‘Shows why and how
business must radically change’

John Hennessy, President, Stanford University

THE SUNDAY TIMES BESTSELLER

‘Abold and
timely blueprint
for the future’




Cycles of anti-business sentiment
extend back over 2,000 years
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CSR has failed both companies and society
because the initiatives are almost always
detached from the core commercial activities




The “30-30-30" phenomenon




One third of corporate profits are at stake

Banks

Consumer goods

Automotive, Aerospace
and defense, Tech

Pharma and
Healthcare

Telecom and Media

Transport, Logistics,
Infrastructure

Energy and Materials

Resources

SOURCE: McKinsey

50-60

25-30

50-60

25-30

40-50

45-55

35-45

3040

Capital requirements, systemic regulation
(‘too big to fail’), consumer protection

Obesity, sustainability, food safety, health
and wellness, labeling

Government subsidies, renewable
regulation, carbon emission regulation

Market access, generics regulation,
pricing, funding of innovation, clinical trials

Tariff regulation, access to infrastructure,
fiber deployment, licensing, spectrum
Pricing regulation, liberalization of sector
Tariff regulation, renewable subsidies,
Interconnection, access rights

Land access rights, community
engagement, reputation risks



Business will be asked to play a role
In solving top social burdens

Estimated annual global direct economic impact and
iInvestment to mitigate selected global burdens, 2012

Smoking

Armed violence, war, and terrorism

Obesity

Alcoholism

llliteracy

Climate change
Outdoor air pollution
Drug use

Road accidents
Workplace risks
Household air pollution
Child and maternal undernutrition
Unsafe sex

Poor water and sanitation

SOURCE: McKinsey Global Institute
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Investors also emphasize social license to operate

BLACKROCK®




The four tenets of
connected leadership

Map your world

CONNELTED

LEADERSHIP

Embed
in the line



Map your world (1

Percent of executives in our survey stating somewhat or very effective

= Distinguishing secular
trends from fads

© Quantify value at stake
— Near term
— NPV
— Reputation

o4 ol

Quantifying the Quantifying the
economic impact of economic impact of
external issues on external issues on
our company stakeholders




Define your contribution

UNILEVER
§4-« SUSTAINABLE
ABINBEv LIVING PLAN

Walmart

Save money. Live better.

¥ CVSHedalth

r RioTinto




Sustainable living plan

d9

Improving health &
well-being

3 themes

Reducing environmental impact Enhancing livelihoods

1 2 3 4 5 6 7 8 9

9 campaigns Health & Improving Greenhouse Water use Waste & Sustainable Fairness Opportunities Inclusive
hygiene nutrients gases packaging sourcing in the for women business
workplace
A . . 0, A B -
O Our water impact per consumer use has increased by 15% since 2010 O 48% of our agricultural raw materials were sustainably sourced
by the end of 2013
Our commitment Our commitment
. Halve the water associated with the customer use of our products by 2020 By 2020 we will source 100% of our agricultural raw materials sustainably: 10% by 2010, 30% by 2012,
Campaign Our performance 50% by 2015, 100% by 2020
with Our water impact per consumer use has increased by around 15% since 2010 Our performance
description 8” man u_fam“rmg 48% of our agricultural raw materials were sustainably sourced by the end of 2013, showing continued
and ur target: ) ) ) strong progress towards our interim milestone of 50% by 2015.
By 2020, water abstraction by our global factory network will be at or below 2008 levels, despite
Target significantly higher volumes
setting 14 milliont fewer m® of water abstracted in 2013 than in 2008 (a reduction of 29%1 per tonne of
production)
Compared to 1995 this represents a 74% reduction in absolute terms
° Achieved: 0 ‘ On-plan: 5 . Off-plan: 1 % Of target achieved: 0 ° Achieved: 2 ‘ On-plan: 12 . Off-plan: 2 %  Of target achieved: 1
. Ll , L
Reduce water use in the laundry process Sustainable fruit and vegetables
We will reduce the water required in the @ In 2013 we expanded our Comfort one Rinse * We will purchase 100% of our fruit from @ 25% or fruit purchased sustainably by
Detailed laundry process by fabric conditioner range in Indonesia, Thailand sustainable sources by 2015 end 2013
Foyess . i ier-rinsi d Vietnam. It is also available in Cambodia . i 0,
activities per Making easier-rinsing products more an S We will purchase 50% of our top 13 vegetables
campai gnp widely available India and the Philippines and herbs from sustainable sources by 2012 o 75:&(:53'; ftr%ﬁ’nl:u\;fgiﬁjfz:&igsgs
= Providing 50 million households in a:d 100|‘%E)b|y 2015. this a;i]ouzts f?f over 80% gnd 2013 Y
= i i of our global vegetable and herb volume
watsr icat;::i (c:jorntrles W't"h Ia:undr);t but @ In 2013, One Raise products were used In 17 9 9
pro luc S e: t;lvcze(r)ze())(ce ent results bu billion washes in 31 million households
use less water by worldwide, a 78%?1 increase on 2010

Unilever has structured its Sustainable Living Plan around 9 initiatives. Business leader scorecards include social contribution metrics




Measuring contribution to UN SDGs Bank

NO 00D HEALTH QUALITY CLEAN WATER
POVERTY AND WELL-BEING EDUCATION AND SANITATION

DECENT WORK AND 10 e SUSTAINABLE CITIES
ECONOMIC GROWTH INEQUALITIES ' sz‘%ﬁmﬁmﬁg
! 4 i
— .
"' o— AR
Rl

1 CLIMATE 1 4 LIFE 1 PEACE. JUSTICE 1 PARTNERSHIPS
ACTION BELOW WATER AND STRONG TN SUSTAINABLE
<> ~ GOALS
’ - . 2016 Performance
QUALITY Ensure inclusive and gqmtabla quall_tl,r education and
EDUCATION promaote lifelong learning opportunities for all. 12:E£
8000

- Our 2017 target:
To help 10,000 children and young people in our
markets improve their financial ekills in 2017.

Promaote sustained, inclusive and sustainable economic
growth, full and productive employment and decent work
for all.

DEGENT WORK AND
ECONDMIC GROWTH
In 20186, 7,408 children and young
people improved their financial skills by
Dur 2017 ta rget: participating in Money Week, our SMART
5 " . : Money programme in Denmeark and our
‘ ' To support startups by facilitating applications to 2,000 Young Dreama warkshop in Finland.

startup jobs and guiding 800,000 visitors to discover Further, some 67 schools registered for
our SMART Partnership programme in

Morthern Ireland.

Mordic startups on The Hub platforms in 2017.

SOURCE: Danske Bank sustainability report



Embed in the line

Percent of executives

30

My company
has the talent
to succeed in
engaging
externally

217

Our processes integrate
consideration of impact
on stakeholders and
consequences for the
business

21

Our people are
taught the skills
with society

16

We quantify

financial and
social impact
of our activity



Half of the top 10 capabillities are organizational

Difference in percent between most successful and all other respondents who say
their company is very effective in given activity?

Building a fact based narrative to support positions

Prioritizing items on the external affairs agenda based on value at stake
Tracking the qualiy ofreationships wih siakehoiders (I 27
Engaging with stakeholders in response to unfavorable policies
Mapping stakeholders to understand networks of influence
Engaging the CEO to supportexemal affairsactvies (I s
Aligning the ext affairs agenda with the corporate strategy

Balancing local engagement with corporate level priorities

Attracting talent with the right skills

Having a coordinated response to crisis

1 Top 10 activities with largest gap between successful and other companies
SOURCE: January 2016 McKinsey Quarterly survey of 1,334 executives



Engage radically (4

Percent of executives

Proactively and regularly engage, Companies which succeed in
regardless of immediate interest engaging externally

64 36 22 79

“We should” “We do” Company avoids | Company
external proactively and
engagement as regularly engages
much as possible | externally



Engage radically




Connected leadership will define
competitive advantage in the future

singhua Students Dialogue with Board Member
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Poorer than their parents?

Share of households with flat or falling incomes, %

By market income By disposable income

Wages and capital income Income after accounting for
taxes and transfers

.

<2 jR 65-/0 <2 jf 20-25

‘ 1993-2005 ‘ 2005-14 ‘ 1993-2005 ‘ 2005-14

Millions <10 540-580 <10 170-210
of people

SOURCE: McKinsey Global Institute analysis



Q&A



