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Beyond CSR:

Shared Value Approach in Management
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s corporate social
responsibility has become
a staple for good company
governance and more and
more public enterprises are under public
pressure to justify their sound corporate
citizenship, this established business moral

is now taking a new twist.

Harvard professor Michael E. Porter
and Mark R. Kramer, senior fellow of
the CSR initiative at Harvard’s Kennedy
School of Government, argued in the
Harvard Business Review that “shared
value” approach is the next company

conduct that is in vogue.

In this article published in January, Porter
advocated businesses to pursue a radical
change in corporate strategy based on the
principle of shared value, which “involves
creating economic value in a way that
also creates value for society by addressing
its needs and challenges. Business must
reconnect company success with social
”. He further explained that
shared value “is not social responsibility,

progress

philanthropy or sustainability but a new
way of achieving economic success. It is
not on the margin of what companies do
but at the center”.
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Although some dismissed Porter’s notion
as being too idealistic and unproven,
it is worth noting that multinational
conglomerates such as Google Inc.,
Nestle SA, and IBM have adopted these
principles. To embrace shared values,
Porter pointed out that leaders need to
“develop new skills and knowledge — such
as a far deeper appreciation of societal
needs, a greater understanding of the true
bases of company productivity, and the
ability to collaborate across profit/non-
profit boundaries”.

This multi-pronged scheme blends well
with a greater commitment to stakeholder
engagement and collaboration as well
as more innovative thinking aimed at
expanding and enhancing value for a
company and its stakeholders. In the
broadest sense, stakeholders can be divided
in eight categories, namely: competitors,
community, customers, employees, future
generations, government, shareholders,

and suppliers.

In pursuing such approach, corporations
should focus on their strength and how
they can maximize their impact to address
social needs and problems. Nevertheless,

championing a shared value strategy also

demands the senior management and the
rest of the company reviews and considers
whether it is necessary to redefine the
company’s mission so that it is consistent
with the shared value approach. The
exercise will help companies realign their

core values and reach a common goal.

China’s 12th Five-Year Plan

Adopting a shared value approach would
make good business sense as China
unfolds its 12th Five-Year development
plan. Unlike emphasizing “rapid growth”
in the past, China’s new focus is on
“development”.

China’s latest goals span from increasing
rural income and reducing the nation’s
wealth disparity; greater emphasis on
sustainability and openness towards non-
governmental organizations and engage
them to help solve certain social and
environmental problems.

A snapshot of China’s national economic
growth versus that of its citizens offers a
telling picture: between 2000 to 2010, the
nation’s GDP per capita ballooned from
US$946 to reach US$4,383 in 2010, or
at a compound annual growth rate of 17
percent; while household income edged
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up only six percent each year, despite the
state-owned enterprises expanded at 20
percent per year in the same period.

To rebalance China’s uneven
development, there is a clear need to
increase economic output, and at the same
time accelerate the growth of household
income. Some of the creative ways include
enhancing productivity along the value
chain—whereby large companies work
more closely with suppliers in sharing best
practices and training. As rural income
and spending increase, companies can
begin to devise products that cater to
China’s vast internal consumer market.

With regard to the former strategy, Porter
cited how Nestle trained peasants on
innovative farming practices so that they
can produce higher quality crops at higher
yield. This has allowed Nestle to pay a
premium price and enhance the livelihood
of the farmers.

To illustrate the latter approach, mobile
phone giant Vodafone Group and its
partners developed M-PESA mobile
payments service in 2007 to facilitate
payments and transactions for Kenya’s
poor— which resulted in a rapid uptake
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of 10 million customers in three years and

spearheaded commerce at the bottom of
the pyramid. The project now generates
over US$7 billion of annual transactions,
about one-fifth of the African nation’s

GDP in 2010.

Companies can also leverage China’s five-
year plan goals to review their strategy of
targeting consumers at the bottom of the
social ladder since rural China offers a
huge consumer base and future potential
could be promising. A shared value
strategy in this regard can create a win-
win outcome for both sides.

NGOs spur societal changes
Moreover, the Five-Year Plan has signaled
the country’s increased openness towards
NGOs, which are now permitted to be set
up at the city level. Chinese authorities
have gradually recognized that they do
not hold the solutions of many societal
problems, and they are ready to support
those who can do a better job to resolve
these issues. Companies can leverage
the opportunities to devise shared value
approach to reach the masses at the lower
strata of China’s society.

Sustainable growth

China’s grand plan also prioritizes
sustainability, with an ambitious target to
reduce greenhouse gases emissions by 17
percent by 2015 and heightens the use of
alternative energy by 3.1 percent to reach
11.4 percent by 2015.

These clean tech measures will inevitably
drive up costs, one might argue.
Nonetheless, under a shared value
framework companies have managed
to reduce and optimize consumption of
resources so that costs are lowered in the

long run.

Pursuing shared value strategies can take
various forms. Businesses can choose to
adopt an impact investment strategy by
teaming up with impact investment firms
focusing on triple bottom line investment
that earn a financial return whilst creating
social impact and positively contributing
to the environment. Impact investment
tends to focus on water, health, education,
and the environment—all of which are
prominent areas highlighted in the Five-
Year Plan. This is similar to the strategy
where some internet companies form joint
ventures with venture capital firms to keep
up with latest innovations by co-investing
in young innovative enterprises in the
Internet space.

Enterprises can also sign up their
executives for an “intrapeneurship”
program and assign them to a new
subsidiary or corporate unit that focuses
on the bottom of the pyramid and/or
help devise a shared value strategy, by
ways of identifying a social entrepreneur
and collaborating closely with him as he
tackles a social issue in a field where the
company excels in.

We are quite fortunate that here in Hong
Kong, an ecosystem supportive of shared
values is gradually emerging over the
past few years: Local bodies such as the
Hong Kong Social Entrepreneurs Forum,
Social Ventures Hong Kong and several
foundations have actively promoted and
developed the impact investment space in
the region.
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