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M3. Life-centered business models. Testing
sustainablility value proposition and sustainability compass
development (ESI)

Course Description:

This comprehensive course is divided into two main sections focusing on Life-Centered
Business Models and the Sustainability Value Proposition and Compass development. The
course aims to expose participants to the concepts, benefits, and challenges of integrating
life-centered thinking into business models and developing a robust sustainability value
proposition.

The first section begins with an introduction to life-centered business models, explaining
their key features, such as sustainability, shared value creation, long-term orientation, and
adaptability. Participants will examine real-life examples of businesses that have
successfully implemented life-centered models. They will also gain insight into the benefits
of such models, such as enhanced brand reputation, customer loyalty, and long-term
profitability. However, we also discuss the challenges associated with implementation,
including resource management, changing organisational culture, and compliance with
regulations.

In the second section, participants will delve into the concept of a Sustainability Value
Proposition. They will learn about methods and techniques for testing this proposition,
focusing on the importance of market research and customer insights. The course
introduces the Sustainability Compass, a tool designed to guide businesses towards a more
sustainable future. Participants will learn how to apply this compass in testing and refining
their value propositions.

The course will also feature case studies from businesses that have effectively used the
Sustainability Compass and successfully adopted life-centered business models. Lastly, the
course provides a glimpse into future trends and challenges that could shape life-centered
business models and the development of the Sustainability Compass.

Course Objectives:

1. To understand the definition, key features, benefits, and challenges of life-centered
business models.
2. To explore real-life examples of businesses employing life-centered models and
study their success stories.
3. To learn the steps involved in adopting a life-centered business model.
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To comprehend the concept and significance of a Sustainability Value Proposition
and the methods to test it.

To gain insight into the Sustainability Compass, its components, and how it can guide
businesses towards sustainability.

To learn how to use the Sustainability Compass as a tool for testing and refining the
value proposition.

To study case studies of successful applications of the Sustainability Compass and
life-centered business models.

To understand future trends and challenges in life-centered business models, sustainability
value propaosition testing, and Sustainability Compass development.
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1.Introduction to Life-Centered Business Models

In today's rapidly evolving business landscape, the imperative to integrate sustainability into
the core of business operations has never been more critical. This chapter lays the
foundational knowledge and understanding necessary for navigating the shift towards life-
centered business models. As we delve into the complexities of sustainability and its
undeniable importance for the future of our planet, we aim to equip you with the tools and
perspectives needed to innovate and lead in an environmentally conscious market.

1.1Introduction to Sustainability

Sustainability is a fundamental concept at the heart of responsible business practices. At
its core, sustainability involves meeting the needs of the present without compromising the
ability of future generations to meet their needs. It encompasses ethical, environmental, and
economic considerations, emphasizing the importance of preserving the well-being of
people, the planet, and profit. In the context of business, sustainability goes beyond profit
generation to embrace broader social and environmental responsibilities.

Incorporating sustainability into your corporate strategy can raise a lot of questions:
e How do you measure sustainability?
e How do you make sustainability work for your business?
e How do you define sustainability for your corporation?

Businesses play a crucial role in the transition towards a more sustainable future. They have
the resources, influence, and innovative capacity to contribute significantly to sustainability.
Sustainability is anchored in the balance between what is
often referred to as the Triple Bottom Line (TBL): People,
Planet, and Profit.

What is the Triple Bottom
Line (TBL)?

The triple bottom line is a

. .. ) . business concept that states
The Triple Bottom Line is one of the main systems businesses = fims should commit to

use to assess the profits they are making through their = measuring their social and
corporate sustainability solutions. The Triple Bottom Line Zg\éii;%:]megal theirimﬁs;tn;g‘l
method asks you to see beyond the traditional bottom line of performance—rather  than
business to the profits that your business makes socially, = solely focusing on generating
environmentally, and economically. Measuring your business = profit or the standard “bottom
using the Triple Bottom Line is one of the best markers of how = '®”

sustainable your business is and how profitable it really is. g;urce: Miller, K. (2020, December
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TBL is a framework that serves as a compass for sustainability. In 1994, John Elkington
developed TBL as an accounting framework. Elkington was an entrepreneur and author.
TBL aims to incorporate sustainable accounting in business, i.e., in social, environmental,
and economic aspects. Amidst growing societal pressure, all businesses want to appear
green. But not all are willing to sacrifice profits. Greenwashing is TBL'’s biggest challenge.

The triple bottom line framework makes an organisation realise its responsibilities
towards society and ecology. It is all about accountability for the overall effect of the
company’s business practices and contribution towards non-profitable aspects. The TBL
framework informs business practices and decision-making by encouraging companies to
balance these three dimensions to create a harmonious and sustainable future.
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Picture 1. The Tripple Bottom line framework (Chamberlain A., 2023)

TBL comprises three key dimensions:

* People (Social Sustainability): This dimension focuses on the social impact of
business activities. It includes aspects such as employee welfare, community
engagement, and the broader societal benefits of the business. It is a part of
corporate social responsibility (CSR), businesses must focus on community,
social surroundings, and internal resources. This is measured by the investment
made on labour compensation and the company’s profits from it.

 Planet (Environmental Sustainability): The environmental aspect of
sustainability addresses the impact of business operations on the natural world.
It encompasses ecological responsibility, resource conservation, and efforts to
minimize environmental harm.
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* Profit (Economic Sustainability): The economic aspect measures the financial
performance and profitability of the business. Additionally, it measures the
business’ contribution towards the overall economy and the growth of its industry.
While profit remains essential, the TBL framework acknowledges that economic
success should be achieved in harmony with people and the planet, not at their
expense.

Why to Use the Triple Bottom Line Method? Using the Triple Bottom Line method, your
business can expand how it understands its position in the current economy and its ability
to survive in the future. Corporate sustainability measures your ability to be in business
indefinitely, based on your impact on the environment, your relationship to your community,
and contribution to your economy.

In reality, all three factors play a major role in determining if your business can stay and
generate a profit - no single bottom line can sustain a business alone.

1.2 Life-Centered Business Models

Life-centered business models represent a paradigm shift in the world of commerce. They
are designed to address the needs of not only the present generation but also those of future
generations. These models go beyond traditional profit-centric approaches to emphasize
sustainability, social responsibility, and long-term viability.

A life-centered business model extends beyond the conventional triple bottom line approach
of profit, people, and planet, to integrate the company’s impact on all living systems into its
core operations. This model is grounded in principles of sustainability, ethical responsibility,
and ecological balance, aiming to create value that is holistic and enduring.

Characteristics of life-centered business models include:
* A commitment to environmental stewardship.
» A focus on social impact and well-being.
* A long-term perspective that values sustainability over short-term gains.
» A deep integration of ethical values into business practices.

Life-centered businesses recognize that by investing in the well-being of people and the
planet, they can also secure long-term financial success. They have the potential to thrive
in a world where sustainability is paramount.

In this model, everyone in the ecosystem of a company should be able to derive value from
their participation in the life cycle ecosystem in one way or another.
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Picture 2. Life cycle-driven business model (Mieras, E., 2015)

Key Features

e Holistic Value Creation: Unlike traditional models focused solely on financial gain,
life-centered businesses seek to create value that benefits the environment, society,
and the economy.

e Sustainability and Resilience: These models prioritize long-term sustainability over
short-term profits, fostering resilience against ecological and social challenges.

e Ethical Practices: Ethical considerations are central, guiding decisions with a focus
on fairness, equity, and respect for all life forms.

e Inclusivity and Diversity: Embracing diversity and inclusivity, ensuring that benefits
are shared widely across communities and ecosystems.

e Regenerative Operations: Life-centered businesses often employ regenerative
practices that restore and rejuvenate ecosystems, rather than depleting them.

Benefits

e Enhanced Brand Reputation: Commitment to life-centered practices can significantly
improve a company's image and appeal to conscious consumers.

¢ Resilience to Global Challenges: Businesses that adopt sustainable practices are
better equipped to face challenges like climate change and resource scarcity.

e Long-term Profitability: While the initial transition might require investment, the focus
on sustainability can lead to long-term profitability through efficiency, innovation, and
customer loyalty.
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e Positive Social and Environmental Impact: Beyond financial gains, life-centered
models contribute positively to society and the planet, ensuring a livable world for
future generations.

Challenges

e Implementation Costs: Transitioning to a life-centered model can be costly, especially
for established businesses entrenched in traditional practices.

e Measurement and Reporting: Quantifying the impact on life and ecosystems poses a
challenge, requiring comprehensive and often complex reporting systems.

e Market Competition: Competing with businesses not adhering to life-centered
principles can be difficult, especially on price points and market share.

e Cultural Shift Required: Adopting a life-centered approach requires a significant
cultural shift within the organization, demanding commitment at all levels.

Future Trends in Life-Centered Business Models

e Integration of Advanced Technologies: The integration of Al, blockchain, and IoT
technologies will enhance the efficiency and transparency of life-centered business
models. These technologies can optimize resource use, improve supply chain
transparency, and enable more sustainable production and consumption patterns.

e Circular Economy Focus: There will be a stronger emphasis on circular economy
principles, moving beyond recycling to designing products and services that are
inherently sustainable, with an emphasis on reuse, repair, and remanufacturing.

e Regenerative Practices: Businesses will increasingly adopt regenerative practices
that restore, renew, or revitalize their own sources of energy and materials, going
beyond sustainability to positively impact the environment.

e Collaborative Ecosystems: The trend towards more collaborative business
ecosystems will accelerate, with companies working together across industries and
sectors to solve complex sustainability challenges.

Real-World Examples
To understand the practical implications of life-centered business models, let's explore some
real-world examples of companies that have successfully adopted these principles.

Case Study 1: Patagonia (https://www.patagonia.com/home/)

Patagonia, the outdoor clothing company, is a notable example
of a life-centered business. They prioritize environmental “
sustainability, support fair labor practices, and are vocal
advocates for addressing climate change. Patagonia's patagonia

commitment to these values has not only earned them a loyal
customer base but has also been profitable.
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Case Study 2: Interface (https://www.interface.com/US/en-US.html)

Interface, a global carpet manufacturer, transformed its

operations to become a leader in sustainability. They set Int rf ®
ambitious goals to eliminate any negative environmental e ace
impact by 2020. This commitment has resulted in innovations

that reduce waste, energy consumption, and greenhouse gas emissions.

These examples demonstrate that life-centered business models can not only make a
positive impact on society and the environment but also create competitive advantages in
the marketplace.

Steps to Adopt a Life-Centered Business Model

e Assessment and Planning: Evaluate the current impact of your business on the
environment and society. Develop a strategic plan that aligns with life-centered
principles.

e Stakeholder Engagement: Involve stakeholders, including employees, customers,
and suppliers, in the transition process. Their input and buy-in are crucial.

e Implement Sustainable Practices: Shift towards sustainable sourcing, production,
and operations. Invest in renewable energy, waste reduction, and ethical labor
practices.

e Transparency and Reporting: Be transparent about your practices and progress.
Adopt comprehensive reporting standards that account for ecological and social
impacts.

e Continuous Improvement: Adopt a mindset of continuous improvement, regularly
assessing and adjusting practices to enhance their life-centered impact.

Adopting a life-centered business model is not just a strategic choice for contemporary
businesses; it is a necessary evolution to ensure the survival and thriving of our planet and
future generations. By embracing this model, companies can lead the way towards a more
sustainable, equitable, and prosperous world for all life forms.

2.Sustainability Value Proposition Development

In an era where consumers, investors, and regulators are increasingly prioritizing
sustainability, the ability to articulate and deliver a compelling sustainability value proposition
has become a key differentiator for businesses. This chapter focuses on the strategic
development, and refinement of sustainability value propositions that align with market
demands and the broader goals of environmental stewardship, social well-being, and
economic growth.
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2.1 Defining Sustainability Value Proposition

The importance of a sustainability value proposition (SVP) becomes evident when we
consider that modern consumers are increasingly concerned about their purchasing
decisions' environmental and social impact. They seek products and services that not only
meet their needs but also align with their values. SVP goes beyond traditional value
propositions by emphasizing environmental and social considerations alongside economic
ones.

A Sustainability Value Proposition (SVP) articulates the unique value a company offers to
its customers through its commitment to sustainability. Defining an SVP requires a deep
understanding of what sustainability means for your business, your customers, and the wider
community. Here are main steps to consider:

1. Understanding your target audience. Creating an effective sustainability value
proposition begins with understanding your target audience. Different customer
segments have varying sustainability needs and expectations. Identifying these
segments and their specific requirements is crucial for tailoring your value
proposition.

2. Understanding Sustainability in Your Context. The next step in defining an SVP
is to understand what sustainability means within the context of your industry, your
company, and your customer base. This involves identifying the key environmental
and social issues that your business impacts or is impacted by. For some, this might
mean focusing on reducing carbon footprints, for others, it could involve ensuring fair
labor practices or contributing to the economic development of communities.

3. Identifying Customer Needs and Expectations. Understanding your customers'
sustainability concerns and expectations is crucial. Today's consumers are more
informed and concerned about environmental and social issues than ever before.
They seek products and services that not only meet their needs but also align with
their values. Researching and engaging with your customer base will help you identify
what aspects of sustainability are most important to them.

4. Articulating the Sustainability Benefits. Once you have a clear understanding of
the relevant sustainability issues and customer expectations, the next step is to
articulate how your product or service addresses these concerns. This involves
clearly stating the environmental, social, and economic benefits your offering
provides. For example, if your product is made from recycled materials, the
environmental benefit could be reducing waste and conserving resources.

5. Differentiating Your Offer. A well-defined SVP not only highlights the sustainability
benefits of your offer but also differentiates it from competitors. This could be through
innovative use of sustainable materials, superior environmental performance, or a
unique approach to social responsibility. It's about demonstrating how your
commitment to sustainability makes your offer more valuable to your customers.

The European Gommiesion’s supportor th proguction of s publcaton
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6. Communicating the Value. Finally, an effective SVP must be communicated clearly
and compellingly to your target audience. This means using language that resonates
with your customers and showcasing tangible examples of your sustainability efforts.
Whether through marketing materials, product labeling, or direct engagement, the
goal is to make the sustainability benefits of your offer clear and compelling.

Your sustainability value proposition serves as a crucial guidepost for your organization's
efforts to create and communicate its unique contributions to sustainability. It represents the
core benefits and values that your organization delivers to stakeholders, highlighting not
only economic advantages but also environmental and social impacts. To effectively define
your sustainability value proposition, consider utilizing tools such as the Sustainability
Value Proposition Canvas alongside the following key components:

1. Identifying Stakeholder Needs. Understanding the diverse sustainability preferences
and priorities of your stakeholders is foundational to crafting a meaningful sustainability
value proposition. Stakeholders may include:

v/ Customers: Investigate consumer demand for sustainable products,
preferences for eco-friendly packaging, or interest in companies with
transparent supply chains.

v Employees: Explore employee expectations regarding workplace sustainability
initiatives, such as flexible commuting options, wellness programs, or diversity
and inclusion efforts.

v Investors: Consider the increasing interest among investors in Environmental,
Social, and Governance (ESG) criteria and how your sustainability efforts align
with their investment criteria.

v/ Communities: Assess the needs and concerns of local communities impacted
by your operations, such as air and water quality, job creation, or support for
local charities and initiatives.

2. Articulating Unique Selling Points. Identifying what sets your organization apart in
terms of sustainability requires a deep dive into your company's unique strengths,
innovations, and commitments. Consider:

v Innovative Eco-Friendly Products: Highlight products or services that leverage
sustainable materials, energy-efficient designs, or circular economy principles
to minimize environmental impact.

v Ethical Sourcing Practices: Showcase responsible sourcing practices, fair
trade certifications, or initiatives to support local communities and protect
biodiversity.

v Community Engagement Initiatives: Communicate efforts to give back to
communities through philanthropy, volunteer programs, or partnerships with
NGOs to address social and environmental challenges.
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3. Aligning with Business Strategy. Ensuring alignment between your sustainability value
proposition and your overall business strategy is critical for long-term success and
credibility. Consider:

v' Reinforcing Brand Identity: Integrate sustainability into your brand identity,
ensuring that your values and actions resonate with your target audience and
reinforce brand loyalty.

v' Supporting Competitive Positioning: Leverage sustainability as a strategic
advantage, positioning your organization as a leader in your industry or niche
market and differentiating yourself from competitors.

v Driving Innovation and Growth: Explore opportunities to innovate and grow
your business through sustainability, whether through new product
development, operational efficiencies, or market expansion into sustainability-
focused segments.

How to articulate the value? This is a crucial step to get right. Value proposition statements
are often skipped-over or poorly understood by innovation teams. Sustainability-focused
value proposition statements are especially important to get right for sustainable innovation
concepts because they are complex and involve many ecosystem stakeholders. Consider

these main steps:

Understand Articulate Create Write down
the value you those values Sustainable key metrics
create for into a Value and KPI's

People, succinct Proposition
Planet, Profit value Canvas
and Progress proposition

STEP 1. The first step to creating sustainable value proposition statements is to understand
the value types you are creating across People, Planet, Profit and Progress dimensions.
STEP 2. Once you have selected the value types for your new sustainable innovation
concept, the next step is to articulate them into a succinct value proposition statement.
STEP 3. Create Sustainable Value Proposition Canvas (you can use a template in Annex1
or download it here. This canvas will help you choose and refine your value types. Write
down the 3 value types you relevant to your concept across People, Planet, Profit and
Purpose categories. Keep it to no more than three per type to make the next step easier.
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STEP 4. Write down any key metrics and KPI's you can think of, related to the value types
you intend to create within your concept.

TIP: Consider metrics and KPI’s already in place or new sustainability metrics as part of
your corporate or innovation strategies. Ask to see your corporate strategy decks if you
haven’t already seen it. This way you can ensure that your innovation efforts can
demonstrate how they will contribute to the overall business strategy.

EXAMPLE. Here is an example of how an Ample, an EV battery company, could formulate

their sustainable value proposition statement:
Source:https://www.explorerlabs.co/thinking/how-to-build-a-sustainability-focused-value-proposition-statement)

Our reusable modular battery solution helps people in busy cities
with e-vehicles who have the need to quickly find and replace their
batteries, by removing the stress and need to wait for recharging
whilst solving the problem of manufacturing excessive lithium cells,
so that we only produce and use batteries we actually use. Unlike
proprietary battery powered e-vehicles that aren’t interchangeable

and must be individually purchased, our solution contributes to UN
Sustainable Development Goal 7 (affordable and clean energy), 0 al I lPLe
Goal 11 (sustainable cities and communities), Goal 12 (responsible
consumption and production) and Goal 13 (climate action), by

delivering non-wasteful, sustainably produced, cyclable batteries
that provide a scalable and profitable solution across global cities.

NOTE that the statement does not focus on the specific features and functionalities of the
batteries themselves, but instead, stays more abstract and only talks of the value that is
being created, captured and delivered to stakeholders and wider environment.

Used in this way, value is the primary way of communicating how the proposed concept will
add value and sustainable impact on People, Planet, Profit and Progress dimensions.

Defining a Sustainability Value Proposition is a strategic process that enables businesses
to align their offerings with the values and needs of their customers while also addressing
critical environmental and social challenges. By effectively articulating the unique
sustainability benefits of your products or services, you can differentiate your brand,
enhance customer loyalty, and drive sustainable business growth.

2.2 Developing Your Sustainability Value Proposition

Creating a compelling sustainability value proposition requires a structured approach that
integrates sustainability considerations into every aspect of your business. Here's how to
develop your sustainability value proposition effectively:
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1. Conduct a Sustainability SWOT Analysis: Evaluate the strengths, weaknesses,
opportunities, and threats related to your organization's sustainability efforts to
identify areas for improvement and differentiation.

2. Integrate Sustainability Across Functions: Engage cross-functional teams to
embed sustainability into product development, operations, marketing, and other
areas of the business, ensuring alignment with your value proposition.

3. Innovate and Differentiate: Leverage sustainability as a source of innovation and
differentiation, exploring new technologies, business models, and partnerships that
drive positive environmental and social impact.

Conducting a Sustainability SWOT Analysis. Before | \otE:  The Sustainability
crafting a sustainability value proposition, it's essential t0 = swoOT retains the original
assess your business's current state and its readiness to = classification into two main
embrace sustainability. A Sustainability SWOT analysis @ categories:

helps in this evaluation. A Sustainability SWOT Analysis

. . . e Internal factors (the Strengths
serves as a foundational step in understanding your

and Weaknesses internal to

organization's current sustainability landscape and the organisation)
identifying areas for improvement and differentiation. Here's
how to conduct it effectively: e External factors (the

Opportunities and Threats

e Strengths: Evaluate existing sustainable practices o
external to the organisation)

within your organization, such as energy-efficient
operations, sustainable sourcing policies, or strong
community engagement initiatives. ldentify what sets
your organization apart from competitors in terms of
sustainability.

e Weaknesses: Assess areas Wwhere your
sustainability efforts fall short or could be improved.

This could include high carbon emissions, inefficient waste management practices,
or limited access to sustainable materials.

e Opportunities: Explore emerging trends and opportunities in the sustainability
space, such as growing consumer demand for eco-friendly products, advancements
in renewable energy technologies, or potential partnerships with sustainability-
focused organizations.

e Threats: Anticipate risks and threats related to sustainability, such as regulatory
changes, reputational damage from unsustainable practices, or competitive
pressures from companies with stronger sustainability credentials.

Due to the fact that the Sustainability SWOT Analysis is based on the familiar classical
SWOT, its implementation into the processes of a traditional company is straightforward.
The Sustainability SWOT enables both strategic analysis and decision-making and may
initiate innovation, due to its emphasis on identifying potentially disruptive “big trends”.
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You can use a template in Annex 2 to draft your Sustainability SWOT analysis or download
it here https://www.threebility.com/post/the-sustainability-swot-analysis.

Once you have a clear understanding of your business's sustainability strengths,
weaknesses, opportunities, and threats, you can craft a compelling sustainability value
proposition. A well-articulated value proposition should:

» Clearly communicate the unique benefits of your sustainable products or

services.

» Connect with the values and aspirations of your target audience.

» Highlight the positive social and environmental impact of your offerings.

* Encourage customers to choose your business over competitors.

Integrating Sustainability Across Functions. Embedding sustainability into every aspect
of your business requires collaboration and alignment across different functions and
departments. Here's how to ensure integration:

e Engage Cross-Functional Teams: Bring together representatives from product
development, operations, marketing, human resources, and other relevant
departments to collaboratively develop and implement sustainability initiatives.

e Set Clear Goals and Targets: Define clear sustainability goals and targets that align
with your overall business strategy and value proposition. Ensure that each
department understands its role in achieving these objectives.

e Provide Training and Resources: Invest in employee training and provide
resources to support the integration of sustainability into daily operations. Empower
employees to contribute ideas and solutions that drive positive environmental and
social impact.

Innovating and differentiating. Leveraging sustainability as a source of innovation and
differentiation can position your organization as a leader in the market while driving positive
environmental and social impact. Here's how to innovate and differentiate effectively:

e Embrace Sustainable Innovation: Explore new technologies, materials, and
processes that enable more sustainable products and services. Invest in research
and development to stay ahead of emerging sustainability trends.

e Develop Unique Value Propositions: Identify opportunities to differentiate your
products or services based on their sustainability attributes. This could include
offering products with lower environmental footprints, incorporating social impact
initiatives into your business model, or providing transparent and ethical supply
chains.

e Forge Strategic Partnerships: Collaborate with other organizations, NGOs,
research institutions, or government agencies to amplify your impact and reach
shared sustainability goals. Strategic partnerships can provide access to resources,
expertise, and market opportunities that may not be available otherwise.
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The key to success is aligning your value proposition with the genuine needs and values of
your target audience.

Real-World Examples and Best Practices
To illustrate the practical application of sustainability value propositions, let's examine real-

world examples and best practices from various industries.

Example 1: Tesla

——
' Tesla's sustainability value proposition centres on electric vehicles that
combat climate change, reduce emissions, and reduce dependence on
T=sLA fossil fuels. They have successfully positioned themselves as leaders in
sustainable transportation.
Example 2: The Body Shop
€ )
The Body Shop is renowned for its commitment to ethical and

THE BODY SHOP  gystainable beauty products. Their value proposition emphasizes
cruelty-free, ethically sourced, and environmentally responsible
skincare and cosmetics.

These examples show that businesses can thrive by incorporating sustainability into their
value propositions and making it a core part of their brand identity.

2.3 Testing and Refining Sustainability Value Propositions

After crafting your sustainability value proposition, the journey doesn't end there. Testing
and refining it are essential steps to ensure that it resonates with your target audience, aligns
with your business goals, and drives meaningful impact. Here are several strategies for
testing and refining your sustainability value proposition:

1. Customer Feedback and Surveys.

v' Surveys and Questionnaires: Develop surveys tailored to your target audience to
gather quantitative data on their perceptions of your sustainability initiatives and value
proposition. Ask specific questions about their preferences, needs, and attitudes
towards sustainability.

v Interviews and Focus Groups: Conduct in-depth interviews or focus groups with
select customers to gather qualitative insights into their attitudes, motivations, and
behaviors related to sustainability. Probe deeper into their perceptions of your value
proposition and areas for improvement.
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v Social Listening: Monitor social media channels, online forums, and review platforms
to gauge public sentiment and feedback regarding your sustainability efforts. Identify
common themes, concerns, and suggestions for enhancing your value proposition.

Pilot Programs

v Limited Product Launches: Introduce new sustainable products or initiatives on a
small scale to a targeted audience or market segment. Monitor customer feedback,
sales performance, and other relevant metrics to assess the viability and
effectiveness of your value proposition.

v' Beta Testing: Invite select customers or partners to participate in beta testing
programs for new sustainability initiatives or features. Gather feedback on user
experience, functionality, and perceived value to refine your value proposition before
a full-scale launch.

Monitor Key Performance Indicators (KPIs)

v Sustainability Metrics: Track key sustainability indicators such as carbon footprint
reduction, energy efficiency gains, waste diversion rates, or water conservation
efforts. Use these metrics to quantify the impact of your value proposition on
environmental and social outcomes.

v Business Performance Indicators: Monitor traditional business KPIs such as sales
revenue, market share, customer retention, and profitability. Assess how changes in
your sustainability value proposition impact overall business performance and
competitiveness.

v Employee Engagement. Measure employee satisfaction, retention rates, and
engagement levels to gauge the effectiveness of internal sustainability initiatives.
Engaged and motivated employees are more likely to embody and promote your
sustainability value proposition.

Iterative Improvement

v' Data Analysis: Analyze the data collected from customer feedback, pilot programs,
and KPI monitoring to identify trends, patterns, and areas for improvement. Look for
insights that can inform iterative changes to your sustainability value proposition.

v' Feedback Loops: Establish feedback mechanisms and processes for continuous
improvement, such as regular surveys, suggestion boxes, or employee feedback
sessions. Encourage open communication and dialogue to solicit ongoing input from
stakeholders.

v' Adaptation and Evolution: Remain flexible and responsive to changing market
dynamics, emerging sustainability trends, and evolving stakeholder expectations.
Continuously refine and adapt your sustainability value proposition to stay relevant
and competitive in a dynamic business environment.
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Testing and refining your sustainability value proposition are critical steps in ensuring its
effectiveness and impact. By gathering feedback from customers, conducting pilot
programs, monitoring key performance indicators, and embracing iterative improvement,
you can continuously enhance and evolve your value proposition to meet the evolving needs
of your stakeholders and drive positive environmental and social change. Remember,
sustainability is a journey, not a destination, and ongoing refinement is essential for long-
term success and relevance.

3. Sustainability Compass Development and Implementation

Sustainability is not just a destination but a journey that requires a clear direction and
guidance. In this chapter, we will explore the development and implementation of a
Sustainability Compass—a strategic tool that helps organizations navigate their
sustainability journey, aligning values, goals, and actions towards a more sustainable future.

3.1. Building Your Sustainability Compass

What is a Sustainability Compass? A sustainability compass is a strategic framework that
guides business's decision-making by aligning its goals and actions with sustainability
principles. It is composed of four essential elements: N

» Goals: Clear and measurable sustainability objectives |
that a business aims to achieve.

* Metrics: Key performance indicators (KPIs) and
measurements used to track progress towards z
sustainability goals. W — o peii,

« Stakeholders: Identification of and engagement with J?
the various groups affected by or interested in the
business's sustainability efforts.

» Actions: Specific steps and strategies for
implementing sustainability initiatives and achieving
sustainability goals.

V4
N,

AWono23
|
m

One of the limitations of the compass model is that it can infer that each of these system
components is separate from the others. Even the idea of a compass, providing direction
for travel, can subtly infer that travelling toward Wellbeing means travelling away from a
vibrant and inclusive Economy. But that is not the intended message of the Sustainability
Compass.
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Elements of a Sustainability Compass

1. Setting Sustainability Goals and Objectives. Setting clear, SMART (Specific,
Measurable, Achievable, Relevant, Time-bound) sustainability goals is the first step in
building your sustainability compass. SMART goals provide a framework for effective
goal setting, making objectives clear and achievable.

2. ldentifying Metrics and KPIs. Metrics and Key Performance Indicators (KPIs) are
essential for tracking progress and measuring the impact of sustainability efforts.
Businesses should select metrics that are relevant to their specific goals and align with
their values.

3. Stakeholder Engagement. Sustainability is not a solitary endeavor but a collaborative
one that involves various stakeholders. These stakeholders may include employees,
customers, suppliers, communities, regulators, and advocacy groups. Engaging with
stakeholders is vital for obtaining valuable insights and building relationships that foster
sustainability.

4. Action Planning. The sustainability compass also guides the development of
actionable steps and strategies to implement sustainability initiatives. These strategies
are vital for achieving sustainability goals and delivering meaningful results.

A Sustainability Compass serves as a guiding framework that articulates an organization's
purpose, values, goals, and strategies related to sustainability. Here's how to build your
Sustainability Compass effectively:

Define Your Purpose and Values:

e Start by defining your organization's purpose beyond profit—a compelling reason for
existence that goes beyond financial gains.

e |dentify core values that reflect your commitment to sustainability, such as integrity,
transparency, innovation, and social responsibility.

Set Clear Sustainability Goals:

e Establish measurable and time-bound goals aligned with your organization's purpose
and values.

e Consider adopting frameworks such as the UN Sustainable Development Goals
(SDGs) or science-based targets to guide goal-setting and ensure alignment with
global sustainability priorities.

Identify Key Stakeholders:

e Identify and engage with stakeholders who are critical to your organization's
sustainability journey, including customers, employees, investors, suppliers,
regulators, and communities.

e Understand their perspectives, expectations, and priorities related to sustainability to
inform your Compass development.
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Integrate Sustainability into Business Strategy:

e Align your Sustainability Compass with your overall business strategy, ensuring that
sustainability considerations are embedded into decision-making processes across
all levels of the organization.

e I|dentify synergies and trade-offs between economic, environmental, and social
objectives to maximize value creation and minimize negative impacts.

3.2. Practical Implementation

Once you have developed your Sustainability Compass, it's essential to translate it into
actionable initiatives and integrate it into your organization's day-to-day operations. Here's
how to implement your Sustainability Compass effectively:

1. Engage Leadership and Employees:
e Secure buy-in and commitment from senior leadership to prioritize sustainability and
drive implementation efforts.
e Empower employees at all levels to contribute to sustainability initiatives and
incorporate sustainability principles into their roles and responsibilities.

2. Establish Governance and Accountability:
e Establish clear roles, responsibilities, and decision-making processes for overseeing
and implementing sustainability initiatives.
e Define key performance indicators (KPIs) and metrics to track progress towards
sustainability goals and hold stakeholders accountable for results.

3. Embed Sustainability Across Functions:
¢ Integrate sustainability considerations into core business functions, including product
development, supply chain management, operations, marketing, and finance.
e Provide training and support to employees to build awareness and capacity for
implementing sustainability practices in their respective areas.

4. Monitor and Report Progress:
e Regularly monitor and evaluate progress towards sustainability goals, using both
gualitative and quantitative data to assess performance.
e Communicate transparently with stakeholders about your organization's
sustainability efforts, achievements, challenges, and future plans through
sustainability reports, annual disclosures, and other communication channels.

A well-structured sustainability compass helps businesses navigate the complexities of
sustainability, ensuring they remain on course to create a positive impact.
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3.3. Case Studies and Best Practices

To illustrate the practical application of Sustainability Compasses, let's explore some case
studies and best practices from leading organizations:

Patagonia https://www.patagonia.ca/home/

Purpose: "Build the best product, cause no unnecessary harm, use business to inspire and
implement solutions to the environmental crisis."

Sustainability Goals: Achieve carbon neutrality by 2025, promote fair labor practices, and
advocate for environmental conservation.

Implementation: Patagonia integrates sustainability into its product design, supply chain
management, and advocacy efforts, leading by example in the outdoor apparel industry.

Unilever https://www.unilever.com/

Purpose: "To make sustainable living commonplace."

Sustainability Goals: Reduce environmental footprint, enhance livelihoods, and improve
health and well-being through brands and operations.

Implementation: Unilever embeds sustainability into its business strategy, product portfolio,
and supply chain, driving innovation and value creation while addressing global
sustainability challenges.

Interface https://www.interface.com/US/en-US.html

Purpose: "To lead industry to love the world."

Sustainability Goals: Achieve carbon neutrality by 2020, eliminate negative environmental
impacts, and create a positive handprint.

Implementation: Interface revolutionizes its business model, transitioning to a closed-loop
manufacturing system, and prioritizing renewable materials and energy sources.

Developing and implementing a Sustainability Compass is essential for organizations
committed to advancing sustainability. By defining purpose and values, setting clear goals,
engaging stakeholders, integrating sustainability into business strategy, and monitoring
progress, organizations can navigate their sustainability journey effectively, driving positive
environmental, social, and economic impacts for stakeholders and society as a whole.
Through case studies and best practices, we see that sustainability is not just a corporate
responsibility but a strategic imperative for long-term success and resilience in a rapidly
changing world.
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Annex 1

SUSTAINABLE VALUE PROPOSITION
PEOPLE, PLANET, PROFIT, PROGRESS

Select the value types you're creating using the 130+ Value Types Foster
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VALUE PROPOSITION KPI'S & METRICS
Metrics to track your chosen value types Tip: be as specific as possible according to your strategy

]
VALUE : VALUE
METRIC | METRIC
OR KP | QR KPI
]
SUSTAINABLE VALUE PROPOSITION STATEMENT
lse the helper to write your statement using your value types & KPl's above
Our helps
PRODUCT, SERVICE, OFFERING, CONCEPT USERS, CUSTOMERS, SOCIETY, ECOS¥WSTEMS, PLANET
who have the need OR desire to
SOLVE PROBLEM X, JOB-TO-BE-DONE, UN SDG GOALS.
by o
ACTION WERE: (REDUCING, REMOVING, AVOIDIN: 1 PAINS: CUSTOMER, USER, ECOSYSTEM, PLANET
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Annex 2

Environmental & Social StrenEths, Opportunities, Prioritization &
Challenges & Big Trends Weaknesses & Threats Action
Challenges S  Strengths W Weaknesses Prioritize

What do you and others see changing? For Who has similar weal Which insights will influence senior company

example. stakehoiders most?

m environmental = Priontise according to company vision and
els (e.g strategy

lation, commodity prices) Identify strong messengers

core & transferable strengths (i.e » Include pa in list Emphasise findings that would resonate with
R&D, Eng.) CEQ and senior management

operations,

Trends O Opportunities T Threats Act

= What are the sustainability relevant big * Look at thr Where are environmental challenges = Whatcan be a short/midfiong term strateqy?
trends? For example. addressed, an « Caleg insights g to
= Innovstion & techr 5y adva threats where and when you can act
« Demog % 5¢ it = Consider the bu. fo p alue cl = Ifneeded, consider gathenng more insights
Look upstream and downstream and identify before planning action

s for joint action
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