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19™ AND 20™ GENTURIES: PRIGE & PROFIT BASED MARKET EGONOMIES HAVE
BROUGHT MATERIAL WELFARE |
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15T GENTURY: REALIZE IMPACT EGONOMY THAT GREATES TRUE VALUE

1970 A Friedman doctrine—
The Social
Responsibility

Of Business Is to
Increase Its Profits

By MILTON FRIEDMAN

TAMING OM—Chaiman James Roche of General Motors (right)
WMMJW'GM (below, --«-.’r-u*
buttons) ot the sorp tholders’ g in May. R
q--.u.u-.-.-a-nuuc.u mhmmu
represent “the peblic interest™ and set wp & commities to study the com-
mfnmhﬂm-dﬂ-mn*q““
Aholders defeated the pe
muﬁ-mb‘o““w‘,“hm
& “publicpolicy committee.” The author calls such drives for social
Mnhm‘mdwm addng:
"Busincsmen who talk this way are wnwitting peppets of the intellectual
forces that have been undermining the basis of & free society”

Jerome Kretchmer, Now Y ork £a-

A Free Market
Manifesto That
Changed the World,
Reconsidered

Milton Friedman's libertarian economics
influenced presidents and inspired “greed

is good.” So what did Friedman get right
— and wrong? Today’s business leaders

and economists weigh in.

e Introduction by Andrew Ross Sorkin

Sept. 13 is the 50th anniversary of a
seminal moment in the world of business:

the publication of Milton Friedman's essay

zine entitled
“The Social Responsibility of Business Is
to Increase Its Profits.”

tn The New York Times Mag
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2157 GENTURY: REALIZE IMPAGT EGONOMY THAT GREATES TRUE VALUE

Current economy Impact economy
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Goal

Business models

Drivers
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WHY IS IMPAGT MEASUREMENT ESSENTIAL?

Short term profit Impact «  Current financial value is created of society and the environment.
*  Organisations to do so. Their licence to operate requires them to
® create sustainable value. Therefore, organisations should aim to create

% ﬂ for all its stakeholders.

Without measurement, management is impossible. As a result, the practice of steering
O'O on impact is currently lacking in many organisations.

However, measuring sustainable value creation is challenging:

ﬂlnn - Howto and compare (non-financial) value?
- Howto and ensure organisations act?

Shareholder
value
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CURRENT IMPAGT INFORMATION DOES NOT ALLOW GOMPARING ALTERNATIVES

Impact Report Fund A
Fund size 41 billion USD

41 o

How attributed?
Reference scenarios?

82-5 BN 311 BN 315 BN 813 BN

4-5 GW 27GW 15 GW ) :

129 THOUSAND SBQ BILLION

Annual
impact 74 MILLION

A

Good 70
ROI?
16

Marginal Absolute What about
impact impact other impacts?

I. Copyright 2022 Impact Economy Foundation. All rights reserved. Results shared under embargo.
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Impact Report Fund B
Fund size ~47 million USD

Can it be‘
summed?

dirty fossilfuols .

27 New corporate

biofuel clients G d? 45 FTE Impact 5
00d: e created AbDSOlUTET

Tonnes CO 102 Tonnes CO, People 13 Mobilized
missions avoided 1 informed & mobilized citizen
T f food | )5 K Active users” /
Additive?
Cumulative Impact 4 years
Hoyv >
weighted?

How attributed?
Reference scenarios?

poclpics  u” Marginal
o * Outputs

Additive to
above?

Impact target reached

What about

other impacts?



CURRENT IMPAGT DATA IS NOT FIT FOR BUSINESS DEGISION MAKING

Increasing amount of non-financial information Challenges of Sustainability/CSR/ESG/impact data
-‘0\
i Assess inputs and instead of
mg)u:la : ssesimputs and outputs instead o
impacts
OUR o] -!
FUTURE S
pe=—] Outp
ut

|

\E’ C() o HPRI=2%

=, é/ Dow Jones GREENHOUSE
=7 SCatainablinyindoxes ECONDRES

E2IFRS

Incomparability between metrics

Environmeny
A

Bias and inconsistencies with low
correlations between agencies

el *Figure from: Berg Kdélbel & Rigobon (2019)
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UNMET INFORMATION NEEDS

Y
mp‘ut_|a Availability of information. Assesses “Investors are not getting the sustainability
o inputs and outputs instead and real- . .
S world outcomes information they want or need to make

informed decisions. Reasons for this include
& the fact that
Incomparability between metrics across conflicting frameworks and that there
are for what sustainability
/s and does from company to company. Plus,

/nvestors have
Bias and inconsistencies with low

. . 7 %
correlations between agencies —

*Figure from: Berg Ko6lbel & Rigobon (2019)

*WBCSD (2018). Enhancing the credibility of non-financial
L] information: the investor perspective. _
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IMPACT-WEIGHTED AGGOUNTS (IWAS) ARE THE MISSING PIEGE

HEl 'mpact

Il Economy
Hl Foundation

IWAF is written on behalf of the Impact-Economy Foundation by a.o., experts from:

N Impact e HARVARD|BUSINESS|SCHO0L ].:SMU RSM \ |MPACT
B Economy XA %‘Z ~f“AA9 | ROTTERDAM SCHOOL OF MANAGEMENT

7 Impact-Weighted Accounts INSTITUTE
SINGAPORE MANAGEMENT -~ ERASMUS
Il Foundation i 3 ERASMUS  cpasnus UNIVERSITY

I. Copyright 2022 Impact Economy Foundation. All rights reserved. Results shared under embargo.
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WHAT DOES THE IMPACT-WEIGHTED ACGOUNTS FRAMEWORK (IWAF) ADD?

Steering on impact

»  Sustainable value can be measured through impacts. Impacts show how activities

affect welfare in society.

« The is to guide organisations on creating their own
allowing them to meaningfully within their organization.
. supplement traditional financial accounts with positive

and negative impacts on stakeholders such as employees, customers, the
environment and the broader society through quantitative and valued accounts:
- The (IP&L) extends the “normal” P&L. It shows all impacts
on stakeholders in one year (see next slide).
- Inthe IP&L, impacts can be measured and compared. The Impact-Weighted
Accounts Framework (IWAF) specifically uses for comparability
(see below for details).

Copyright 2022 Impact Economy Foundation. All rights reserved. Results shared under embargo.
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WHERE ESG GOVERS OUTPUTS AND INTENTIONS IMPAGT FOGUSES ON THE
EFFECTS OF ACTIVITIES ON LIFE SATISFAGTION WELFARE & WELLBEING

Integrated assessment on Addresses impact on Quantitative measurement and valuation
all six capitals stakeholders enable objective comparison

Metrics which are difficult to
compare and often subjective

FROM nput
&
S
Environmen
Qutput
‘ 6 capitals ‘ IsTaiaeck;co(I)gers ‘ Valuation
TO IMPACT o o : €
& ? ." |.| ." ." ’ o '.' i Climate Customer
Q % ﬂ . n - * o ve loyalty

Clients Employees Investors Society
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THE INTEGRATED PROFIT & LOSS (IP&L) STATEMENT

The basis for Steering on Impact

« The (IP&L) extends the “normal” P&L. It shows all impacts on Capitals
all stakeholders in one year.
* To make impacts comparable, all impacts are and % Financial

* This allows the organisation f.e. to choose whether it is more impactful to reduce biodiversity

impact or to reduce climate impact. a_ Manufactured
» The IP&L shows the value creation for all stakeholders:
Intellectual
* The IP&L shows the increase and decrease in value on six capital: teee :
o Social

* Financial (e.g. taxes, profits, wages)

* Manufactured (e.g. produced products, fixed assets) ﬁ Human

. (e.g. intellectual property, technological development)

» Social (e.g. social cohesion, contribution to human rights, child labour, underpayment) Q Natural

* Human (e.g. wellbeing of employees and clients, safety of employees and clients)

» Natural (e.g. contribution to climate change, biodiversity, and soil, water and air pollution)

i.- Copyright 2022 Impact Economy Foundation. All rights reserved. Results shared under embargo. Work in progress version 0.2.1
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PRINGIPLES UNDERLYING

Topic

Principles

Materiality @

o . .
Identification Multi-dimensional | & E a@) Welfare based :5’ Value thln
HmE based % (‘y c responsibility
| S
Measurement Impact-pathway .l Compl‘ete
based +  reference view
N
Valued in
Comparability % commensurable
unit
o N
. o & Only within Conservation
Aggregation f 7§ / welfare of impact
categories P
. °cee Statements
Presentation S f
-4 of IWAs
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THE LOGIGS OF THE

Traditional Profit & Loss Statement
+ - A One result for one stakeholder (shareholder)

Step 1
Expansion 1
Take into account the financial consequences of all
stakeholders (customers, suppliers, employees,
broader society)

Step 2

- . . Expansion 2

. ] - Take into account the impact of an organisation on
all capitals (financial, produced, intellectual, natural,

¥¥¥ s social and human) on all stakeholders.
& & it H

Capitals: Financial |Produced |Intellectual INatural | Social | Human

]|
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BENEFITS OF IWAS 07 BUSINESSES RRD THER IRVESTORS

companies

in control

impact in rational business decision making
licence to operate
internalisation risks
transparency expectations
future regulations
attractive employer

I. Copyright 2022 Impact Economy Foundation. All rights reserved. Results shared under embargo.
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investors

integrated value creation
likelihood and speed of internalisation
long-term financial viability
long-term risks




RELATION TO OTHER FRRAMEWORKS

* Impact-Weighted Accounts (IWAs) are in
of measuring,
reporting and managing sustainability and

impact.

* IWAs supplement the reporting on financial
performance of an organisation with its positive
and negative impacts on employees, customers,
the environment and the broader society.

Climate
Disclosures

Shareholcjer EEIFRS
perspective

Ncop

All
stakeholders Y SFER

NET
POSITIVE *!'
PROJECT

GREFNHQUSE
GAS PROTOCO

External
perspective

I. Copyright 2022 Impact Economy Foundation. All rights reserved. Results shared under embargo.
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Sustainability, ESG,
Non-financial

‘ VALUE
REPORTIN

G
FOUNDATION

F R

EU CSRD

Ch

Impact

iMPACT
MANAGEMENT
PROJECT

Faw'y
igw)
UNEP | FSORESFIR
e

Impact
Measurement &
Valuation

v
/

Work in progress version 0.2.1

Impact-
Weighted
Accounting






IMPACT-WEIGHTED RGCOUNTS FRAMEWORK APPLIGATIONS

HEl mpact :‘u;:u; HARVARD|BUS|NE$5|SCH00L y
Bl Economy ¥/ :
) pact-Weighted Accounts
Bl Foundation 0 i

» These organizations measure, report and steer on
impact, using frameworks on which IWAF is based
(FIS, IAM, Guide for Funders, Harvard IWAI) and
intend to update to the IWAF

' The Banking for Impact Working Group: ABN AMRO, Danske Bank, DBS, UBS,
Harvard Business School and Impact Institute

]|
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‘External (accountability)

nationale l
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APPLICATION

Vermindering van kapitaalwaarde Vermeerdering van kapitaalwaarde

Overige opbrengsten @

€ 557 @ Dividenden, aflossing en rente
€519 @ Betalingen aan werknemers

Financieel kapitaal O

Aangetrokken kapitaal ontvangen aflossingen en rente

m Bijdrage warmtetransport welzijn consumenten

W Bijdrage van teruglevering van zonne-energie aan welzijn

Digitale veiligheid: voorkomen van cybercrime en hacking

Externe waardeverandering van assets

Waarde van energietransport voor za

Bijdrage gastransport aan welzijn consumenten

Bijdrage elektriciteitstransport aan welzijn
consumenten

Technologische ontwikkeling

Waardeverandering immateriéle assets

Geen impact gekwanticeerd m Waarde val acilitering

ataverzameling ma

Intellectueel kapitaal @

aLuiander

Ecologische schade door afval

Ecologische schade door inkoop van materialen

]
[=]
EEN

Klimaatverandering door CO2-uitstoot

Overige milieu-impacts Geen impact gekwanticeerd

Natuurlijk kapitaal ”\ﬁ

Bijdrage aan sociale cohesie in Nederland

Bijdrage aan sociale cohesie in buurten

itale veiligheid: schending van de privacy m

Waarde van reputatieverandering van Alliander

Sociaal kapitaal @

Veiligheidsincidenten in de omgeving

Ontwikkeling van werknemers

Economische waarde van arbeid
Werkgerelateerde uitval en ongevallen van werknemers m

(weiligheid) Welzijn door het hebben van werk

Menselijk kapitaal g

Vermindering van kapitaalwaarde Vermeerdering van kapitaalwaarde

Bedragen zijn in € miljoen

.. Gekwantificeerd in € miljoen Niet gekwantificeerd in € miljoen Geen impact gekwantificeerd

Source: Alliander Annual Report 2020



APPLIGATION:

Integrated Profit & Loss Statement ABN‘-AMRO

Tha IP&L Statement shows ABN AMRO's impact from the perspective . . [ Mo
of different stakehalder groups. For referance, impacts are also shown g - g

by capital . ﬁ -~ ¥u
|EUR millions aquivalent) Clients Employees Investors Society

2020 22 2020 201 20720 a1 2020

«  Manufactured

Contribution to final goods and sarvices in value chain
Client value through increasa in house valug

Clignt value of money transfers

Client value of money storage and managemant
Client value of other infrastructure sarvices

Value of infrastructure services provided by suppliers sssese sssesee

Balance of value of goods raceived from suppliers
and providad to buyers of divested assets

Clignt value of housing
Gross increase in tangible assats
10 Deprecigtion of tangible assats

L

w

®  Financial -
11 Payments by clients -
12 Payments made by other stakeholders
13 Payments to suppliers for axpensed goods and sarvices
14 Employes payments ABN AMRO 2021 and 2020 impact on biodiversity loss: main drivers (%) »
15  Income tax paymants =
16  Intarast payments
17 Nat profitioss Water
18 Corrections for non-financial profit items » pollution B4 &
1% Balance of payments to suppliars for investments =T s
and from buyers for divested assets Contribution to
20 Costof capital Ll climate change
21 Vol of coptal ol — & Improvement of y
21 Value of services (financial) provided by suppliers. . -
23 Consumer client value of lending services (non-mortgage) :ﬁ:::‘ﬁeh::;l; € 7 0 |'|'|i" ion .

2 Business client value of lending services

€ 95 mln .

Consumer client value through home ownarship FITITIITT)
Change in shara price not captured in comprahensive incoma Ilnlluliul
P_muad_value of prevented bankruptcies due to Covid-19 I
financial support measures
28 Contribution to tax collaction through payment system |ll:l||lmol
2 Change in

Dther financial impacts seses

8EE

land use

\ = Change in

]| :
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APPLIGATION - GASE MORTGAGES:

Mortgage impac
{EUFIrrtn!:iJIIit?ns} pact “ ABN-AMRO

4,000

3,750 .
- IMPACT
INSTITUTE
@ W] o
2 {C)
. ]
2,000 —————
1,600 o0 - -
1,200 '.
800 +
400 Client value Payments o
of housing by clients 4 Positive impact
0 Negative impact
Client value of home Client value through Social benefits of Financial distress due to Impact on nature from Aggregate impact
ownership increase in house value home ownership  difficulties repaying mortgages construction

L J

How are we minimising our negative impact?

» Through our Mission 2030 programme, we are helping
chents improve energy efficiency in therr homes across
the Netherlands, which results in lower energy bills
for homeowners and reduced carbon emissions

» We have introduced an online Energy Savings Check
for homeowners and reduced interest rates on our
Sustainable Living mortgage, for homes with the top A
or B energy labels

» For clients having difficulty repaying loans, we provide
dedicated budget coaches - we are also working to

T | improve financial inclusion through initiatives such as
I. Copyright 2022 Impact Economy Foundation. All rights reserved. Results sh Geldfit, or "Money Fit’ Work in progress version 0.2.1
||




APPLIGATION:
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Negative

s

Negative social impacts

Negative environmental impacts

s, profits
on to consumer

goods and other

Social effects of employment
Workplace-related issues

Climat

* change

Fossil fuel depletion
Air pollution

Other environmental impacts

DI3S







ABOUT THE IMPAGT EGONOMY FOUNDATION

Vision: Impact Economy

\_ J
Mission
f ﬁ
\_ J
Hl
[l  Copyrig ht 2021 Impact Economy Foun dation.
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ORGANISATION

The Impact Economy Foundation (IEF) is an international non-profit based
in Amsterdam and is supported by and cooperates with partners such as
True Price, Impact Institute, Alliander, Stibbe and the Harvard Business

School.

Director

e ® 8 @




ADVISORY GOUNGIL

The Impact Economy Advisory Council represents key decisions-makers and representatives of stakeholders.

3
-
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B Economy
B Foundation

www.impacteconomyfoundation.org

CONFIDENTIALITY REQUEST AND DISCLAIMER

Information, data, and drawings embodied in this document
are confidential and are supplied with the kind request that
they will be held confidentially and not disclosed to third
parties without the prior written consent of Impact
Economy Foundation.
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