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Generating Value for Investors and Society
by Dana Brown and Jette Steen Knudsen

The pursuit of the concept of “shared value”—creating economic value in a way
that also creates value for society by addressing its needs and challenges—is
viewed as essential in today’s business environment. Managers, however, often
underestimate the signiﬁcant changes in management practices necessary to
achieve it. This report addresses some of the limitations of the shared value
concept and suggests that corporate strategies based on shared value must be
managed within the core of business and underpinned by strong organizational
culture and values.
A growing number of companies declare, for example,
in annual reports, on corporate websites, or in strategy
documents that they subscribe to a concept described by
Michael Porter and Mark Kramer as “shared value,” or
strategic corporate social responsibility (CSR).1 Shared
value “involves creating economic value in a way that
also creates value for society by addressing its needs and
challenges. Businesses must reconnect company success
with social progress.”2
The concept of shared value can be defined as policies and
operating practices that enhance the competitiveness of a
company while simultaneously advancing the economic and
social conditions in the communities in which it operates.
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Shared value creation focuses on identifying and expanding
the connections between societal and economic progress.
The concept rests on the premise that both economic and
social progress must be addressed using value principles.
Value is defined as benefits relative to costs, not just
benefits alone.3
The shared value concept replaces and expands the notion of
corporate social responsibility (CSR), which, as a practice,
has too often become affiliated with misguided initiatives,
costly sideshows, and shallow public relations activities. Just
replacing the term, however, does little to change practice.

Since there is limited guidance on how to manage it, shared
value could be misunderstood by firms to mainly entail
initiatives that are peripheral to the core business. Moreover,
while shared value is about social and economic gain, if the
value is conceptualized primarily as a business strategy, the
economic component is bound to be prioritized. A failure
to appropriately manage shared value could result in wasted
resources, unsustainable projects, and, in the worst cases,
marred corporate reputations and negative social and
environmental consequences. We argue that these risks can
be minimized through effective management, but doing so
requires a profound organizational commitment.

Limits of Shared Value
Recent examples illustrate three general problems that can
arise if shared value is pursued in the absence of effective
management and organizational commitment.
1 Companies might identify a “win-win” in a new product
or market space, but fail to carry through responsible
practice in its implementation Toyota’s Prius hybrid
electric/gasoline vehicle has produced both competitive
advantage and environmental benefits. However, on June 1,
2011, Toyota Motor Sales, USA, Inc. announced a voluntary
safety recall involving approximately 52,000 2001 through
2003 Prius vehicles sold in the United States to replace
the electric power steering pinion shaft attachment nuts.4
Critics said that Toyota has engaged in mismanagement in
choosing their suppliers.5 Although a full explanation for
Toyota’s problems has not yet emerged, it appears that the
social gains achieved through beneficial emissions of the
Prius went hand-in-hand with social losses due to safety
problems. While we can still applaud the gains, it is hard
to say that the net result was shared value creation. This
story is not atypical, as can be seen in the case of British
Petroleum described on page 4. Initiatives that focus mainly
on the business “win” rarely evaluate or address the social
implications holistically.

2 Companies devise initiatives to address a social or
environmental problem without changing their overall
business model Walmart and Nike provide two good
examples of companies that have made significant
investments in CSR. Walmart’s sustainability program is
laudable for its achievements in terms of reduced emissions
and changes in consumer habits, but its business model
of extracting the lowest possible costs in its supply chain
will restrict the company’s ability to achieve social gains.
Nike faces a similar problem. The company invests heavily
in codes of conduct and auditing for labor standards in its
supply chain. This system conflicts directly with a business
model that rewards lowest possible costs in purchasing.
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In both the Walmart and Nike examples, we can say that
there have been “win-wins,” but has the value created for
society really been sufficient? If a primary objective of the
shared value concept is to rescue capitalism from its social
critics, how likely is it to achieve any more than CSR has?
If the objective is make substantive inroads on the social
issues of our time, does the shared value idea really move
companies closer to doing so?

3 Companies do not discuss how they should manage
the complexities and trade-offs required to address
social issues Porter and Kramer suggest that companies
should support local cluster creation by identifying and
addressing needs and institutional voids, but, in the absence
of facilitative government institutions, this is not so easy to
accomplish. For example, many corporate codes of conduct
attempt to ensure that global suppliers do not employ
children. Nike precludes any supplier from hiring people
under the age of 18. However, such a policy will do little for
the 14–17 year olds in Bangladesh or Indonesia who have
finished compulsory education and need to earn a living.
Many large buyers are increasingly imposing social and
environmental demands on their suppliers, but they are
not willing to pay a premium or assist suppliers in meeting
those requirements. In other cases, companies might have
policies that are favorable to one group of people, but, at the
same time, lobby for regulations, taxes, or price policies that
negatively affect another. Attempts to make changes that
improve labor conditions or raise environmental standards in
a community have implications that need to be evaluated and
understood to avoid ultimately having a negative value effect.

Proponents of a win-win scenario for business and society
may have set themselves up for failure by not acknowledging
that the built-in dilemmas of this agenda, which are illustrated
in the demise of the concept of CSR itself. A discrepancy
between stated social or environmental goals and reality
can worsen the negative image of and trust in firms, which
lies at the heart of the crisis in capitalism that Porter and
Kramer describe. In recent years, the concept of CSR
has been undermined because it is perceived by skeptics
as a cover for otherwise pernicious business practices and
a myth that companies have created to portray CSR as the
core of their company behavior.6 This criticism is further
supported by studies that show that most CSR managers are
placed at a fairly low level within the organization and often
report to someone in a support function rather than a core
business function. According to a recent study that examined
300 (mainly U.S.) firms, most CSR managers are primarily
organized in marketing, public affairs, communications or
human resources functions.7 Second, critics argue that CSR
programs divert attention from establishing democratically
based laws and regulations and lack democratic legitimacy.8
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For example, many nongovernmental organizations are
suspicious of the CSR movement and view it as corporate
public relations or an attempt to dodge regulations. Finally,
CSR can be inefficient. Many companies have won CSR
awards yet end up damaging their profitability and society
because CSR reporting in isolation does little to detect
important risks and problems in companies. The BP
disaster in the Mexican Gulf is a clear illustration of this
(see page 5).
Shared value can be practiced and organized the same way
that CSR traditionally has been, and it is often open to the
same critiques. Stronger links between social needs and the
strategic ends of a firm do not in and of themselves motivate
better management of shared value opportunities. Yet, this
does not mean that these concepts should be dismissed
out of hand. Porter and Kramer lay out clear challenges
to the existing capitalist system. The loss of public trust
in corporations puts them in danger of losing the license
to operate that society must grant them, and social and
environmental challenges threaten the very resources
on which corporations rely. These problems can only be
addressed by the participation of corporations themselves.

Redeﬁning Corporate Leadership
We propose that it is time to recapture the term CSR.
Critics often do not provide an alternative. They either
dismiss the CSR agenda or call for the development of
government institutions. Neither is a realistic alternative for
companies, at least not in the short term. At the same time,
the community of practitioners of CSR has perpetuated
old habits that new terms will not undo. While the latest
motto in this community is to integrate CSR into strategic
practice, the consultants and auditors who are called upon
to do that have a vested interest in continuing to offer the
same basic solutions and models. Codes of conduct are an
excellent example. Corporations, NGOs, and international
organizations continue to put resources toward writing,
rewriting, monitoring, and organizing various codes and
standards with which companies are supposed to comply.
While those codes might yield some improvements in some
parts of an organization, overall, they exist as ancillary
elements of the business that are meant to mitigate risk
rather than solve social issues. To give meaning to the
concept of shared value, companies must change the way
that CSR is conceptualized and organized.
To truly ingrain CSR into the practice of an organization, and
for it to be effective, it must be structured as a central feature
of the organizational culture. Companies must develop a
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set of values and standards that are nonnegotiable for the
organization as a whole. Those values should reflect the key
purpose of the organization: Where is the company coming
from? What does it want to achieve? The organizational values
should be transparent, justifiable, and clearly communicated
to all members, and the organization should refer to them
regularly when evaluating day-to-day business decisions. We
also propose that there cannot be an imposition of standards
akin to what monitoring regimes try to do. Standards should
be agreed on, communicated, and conceptualized as aligned
with and supportive of the corporate mission and strategy,
and they need to come from the very top of the organization.
Any system of standards should be applied across the board,
integrated into a clearly defined set of key performance
indicators (KPIs), and used as a management tool. When
global companies enter new markets, the application of
standards will need to be discussed openly, and standards
will sometimes have to be updated.
Creating an organizational culture that will underpin
a focus on shared value and responsible management
requires that these ideas are central to corporate identity.
We claim that the creation of distinct CSR positions
often has the opposite effect. Many CSR officers feel
marginalized in their organization. Their CSR reports
are often unknown or dismissed by colleagues, and the
initiatives they pursue are viewed as costly or unnecessary.
It is up to corporate leaders themselves to promote shared
value. A good corporate culture must be implemented by
all members of the organization, not by a single officer or
department. The focus of management practice of CSR and
shared value should be on redefining corporate leadership
to incorporate and value social purpose.
Refocusing on leadership and organizational culture requires
significant and difficult changes within corporations and
in the organizations that have grown up around the CSR
movement. This movement has yielded some small industries
in themselves, mostly in the areas of consulting, auditing, and
reporting. The movement has led to changes in organizations
and shifts in higher education, and corporate resources are
being used on a fairly large scale to achieve the movement’s
goals. Yet, the management practice of CSR has hardly evolved
in this period, and the way that companies approach CSR is
in many ways limited by the set of expectations and practices
that are promoted by reporting and standards organizations,
institutional investors, and even NGOs. Achieving shared
value will require a radical and collective rethinking of
management practice by all of the actors involved.
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Company Illustrations
The following four examples illustrate how a strong organizational culture and values that emphasize sustainability as
an element of the business model can help to ensure shared
value. However, if a company states that its business strategy
is shared value, but its management processes do not support
such a claim, then the result can be corporate and social
disaster. The idea is to not rank companies into good and bad
performers but to illustrate how a weak organizational culture
or misguided management practices can bring a company to
its knees even if it has a good CSR record. They also show
that a strong organizational culture is a major asset in terms
of engaging in CSR initiatives that are likely to bring real
benefits to the organization and to society.
Novo Nordisk and Merck Danish pharmaceutical company
Novo Nordisk uses its organizational culture and values as the
basis of its management system. In short, CSR is the culture
of Novo Nordisk, not a policy. Values are closely related to
Novo Nordisk’s purpose, which is “to eradicate diabetes.”
Novo Nordisk has been a pioneer in Triple Bottom Line
reporting, and today fully integrates social, environmental,
and economic indicators into its definition of strategy
and its annual report.9 As Novo Nordisk has expanded
internationally, most notably to China, the organization’s
values, which are rooted in a Danish context, have often not
resonated with employees operating outside of Denmark.
Novo Nordisk has therefore adapted its values program (the
Novo Nordisk Way) to be more encompassing, and uses its
values as a global management tool. Novo Nordisk aims to
relate all initiatives to this purpose and the corporate values.
The values apply to all divisions and partnerships, not only
one or a few activities. They are flexible, but nonnegotiable,
and are enforced through employee inductions and repeated
use, not a rigid system of auditing.
Contrast Novo Nordisk’s values program to Merck’s
CSR approach. Both companies have been designated
as CSR leaders at times, but Merck has been more
well-known internationally than Novo Nordisk for
establishing significant new programs (e.g., initiatives to
combat river blindness), while also being criticized for
its handling of a recall of its popular drug Vioxx. While
Novo Nordisk integrates core values into its business
model, Merck develops programs and policies adjacent to
core business decisions. Merck’s disastrous airing of its
“Where Patients Come First” campaign at the same time
that the company was forced to recall Vioxx (which had
been found to increase the risk of heart attacks in some
patients) is illustrative of a company that did not use CSR
as a compass for evaluating important business decisions.
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Merck’s “Where Patients Come First” campaign came
across as hollow because Merck was perceived as slow to
react to allegations of dangerous side effects of the popular
drug. Eventually, Merck paid claims to more than 3,000
families of users of Vioxx who claimed to have died from
using the drug.10
If a company tells the outside world and its employees
that it is socially responsible, then that responsibility
needs to be reflected in the company’s business practices.
Novo Nordisk learned this lesson the hard way. In 2001,
in response to attempts by the Mandela government to
import and produce inexpensive medication for patients
with HIV and AIDS, Novo Nordisk became a party in a
court case against the South African government. Novo
Nordisk’s decision to participate in the court case led to
protests against the company because the lawsuit was seen
as inconsistent with the company’s self-declared mission
to work for access to health. Novo Nordisk subsequently
gave in to the protests. It decided that a court case was not
consistent with its sustainability profile and withdrew from
the lawsuit. Novo Nordisk has since openly declared that
the lawsuit was a major mistake that was not consistent with
its organizational values.11 Today, Novo Nordisk takes great
care to evaluate sustainability initiatives in terms of a core
set of organizational values that focus on access to health
and management systems including reporting procedures
(such as the Triple Bottom Line) reflect this goal.
Statoil and BP Statoil, a Norwegian energy company
formed by the merger of Statoil and Norsk Hydro, brings a
unique history to its CSR practice. Statoil had an original
mandate to aid the development of Norway’s northern
region by investing in the creation of a supply base that
would be globally competitive. In doing so, Statoil has also
sought to conduct its business in a way to limit damage to
the natural environment. Using its experience in its home
market, Statoil has made sustainable development in all
of its markets a central aspect of its CSR program. This
is particularly important for a company that often invests
in volatile and underdeveloped regions. Statoil states its
policy as such: “We contribute to sustainable development
based on our core activities in the countries where we
work.”12 This serves as a central orientation for Statoil,
around which it has built strong CSR programs for supplier
development, anti-corruption initiatives, and clear health
and safety standards for all of its operations. Sustainable
development policies are the main pillar of a strong
organizational culture of responsibility, which penetrates
day-to-day and market expansion activities.
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Statoil, however, has also learned some lessons about
its CSR along the way. In 2002, Statoil entered into a
consultancy agreement with an Iranian based company,
Horton Investment, involving public officers with the
purpose of accessing vital information regarding future oil
and gas projects. The internal auditors at Statoil concluded
that the agreement was in conflict with Statoil’s own ethical
rules and a violation of the Norwegian anticorruption
law. The CEO ignored warnings and the chairman failed
to take action when he was informed. The incident
accelerated when the leading business newspaper in
Norway publicized the story. First the VP for International
Operations and then the CEO were fired. The Chairman
subsequently resigned. Statoil assigned external auditors
to review all agreements in search of corruption/bribery
and new internal management tools were introduced in
order to ensure that all managers were trained in handling
ethical aspects in connection with foreign oil and gas
field development projects.13 In short, Statoil learned the
hard way—like Novo Nordisk in South Africa—that
sustainability goes hand in hand with core management
practices and organizational values.
BP also has a long tradition of sustainability, but an oil spill
in the Gulf of Mexico revealed that proper health and safety
processes were lacking. BP strongly promoted its CSR policy,
named “Beyond Petroleum,” as part of a deliberate strategy to
position itself as more socially responsible than its competitors.
In a 1997 speech at Stanford University, then-CEO John
Browne acknowledged the reality of global climate change,
underscored the oil industry’s special responsibility, pledged
to reduce BP’s CO2 emissions by 10 percent before 2010, and
vowed to develop clean alternative fuels. As a result, BP was
voted a top environmental performer, ahead even of the Body
Shop and Greenpeace.14 The 2010 Mexican oil spill severely
tarnished BP’s reputation as a CSR leader. President Barack
Obama’s National Commission on the BP Deepwater Horizon
Oil Spill and Offshore Drilling concluded:15
There are recurring themes of missed warning signals, failure
to share information, and a general lack of appreciation
for the risks involved. In the view of the Commission, these
findings highlight the importance of organizational culture
and a consistent commitment to safety by industry, from the
highest management levels on down.

In short, within a decade, BP went from “Beyond Petroleum”
to bad planning. The incident revealed a lack of management practices that bred skepticism about the company’s
CSR programs.
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As these four examples illustrate, company values and
culture are critical determinants of whether companies
achieve real “shared value.” If CSR is not included and
reflected in the organization of general business processes
and management systems, then companies face the risk that
CSR programs lack consistency with business initiatives.
Such inconsistency can be very harmful to a company. In
an era when stakeholders are increasingly knowledgeable
and demanding, integrating CSR will be essential to
demonstrating real ability to achieve the “win-wins” of
the shared value model. Below we offer some concrete
suggestions for how companies can take steps to integrate
CSR into the core of the business.

Getting to Shared Value Creation: Principles
for Organizational Culture and Change
How do companies go about creating the changes required
to support a shared value agenda? Doing so requires
rethinking the meaning of CSR and how it fits in with the
business model and management practices. Companies
must take the idea of integration seriously and make CSR a
core element of strategy and structure.
Strategically, CSR needs to cohere and not conflict with
primary business operations. During the process of strategic
development, CSR can be built into the business model so
that the impact of CSR initiatives is financially beneficial
and enhances, rather than damages, corporate reputation.
This is perhaps the most challenging part of creating shared
value. It requires that companies recognize and reconcile
trade-offs between elements of a business model. CSR must
be part of a holistic approach to the strategy process, which
will include consideration not only of competitive economic
advantage, but also the social and political aspects of the
business. The good news is that this holistic approach, when
properly managed, can be reinvigorating for a company
and its employees, and lead to new visions, improved
communications and refined strategy.
Devising a holistic strategy requires a clear definition of
corporate values. A corporate value system or statement
can serve as a sounding board for decision making and
conflict resolution throughout the organization. Corporate
value systems that enhance or recreate an organizational
culture that is inclusive of CSR often have two important
features: a focus on the critical ethical issues the company
faces and a flexibility that allows them to be applied to all
parts of the business. Of course, beyond just agreeing on a
value system, company leaders must also agree how it will
be implemented and used at all levels of the organization.
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Building CSR into core strategy creates the most value for a
firm when the features and rationale for CSR initiatives are
well communicated internally. Communication mechanisms
are needed to get the message out and to ensure that it
is clear, consistent and relevant to different parts of the
organization. Simple statements that incorporate CSR into
corporate mission statements are highly effective. A good
litmus test is a periodic random survey of employees from
throughout the organization that questions their awareness
of CSR policy.
Structurally, there are several things a company can do to
integrate CSR into the business model. A first step may
be to eliminate distinct CSR functions in the organization
altogether. In our research, we have found that CSR
leaders often never had or have eliminated distinct CSR
functions.16 While this might seem contradictory, it actually
supports the idea of integrating responsibility into the
core of the business model. When CSR is organized as a
distinct division or function in an organization, there is
a tendency for CSR to be seen as either a threat to main
business practices or a marginal element. CSR managers
often report that they have difficulty being heard in their
organization and that expensive, glossy CSR reports are
commonly disregarded internally. Making CSR a mutual
responsibility across the firm can increase its credibility
and implementation.
It is also important that the impetus for CSR comes from
the very top of the company. Only when there is a strong
commitment at the executive level will CSR be integrated

into the business model and truly valued throughout the
company. Corporate leaders have a vital role to play in
motivating CSR programs and creating management
systems to sustain them. Along these lines, if CSR is to be
meaningful for employees, another important structural
change is to make it a part of performance evaluation.
Having KPIs that either neglect or conflict with CSR is
bound to keep it at the margins of employees’ minds, and
the organization as a whole. Contrarily, when KPIs include
CSR measures, the motivation to adhere to them and
constantly improve on them is built in.
Finally, integrating CSR requires building in mechanisms
to respond to failure. Companies must be responsive
to failures in CSR as they are for any element of their
competitive strategy. This means building in clear
indicators of success or failure at the outset and clearly
communicating corporate value systems. Employees need
to know that if CSR goals are not met, the failure will be
openly and quickly addressed. This is a lesson that many
have taken from the large corporate scandals of our time
(e.g., Enron, WorldCom). A lax culture or a culture that
promotes values other than those in a CSR program will
inevitably undermine it, with dire consequences for the
company as a whole.
Achieving shared value requires companies to go beyond just
identifying “win-wins.” Effective leadership and management
of CSR is essential for companies who want to meet
increasingly more stringent social and financial expectations
of key stakeholders in this new era of global capitalism.
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