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Values and Value: The Ethical
Imperative

Jonathan Low
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How important are these factors to corporate reputation?

69%

High quality products or services

Transparent and honest business practices 685%

Company | can trust B5%

Treats employees well B3%

Communicates frequently 55%

Prices fairly 55%

Good corporate citizen 51%

Innovator 48%

39%

Widely admired leadership

Financial returns to investors 35%



Trust in US business Declining While

Economic Competitors’ Is Rising....

How much do you trust business to do what is right?

2010 2011
1009 Trusters ! Neutral ! Distrusters
] 1 |
g% | +19
81%
80%
70% o1% 0%

62%

60%

50%

40%

30%

20%

10%

Brazil India Italy China Japan Germany France us UK Russia



Ethical Ratings Correlate With

_Consumer-and_Financial Preference._

Highest Positive Most Likely to Purchase
Ethics Ratings

Financial Performance
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¢ McGrow HiN companves SPECIAL DOUBLE ISSUE

BusinessWeek |

36,2007 3450 www businessweak.com

What Price
Reputatlon? Many savvy companies are

starting to realize that a good name can be their most
important asset—and actually boost the stock price

IF... HAD THE «ITS STOCK ..BOOSTING
.~ REPUTATION WOULD MARKET VALUE
OF... RISE... BY
Coca-Cola Pepsi 3.3% S4 BiLion
Wal-Mart Target 4.9% $9.7 BiLLION
Colgate P&G 6.2% S 2 BILLION
CVS Walgreens 6.9% $3.9 BiLLION

Wachovia Wells Fargo 3.5% $3.5 siLLion
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FOCUS

Low Score, High Impact

@ Financial History

‘ Shareholder Relations

. Legal, Ethical Operation

PROTECT

High Score, High Impact

sToyer of Choice

all Management
Strength

‘vating Products

porate Governan

"C';overnment / ﬁegulator‘SuppIier e lPartne

® cost Control Relations

. 0
@ Better than CompetitorsEXC%dS Bilcation:

Employee Relations

© EnvironmentallyResponsible

act Scale

stomer Relations
>
ock Performance@cgpital Structure

@ Profitability Competitor Relations
® Good Value trong Corporate Culture

(@) .
® Revenue Growth Analyst Relations

@ Branding and
Communications

MAINTAIN

High Score, Low Impact
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Market demand drives performance
_specificity for inputs and o mes.

/"—P

N

A

A

/

Tangible Financial

Drivers

Revenue

Intangible Drivers

Factors

Analyst Relations
Customer Relations
Employee Relations
Shareholder Relations
Supplier Relations
Capital Structure
Cost Control
Profitability

Revenue Growth
Stock Performance

69%

31%

Better than Competition
Innovative Products

Market Share

Environmental Responsibility

CEO Strength
Fosters Entrepreneurship
Overall Management

PREDICTIN



Reputation Messages Have a

ont Impact on Stock Trading

Positive revenue stories have a life of about two months. The maximum occurs at
cumulative 17 days stories with stock at 22 days

s md

N )

Fare Stories —e— Total Positive

—8— Prior Day

0.2 - .
Prior 2 Days
Prior 3

—x— Prior 4

—e— Prior 5

0.15 ~

—+— Prior 6
—=—Prior 7
—=— Prior 8
Prior 10
Prior 11
Prior 12
Prior 13
Prior 14
Prior 15
—=— Prior 16
—=— Prior 17

<2

o

(3]
1

Correlation with Adjusted Stock

—o— Prior 18

Tradi Prior 19
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ValueReaction ™ (%)

Recoverers and NonRecoverers

20 +

Recoverers

Event Trading Days

10 4 :
191 VA NonRecoverers
20 4 , ' , . Y

! 51 101 151 201 251
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2011 Disciosure Trends: Perception
Formed Through Interaction

Common Practice

Emerging Trend

Communication

One way communication Multi-stakeholder dialogue

Single Co. progress report Industry benchmarking

Voluntary reporting Mandatory reporting
Standards

Verification as option

Assurance
Ad hoc standards Global standards

Corporate boundary definition Dialogue set definition

PREDICTIN



Impressions Are Created on Viedia

23 22.5
20 19.4
m Website Visitors
15 per month (in
millions)
10 m Facebook Visitors
per month (in
5 millions)
1.8
0.27
0 -

Starbucks Coca-Cola

Data Source: Wall Street Journal, “Business Joins the Party,” May 4, 2011
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http://i.bnet.com/blogs/graphic-fb-vs-web-traffic.png

Benchmarking Best Ethical Practices

Establish Vision & Goals

Make Senior Leadership Commitment
Implement Training

Create Ethical Organizational Culture

Establish Ethical Infrastructure, Rules & Policies
Enact Discipline, Rewards and Measures
Measure, Research and Assess - Repeatedly
Provide Advice & Support

Communicate and Be Transparent

PREDICTIN
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"Get serious, Rudy, we're talking
business ethics, not ethics.”
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jon.low@predictiv.net

www.predictiv.net

www.thelowdownblog.blogspot.com/
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