20, or the Earth Summit) in 2012. In the end, a
relatively watered-down paragraph was inserted in the final
declaration signed by 114 heads of state. Paragraph 47 of
the final declaration reads:

We acknowledge the importance of corporate sustainability
reporting, and encourage companies, where appropriate,
especially publicly listed and large companies, to consider
integrating sustainability information into their reporting
cycle. We encourage industry, interested governments as
well as relevant stakeholders with the support of the UN
system, as appropriate, to develop models for best practice
and facilitate action for the integration of sustainability
reporting, taking into account the experiences of already
existing frameworks, and paying particular attention to

the needs of developing countries, including for capacity
building.*®

Following agreement with this wording, the governments
of France, Denmark, South Africa and Brazil cooperated to
form an initiative called the Group of Friends of Paragraph
4747

In addition, the OECD Guidelines for Multinational
Enterprises recommend the following:

Enterprises should ensure that timely and accurate
information is disclosed on all material matters regarding
their activities, structure, financial situation, performance,
ownership and governance. This information should

be disclosed for the enterprise as a whole, and, where
appropriate, along business lines or geographic areas.
Disclosure policies of enterprises should be tailored to
the nature, size and location of the enterprise, with due
regard taken of costs, business confidentiality and other
competitive concerns.*®

In a March 2014 speech to the Institute of Chartered
Accountants in England and Wales, Mervyn King,
Chairman of the IIRC, explained the responsibility of the

board to ensure that traditional reporting is translated into a
more accessible format:

To be accountable, the board must report in an
understandable manner. Financial and non-financial
reporting are each critical but neither alone nor in their
silos is sufficient. The system of [integrated reporting]
requires the board to apply its collective mind to those
reports prepared, to the average user, in incomprehensible
language, understand them and explain “the state of play”
of the company in clear, concise and understandable
language. Such a report enables all stakeholders to make
an informed assessment about the company’s stability and
sustainability.*®

The 2016 report, Carrots and Sticks: Global trends in
sustainability reporting regulation and policy (published

by the United Nations Environment Programme (UNEP),
the Centre for Corporate Governance in Africa at the
University of Stellenbosch Business School, the GRI and
KPMG), indicated a surge in reporting instruments in place:
almost 400 instruments in 64 countries, out of 71 countries
researched.®® Although this shows increased commitments
and efforts to achieve transparency and accountability,

the large number and variety of instruments can also pose
challenges for reporting organizations.

Government regulation accounts for the largest proportion
of sustainability reporting instruments worldwide, with

over 80% of the governments of those countries studied
introducing some form of regulatory sustainability reporting
instrument. Around two-thirds of the identified instruments
are mandatory. There is a clear underlying trend of an
increasing volume of reporting instruments, with an
average of six instruments per country studied in 2016
versus 4.1 per country in 2013.5" According to the GRI:

The findings in the 4th edition of Carrots & Sticks reflect

a commendable effort by governments, regulators,

stock exchanges and others to implement sustainability
reporting policies through regulation, guidance and other
instruments. However, the publication also paints a picture
of a rapidly growing, increasingly complex and fragmented
landscape of reporting instruments.5?
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The Business Case for Reporting

Corporate responsibility reporting is important because it
is good for business and it is the right thing to do. This is
the classic argument of enlightened self-interest — doing
well by doing good. As already described, companies in
the early years reported on so-called non-financial matters
in order to appease stakeholders who wanted more
information and complained heavily if it was not provided.
Many companies that did this type of reporting did so
not because they thought it was material to business
performance or that it was their moral obligation, but
because they perceived a reputational risk if they did not.

Today, there is growing consensus that stakeholders,

and not only shareholders, have a legitimate interest

in obtaining material information about company
performance. This includes ESG information. Some
companies recognize the moral imperative to provide this,
based on the fundamental governance values of honesty,
transparency and accountability.

However, the business case is currently the main driver for
reporting. Material information on company performance
has to focus on both financial and non-financial
information. In terms of the correlation between responsible
business and corporate performance, the work on

shared value by Porter has received significant attention.

In terms of integrated reporting, the work of Eccles has
been very influential. For example, Eccles, loannou and
Serafeim®® have demonstrated that (what they call) “High
Sustainability” companies significantly outperform their
counterparts over the long term. Based on a detailed
analysis of a sample of 180 companies, they state clearly
that sustainable firms generate significantly higher profits
and stock returns.®* In terms of the contributing factors that
might provide this competitive advantage, they list a more
engaged workforce, a more secure licence to operate, a
more loyal and satisfied customer base, better relationships
with stakeholders, greater transparency, a more
collaborative community and a better ability to innovate.®®
They also highlight the importance of measurement

and disclosure, stating: “Reporting on such nonfinancial
performance measures to the board [as with regards to
sustainability topics] is an essential element of corporate
governance so that the board can form an opinion about
whether management is executing the strategy of the
organization well.”%®
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By engaging in corporate responsibility reporting,
companies benefit through improved understanding of the
business model and better decision-making, increased
investor confidence, improved reputation, and stakeholder
support. Integrated reporting emphasizes the link between
management information and external communication, as
well as the need for integrated thinking.

The role of investors is critical. The need for investors

to have comparable and standardized data has been a
major driver behind reporting standards. This point is
highlighted in an article published in the Financial Times,
where Michael Bloomberg and Mary Schapiro, Chairman
and Vice-Chairman, respectively, of the Sustainability
Accounting Standards Board, wrote: “Standardizing
disclosure of sustainability information could bring
significant financial benefits for shareholders and potential
investors — and help strengthen the global economy’s long-
term health”.5” Probably the most significant development
in the area of disclosure is integrated reporting.

An integrated report is defined by the IIRC as “a concise
communication about how an organization’s strategy,
governance, performance and prospects, in the context

of its external environment, lead to the creation of value in
the short, medium and long term”.*® The integrated report
should not be confused with integrated reporting, which is
defined as “a process founded on integrated thinking that
results in a periodic integrated report by an organization
about value creation over time and related communications
regarding aspects of value creation”.%



Part 4

Conclusion

The revaluation of creativity, trustworthiness and innovation
that drove the Industrial Revolution has helped to
coordinate the activities of entrepreneurs and consumers
within international networks of trade and knowledge
sharing. The recognition that individuals have ultimate
worth underpinned the drives to criminalize slavery and
establish civil rights. Moreover, the values of care for the
vulnerable and liberty were central to the Keynesian and
neoliberal movements, respectively, of the 20th century.

The world faces unprecedented disruptions —
demographic, social, geopoalitical, technological and
natural. It must again implement core values to coordinate
an adequate and decentralized response to them across
social boundaries. Responding with self-interest alone will
not be enough because it is inherently incapable of tackling
the underlying disruptions that generate a multitude of
externalities and inequalities, waves of interconnections
and uncompensated influences.

Self-interest responds to extrinsic incentives, such as
regulations, taxes and subsidies, which may drive out
intrinsic incentives to pursue prosocial values for their
own sake. A wealth of evidence shows that people whose
intrinsic values are triggered tend to be more prosocial
and pro-environmental, and they tend to live longer. For a
vanguard of decision-makers seeking new approaches —
who know that self-interest on its own will not overcome
the proliferating global problems — the key trigger is a
powerful and positive new narrative, accompanied by
social and institutional mechanisms that ensure they will
collaborate. The narrative, as well as the mechanisms,
build on common values rather than policies. For the rest
of the population, the values shift occurs once their norms,
rules, regulations, incentive schemes and institutions
have changed accordingly. In short, the creation of a
powerful narrative based on core values and backed by a
coordinated, pioneering movement for change is critical.

The values of human dignity, common good and
stewardship are potentially vital drivers of the new narrative
that the current global challenges call for. Such a narrative,
communicated to the wider public by a vanguard living
this narrative, appears essential to dismantle current
social boundaries and thereby generate a willingness to
cooperate. The dismantling can occur only through taking
the appropriate perspective. In social in-groups, people
take the perspectives of others into account alongside
their own. In so doing, they are automatically induced

to cooperate. The challenge nowadays is to extend this
interchangeability of perspectives beyond their current in-
groups. Only a new narrative, built on socially integrative
values, can rise to this challenge.

Having interchangeable perspectives persuades people to
apply core values in a coordinated way to address global
problems. Sharing perspectives is a matter of degree.

The first level is tolerance — the ability to acknowledge the
legitimacy of beliefs and attitudes different from one’s own.
The next level is respect, or the esteem shown to those
who differ. The highest level is service, widening one’s
circle of care and compassion — the drive to promote the
well-being of others and alleviate their suffering. The past
revaluation of slavery, as well as the present revaluation

of gender roles, have involved climbing this ladder of
interchangeable perspectives.

Much evidence exists that the greatest source of human
well-being is service and giving one’s time, talents and
love; moreover, this is key to promoting the core values
of human dignity, common good and stewardship. Such
traits of prosocial service can be developed or trained.
Service-based leadership must become the norm for
good leadership at all levels. A values-based approach
to global problem-solving involves expanding people’s
circles of tolerance, respect and service beyond immediate
in-groups to “others” — outsiders, refugees, those
dispossessed. The various approaches for achieving this
can be divided into three broad categories:

The voice of reason: This allows deficiencies in
cooperation to be viewed as problems to be overcome,
rather than as wrongdoings to be avenged. It involves
challenging ingrained prejudice that gives rise to
antagonisms and conflict, and creating awareness for the
long-term consequences of one’s actions. It also entails
“systems thinking”, which enables people to understand
interconnections among their behavioural patterns as well
as the feedback effects. As they understand how their
behaviour generates externalities and inequities, they
may be induced to act in a more socially responsible way.
Psychologists, sociologists and anthropologists widely
appreciate that reason alone is generally a weak driver

of cooperation across social boundaries. When people
believe they are worth more intrinsically than others, reason
cannot induce them to pursue the global public interest.
In evolutionary terms, reason serves people’s motivations
(whether cooperative or antagonistic) rather than vice
versa. In the words of John Rawils:

[A society] ... is typically marked by a conflict as well as

by an identity of interests. There is an identity of interests
since social cooperation makes possible a better life for all
than any would have if each were to live solely by his own
efforts. There is a conflict of interests since men are not
indifferent as to how the greater benefits produced by their
collaboration are distributed, for in order to pursue their
ends they each prefer a larger to a lesser share.®®
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The voice of socialization: This involves encouraging
direct reciprocity (“I will help you if you help me”), promoting
reputation building (“When | help others, | gain a reputation
for being helpful, which encourages others to help me,

in the expectation that | will help them”), encouraging
cooperative social norms (so that following norms elicits
rewards, and violating norms exhibits punishments from
others), and setting bounds on the scope of competition
(thereby limiting people’s opportunities to make gains

at each other’s expense). Bringing people of different
countries and cultures into such social relations with each
other will induce them to cooperate more. However, the
voice of socialization, by itself, is also a weak driver of
cooperation. This approach works much more effectively
within one’s social groups than across them.

The voice of tolerance, respect and compassion/
service: As the final, most encompassing and effective
approach, this entails acknowledging the legitimacy of
others, as well as promoting their interests and holding
those interests in esteem. It ensures a genuine and
broad-based interchange of perspectives, and widens
people’s circles of care to include out-groups. With this
voice, violence and atrocities become impossible. In this
area, the centrality of a values-based approach to global
problem-solving becomes particularly compelling. Thus
far, the World Economic Forum and other international
organizations have not explicitly applied this approach to
global problem-solving.

Meeting the world’s unprecedented challenges will

require a values-driven approach. Only common values,
deployed in common practical endeavours, can coordinate
the actions of diverse decision-makers in business,
government and civil society across national, cultural and
religious boundaries. Values provide both the direction

and the motivation for common action. In stable times,
legislation and incentives can help to coordinate action. But
in times of unparalleled uncertainty and change, values are
an essential driver for harmonious, decentralized decision-
making.

This White Paper has demonstrated how values underpin —
implicitly and explicitly — the decisions made across a wide
variety of global challenges, and with specific reference

to the Fourth Industrial Revolution. Society can either
embrace this or accept it reluctantly, but it cannot deny it.
A world in which people can satisfy basic needs, live within
key ecological limits, care for each other and live largely in
peace is only possible when values guide behaviour.
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