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FOREWORD

TOWARD INTEGRATED VALUE CREATION BY MARK GOUGH

Business decisions have long been guided
by financial statements as the primary
measure of performance and success. While
indispensable, this perspective reflects only
part of the value creation story. In a world
marked by increasing pressures, financial
information alone is no longer sufficient to
assess business performance, resilience, and
risk and leading businesses are increasingly
recognizing this gap. Financial performance
depends on and impacts a broader form of
valuev namely people, society and nature .

Rather than creating an entirely new system,
a global network of actors has been
structuring the missing information to fit into
existing business processes . This is achieved
through Impact Value Accounting , which
translates consequences for people and
nature into decision -useful information . This
is then recognized as additional forms of
capital v Natural, Social and Humanv with
flows of benefits and liabilities .

Significant progress has already been made,
including harmonisation efforts such as the
Natural, Social, and Human Capital Protocols
and, more recently, the Integrated Decision-
Making Framework . We are now entering a
phase of consolidation and standardisation .
The work of the International Valuation
Standards Board, convened by the Capitals
Coalition, represents a critical step toward

Value Balancing Playbook is therefore an
essential resource, providing companies with
a practical approach to embedding impact
value  accounting into  strategy and
operations .

Accounting is a structured representation of
an OF U (i écdnontig reality . As that reality
evolve s, accountancy will evolve with it. This
includes recognising dependencies and
impacts on natural, social, and human
systems. The Playbook enables companies
to accelerate this transition v supporting
better  decision -making, unlocking new
opportunities, and strengthening long -term
resilience while reducing risk.

MARK GOUGH
CHIEF EXECUTIVE OFFICER
CAPITALS COALITION

Business performance is shaped by drivers that
are not fully captured by traditional short-term
financial dynamics . Environmental pressures and
social foundations increasingly influence risk
profiles, capital allocation, and strategic
positioning. Companies are therefore assessed
not only on quarterly results, but on how
effectively  the interdependencies  between
financial performance and impact are managed .

The resulting question for leaders is clear: Can
we lead by optimizing our strategy to create both
business and societal value? In practice, these
issues are often addressed in fragmented ways,
leaving decision makers without a single
coherent direction that can serve multiple
requirements and help them assess trade-offs or
link societal impacts to long-term financial
outcomes . Addressing this challenge requires a
simplified and  coherent playbook  that
connects societal objectives with business
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decision-making and makes the business case
for societal value creation explicit. While existing
frameworks address parts of this challenge, most
focus on specific topics, such as disclosure,
materiality, or risk, and rarely show how they fit
together . Few explain how impact accounting
supports financial decision-making or fully reflect
the practitioner perspective .

The Value Balancing Playbook responds to this
need by consolidating diverse methodological
and conceptual streams into a single, unified
value balancing management process that
guides practitioners in embedding integrated
decision-making and impact accounting in core
business structures. By considering financial
performance and impact in key value-creation
processesv including  strategy  development,
trade-off decisions, and implementation v the
playbook supports more informed, effective, and
forward -looking decision-making .
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LEADING FOR RESILIENT VALUE
CREATION

Our not yet foreseeable new world order is
providing massive new business opportunities v and
risks. Strategic, transformative decisions need to be
made in an environment of high uncertainty . Trust
and friction together will leverage progress .
Successful leaders need to be more anticipatory
than ever before v they need to be curious, creative,
and courageous .

In such conditions, short-term pressures dominate .
For anticipatory leaders, the core challenge is how
to turn risks into opportunities ; how to manage
political  uncertainties, new technologies, and
physical and transition risks to  protect
competitiveness, allocate capital effectively, and
sustain long -term performance . Increasingly, factors
once considered external to the businessv from
resource constraints to social stability and trustv are
becoming central to business value creation .

For this reason, the Capitals Coalition and the Value
Balancing Alliance (VBA) have joined forces in a
strategic partnership to improve management and
reporting  practices . This includes the further
standardization of impact accounting for value
creation methodologies v with the Capitals Coalition
convening the Impact Value Standards Board and
the VBA engaging and coordinating the international
business community . We are building on the legacy
of our community, including the Integrated
Decision-Making Framework, consisting of the
Capitals Protocol and Governance for Valuation , and
the methodologies and guidance developed
together by the International Foundation for Valuing
Impacts and the VBA.

The Value Balancing Playbook responds directly to
this new reality . It reflects a growing recognition that
business success and resilience depend on how
effectively companies manage the
interdependencies between value created for the
business and value created for society and nature v
translating developed frameworks and standards
into guidance created by business practitioners for
business practitioners . Rather than treating these
dimensions as separate or competing objectives, the

Value Balancing Playbook embeds them into the
heart of strategy, decision -making, and execution in
a pragmatic way. By providing a structured yet
flexible management system, it helps leaders make
clearer trade -offs, focus resources on what matters
most, and navigate uncertainty with discipline and
coherence . At a time when the temptation to retreat
to the short-term is strong, the playbook reinforces a
simple insight: successful leadership requires
anticipatory, integrated thinking and a holistic view
of value creation .
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VALUE BALANCING
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A PLAYBOOK FOR LONG TERM
BUSINESS MANAGEMENT

This playbook is the result of a collaborative process
with the member companies of the VBA, shaped by
open and sometimes challenging discussions
grounded in real business situations. Across
industries, these conversations repeatedly led to the
same conclusion : the questions we were trying to
address were not about sustainability as a separate
agenda, but about corporate strategy itself: how
companies define success, allocate resources,
manage risks, and steer for long-term performance
in a changing environment .

We stood on the shoulders of giants, as the
playbook draws on a wide body of work from
international  institutions,  standard s-setters and
academia, including the frameworks developed by
the Capitals Coalition and invaluable contributions
from the Big Four. Our aim was not to reinvent
existing approaches, but to connect them into a
coherent management system that reflects how
decisions are made by practitioners in organizations
that create sustainable value. This effort was
enriched by interviews with international experts
with different backgrounds, and often different
ideolog ies. What united these voices was a shared
observation : the interdependencies between impact
and financial performance are measurable and
material . What once appeared abstract s
progressively showing up in short-term risks and
opportunities . This marks a new phase in which
value creation is grounded in both impact and
business resilience . This is our contribution to that
shift: a vision of how sustainable value creation can
move from concept to management practice .
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VALUE BALANCING PLAYBOOK
EXECUTIVE SUMMARY

VALUE BALANCING emerges when financial and impact performance are captured
and measured coherently, providing an integrated view of how organizations generate
prosperity within planetary and societal boundaries .

SUSTAINABLE VALUE CREATION is a perspective in which business models are
designed to create sustained value for the organization and for society at the same
time, positioning businesses as active shapers of systems that enable financial
resiliency and shared prosperity .

The VALUE BALANCING PLAYBOOK translates these principles into action by

streamlining existing standards and best practices into a single, coherent approach
that enables leaders to embed value balancing into strategic decision -making .

FINANCIAL
MATERIALITY

value
balancing
playbook

IMPACT
MATERIALITY




KEY MESSAGES OF THE VALUE

EXECUTIVE SUMMARY BALANCING PLAYBOOK

VALUE BALANCING: A BUSINESS FUNDAMENTAL

Business leaders now face complex trade -offs arising from the growing interdependence

between value created for society and value realized by the business. Ecosystem collapse ,
social tensions, regulatory shifts, and technological disruption are no longer peripheral
concerns ; they directly influence enterprise value, risk exposure, and strategic positioning .
As a result, decision -making is becoming more complex . Actions that strengthen long -
term resilience often entail short-term costs, uncertain payoffs, or delayed financial
recognition . In this environment, traditional financial metrics provide an incomplete and
increasingly risky basis for assessing performance

FINANCIAL PERFORMANCE AND IMPACT ARE INCREASINGLY
INTERCONNECTED

Value created for society and value created for the business influence each other in
multiple ways. Social and environmental impacts that appear external today often
translate into future financial risks, regulatory costs, or stranded assets, while positive
contributions can unlock new markets, drive innovation, strengthen trust, attract talent,
and improve access to capital. As a result, societal value creation and destruction
increasingly feed back into corporate performance, and over time business success and
impact converge . Although the pace of internalization varies across sectors, geographies
and topics , driven by investor pressure, regulation, and market forces, the direction is clear:
internalization is underway .

VALUE CREATION REQUIRES A SHIFT IN HOW PERFORMANCE IS
MEASUREDAND MANAGED

At its core, value balancing is about allocating capital with a long-term perspective,
anticipating risks and prioritizing opportunities rather than reacting to crises, and
maintaining legitimacy and a license to operate, without which financial performance
cannot be sustained and market needs cannot be met.

FROMTHEORY TO EXECUTION IN COREBUSINESS PROCESSES

Leading companies are already demonstrating that sustainable value creation is
achievable when core business processes, including strategy, capital allocation, product
development, supply chains, and governance , are transformed . At the same time, the
transition is becoming more challenging as many quick wins are exhausted, market
rewards remain imperfect, and short-term performance pressures persist. With disruption
accelerating and the cost of inaction becoming increasingly visible, forward -looking
leaders are seeking ways to ensure that long-term value considerations meaningfully
inform U t n gd&disiops .

VALUATION IS THE BRIDGE BETWEEN IMPACT AND FINANCIAL
PERFORMANCE

A central challenge for leaders is that financial and impact performance are often
expressed in different languages, while business decisions increasingly involve complex
trade -offs between short-term costs and long-term resilience, financial returns and
societal outcomes, competing stakeholder expectations, and uncertain future pricing of
risks. By translating impacts, dependencies, risks, and opportunities into comparable
metrics, valuation creates a common language across finance, strategy, and operating
teams. It also supports objective prioritization, strengthens capital allocation and transition
planning, and reduces uncertainty , providing decision -useful objectivity that allows
leaders to act earlier and with greater confidence .

A  MANAGEMENT BLUEPRINT TO STRENGTHEN LONG-TERM
RESILIENCE

Value balancing offers a structured approach to integrating financial performance and
impact into strategy, decision-making, and performance management . By enabling
leaders to systematically assess trade -offs, it improves decision quality and supports the
steering of organizations toward sustainable and resilient long -term value creation .

THE VALUE BALANCING PLAYBOOK
A PLAYBOOK TO NAVIGATE EXISTING STANDARDS BUILT ON REAL-
WORLD BEST PRACTICES

The Value Balancing Playbook is built on real-world practitioner experience and existing
frameworks, guidance and standards . It does not seek to replace the extensive body of
existing guidance . Rather, it brings together and connects relevant standards and
frameworks into a single, coherent management approach through one integrated
structure, support ing business leaders and their teams in addressing diverse strategic,
financial, and sustainability expectations more efficiently and consistently . Its foundations
draw on insights from more than 200 sources, including the Capitals : t g C (i Intedreffed Lj
Decision-Making Framework, |IFRS standards, academic research, and sustainability and
strategy guidelines, as well as on the knowledge of practitioners and international experts .
Its contribution lies in integrating these elements into a single process, grounded in the
practical experience and best practices of multinational corporates, financial institutions,
and leading knowledge partners within the Value Balancing Alliance network .



A PLAYBOOK FOR INTEGRATING
FINANCIAL AND IMPACT
PERFORMANCE

EXECUTIVE SUMMARY

THE VALUE BALANCING PLAYBOOK

Rather than aiming to be exhaustive or prescriptive, the Value Balancing Playbook sets out
a disciplined sequence to guide decision-making toward long-term value creation . Its
purpose is to clarify the essential strategic steps while directing readers to the most
relevant standards and references for deeper exploration of each topic . The journey from
intent to execution is structured yet adaptable, reflecting each t | t § F @ E putpéise, F 6 Lj

The Value Balancing Playbook provides a management system for sustainable value
creation, integrating financial performance and impact across the full business cycle.
Companies that follow this process steer toward resilient long-term value creation by
considering value created for the business and for society simultaneously . This allows
leaders to make clearer trade -offs, focus resources on what matters most, and anchor

strategic decisions in long -term value drivers, even under conditions of uncertainty .

The playbook builds on well -established approaches to business strategy, transition
planning, risk and opportunity assessment, and impact accounting, ensuring alignment
with existing standards rather than adding another layer of complexity . It also reflects the
practical experience of leading multinational companies within the Value Balancing
Alliance, complemented by insights from recognized international experts . The result is a
playbook aimed at both senior leaders and practitioners grounded in real-world decision -
making .

context, and level of maturity . Taken together, these elements create a coherent
management system that embeds sustainable value creation into everyday decisions .

THE VALUE BALANCING PLAYBOOK
A STEP-BY-STEP MANAGEMENT PROCESS

The process starts with the definition of a sustainable value creation purpose that aligns
societal contribution with strategic direction . A strategic assessment then provides a

holistic diagnosis of the t | t ¢ F @ E cunietitt afcbfifure positioning, integrating impacts,
risks, opportunities, and financial implications to identify and prioritize the value drivers
that matter most for both society and the business. Building on these key value drivers, the
playbook supports the translation of priorities into ambition, objectives, and strategic
initiatives, which are evaluated and prioritized based on their contribution to long-term
value creation. These choices are embedded into roadmaps, business planning, and
execution processes, ensuring alignment with capital allocation, operational planning, and
performance management . Integrated controlling , continuous review, and transparent
communication close the loop, allowing organizations to adapt as conditions change . Two
transversal perspectives apply throughout the process. The first is integrated thinking,
ensuring that value created for the business and value created for societyv and its
implications for long-term business performance v are considered and measured

CORE ELEMENTS OFVALUE CREATION

ASSESSMENT &
AMBITION

STRATEGIC
ROADMAP

VISION & MISSION

IMPLEMENTATION

DEFINE A
SUSTAINABLE VALUE
CREATION PURPOSE

BUSINESS PLANNING &
EXECUTION OF
ACTIONS

STRATEGIC
ASSESSMENT

IDENTIFY STRATEGIC
INITIATIVES

ALIGN SUSTAINABLE
IDENTIFY & PRIORITIZE ~ EVALUATE AND EMBED INTODATA : : : ;
\ég’la%hégl/lTT:STRATEGY VALUE DRIVERS PRIORITIZEINITIATIVES  AND DECISION-MAKING coherently . The second is a multi -stakeholder perspective, ensuring that the process both

influences and is informed by leadership and operational teams, while explicitly

INTEGRATED incorporating external stakeholder perspectives .
CONTROLLING &

CONTINUOUS REVIEW

DEFINE AMBITION &
OBJECTIVES

SET ROADMAP
TARGETS
The Value Balancing Playbook presents a management system that embeds sustainable

value creation into how organizations define strategy, allocate resources, set targets, and
execute decisions. It recognizes that long-term business performance increasingly
depends on how effectively companies manage the interdependencies between value
created for society and value realized by the business. It supports leaders in navigating
tensions between short-term performance and long-term resilience, financial returns and
societal outcomes, and competing strategic priorities under uncertainty . In doing so, it
moves sustainable value creation from aspiration into the core of management practice ,
strengthening strategic decision quality and enabling organizations to deliver resilient
long -term value in a changing environment .
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FUNCTIONAL (INTERNAL, BOTTOM-UP)
STAKEHOLDER(EXTERNAL)
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INTEGRATING FINANCIAL
PERFORMANCE AND IMPACT IN
STRATEGIC DECISIONMAKING

EXECUTIVE SUMMARY

STRATEGIC QUESTIONS FOR BUSINESS LEADERS
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]
’_
=
|
=
(]
(%]
L
(]
0
<

INTEGRATED

IMPLEMENTATION

AMBITION

THINKING

x
L
o)
—l
o
I
]
X
<
=
n

DEFINE A SUSTAINABLE VALUE
CREATION PURPOSE

ALIGN SUSTAINABLE VISION
WITH CORPORATESTRATEGY

STRATEGIC ASSESSMENT

IDENTIFY & PRIORITIZE VALUE
DRIVERS

DEFINE AMBITION &
OBJECTIVES

REDEFINEINTERNAL
GOVERNANCE

IDENTIFY STRATEGIC

SET ROADMAP TARGETS

BUSINESS PLANNING &
EXECUTION OF ACTIONS

EMBED INTO DATA AND
DECISION-MAKING

INTEGRATED CONTROLLING &
CONTINUOUS REVIEW

DISCLOSURE &
COMMUNICATION

VALUE-TO-SOCIETY
(IMPACT MATERIALITY, IMPACT ASSESSMENT)

VALUE-TO-BUSINESS
(FINANCIAL MATERIALITY, RISK &
OPPORTUNITY ASSESSMENT)

EXECUTIVE PERSPECTIVE
(INTERNAL, TORDOWN)

FUNCTIONAL PERSPECTIVE
(INTERNAL, BOTTOM-UP)

STAKEHOLDER PERSPECTIVE
(EXTERNAL)

What role should our company play in creating  sustained value for both the
business and society, and why is that role strategically relevant?

Why/ Where does our stated ambition not yet show up in our strategy
choices?

What structural trends, constraints, impacts and dependencies will most
influence our ability to create value over the next decade?
Which value drivers matter most when business and societal effects are
considered together?

What level of ambition is required to remain competitive and resilient under
future conditions?

How should accountability , incentives, and decision processes evolve to
support sustainable value creation?

Which strategic initiatives best address our most critical value drivers?

How can we translate long -term ambition into credible, decision -relevant
milestones?

How are our priorities reflected in annual plans, budgets, and operational
decisions?

What d ata is needed to make trade -offs explicit and comparable across
business and societal dimensions for short - and long -term thinking ?

How do we monitor performance, progress against targets and adapt
strategy as conditions, risks, and assumptions change?

How do we credibly explain our value creation logic to investors, regulators,
and other stakeholders?

Which impacts are most material to our ~ sustained success and license to
operate?

Which main risks and opportunities shape our financial perspectives,
profile and growth opportunities?

How does leadership set direction, signal priorities, and unlock resources for
sustainable value creation?

How do different functions translate value creation priorities into concrete
actions and decisions?

How do external stakeholders influence and get influenced by our value
creation strategy?

our risk

ECOSYSTEMPUSH
THE ROLE OF REGULATORS,INVESTORSAND MARKETS

Sustainable value creation is increasingly shaped by forces beyond the firm. What
companies do internally to manage value creation must now connect coherently to how
they are assessed by regulators, investors, and markets . External stakeholders are moving
past generic commitments and asking concrete questions about how societal and
environmental factors affect long-term financial performance, resilience, and transition
pathways . Thus, long-term financial performance is shaped not only by the direct effects
of environmental and social factors on al- 85 ¢ fopecatigns, assets, and value chainsv
such as physical climate risks, resource constraints, or workforce disruption v but also by
how these factors are mediated through regulation, investors, and markets . As financial
and sustainability reporting converge, the ability to credibly link impacts to enterprise
valuev and to reflect them in strategic and capital allocation decisionsv is becoming a
source of competitive differentiation rather than a communication exercise .

SR INITIATIVES
as o v N _ _ : . . .

== EVALUATE AND PRIORITIZE How do we compare |r_1|l|at|_ves and pal_ancg value c_reatl_on when financial At the same time, S|gna|s from regu|at|on’ markets, and investors remain uneven, creating
Eg TSRS retumns, risks, and societal impacts point in different directions? short-term tensions for companies making long-term investments . This reinforces the
() (o= need for systems thinking. Regulatory frameworks are progressively internalizing

externalities through pricing, standards, and trade rules, making free-riding harder to
sustain. Markets are adjusting rationally as supply, demand, and cost structures evolve,
rewarding business models that adapt and innovate while pushing others out of
equilibrium . Investors, in turn, are reallocating capital based on risk-adjusted returns,
resilience, and exposure to long-term structural risks. Together, these forces suggest that
sustainable value creation is moving from a compliance -driven activity toward a core
element of business strategy v not by mandate alone, but through the interaction of
regulation, markets, and capital . Whether this transition accelerates will depend on how
effectively companies anticipate these dynamics and embed integrated value thinking into
decision -making today .

WHAT THIS MEANS FORLEADERS STRATEGY IN A CHANGING SYSTEM

The question for leaders is no longer whether these dynamics will shape business
outcomes, but how they will respond. As internalization accelerates and external
expectations evolve, the ability to integrate value to business and value to society into
core decision -making will increasingly distinguish resilient organizations from those
exposed to strategic drift. The Value Balancing Playbook is intended as a practical
reference for leaders navigating this transition v not as an endpoint, but as a starting point
for informed action. The choices made today will shape not only short-term performance,
but the strategic relevance and viability of businesses in the decade ahead.
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Businesses operate in a context marked by the trespassing of
environmental tipping points and societal challenges. As WWF
warns, a ¢ L § U g Lju7B% detlidel-in the average size of global
wildlife populations in just 50 years reveals a system in perila?

SYSTEMS IN
PERIL

Our global systems are in peril. The Earth cannot
keep up with the demand our economy is placing
on its ecological assets, according to a report by
WWF2. An increasing number of environmental
tipping  points and breaches in social

foundations  could destabilize Gg | U Ufé-Lj

support systems and weaken societal resilience,
causing irreversible damage to human well-
being if current trajectories persist?3. According
to the Intergovernmental Science-Policy
Platform on Biodiversity and Ecosystem Services
(IPBES),the underlying causes of this decline lie
in economic systems prioritizing short-term
individual and material gains, disconnect from
and domination over nature and people, and
rising inequality®. These factors create the
conditions for direct pressures on natural and
social capital, which in turn accelerate system
breakdown . The Global Risks Report underscores
this trend: in the next two vyears, the most
pressing threats are geoeconomic confrontation,

ECONOMIC IMBALANCE WITH
NATURE AND SOCIETY

misinformation and disinformation, polarization
and extreme weather events, while over the
coming decade, environmental risks dominate v
ie, extreme weather, critical earth system
changes, and biodiversity loss leading to
ecosystem collapse 8. These risks are rooted in
ecological and social imbalances. Human
progress has long been accompanied by a
growing ecological footprint7. Against this
backdrop, calls are intensifying for governments,
businesses, and financial institutions to align
policies and strategies with climate, nature, and
societal goals to preserve long-term resilience 8.
However, existing commitments and pledges
have so far proven insufficient, as public® and
private 1 commitments remain misaligned with
the Paris t | O O 9 @F @ goal and other social
and environmental targets. This gap between
ambition and implementation highlights the need
for decision-useful frameworks that translate
long -term outcomes into value-based choices.

FIGURE 1: CURRENT GLOBAL STATUS OF SHORTFALL AND OVERSHOOT IN THE
DOUGHNUT OF SOCIAL AND PLANETARY BOUNDARIES

Climate
change

gcological Ceiling

oo foundag,

Note : Graph extracted from Fanning and Raworth (2025)*

AWWF (2024)

3International Integrated Reporting Council (IIRC)and EY (2013
“Stockholm Resilience Center (2025)and Fanning and Raworth (2025)
5|PBES(2025)

SWorld Economic Forum (2026)

"WBCSD (2021)

8Global Commons (2024)

SUNEP. (2023)

19Glasgow Financial Alliance for Net Zero (2023)
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THERE IS A CALL FOR SYSTEMS
CHANGE AND THE TIME FOR
ACTION IS NOW

THE WHOLE ECONOMY IS
AFFECTED AND THE FINANCING
GAP ISVAST

Most economic activities are deeply dependent on,
and have significant impacts on, nature. According
to IPBES, around 55% of global GDP comes from
sectors that are moderately to highly dependent
on natural systems, while global externalities
represent roughly 10%of total GDP®.

Harvard Business School highlights that insurance
will play a crucial role in the changing economy,
given the massive insurance gap of $8&10 trillion %
Combined with the $19 trillion investment

ECONOMIC DEPENDENCY

IPBES

58in

Global GDP generated
by sectors moderately to
highly dependent on

nature

INVESTMENT AND INSURANCE GAP

BCG

190

Investment commit ted
to align with net -zero
goals by 2030

FIGURES IN CONTEXT

IPBES

1.43.3n

Global direct subsidies
to sectors most
| OLjst FLiGI COYTH
decline

5IPBES(2025)
1Harvard Business School (2024)
1BCG (2024)via Financial Times and Howden

55

Percentage of GDP
associated with
moderately to highly
nature dependent
sectors

50%

Weight of the 19tn with
respect to the amount
needed for alignment
with net zero goals in

2030.

0.6-0.8m

Global biodiver sity
financing gap per year !
until 2030 funding

commitment for net-zero goals by 2030 v
estimated by BCG to meet only half of actual
needsv these figures illustrate the scale of
sustainability investments required in the coming
years'2

The economic shifts driven by this transition may be
even larger when considering the imbalance
between subsidies supporting environmentally
harmful sectors and the persistent biodiversity
investment gap, as well as the social dimension .

10. fn

Externalities of sectors
most responsible for
Fgull O6LjYynOLCGFO

HB

8¢ 10n

Insurance coverage
needed to support
com mitted investment in
climate transition by 2030

0.15s

Global biodiver sity

All figures are in US dollars (USD). Sources in the footnote.

This is the decisive decade for transformative
change. The IPBES Transformative Change
Assessment emphasizes that only deep,
systemic shifts can halt the decline of nature
and secure long-term human well -being .
Incremental adjustments are no longer enough:
current patterns of production, consumption, and
governance continue to erode ecosystems and
destabilize the foundations of our economies.
The report calls for coordinated action to
regenerate nature, reform governance systems,
and align economic activity with the 5 Cg F
ecological boundaries (see Figure 2), and gives a
time-frame for 70% of the initiatives of 1 to 10
years®. The IPBESreflection applies to the social
dimension as well, as illustrated by frameworks
such as Doughnut Economics?® and recent multi-
stakeholder Sustainable Social Value
movements 24215 that convene  enterprises,
academia, and policymakers to advance
systemic approaches, such as the S-Summit in

the Chinese technology ecosystem 22 Success is
increasingly being redefined as achieving
equilibrium  within  planetary  limits  while
addressing urgent social challenges such as
inequality, access, and inclusion. This vision
resonates with Lionel @t I' I &lgskical definition
of economics as the study of human behaviour
w ¢ Bj relationship between ends and scarce
means which have alternative U LjQ kgiher than
as something purely tied to the accumulation of
financial capital’®. The IPBES Transformative

O@harige Assessment calls for a rethinking of how
societies define and create prosperity through
governance that fosters regeneration, innovation
that enhances well-being, and institutions that
balance economic progress with planetary
boundaries. This shift requires broadening the
concept of value creation to integrate human,
social, and environmental capital alongside
financial capital'4, and considering that the time
for action is now 7.

FIGURE 2: STRATEGIES FOR TRANSFORMATIVE CHANGE, INTERGOVERNMENTAL
SCIENCEPOLICY PLATFORM ON BIODIVERSITY AND ECOSYSTEM SERVICES

(1.5 Advance integrated spatial planning

2.1 Regulate direct exploitation )

1.4 Shift towards regenerative systems
1.3 Base conservation on diverse values

(1.2 Enhance legal protection for biodiversity )

1.1 Conserve vital biocultural heritages

[1) conserve and regenerate:

places of value fo nature
and people
TCA 28%
5.5 Co-create knowledge
(5) Shift societal views and
5.4 Facilitate transformative learning values to recognize
human-nature
interconnecfodness
5.3 Change social norms TCA 31%
5.2 Shift cultural narratives

5.1 Promote nature connectedness

Relative frequency of occurrence of terms
associated with each strategy or action

0 25 50%

Note : Graph extracted from IPBES(2025)°
‘Fanning and Raworth (2025)

214CNR (2025)

215China Association for Public Companies (2025)

O ————
to be integrative, incusive,
accountable and adaptive

4.4 Strengthen leaming
through adaptive govemance

(2.2 Embed technology in transformative frameworks )

(2.4 Support civil society initiatives

[2) Drive systemic change
in the sectors most responsible
for biodiversity loss and
naiure’s deciine

TCA 30%

(3.1 Mainstream innovative economic tools

(" 3.2 support just uansmons\
(G I | to wel-being economies
systoms for nature
and caqu
=1 3.3 Transform financial systems
TCA 13%
3.4 Adopt new metrics of success )

TCA 10%

(a1 Promote integrated governance )

(5 S - ) 4.2 Engage in inclusive governance

4.3 Secure multi-lateral action

2L2Tencent (2025)
BFalgueras-Sorauren (2017)
14Capitals Coalition (2025)
"WBCSD (2021)



The system changes triggered by technological and social
innovation shaped by regulators, investors and market actors will
lead to a new playing field, and business will need to shift their
strategies to adapt to it.

SYSTEM CHANGE
MEANS BUSINESS
CHANGE

14

SUSTAINABLE INNOVATIONS
WILL DISRUPT OUR ECONOMY

Companies are the living organisms of Ljt L (i O iefAcéegy, and acceptance . With a new playing

economic system. As such, most strategies for
transformative change inevitably reshape the
business  environment,  whether through
conserving and regenerating nature, driving
systemic  innovation in how we operate,
managing the transition to a well-being
economy, or redefining social norms>.

Economic history shows that when paradigm
shifts  occur, disruption  unfolds  quickly.
Innovations that deliver higher-quality products
at lower costs trigger w9 @8ahg n G Ljl  sSuhétt
can transform entire markets within a decade
(see Figure 3).

Even slight incremental improvements v such as
those seen in sustainability -related energy and
transportation technologies v can reshape
industries through virtuous cycles of scale,

field defined by regulators, investors, and market
dynamicsv pressures emerging from both the
demand side (eg. conscious consumption) and
the supply side (eg., Lt &5 O inribvatiobj &nd
sustainability investments)v businesses  are
already adapting their strategies to avoid being
penalized by the market and take advantage of
new opportunities with the aim to remain
competitive 15,

Under this new context, sustainable innovations
Fwilljt disrupt our economy 16212 py taking
advantage of competitive cost advantages or
providing higher environmental or societal value
through their products . Businesses will stand at
the center of this transformation v some leading
its momentum, others being reshaped by itV
but almost none will remain untouched .

FIGURE 3: PAST AND POTENTIALX-DISRUPTIONS CAUSED BY COST REDUCTIONS
AND/OR QUALITY ENHANCEMENTS LEADING TO INCREASED VALUECREATION

Horses (1900)
Soap (1945)

Animal Derived Insulin (1980)
Non-GMO Corn (1995)

Film cameras (2004)

Video rental (2005)
Non-renewable electricity (2020)
Combustion vehicles (2020)

Share of uses/Units sold/Revenues

Cars (1930)
Detergent (1960)
Human -derived insulin (1995)
GMO corn (2010)

Digital cameras (2009)

Video streaming (2020)
Solar PV (2035)

Electric vehicles (2035)

Note : Graph inspired by RethinkX (2025)!5and Elkington (2025)6.
5IPBES(2025)
15Seba et. al (2025)

Year

16E|kington (2025)
2L2Tencent (2025)
17Reid (2024)
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In the current context, marked by geopolitical tension and economic instability, the
corporate sustainability agenda is at a crossroads, but the long-term commitments
remain unchanged and the effects of the environmental and social imbalance of our
ecosystem are shifting their nature from a long- to a short-term perspective . This is not
necessarily signalling a complete stop in corporate action, but an evolution in the current
wave that lead to a more pragmatic and action-focused environment for value creation .

THE AGENDA IS
EVOLVING, BUT
NOT STOPPING

John Elkington identifies three distinct "pressure waves" that have fundamentally shifted
the corporate sustainability landscape . The First Wave, peaking in the late 1960s, was
driven by social activism, which acted as an early warning system that forced the birth of
environmental regulation and a "compliance” mindset . The Second Wave emerged in the
late 1980s as sustainability entered the market economy, characterized by "green"
competition and the realization that eco-efficiency could drive business value. The Third
Wave, beginning at the turn of the century, was fuelled by anti-globalization movements
and international summits, shifting the focus toward global governance and embedding
sustainability into corporate decision -making .

For the 21st century, the anchoring point was 2015, with the Paris agreement and the
adoption of the SDGs adoption . Now, value creation has become directly relevant to
business because of its clear connection to financial performance . Three major waves can
be distinguished : the first, which we are currently experiencing, is characterized by
commitment setting and transition planning ; the second will determine whether those
transitions are effectively implemented ; and the third will bring either equilibrium and
stabilization if commitments are fulfilled, or imbalance and correction if the transition fails
to materialize asintended .

Sustainability has reached a critical turning point.
The tension between short-term pressures and
long-term imperatives is growing sharper,
challenging organizations to balance immediate
competitiveness with enduring resilience. With
geopolitical uncertainty shifting  investor
expectations and creating economic headwinds,
many  companies are  refocusing their
sustainability efforts on short-term value creation
within  their business models 202%, Corporate
perceptions reflect this crossroads: 95% of
experts agree the current approach needs radical
revision, 70% perceive growing backlash,
especially in regions such as the US, and half of
the experts are dissatisfied with the progress to
date?2 That may be linked to regulation s focused
on compliance  efforts  without strategic
implications, and investments in ESG marketing -
first actions with no real business changes?3. This
shows that the business model transition is
something more than empty claims. According to

SUSTAINABILITY AT A
CROSSROADS

Bain, 98% of programmes U § dzOgeftiieved the
expectations that were set, with lack of
investment and competing priorities signalled as
the largest barriers?*. However, the organizations
that have analyzed corporate progress are clear:
action has not stopped 25. While 16% percent of
corporates have indeed slowed down their
efforts, the rest are maintaining or increasing their
ambitionsv as it is the case for the 37% of
companies 6. G F t (idata khow results opposed
to Bain, with 99% of programmes being
considered at least slightly successful by the
experts 7. PwC signals that in 2024 the number of
companies with decarbonization targets
increased around 20% and that those that had set
ambitious targets tended to be on track?6. This
momentum is also reflected in recent large-scale
initiatives emerging in countries such as China,
where enterprises are institutionalizing social
value creation through coordinated action across
business, academia, and policy platforms 212215,

FIGURE 4THE 20™ AND 215T CENTURIES WAVES OF CORPORATE

SUSTAINABILITY

11l Wave
International
environment summits
(e.g., Kyoto Protocol)

1l Wave

Spread of market
economies
| Wave
Hippie movement,
§gAY " oQVYnlul GFEY: t CnV
War

VI Wave

Post-transition:
stabilization and
continuous
V Wave improvement
From commitments,
marketing and
compliance to
v Wave business transition
Paris Agreement &
SDG launch, net-zero
commitments and
compliance
N

ven if there are short -term pressures, we should not
forget the long -term as a window for opportunity. We
need to connect both perspectives for success. o

Note : Graph inspired by SustainAbility & UNEP via JEIkington (20048

and Economists Without Borders (2025)1
2OMorningstars & Sustainalytics (2025)
2lFinancial Times (2024)

22GlobeScan (2025)

23 ondon Business School (2025)

VBA member company

24Bain (2024)

2Value Balancing Alliance (2025)

26pwC (2025)

2TEngie (2024)

212Tencent (2025), 23Tsinghua University (2025), 2*4CNR (2025), 2*China
Association of Public Companies (2025)



SUSTAINABLE VALUE CREATION IS NO LONGER
A CHOICE: IT CANNOT BE SEPARATED FROM
THE CORE BUSINESS ANYMORE

Externalities have become financially material for
all businesses, not just impact-driven investors.
When companies act against social expectations,
they face growing pressure from stakeholders,
regulators, and competitors , forcing innovation and
change ?8. These are the same structural shifts that
the WBCSD highlights as reshaping the future of
business through internalization”. Corporate leaders
are aware of this, as according to Bain, strong
leadership is the single biggest factor behind
successful sustainability programs, and 93% of
CEOs now see sustainability as essential for their
Lt O35 ¢ Bukdess?.

If greenhouse gas impacts were fully priced at their
externality value, around 34% of global operating
profits would disappear, and one in ten profitable
companies would fall into loss?°. Even today, 20%
externalities are internalized, cutting roughly 7%
from the average L+ &35 ¢ Fvarkdtj value®. This

makes value creation for all stakeholders not just
the right thing to do, but a financial necessity .

The market is already factoring in these risks, and
this will only accelerate as investors, regulators,
and consumers increasingly link the value
proposition  of  corporates  with
Companies that succeed will be those that play
both defensivev managing risksv and offensive v
seizing opportunities through innovation, circular

business models, and low-carbon technologies 33.

The next decade will clearly separate winners from
losers based on their ability to align profit with
purpose 34 Those that integrate sustainability,
resilience, and regeneration into their strategy will
not just outperform competitors , they will redefine
their industries. Meanwhile, business -as-usual
strategies are fast becoming value destroyers ,
leaving companies that fail to adapt at risk of being
overtaken, regulated out, or left behind.

FIGURE 5: EXTERNAL FACTORS ENABLING THE BUSINESS TRANSFORMATION

According to the VBA and Deloitte, the

w: Ug F tinOdlinate policies,

impact 332,

Analyses highlight that the biggest value unlock
linked to corporate sustainability is yet to come,
and that it will be produced through revenue
growth from new products and markets, cost
efficiencies, reduced regulatory and litigation
risks, productivity gains, and better capital
allocation .

Expert surveys identify subsidies, carbon pricing
and impact-linked finance as key levers for the
internalization of externalities in corporate and
investor decision-making, which is
complemented with ongoing corporate initiatives
such as technology investments, sustainability -
linked remuneration and the commercialization
of better products and services?2 Offensive
strategies aim to take advantage of the new
context and generate new revenue through
green products, low-carbon services, and
circular business models, while defensive

AK_6@BGY WYD e

THE GREATEST VALUE UNLOCK IS
YET TO COME

strategies focus on protecting existing value by
reducing risks, improving resilience, and lowering
costs. In practice, the right balance will depend
on each Lt 85 ¢g Fdeddrj and competitive
context 4°. Market projections show the scale of
the wdzg GLQU § eEPdrtunity . PWC estimates
that, by 2030, over one-third of corporate
revenue could be linked to the climate transition,
with sectors such as automotive, construction,
chemicals, and agri-food expecting transition
revenue exposure to rise by more than 40% as
investment grows in electric vehicles, low-
carbon cement, green chemistry, regenerative
agriculture, and circular packaging 6.

The interaction between offense and defence
strategies, sectoral revenue shifts, and policy
developments suggests that a substantial
portion of value linked to the long-term
transition remains to be unlocked .

~8GY i YaEXPRESSEDAS PERGENTAGE CHANGE

IN EBIDTA WITH RESPECT TO CURRENT BASELINE OTHER RELATED METRICS

POLICY & current carbon taxes and EU ETS market _ '
prices are internalizing 35% of the GHG new technologies and growing
REGULATION emissions impact, and the rate is expected to physical risks will prompt 0 20_ 50% 15— 25% 4_ 25%
grow until 100% during t he next 25 years3L 5- 20 /0
reassessments of the values of Range of value at stake Range;f valule :t ;take Rangedof valule :t ;take
: ! : 4 ; industry linked t industry linked t
_ ) virtually every financial asset. S e per industry linked to e =
Most investors (>50%) implement Firms that align their business percentage change in EBIDTA " new p“’d”fjtsla"d, . premiums on existing regulatory and
FINANCE & sustainability activities, according to UN PRI. o with respect to current re:s'e"cﬁg g:;’er:llsvg:t‘e products with respect reputational risks with
From 2026 onwards, a climate factor will be models to the transition to a net baseline P i to overall value at respectto overall value
INVESTMENT embedded in the Eurosystem Collateral zero world will be rewarded stake at stake

Framework by the ECB3.

handsomely . Those that fail to
adapt will cease to exist. The

Gn OC 9 gR®HBrand Trust report 36 found
64% of respondents buy, choose, or avoid
INDIVIDUALS & brands based on their beliefs about what is
CONSUMPTION going on in society. According to WWF 37,
there was a 71% demand increase for
sustainable goods .

longer meaningful adjustment
is delayed, the greater the
disruption will be I

>65%

Technology & R&D,
Sustainability -linked
compensation and
better products are the
actions with most
potential according to

-18%
Average 2030 EBIDA loss
from changes in market
share and increase d legal,

regulatory, and

40%

Revenue growth
associated with the
climate transition in All

high intensity sectors transition

Current average revenue
associated with the climate

Remarks giv_en _during the UN
Thek ©5 Ol G g CV: | Camdie@ioet F h SFoEeiy _ OF O Qligatel jAction

INNOVATION &  potentially disruptive technologies ~ capable of | Summit 2019 rezg?stfmnzlr?:gjﬂ';the >65% of experts
TECHNOLOGY significant social, economic or political Mark Carney, Governor of the Bank
upheaval from 2018 shows significant of England 3°
acceleration in less than a decade .
Note : Graph inspired by WBCSD (2021) and other cited sources 33verdin and Tackx (2015 Note: Graph inspired by McKinsey (2024Y°, PwC (2025¢° and  26PwC (2025)
28Freiberg, Rogers and Serafeim (2019) 3McKinsey (2021) GlobeScan (2025)% “OMcKinsey (2024)
24Bain (2024) 3SECB(2025) 22GlobeScan, ERM Sustainability Institute, and Volans (2025)
2%Ecomap (2025) 3%Edelman (2026)
Effectual (2025) 3T WWF (2021)
18 31VBA and Deloitte (2025), 3?Kreab Worldwide (2023) 38mperial College London (2018) 19
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Transforming traditional businesses toward regenerati ve models is
the primary objective set by corporate leaders and international
institutions . While quick wins can provide early momentum, the real
challenge lies in addressing the underlying structural barriers that
determine lasting change .

THE JOURNEY
TOWARD
REGENERATIVE
VALUE CREATION

Institutional reports consistently emphasize the

as U Ljl g @ivard regenerative  business
models v those that maintain and restore Earth
systems within planetary boundaries, while
creating shared economic, environmental, and
social value’ (see Figure 7).

The direction is clear; what remains in question is
not whether to act, but how fast and through
which roadmap 42 In practice, most companies
generate negative or neutral impacts on nature
and achieving full nature positivity across all
sectors remains an ambitious goal. Yet, taking
decisions that are nature positive relative to the
current baseline represents meaningful progress.
Even when the overall footprint remains
negative, actions such as reducing resource use,
rehabilitating ~ degraded environments, or
financing  nature-based solutions generate
sustainable value compared to inaction.

FROM BUSINESS AS USUAL TO
REGENERATIVE BUSINESS MODELS

Moving toward !l OLjuand O Ot OF Ol g u Oi
need for companies to move beyond w!l U Lj( F @bjgdtjves requires addressing damage, ensuring

quality control, and delivering positive nature
contributions . Insetting, for instance, advocates
for companies to directly invest within their own
value chains, fostering tangible collaboration and
shared accountability for impact, but other
approaches relying on positive contributions led
by third-parties also exist. This shift raises a
fundamental question: should  companies
become environmental stewards through direct
operational action, or should they enable
regeneration through system-level mechanisms
such as insetting and carbon finance?

Ultimately, as highlighted by the WBCSD, the
transition to regeneration is not about sustaining
the status quo but rethinking the role of business
in societyv contributing to a vision where nine
billion people can live well within planetary
boundaries .

FIGURE7: THE PATHWAY TOWARD REGENERATION

RESPONSIBLE

Aincorporating CSR principles
ASeeking to reduce negative
impacts

AComplying with regulations
BUSINESSIAS AAiming for ISO standards
USUAL AA CSR department with

AFocused on maximum profit limited powers
generation
AAdapting sustainability efforts
to a traditional capitalist
economy
ACompliance with legal
requirements

Note : Graph adapted from Convention des Enterprises pour le Climat
(2022/1

"WBCSD (2021)

“2Convention des Enterprises pour le Climat (2022)

REGENERATIVE

ANet positive and holistic
positive contributions

AReparing, restoring and
regenerating the living world
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living world, nature positive

ATransformation of the
business model

AGrowth is no longer a goal in
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lens of shared prosperity
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A RENAISSANCE
FOR VALUE
CREATION

The landscape suggests the corporate environment is entering a
BOOF ¢ U Ljajrgldith ©fdthe strategic focus on sustainable value
creation . This phase marks a return to the principles of integrated
value, but with alevel of maturity previously out of reach.

The era of reporting and regulation forced the development of
sophisticated data systems and expanded the scope of corporates
taking action. Now, balancing value for business and society is seen
once again as mutually reinforcing, but with a more mature
corporate ecosystem . The challenge ahead is to consolidate this
momentum, ensuring that stakeholder value remains a core driver of
long-term competitiveness by turning this ambition into measurable
performance .

Corporate engagement with sustainability has
evolved over the years. Early initiatives were
primarily philanthropic, focused on corporate
giving and community programs. This was
followed by the rise of Corporate Social
Responsibility, emphasizing accountability and
reputation . In the 2010s, the concept of Creating
Shared Value, introduced by Porter and Kramer,
reframed sustainability as a business opportunity
that aligns social and economic goals“3. After a
period of regulatory expansion that broadened
the scope of corporate action but generated
mixed reactions to new requirements, recent
publications suggest that the integration of
sustainability and corporate strategy is re-
emerging .

As regulations simplify, those organizations
choosing to move ahead have now the intention
of positioning themselves strategically for long -
term value creation leadership , rather than

BALANCING BUSINESS AND
STAKEHOLDER VALUE CREATION

approaching  sustainability primarily as a
compliance or communication exercise. UN PRI
and 9 ¢ ( F ®ugtainable  Value  Creation
Framework , designed to show investors how
sustainability performance contributes to long-
term value, reflects this shift#4. Similar trends can
be observed in Big Fourd lgnalyses of value
creation potential 26183 recent academic
research*546, new books4” and in the growing
number of corporate reports on sustainable value
creation 48212215 Another notable development is
the integration of the Integrated Reporting
Framework and Integrated Thinking Principles
under the IFRS Foundation, reinforcing the
connection between sustainability, strategy, and
financial performance . As the IFRS Foundation
k @: :godg recently noted, dntegrated thinking
provides insight into board decision-making and
enhances the quality of capital allocation, risk
management, and disclosures d°.

FIGURE 8:THE ROLE OF BUSINESS IN SOCIETY. EVOLVING APPROACHES
Gd0 ©Ak©_YO02 @i GBsaYeckGC
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worthy social community societal needs investments actions that
causes standards and challenges focused, primarly delivers most
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Note : Graph inspired by Porter and Kramer (2013and 20133
“3porter and Kramer (2013and 2019

44UN PRIand Bain & Company (2025)

26PwC (2025)

“5Klaiber (2025)

“5Rotterdam School of Management, Erasmus University (2025)

mixed reactions business, and
due to perceived from purpose to
excessive implementation,
requirements by focusing on key
some players value drivers

47André Hoffman and Peter Vanham (2025)
“8Eisai(2025)

“49IFRSFoundation (2024)
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212Tencent (2025)

215China Association of Public Companies (2025)
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Sustainable value creation describes a perspective
business models are designed to create sustained value for the

company and for society at the same time 5L

SUSTAINABLE
VALUE CREATION

in which

Sustainable value creation recognizes that long-
term business success depends on the well-
being of the social, environmental, and economic
systems in which the organization operates and
relies on. Under this playbook, value creation is
not limited to short-term shareholder returns, but
encompasses the impacts on stakeholdersv
such as employees, customers, and the
environment v that ultimately safeguard financial
performance in the short- and long-term.

The idea of wdzg Citefiihas a long history in
corporate thinking. The Special Committee on
Financial Reporting (1997 already highlighted that
businesses should focus on the factors that
create  longer term  value, including non-
financial measures indicating how key business
processes are performing %2. Since then, the
understanding of value has expanded from a
narrow financial measure to a multidimensional
concept that integrates economic, social, and
ecological capital. Klaiber describes sustainable
value creation from the  environmental
perspective as maintaining or even regenerating
financial and natural capital in a profitable and
nature  positve way“. The International
Integrated Reporting Council and EY interpret

WHAT IS SUSTAINABLE
VALUE CREATION?

value creation as the outcome of alLt 85 g FA 6 Lj
ability to transform various forms of capitalv
financial, manufactured, intellectual, human,

social, and naturalv into outputs and outcomes

that strengthen both corporate performance and
stakeholder well -being3. Porter and | | g 801 0 Lj
concept of Creating Shared Value similarly
connects business competitiveness with societal
progress, proposing that companies can expand

the total pool of economic and social value rather

than pursuing one at the expense of the other 4353,

In parallel, the WBCSD promotes True Value
Creation, emphasizing that companies must
account for both positive and negative impacts to
understand their real contribution to society, and
business performance 7.

It is then necessary to distinguish between wdzg C i O
to I U Ljd F@2BLEnd wdzg Golildt L G QMBS i
showing that value balancing emerges when

both dimensions are jointly captured and
measured coherently to understand in an
integrated way how organizations generate
prosperity ~ within  planetary and  societal
boundaries . This thinking positions businesses as
active participants in shaping systems that
enable financial resilience and mutual benefit.

FINANCIAL
MATERIALITY

Note: Image elaborated by the Value Balancing Alliance inspired by
the yinyang concept .

510rtin Cérdoba and Christian Heller (2025)

52The AICPA Special Committee on Financial Reporting (1991
“45Kaiber (2025)

IMPACT
MATERIALITY

3IRC&EY (2013

“3porter and Kramer (2013and 2013
53porter (2016)

"WBCSD (2021)
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The concept of Value to Society describes how a Lt 85 g F A6 Lj
business model, including its entire value chain, affects societal

well -being directly through its operations or indirectly through
environmental and social changes®. It aligns with the notion of

impact materiality .

VALUE-TO-
SOCIETY

The impact statement primary objective is to transparently disclose
the impacts, both positive and negative, that an entity has on society
and the environment in a clear, comparable, and concise way similar
to financial statements . Impact accounting is the commonly applied
methodological concept to assess and contextualize the generated
impacts for the impact statement. Impact statements should be
linked to and presented alongside financial reports to form an
Integrated Profit & Loss (IP&L)view.

Value to Society extends beyond traditional

THE IMPACT MATERIALITY
PERSPECTIVE

a deeper assessment due to their specificity , but

financial reporting by assessing a Lt &35 g F AhéyLjremain important complements to a full

contribution to broader systems such as the
economy, the environment, and communities .
This aligns with the notion of impact materiality,
where issues are evaluated based on their real
effects on people and the planet, rather than
solely on short-term financial implications for the
company . Comprehensive societal value creation
measures result in an impact statement in
monetary terms. This enables companies to
benchmark performance across stakeholders
and capitals affected in a common comparable
language 5, track progress over time, and assess
results relative to peers or industry averages®S.
The impact statement considers the entire value
chain, including upstream and downstream
operations, and is based on the use of
standardized value factors. Some impacts, such
as industry -specific product impacts, may require

societal impact view (see Figure 9pP4%7
Companies often contextualize the impact
statement alongside indicators such as gross
value added (GVA) to understand their overall
societal contributions 8.

Impact accounting for value creation supports
multiple phases of corporate management on
its own, from strategy and target setting to
review, revision, and external reporting. In fact,
over 80 use cases have been identified across
departments %°. For internal steering, companies
may adapt the valuation methods to reflect their
unique context and data availability. For external
disclosure, comparability and normalization are
key, requiring common value factors to align with
emerging standards. Impact accounting can also
be a relevant tool to predict current and
anticipated financial effects 3-NOTE,

FIGURE 9: LONGTERM VISION OF IMPACT STATEMENTS: ILLUSTRATIVE EXAMPLE

Upstream Own operation Downstream
GHG Emissions -3,762 -1,486 -1,992
Air Pollution -1,182 -47 -602
Water Consumption -341 -19 -1,472
Water Pollution -903 -70 -917
Land Use and Conversion -1,322 -36 -6.027
Resource Use (Waste & Circularity) -616 -139 -271
Alien Invasive Species
Animal Welfare
HymanCapital [ | | |
Living Wage -5,698 0 -106
Occupational Health & Safety -5,131 -19 -5,059
Training & Skills Development 152 20 93
Labour Conditions & Culture -2,315 0 -2,438

Social Capital

Diversity, Equity and Inclusion

Indigenous Rights, Access to Land
Privacy & Data Security

Policy Influence & Lobby Activities
Purchasing practices & Supplier payments

Economic Capital

Tax

Community Investment & Philanthropy
Corruption & Bribery

Anticompetitive Practices

Impacts on Property

Economic Development

Industry -specific product impact

Note: Graph extracted from IFVI and VBA (20255 All figures are
expressed in million US dollars (USD)

510rtin Cérdoba and Heller (2025)

SSBarby et al (2021)

56Value Balancing Alliance (2025)

57Value Balancing Alliance (2024)

58\alue Balancing Alliance (2025)

59Vvalue Balancing Alliance (2025)

3\/alue Balancing Alliance and Deloitte (2025)

NOTEDefined as effects of sustainability -related risks and opportunities
onthe OF U (fitiaAofalljosition, financial performance and cash flows
over the short, medium and long term (IFRS,2025)%8.



Value to Business refers to how sustainability -related impacts, dependencies, and
external factors influence al t ©5 § Fidadcigl performance and enterprise value®. It is
conceptually aligned with the financial materiality .

VALUE-TO-
BUSINESS

When performing a Value to Business assessment, several attributes need to be
determined :

A the specific financial performance indicators (e.g. EBITDA, cash flow) or enterprise
value elements to be assessed, including performance and risk aspects such as cost

Value to Business focuses on financial
materiality v how changes in natural, social, and
human capital ultimately translate into a change
in enterprise value. Frameworks such as the
TNFD, TISFD, TCFD52-%4, IFRS°%6 |ISSB*, and the
Nature on the Balance Sheet Initiative”® have
positioned this concept as an outside -in
perspective .

V2B analysis incorporates the internalization of
direct impacts v how externalities, positive or
negative, become reflected in  financial
outcomes  through  market or regulatory
mechanisms. The ws t C Glguhdptinciple is a
well -known example of this process. However,
financial performance also depends on a
Lt ©5 g Fdpéndencies on natural, social, and
human capital’4, as well as on the actions of
others in its value chain. Shifts in these
dependencies can influence cash flows, cost
structures, risk profiles, and access to financing .

Sustainability-related issues can affect both
short- and long-term financial performance .
While new disclosure standards  provide
frameworks for reporting anticipated financial
effects, these impacts are often captured only to

THE FINANCIAL MATERIALITY
PERSPECTIVE

alimited extent or remain optional within the core
financial statements . Under prevailing accounting
rules, future risks and transition opportunities are
often relegated to narrative expectations rather
than being reflected in the financial accounts.
However, frameworks are evolving to include
these aspects on the balance sheet58:69,

Scenario-based assessments are essential to
explore uncertainty and to assess how
sustainability -related risks and opportunities may
influence future value creation beyond what is
reflected in statutory financial reporting . In fact,
some ESGrrelated investments yield measurable
financial returns™ within five to ten vyears,
although some have longer time horizons. These
investments typically generate early intangible
value such as enhanced trust, stakeholder
relationships, and organizational capabilities,
which can later translate into operational benefits
including improved productivity, innovation, and
efficiency 44. In this context, the cost of inaction is
increasingly recognized as a critical baseline for
comparison and to help avoid decision biases
with respect to unrealistic business-as-usual
scenarios %

FIGURE10: THE VALUE-TO-BUSINESS ASSESSMENT PROCESS
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61yalue Balancing Alliance (2025)

62TNFD (2024) $3TCFD (2018)%TISFD (Forthcoming)
5|FRS(2023), %6|ASB (2025)

§7IFRSFoundation (2025)

58|SSB(2025), 591SSB (2025)

78Capitals Coalition (2025) Capitals Coalition, Center for Global

Commons, The Landbanking Group and Systemiq (2025)

14Capitals Coalition (2025)

7Yanagi and Michels -Kim (2021)
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Valuation allows decision-makers to translate impact performa nce
into financial terms, helping them integrate environmental and social
metrics into strategic steering for long-term value creation .

VALUATION AS A
LIGHTHOUSE

As sustainability and transition risks increasingly
shape market dynamics, companies face
growing pressure to integrate environmental and
social ~considerations into core  business
decisions and entity valuation. In fact, the
International Valuation Standards Council (IVSC)
has issued guidance on how ESG factors should
be incorporated into valuation practices %75,
However, surveys of leading companies reveal
that internal valuations often rely on short-term
metrics, while more strategic long -term metrics
are rarely embedded in key decision-making
processes3. Research from the Rotterdam
School of  Economics reaches  similar
conclusions : current valuation ratios are not well -
suited to capture transition risks and
opportunities, and measuring externalities would
serve as a useful proxy for assessing these long-
term dynamics 4676,

One such complementary approach is to assign

STRATEGIC VALUE
METRICS

monetary values to metrics such as GHG
emissions, water consumption, or occupational
injuries to make impact performance decision-
relevant. There are multiple monetary values that
can be associated with a given impact topic,
including market-based prices (eg. current
carbon prices), anticipated policy prices (eg.
future carbon taxes), or estimates of societal
costs (eg. the social cost of carbon). Rather than
adopting a one-size-fits-all approach, different
monetary values may be more appropriate at
different management phases,  business
contexts, or organizational levels (see Figure 1J.
Using multiple values in parallel can provide a
more comprehensive view of long-term value
creation and transition exposure’. This
perspective does not aim to replace enterprise
valuation; rather, it supports transition planning,
capital allocation and risk management providing
comparable information in monetary units.

FIGURE11:PROJECTION OF AVERAGE CARBON PRICES UNDER DIFFERENT
VALUATION TECHNIQUES AND THEIR CONVERGENCE TO THESOCIAL COST (SCC)
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Note: Graph extracted from Value Balancing Alliance and Deloitte
(20253

72IVSC (2025)

3VSC (2024)

4VSC(2021)
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5ASA et al (2025)

“6Rotterdam School of Management, Erasmus University (2025)
76Nyenrode Business University (2025)

7"Valuing Impact (2025)
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THE ROAD AHEAD FOR IMPACT
ACCOUNTING

34

The roadmap for the inclusion of an impact
statement next to the financial statement is
being set out’, but first, some structural
developments are to be seen in the ecosystem
(see Figure 12. The use of impact accounting is
gaining traction as both internal and external drivers
increasingly converge toward a common objective :
integrating multicapital thinking into financial and
management systems. The majority of experts
believe that the current approach to sustainability
requires radical revision, and that capitals- and
valuation-based approaches rank among the
highest in terms of perceived potential impact,
even though they are seen as challenging to
implement today 2

Impact accounting is now more accessible than
ever, particularly on the environmental area with
the publicly available value factors at the
International Foundation for Valuing Impacts (IFVI)
website and the free resources emanating from the
Valuation  Technical
(VTPC)workplan, now under the leadership of the
Capitals Coalition®.

Internally, companies recognize the business value
of understanding their impacts in monetary termsv
improving investor confidence, strengthening risk
management, and guiding decisions under
complex trade-offs. Impact accounting helps direct
attention to what matters most for long-term value
creation, making purpose tangible and facilitating
clearer communication across the organization. As

most significant impactsv such as those linked to
product usev still fall outside current
methodological scopes. However, this limitation
also presents an opportunity, as large institutions
and initiatives are accelerating development and
simplification through improved tools and guidance .
For companies, the exercise is often still perceived
as optional, but demonstrating the decision-
usefulness of impact accounting will help shift it
from wF Gtb-0 ¢ d2@ o Lju § Fpnagticeni Similarly,
as regulation evolves and investors increasingly
integrate multicapital thinking in their analyses,
impact accounting will naturally gain relevance
within business valuation and policy contexts .

Data requirements and resource needs are often
cited as internal barriers. The level of granularity
demanded by impact accounting can exceed
standard reporting expectations, particularly for
value chain information . Simplified approaches and
estimation tools are key to overcoming this
challenge . Likewise, concerns about reputational

Ol gL udu Confinlteed Liisks due to the size of negative impacts will

diminish as adoption broadens and transparency
becomes normalized across sectors 80-8

Institutional  momentum  is already building .
Initiatives such as the 2 G: A ¢Ehyironmental
Impact Valuation and its use in Decision making
project are advancing the robustness and
credibility of methodologies and the accessibility of
environmental impact valuation. These efforts aim
to facilitate wider integration of impact valuation
into both public and private decision-making,

one workshop participant described it, @®t F B Aincluding SMEs8*

something everyone understands, even if it is not
on their radari Externally, regulation is emerging as
one of the strongest drivers of adoption . Reporting
requirements are steadily improving the availability
of data, reducing barriers to entry for impact
accounting . Investors are beginning to consider the
results of impact accounting in supervisory
processes and capital allocation, while market and
stakeholder pressures are reinforcing expectations
for greater transparencyv for example, by asking
wG Ui the check companies have to transfer to
nature i

Several barriers remain. These relate primarily to
the maturity of methodologies, corporate practice,
regulation, and investor engagement . Many of the

78Capitals Coalition, Center for Global Commons, The Landbanking
Group and Systemiq (2025)

22GlobeScan (2025)

"International Foundation for Valuing Impact (2025)

80-83Conclusions derived from Sustainable Value Creation workshop

Ultimately, the road ahead for impact accounting
mirrors the early evolution of many technologies .
When people first bought cars, they were
interested in opening the hood, examining the
engine, and understanding how it worked . Today,
cars are trusted systems, and attention has shifted
from their inner mechanics to their usability and

performance . The same applies to impact
accounting: while early adopters need to
understand the wOF t VitfeOivalue factors,
methods, and data sourcesv standardization and
credibility will allow the conversation to move
toward results and their relevance for decision-

making, including aspects such as internalization
rates®.

sessions by the Value Balancing Alliance (2025) and Volkswagen
Group (2025)

#Value Balancing Alliance (2025)

8Extracted from expert interviews .
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FIGURE12: SCALING UP IMPACT ON THE BALANCE SHEET

BUILDING THE NATURE BALANCE SHEET

5
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natural capital
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1 Natural capital accounts
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to quantify value of
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Natural capital and society
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to discover impacts,
dependencies, risks and
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REWARDING THE NATURE BALANCE SHEET
Adapt macro-steering, accounting practices, capital
rules to nature’s new value

+ Embrace new science and technology

* Rewrite the political story of nature

“  Graphextracted from Capitals Coalition, The Landbanking Group and Systemiq (2025).
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INTERCONNECTION BETWEEN
VALUE-TO-SOCIETY & VALUETO-
BUSINESS

Financial and impact performance are closely
interrelated, yet each holds independent relevance .

consequences . Companies must consider factors

such as relative performance, the likelihood of turn,

Impact valuation tools such as the impact internalization, and planned responses. Still, under a dependencies,
statement are valuable on its own, as quantifying simplified scenario of full internalization, as
stakeholder value creation in a single unit supports  analytical ~ studies  suggest3#6, the impact
better decision-making, strategic steering and statement could be seen as a forward -looking

remains

risks,
influence short- and long-term financial value

Financial performance valuation measurement, in
captures
that

essential as it
and opportunities

creation. They complement impact measures by
pointing towards other potential

material

from

Value Creation

Management
From Inherent to Residual

could foster transparency. However, they also picture of anticipated financial effects s.
provide early insights into potential financial performan ce,
Societal value Impact P&L. EAntl(:lpatedf inancial effects -
at 100% internalization, focus on absolute performance and no management actions
Impacts Impact Statement Benchmark Internalization rate
Direct and indirect impacts are
quantified through the impact Upstream OwnOps.  Downstream , 2,
statement to assess how GHG T O, GE, g i Baseline e 35%
business activities affect natural, Emissions ' ' ’ Qf !
human, and social capital, Air pollution  (400) (250) (200) g i op (150)
. B . ! eers o
generating societal benefits and Water - - - ) g g (90 (70)
damages . Comparisons with a ~ pollution S Fim 3 %é o 5
- . . ~ )
predefined baseline or industry Water o (500) @) ' 6 & f£§5 £ b
peers help identify best practices ESEUIBHON +120 =
and performance gaps, while Waste (SI00) (200) (R200) w.r.t benchmark =
internalization rates indicate the Landuse& o o0 (700) (3.200) g
extent to which these impacts conversion . g
may translate into financial Impact materiality Risk & £
effects for the entity. opportunities
- A N ; .. . . assessment
Both impacts and dependencies GF Tt 1 @YuUOYt | t gFGEguU Gt FoLiYI GLjbY Scenario analy5|s
and opportunit y assessment
[a]
3 Optimistic
Financial materiality \ Baseline = Inaction
H ()
Dependencies g [ ) Pessimistic
The company relies on critical natural, £ @
human, and social capital, such as ® WEEY  ZED 0D AU

ecosystem services, skilled labor, and
public infrastructure, showing why a
multi -capital accounting lens is needed to
capture dependencies. These
dependencies affect resource availability,
operational costs, and business continuity,
creating potential risks and opportunities.

When assessing risks and

opportunities, two elements must
be considered: how the business
depends on natural, human, and
social capital, and how impacts
may increasingly be internalized
through regulation, markets,
stakeholder expectations, or
direct operational shocks.

Probability

Figure 13 Interconnection between Value-to-business and Value-to-
society
3alue Balancing Alliance and Deloitte (2025)

46Rotterdam School of Management, Erasmus University (2025)
86\/alue Balancing Alliance (2026)

36

opportunities
Residual risks &
opportunities

Controls &
strategies

Inherent position reflects the full
set of risks and opportunities

before corporate action.

Residual position shows
outcomes after strategies,
controls, and innovation.

The transition illustrates how
management actively drives

value creation.

Note: Conceptually inspired by Value Balancing Alliance and KPMG
(2025, TNFD (20242, TCFD (2018)%%; TISFD (Forthcoming) %, IFRS
Foundation (2025)686°, (2023)55; IASB (2024)

risks
and opportunities not directly linked to corporate

but arising operational

THE TWO SIDES OF THE COIN:
IMPACT PROFIT & LOSS STATEMENT
AND FINANCIAL EFFECTS

depende ncies and the

impact  of

other

companies on the economic system. It also

complements

impact accounting by indicating

the financial relevance of sustainability actions,
helping prioritize initiatives that strengthen both
long-term business resilience and impact on
the environment and society, simultaneously .

Financial Effects
Current and Anticipated °2

P&L
Revenues, OpEx, Productivity, Taxes,
Premiums
CapEXx & Balance sheet
CapEx, Asset lives & Impairment,
Provisions
Intangibles & Strategic
Intangibles, Goodwill, Going
Concern, Future
Assumptions & Exposure
Enterprise valuation
Fair Value Measures

Current effects show how risks and
opportunities impact revenues,
costs, and investments today.

Anticipated effects capture future
exposures, from asset values to
business assumptions.

Together, they connect short -term
performance with long -term
resilience.

Reflection on
enterprise value

l.8bn

1.3n +0.%n
. ncaptured

L U
Traditional ~ yaue
enterprise

value

Entity value emerges from the

balance of financial, strategic,
and intangible drivers , and is

affected by impact
performance .

It reflects both resilience against
risks and leverage of
opportunities for business and
societal value creation .

This perspective closes the loop
between current financial
performance and long -term
value creation .
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UNDERSTANDING HOW IMPACT
AFFECTS FINANCIAL
PERFORMANCE

38

Executives increasingly seek to understand if and
how societal value creation is absorbed into
business economics through market dynamics,
stakeholder behavior, regulation, and technological
change both in the short and long-term. A useful
dynamic to explain this process is described by
Freiberg, Rogers, and Serafeim?® (see Figure 14),
who show how misalignment between societal
expectations and corporate behavior becomes
financially = material through a sequence of
reinforcing phases. In the status quo, impacts exist
but remain weakly priced or monitored . A catalyst,
such as a scientific finding, crisis, or public
controversy , raises Vvisibility and attention. This
triggers  stakeholder pressure from investors,
customers, employees, or civil society, increasing
reputational, operational, or financial
consequences . Firms respond through strategic
shifts, operational changes, disclosure, or
innovation. Over time, these responses are

reinforced by regulatory action and technological
innovation, which formalize new expectations and
reshape industry economics 28.

The extent and speed of internalization are highly
context -specific. They vary by geography, sector,
material topics, and business model, as well as by
firm characteristics such as strategic ambition, cost
structure, time horizon, and ownership profile. A
universal owner exposed to systemic risks may be
affected by the societal impacts of its portfolio
assets earlier and more directly than a smaller firm
with localized operations 87-89. Short-term financial
pressure can delay internal commitments to
internalization, while long-term orientation can
accelerate it. Despite these differences, a clear
pattern emerges :in an increasingly connected and
regulated global economy, societal pressures
ultimately feed back into corporate
performance . Over time, business success and
system health converge .

FIGURE 14FROM CORPORATE BEHAVIOUR MISALIGNMENT WITH SOCIETAL
EXPECTATIONS TO FINANCIAL MATERIALITY

Misalignment of Societal Expectations and Corporate Behaviour
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Status quo Catalyst

Stakeholder response
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awareness of the
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Note : Graph adapted from Freiberg, Rogers, Serafeim (2019528
87Quigley (2019)

#Gosling (2025)

8The Shareholder Commons (2026)

Commitments to improve mean
companies must actively manage issue

| Lip service/deflecting stalls change

New regulation or innovation
redefine industry dynamics and

forces compa nies to manage
issue as material

Industry distancing attempts to
show issue does not require
regulatory action

The Value to Business Framework, developed by
the Value Balancing Alliance and KPMG, helps
operationalize these dynamics by identifying the
main  channels  through which societal
developments are translated into business
performance, following the PESTLE
framework 60,

Political factors, such as climate policy or trade
regimes, affect  compliance costs  and

LONG-TERM PERFORMANCE,
SHORT-TERM DECISIONMAKING
AND THE COST OF INACTION

Balancing Alliance and Deloitte indicates that for
issues such as carbon emissions, internalization
effects already reach around 35%percent of their
societal value in some contexts and are
expected to approach or even exceed full
internalization over time as regulatory, market,
and technological forces amplify each other3.

The difficulty lies in the fact that this logic makes
clear sense in the long-term, while often lacking

competitive positioning, as illustrated by the G6 6 Istrong incentives in the short-term. This

Fit for 55 package. Economic factors influence
input costs, margins, and investment capacity.
Social factors reshape labor markets and
demand patterns.  Technological change
accelerates both risk and opportunity, from
artificial intelligence to clean energy solutions.
Legal factors convert societal expectations into
enforceable obligations, while environmental
factors such as climate change and resource
scarcity increasingly affect supply chains,
operating costs, and asset resilience. Together,
these dimensions show how impact performance
progressively feeds into revenues, costs, risk
exposure, access to capital, and ultimately firm
valuation.

A critical implication for executives is that
inaction is not a neutral option . In many cases,
the absence of immediate market prices or
precise regulation does not eliminate economic
consequences . It merely postpones them. Costs
emerge through damage, disruption, forced
acceleration, loss of markets, or rising financing
and insurance premiums. From a financial and
investor relations perspective, the cost of inaction
should therefore be treated as the baseline
scenario for forward looking financial and
operational planning, rather than as a remote
downside case’.

This challenge is not unique to sustainability. It
mirrors other long-term business risks that
require early strategic treatment despite weak
short-term incentives, such as infrastructure
investment cycles, deferred maintenance, or
major technological transitions®.  What
distinguishes sustainability today is not its nature,
but its stage of maturity as a business-as-usual
topic. Research developed by the Value

60Value Balancing Alliance and KPMG (2025)
"WEF and BCG (2024)
82Value Balancing Alliance (2025)

transition is comparable to past market
transformations, such as long-term investment in
civil,  transportation, energy, or digital
infrastructure . These investments initially lacked
clear short-term returns for earlier generations,
yet ultimately redefined  competitiveness,
productivity, and prosperity .

Reshaping the way companies operate, moving
the economic  system  within  planetary
boundaries and above social foundations,
represents a similar generational transformation .
Environmental and social topics are increasingly
shifting from a «o goodi narrative to a systemic,
business imperative that markets will need to
integrate as a new normal, just as they do with
other  strategic risks and  opportunities .
Companies that fail to adapt risk facing
compressed timelines, higher transition costs,
and reduced room to manoeuvre in increasingly
constrained markets. By contrast, companies that
anticipate these shifts can translate long-term
pressures into short-term priorities and near-term
competitive advantage .

For this reason, defining the cost of inaction as
the baseline is a minimum requirement for
corporate preparedness 82. To support this shift,
tools such as impact accounting can help make
future costs, benefits, risks, and dependencies
more visible in present day decision making,
particularly in markets that remain imperfectly
priced or inconsistently regulated . To enable this
transition, the business system itself must evolve
so that long-term impacts are reflected in
short-term  performance  measures, making
them relevant for quarterly results and everyday
management decisions.

3value Balancing Alliance and Deloitte (2025)
82Value Balancing Alliance (2025)

39



INTEGRATED THINKING: VALUE
CREATION AND CAPTURING AS
COMPETITIVE ADVANTAGE
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FIGURE15: VALUE CREATION AND VALUE CAPTURING MATRIX
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At the core of corporate strategy lies the
interplay between value creation and value
capturing, a concept thoroughly developed by
Verdin and Tackx3? (see Figure 15). Value creation
is defined as the benefit perceived by the
customer v whether it enhances the quality of life
for a consumer (B2C) or improves the profitability
of a business client (B2B). However, value
creation alone is not sufficient :a company cannot
sustain its operations or strategic position if it fails
to capture a sufficient portion of the value it
generates. Both concepts are strategically
relevant at the same time: you cannot capture
value you nt F éreate, and you cannot focus
on value creation without considering value
capturing strategies.

These concepts are deeply linked to sustainable
value creation: the impact materiality expands
the notion of value creation to consider benefits
and damages generated for nature and other
societal stakeholders; while the financial
materiality reflects the effects on the entity,
which is closely aligned with value capturing .
Drawing on insights from Porter43, IIRC and EYS,
and IE University%?, value creation also
encompasses employees, value  chains,
communities and society at large. These broader

value to customers. This dynamic approach
ensures that value creation is continuous,
measurable, and aligned with strategic
objectives . Successful companies demonstrate
that superior value creation, when paired with
effective value capture mechanisms, leads to
sustained competitive advantage. Failing to
capture value, however, can endanger the
business, as value creation alone does not
guarantee viability. This is also evident in
sustainable value creation contexts, although it

could be argued that there is a profit paradox®:

some truly impact -driven businesses or projects
struggle to scale, despite generating immense
societal benefitsv for example, nature
investments deliver USD 4 to 38 in societal value
for each USD 1 invested, but provide a small
financial return to investors®. Conversely,
businesses prioritizing value capture may
externalize costs, harming ecosystems, workers,
and society, while reporting significant profits 9.

Following Verdin and Tackx, we could expect
that value capture -first businesses may face
challenges in the coming years, as internalization
forces increasingly recognize societal and
environmental impacts as part of value
creation®°, so the value they can capture may

forms of value also influence a Lt 95 § F Ahitg. In the case of high value creation activities

capacity to capture returns: creating societal or
environmental value can strengthen regulatory
support, improve investor confidence, enhance
stakeholder trust, and mitigate market risks. In
turn, value capturing must be understood as the
ability to translate created value into sustainable
business outcomes, whether through pricing,
access to capital, or market positioning, among
other aspects.

Verdin and Tackx emphasize that companies
often face tensions between  short-term
optimization and long-term strategic change.
Defensive tactics such as cost-cutting, cross-
selling, or mergers may temporarily protect
margins but rarely enhance sustainable
competitiveness 3. The pathway to superior
performance requires climbing what the authors
call the wGyg @ (F Ft dzg tcénkigtently
improving offerings to deliver higher perceived

Note: Graphs inspired by Verdin and Tackx (20157 (left) and IFRS
Foundation (2024)° and Value Reporting Foundation (now part of
IFRSJ! (right)

“3porter, M. (2013

3IRCand EY (2013

with  low market reward, systems-change
mechanisms may be developed to reward high -
value creators through new value capture
channels. Expanding this vision into a multicapital
context highlights that integrated thinking is
essential for aligning corporate actions with long -
term value creation and capture %.
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92Hernandez, F.(2025)

93Schouten, W. (2025)

60Vvalue Balancing Alliance and KPMG (2025)
|FRSFoundation (2024)
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FROM QUICK WINS TO
STRUCTURAL CHALLENGES

42

Over the past years, many companies have made
remarkable progress in implementing sustainability
initiatives, often starting with measures that deliver
immediate and visible results. Operational
efficiency programs, renewable energy
procurement, and emission reductions in direct
operations have become standard practice across

chains, addressing Scope 3 emissions, upgrading
data and technology systems, and building new
capabilities across the organization. Many
companies now face constraints on budget and
talent, competing priorities, and limited visibility on
the returns of sustainability investments 27.

industries . However, this first phase of wp U @i & LA ¢ ( Aralypis suggests that around a quarter of

is largely complete . According to ENGIE Impact??,
75% of large companies report having already
achieved most of these easy gains, yet only 126
feel they are truly on track to meet their
decarbonization goals.

The next phase is proving far more complex . As
organizations move beyond low-hanging fruits,
they are confronted with deeper, structural
challenges that demand sustained investment,
leadership commitment, and long-term vision.
These include redesigning products and supply

global emissions could be abated profitably today,
with another third holding potential for positive
returns as technologies mature and markets
evolve %, The remaining 21% would unlikely reach
positive ROlv at least, compared to Ui t n gndarginj
baseline, but they prove essential compared to the
cost of inactionv and will require transition
planning ®4. This turning point calls for a shift in
mindset from short-term optimization to long-term
transformation %, establishing clear governance,
aligning incentives, integrating sustainability into
core business decisions, and mobilizing innovation.

FIGURE 16: QUICK WINS PROVIDE THE FIRST STRATEGIC BOOST TOWARDS
SUSTAINABLE VALUE CREATION, BUT SOME ACTIONS WILL REQUIRE LONG&ERM

THINKING

25% of global emissions can be abated with pos

ROI today

itive

Marginal abatement cost (USD per metric ton of CO2e)

Abatement potential (tons of CO2e)

Positive ROI Potential path to Unlikely to reach
25% positive ROI positive ROI
32% 21%

Graph adapted from Bain (2025)%*
27Engie (2024)
%Network for Business Sustainability (2022)

The challenge shifts from commitment to
execution, redesigning business models capable
of delivering on them. Transition planning
provides the structure to bridge this gap. Its goal
is to translate ambition into concrete actions,
linking time horizons, investment choices, and
innovation pathways to capture emerging
business opportunit ies related to key value
drivers.

The Transition Planning Taskforce (TPTJ7 and
other initiatives®-101 emphasize that transition
plans must integrate across the entire
organization: from ambition and strategy to
governance, metrics, and accountability . Credible
transition plans must be forward -looking,
transparent, and grounded in financial and
governance realities. They should clearly
describe short- and long-term targets, the
actions and resources to achieve them, and how
these link to business model transformation .

Ak_0@GY. T WYGr @

_6avYi@ oakik2oeYO0~

TRANSITION PLANNING &
INNOVATION

In other words, they should not be parallel
sustainability strategies, but extensions of the
core business model , with CapEx, OpEx, and
revenue implications 216, Leading examples, such
as Deutsche 9 g F tagpigach to decarbonizing its
loan portfolio demonstrate  how transition
planning aligns core business with key
transformation drivers, focusing on financing
clean energy infrastructure, engaging high-
emitting clients and progressively reducing
exposure to non-aligned activities102

As key challenges, NBS® points that corporate
decision-making often prioritizes quarterly results
over long-term value, even at the expense of
positive net-present-value projects . Also, several
critical levers are still constrained by technology
and cost; so closing these gaps will require
innovation?!2  investment, and collaboration
across industries and value chains.

©0k©_ Y_

OF SHORT AND LONG TERM TARGETS, AS WELL AS CLEAR STRATEGIC PLANING

TO ACHIEVE THEM

Reductions planned in

Reductions expected in

Activity growth/scope own operations value chain
tension
tCOZEC] 2025-2030
- T
Total reduction
- industrial I
energy Fuel
efficiency -609
s {-60%
lectrif i i
electrificat . ¢ E{ i 1.5 C aligned reference
renewables | target value
Supply chain i
decarboniz . :
Efficiency in
product use
phase
Decarboniz .
of electricity
mixiin 2050 net zero
operating target
countries -
Base year = 2025 Target year = 2030 -
GHG removed from
own operations,
value chain
Note : Graph adapted from EFRAG(2024)% 10INGFS (2025)

97Transition Plan Taskforce (2023)

9BAAS (2025)
%UN SSE(2025)
199Deloitte (2025)

216Capitals Coalition (2024)
102Deutsche Bank (2025)

9%Network for Business Sustainability (2015

212Tencent (2025)

0k AG~
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STREAMLINING MULTIPLE
REQUIREMENTS AND BEST PRACTICES

46

After analysing multiple frameworks and reports,
we find that, while they differ in how they order or
emphasize certain factorsNOTE, the core elements of
value creation are largely shared. Strategic
transformation and management for sustainable
value creation ultimately depend on addressing the
common elements included in the Value Balancing
Playbook chart.

Two overarching cross-cutting perspectives should
be considered throughout the process: integrated
thinkingv including a multi -capital forward looking
management approach, considering both value-to-

society and value-to-business metricsv and a
multi -stakeholder perspective v considering
leadership top-down, functional bottom -up and
external perspectives in all the process.

Depending on the starting point or the question that
a specific management guideline or framework
tries to answer, the scope and aggregation of the
elements it covers may vary. While most
frameworks address aspects related to the double
materiality assessment, very few consider the role
of quantitative metrics to guide integrated decision-
making .

VISION & MISSION

ASSESSMENT & AMBITION

As stated by some practitioners during the
development process of this document, in such
an evolving landscape, some corporates are
ahead of the theory and are undertaking activities
that are not yet part of these frameworks . In the
opposite perspective, some of the theoretical
arguments presented in the frameworks may not
answer actual corporate needs or provide
adequate guidance for real corporate settings.

Therefore, one of our aims has been to bring

STRATEGIC ROADMAP

BEYOND THEORY: THE
CORPORATE PERSPECTIVE

together the theory outlined in existing standards
and the corporate needs by considering the
51 gLUGuU Ghersp@dtiveLj and  providing
guidelines and use cases at each management
stageNOTE,

Ultimately, the translation of this playbook into
practice remains contingent upon entity - specific
factors, with the sequence of steps varying
according to an organization's unique context
and strategic goals.

CORE ELEMENTS OF
VALUE CREATION

IMPLEMENTATION

INTEGRATED THINKING

MULTI-STAKEHOLDER

CROSSCUTTING
PERSPECTIVES

NOTE More than 200 sources have been analyzed for the production of
this report, which has been complemented with expert interviews
and the involvement with corporate practitioners. For more
information, consult the section @9 G I C(t. t | g5 UAT

DEFINE A SUSTAINABLE VALUE
CREATION PURPOSE

STRATEGIC ASSESSMENT

ALIGN SUSTAINABLE VISION
WITH CORPORATESTRATEGY

DEFINE AMBITION &
OBJECTIVES

IDENTIFY & PRIORITIZE VALUE
DRIVERS

IDENTIFY STRATEGIC
INITIATIVES

INITIATIVES

SET ROADMAP TARGETS

REDEFINEINTERNAL

GOVERNANCE

VALUE-TO-SOCIETY(MPACT STATEMENT, IMPACT MATERIALITY)

EVALUATE AND PRIORITIZE

BUSINESS PLANNING &
EXECUTION OF ACTIONS

EMBED INTO DATA AND
DECISION-MAKING

INTEGRATED CONTROLLING &
CONTINUOUS REVIEW

DISCLOSURE &
COMMUNICATION

VALUE-TO-BUSINESS(RISK AND OPPORTUNITY ASSESSMENT, FINANCIAL MATERIALITY)

Corporates are recommended to consider what their current situation
is and adapt this sequential process to create their own value
balancing management system.

EXECUTIVE (INTERNAL, TORDOWN)

FUNCTIONAL (INTERNAL, BOTTOM UP)

STAKEHOLDER(EXTERNAL)

NOTECorporate and partner engagement included workshops,
interviews, surveys, real-world applications, and case study reviews.
These were primarily developed by the Value Balancing Alliance

through what has been informally termed the Sustainable Value
Creation Task Force.
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INTEGRATING STANDARDS

TRANSITION TAKS FORCES ONESG TRADITIONAL
AND BEST PRACTICES INTO Cgﬁfggﬁm PLANNING TASK UN PRIAND BAIN“* WBCSD AND COSO'3 A4S%8 RELATED FINANCIAL COE,\;J'\FAQI%ZIIEQIN\QM BUSINESS
ONE COHERENTAPPROACH FORCPEY DISCLOSURES2-64 STRATEG Y105-108
FRAMEWORK FOR ENTERPRISE RISK ALIGNING TRANSITION TNED DISCLOSURE CORPORATE SIRATEGIC
INTEGRATED DECISION TF::LREE\I;V%SRUKRE Cgléi:;f‘(;NNAFBFIQ_EI\XEA\}\_/l(J)ERK MANAGEMENT TO ESG AND FINANCIAL GUIDELINES LEAP SUSTAINABILITY EXP%RATE
MAKING RELATED RISKS PLANNING APPROACH TCFD REPORTING DIRECTIVE STRATEGY

1A: Align sustainability
strategy with broader
ambition and objectives

1.1: Adapt fin. planning
1.2Build transition
planning awareness

Strategy A: Describe ESRS 2 SBM 1: Strategy,
identified dependencies, business model and value
impacts, risks, and opps chain

DEFINE A SUSTAINABLE VALUE
CREATION PURPOSE

Ch 2:The Business Vision
and Mission

1: Governance and culture for
ESG related risks

Introduction : Integrated X . -
Decision-Making Framework 1.1: Strategic ambition
ESRS 2 SBM 3: Interaction
with strategy and business
model

ESRS 2 IRO 1: Identify and
assess material impacts, risks
and opportunities

ESRS 2 IRO 1: Identify and
assess material impacts, risks
and opportunities

ESRS 2 MDRT: Tracking
effectiveness of policies and
actions through targets

_ 1 dz0I FgFLOY WY CESRS2GOV 1: The role of the Ch 7: Implementing
t dzO| LjGt Uu Y B Y9 W\ administrative, management Strategies: Management
role and supervisory bodies and Operations Issues

ESRS 2 M.DRAA.CHOHS and Ch 6: Strategy Analysis and
resources in relation to .

. SO Choice
material sustainability matters

ESRS 2 IRO 1: Identify and
assess material impacts, risks
and opportunities

ESRS 2 MDRT: Tracking

1.1: Strategic ambition 2: Company-specific value 6: Analyzes Biz. Context; 7:
1.2Business model & value LI Ogudt FY@§ss |t ¢RiskAppetite; 8 Evaluates
chain gFnVYtauLt a0Lji Alt. Str.; 9: Formulate biz. obj.
2: Company -specific value
creation approach.

w2 dzO| dzi OGi YgFn )
topics

2: Company-specific value 10: Identifies risk; 11: Assesses
L1 Ogudt FYgs st ¢severity of risk; 12: Prioritizes
gFnYtduLt a0Lji risks

1A: Align sustainability

strategy with broader

ambition and objectives

_ WYzl taYOFgI COlI
(exec. ownership / gov. /
workflow enablers)

Strategy B: Describe the
effect on business strategy
and fin. planning

ALIGN SUSTAINABLE VISION
WITH CORPORATESTRATEGY

Ch 2:The Business Vision
and Mission

Introduction : Integrated
Decision-Making Framework

4.1: Bring transition strategy in
fin. planning

VISION &
MISSION

12 Business model & value
Assemble § STEP A, BandC chain;1.3Key assumptions &
external factors

6: Analyzes Biz. Context; 10:
Identifies Risks; 11Assesses A 2.1: Conduct a gap analysis
Severity of Risk

Ch 3: The Ext. Assessment
Ch 4:The Int. Assessment

Strategy A, B,C, D

STRATEGIC ASSESSMENT Risk & impact mgmt. AG)/A(ii)
1.2: Business model, value

Assemble § STEP A, Band C chain; 1.3: Assumptions & ext.
factors; 2:Impl. Str. (2.32.3)

IDENTIFY & PRIORITIZE VALUE
DRIVERS

Ch 3: The Ext. Assessment
Ch 4:The Int. Assessment

2.2: Focus on what matters . . "
for financial planning Risk & impact mgmt. A()/A(ii)
8: Evaluate alternative
strategies; 9: Formulate
business objectives

1.1: Strategic ambition
4: Metrics & Targets (4.£4.4)

4.1: Bring transition strategy in  Metrics & targets C: Define

DEFINE AMBITION& OBJECTIVES STEP F- Make the decision N d
fin. planning targets and goals

Ch 5: Strategies in Action

AMBITION

o3
'_
pd
i}
=
)
0]
i}
[9)]
)
<

STEP Gintegrate in
business planning and
strategy

STEP Gintegrate in
IDENTIFY STRATEGIC INITIATIVES business planning and
strategy

4.2: Engage with BUs
4.3 Collaborate with and
support BUs

REDEFINEINTERNAL

GOVERNANCE 1-5: Governance & culture

5: Governance (5.15.5)

E: Ian)pﬂanz-’sp;cglg vsaIL;el { c‘13: Implements risk response,
g 9 *14: Develops portfolio view

3.1:Prioritize action based on
feasibility, risk, costs, benefits

2: Implementation Str. (2.%2.4)
3: Engagement-led (3.13.3)

Strategy B
~~~~~~ Risk & impact mgmt B
3.1:Prioritize action based on
feasibility, risk, costs, benefits
3.2: Allocate actions

1B: Investment firm-level 8: Evaluate alt. strategies; 11:
g L UG dzi adayplgyY . “ Assesses severity of risk; 12:
n gndogs YBYs | Gt | Prioritizes risks

EVALUATE AND PRIORITIZE
INITIATIVES

2.4: Financial planning
4: Metrics & Targets

Risk & impact mgmt. A@)/A(ii)
&B

Ch 6: Strategy Analysis and

Assess & STEP D and STEP E Choice

STRATEGIC
ROADMAP

2: Company-specific value 7.2: Ensure management Ch 7: Implementing

4: Metrics and Targets (4.% , 7: Defines Risk Appetite; Metrics & targets C: Define

IMPLEMENTATION

SET ROADMAP TARGETS

BUSINESS PLANNING &
EXECUTION OF ACTIONS

EMBED INTO DATA AND
DECISION-MAKING

INTEGRATED CONTROLLING &
CONTINUOUS REVIEW

DISCLOSURE &
COMMUNICATION

VALUE-TO-SOCIETY
(IMPACT MATERIALITY, IMPACT
ASSESSMENT)

VALUE-TO-BUSINESS
(FINANCIAL MATERIALITY, RISK &
OPPORTUNITY ASSESSMENT)

STEP F- Make the decision

STEP Gintegrate in
business planning and
strategy

STEP Gintegrate in
business planning and
strategy

STEP Gintegrate in
business planning and
strategy

Governance for Valuation: A
common structure to build
confidence in valuation

Assess & STEP D and STEP E

Assess & STEP D and STEP E

Governance for Valuation &

4.4)

2: Implementation Strategy

(2.£2.4)

2.4: Fin. Planning; 4. Metrics &
Targets; 5: Gov. oversight &
accountability (5.1, 5.2)

4: Metrics & Targets
5.1 Board oversight &
reporting

Appx 1: Location of reporting
& Standalone report; 5.1
Board oversight & reporting

1.1: Strategic Ambition

1.1: Strategic Ambition; 2.4: Fin.
Planning; 4.2: Fin. metrics &
targets

5.1: Board oversight &

L1 OgulGt FYgssit
CiFbOnYut YTaFny

1B: Investment firm-level

G LU ddzi arigOA NesYeEy F

wY2 | t A YOF gl COI 18: Leverages
information/technology

:(workflows / data / metrics)

1B: Investment firm-level
activities: monitor program
progress

1A: Inv. firmlevel act.: Str. and

2: Company-specific value
creation approach:
walLjigaFgracaut
2: Company-specific value

L1 Ogudt FYgss |t ¢10-14: Performance

CiFbOnYut YTGFGF

%9: Formulate biz. objectives

13: Implements risk response

15: Assesses Substantial
Change; 16: Reviews Risk &
Perf.; 17: Improve Risk Mgmt.

18: Leverages IT; 19:
TUFn!| ¢ depd RKMw~ ( Communicates Risk; 20:
' gLjOn Y1l Ost | U F tReports on Risk & Perf.

information is sufficient to
deliver action

4:Embed transition planning

targets and goals

Strategy B

in the fin. planning (4.1, 4.2, 4.3) Risk & impact mgmt B

6.1: Ensure decision making
supports resilience
7.1: Consider data capture

7.2: Ensure management
information is sufficient to
deliver action

7.3: Consider what to include
in external reporting

6.1: Ensure decision making
supports resilience

2.3: Estimate the costs and
savings associated with
delivery of the transition plan

Risk & impact mgmt C
Metrics & targets A

Risk & impact mgmt C
Metrics & targets C

Metrics & targets A, B, C
Governance A, B

Strategy A
Metrics & targets B

Strategy B
Metrics & targets A

effectiveness of policies and
actions through targets

ESRS 2 MDRAActions and
resources in relation to
material sustainability matters

ESRS 2 GOV5: Risk mgmt.
and internal controls over
sustainability reporting

ESRS 2 MDR M: Metrics in
relation to material
sustainability matters

ESRS 1: Structure of the

sustainability statement

ESRS 1 Impact materiality

ESRS 1 Financial materiality

ESRS 2 GOV 1: The role of the

Strategies: Management
and Operations Issues

Ch 7: Implementing
Strategies: Management
and Operations Issues

Ch 8: Implementing
Strategies: Finance, MIS
Issues

Ch 9: Strategy Review,
Evaluation, and Control

Ch 9: Strategy Review,
Evaluation, and Control

Ch 10: Business Ethics/
Social Responsibility & Env.
Sustainability

Ch 3: The Ext. Assessment
Ch 4:The Int. Assessment

Ch 2:Business Vision &

EXECUTIVE PERSPECTIVE
(INTERNAL, TOR DOWN)

_WY2 1t YOF ¢ I COI 1 Exercises Board
(top executive ownership) Risk Oversight

4.1: Bring transition strategy in

y d Governance A
fin. planning

STEP Gintegrate in
business planning & strategy

reporting; 5.2: Mgmt roles,
responsibility, accountability

administrative, management
and supervisory bodies

ESRS 2 GOV5: Risk mgmt.
and internal controls over
sustainability reporting

Mission; Ch 6: Strategy
Analysis & Choice

Governance for Valuation &
STEP Gintegrate in
business planning & strategy

2: Implementation Str. (2.€2.4) _ WY2 | t R YOF g I COI 2: Op. Structures; 5: Attracts, |
4.1: Business/operational structural int. b/w Dev. & Retains Capable
metrics & targets Ljit g bOUt Cn Ol LjY ¢ Findividuals

Ch 7: Implementing
Strategies: Management
and Operations Issues

FUNCTIONAL PERSPECTIVE
(INTERNAL,BOTTOM-UP)

. . Risk & impact mgmt & A(),
4.2: Engage with BUs Alii), B
1A: Inv. firmlevel act.: Str. and  19: Communicates Risk
TUFn!| ¢ engRKRLY w -~ 20: Reports on Risk, Culture &
I'gLjOn Yl Ost | U F tPerformance

Governance for Valuation &
STEP Gintegrate in
business planning & strategy

ESRS 2 SBM2: Interests and
views of stakeholders

Ch 3: The Ext. Assessment
Ch 10: Social Responsibility

2.4: Crosssector and value
chain considerations

STAKEHOLDER PERSPECTIVE
(EXTERNAL)

3: Engagement Strategy (3.1£
3.3)

STAKEHOLDER J THINKING

Governance C
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https://www.ifrs.org/content/dam/ifrs/knowledge-hub/resources/tpt/disclosure-framework-oct-2023.pdf
https://www.ifrs.org/content/dam/ifrs/knowledge-hub/resources/tpt/disclosure-framework-oct-2023.pdf
https://www.unpri.org/download?ac=23800#page=24.99
https://www.unpri.org/download?ac=23800#page=24.99
https://www.accountingforsustainability.org/content/dam/a4s/corporate/home/KnowledgeHub/net-zero/Aligning%20Transition%20Planning%20with%20Financial%20Planning%20-%20a%20guide%20for%20finance%20teams.pdf.downloadasset.pdf
https://www.accountingforsustainability.org/content/dam/a4s/corporate/home/KnowledgeHub/net-zero/Aligning%20Transition%20Planning%20with%20Financial%20Planning%20-%20a%20guide%20for%20finance%20teams.pdf.downloadasset.pdf
https://www.accountingforsustainability.org/content/dam/a4s/corporate/home/KnowledgeHub/net-zero/Aligning%20Transition%20Planning%20with%20Financial%20Planning%20-%20a%20guide%20for%20finance%20teams.pdf.downloadasset.pdf
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf
https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf
https://tnfd.global/wp-content/uploads/2023/08/Guidance_on_the_identification_and_assessment_of_nature-related-issues_The_TNFD_LEAP_approach_v1.pdf
https://tnfd.global/wp-content/uploads/2023/08/Guidance_on_the_identification_and_assessment_of_nature-related-issues_The_TNFD_LEAP_approach_v1.pdf
https://assets.bbhub.io/company/sites/60/2020/10/FINAL-2017-TCFD-Report-11052018.pdf
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:32023R2772
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:32023R2772
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:32023R2772
https://pracownik.kul.pl/files/12439/public/3_David.pdf
https://pracownik.kul.pl/files/12439/public/3_David.pdf
https://fouziyagm.wordpress.com/wp-content/uploads/2015/04/johnson-exploringcorporatestrategy8ed.pdf#page=12.00
https://fouziyagm.wordpress.com/wp-content/uploads/2015/04/johnson-exploringcorporatestrategy8ed.pdf#page=12.00
https://docs.wbcsd.org/2018/10/COSO_WBCSD_ESGERM_Guidance.pdf
https://docs.wbcsd.org/2018/10/COSO_WBCSD_ESGERM_Guidance.pdf
https://docs.wbcsd.org/2018/10/COSO_WBCSD_ESGERM_Guidance.pdf
https://capitalscoalition.org/capitals-approach/frameworkintegrated/
https://capitalscoalition.org/capitals-approach/frameworkintegrated/
https://capitalscoalition.org/capitals-approach/frameworkintegrated/
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VISION AND
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VISION AND MISSION
Define a sustainable

value creation purpose

Defining a sustainable value creation purpose means articulating why the organization exists beyond
profit, and how it intends to create positive societal and environmental impact while generating
financial value#3. The purpose should align vision, mission, and strategy to ensure long-term resilience
and intergenerational wellbeing , consider the mitigation of negative impacts, and be integrated into
business decisions. Companies are encouraged to adopt a purpose of societal and planetary

VISION AND MISSION
Align sustainable vision

with corporate strategy

Ensuring that business and impact efforts are not parallel, but embedded within the core corporate
strategy is key80-82. This means aligning the L 1 95 ¢ Fplrpokg, vision, and long-term business
objectives so that both financial and impact performance are jointly optimised. This connects
transition and financial planning, integrates societal and environmental goals into corporate decision-
making, and sets governance mechanisms that ensure accountability from board to execution level.

52

wellbeing and publicly communicate it, with the approval from the highest governing body 7112115

Sanpo Yoshi @ W0 ),
the Japanese concept to guide
corporate purpose

Good for the
seller

Good for Good for
the buyer society

Value creation from the
purpose

Breaking silos between purpose
and corporate strategy

1.: Cgl GTAVAL U1 NglGLjgFaRgaG! PoLjY

and unique societal contribution

2. Engage stakeholders to understand
societal and environmental needs

3. Articulate vision and mission linking
societal impact and business outcomes

4. Publicly commit with approval from the
highest governing body 113

¢ © prosper over time, every company must not only deliver financial performance
but also show how it makes a positive contribution to society X a

Larry Fink

CASE STUDY
PURPOSE IN ACTION

A European car manufacturer integrates societal
impact into its vision and mission, linking business

goals with environmental and social outcomes .

This approach emphasizes long-term resilience,
intergenerational  responsibility, and systemic
thinking, ensuring that the company addresses
externalities while delivering business
performance .

Note: Graph inspired by Japanese concept anpo Et Lj(Hérived
from interviews and articles such as Fabric (2023)% and McKinsey
(20210 Quote adapted from Larry Fink (2018)*! Case Study source
available upon request.

“3porter (2013

ROLE OF IMPACT ACCOUNTING
PURPOSELINKED IMPACT
ACCOUNTING

Impact accounting provides insight into the
Lt ©5 g F padfmance against its stated
purpose, showing where societal contributions
are being realized and where gaps remain, and
bridging impact and financial metrics into a
comparable language. Committing to measure
societal impact should also be a result of the
Lt ©5 ¢ fpdrposg, ensuring accountability and
credibility .

"WBCSD (2021)

1138 Corporation (2025)

1UPAS 808 (2022)

114550cial Value International (2025)

Corporate
strategy

H
—

Purpose

Embedding the dual
perspective in strategy

1. Revisit vision and mission to ensure they
connect business goals with societal
value creation4®

2. Assess business model to identify where
strategy supports or conflicts with
impact objectives

3. Embed impact and financial
performance into planning , governance
and strategy development by aligning
cycles and defining a single integrated
agenda®8

Qur vision isthe same for both the corporate and the impact strategy. The
challenge is to embed it in the same management logic .G

Extracted from VBA member workshops

CASE STUDY
INTEGRATE VALUE CREATION

A multinational company restructured its
strategic  planning process by integrating
sustainability targets within its annual budgeting
cycle. This example shows how impact should
not be a separate process, but aligned with
existing corporate strategies. In this case, the
company ensured that transition plans and
societal value metrics were reviewed alongside
financial KPIsat board level. The result:increased
investor board members confidence and
measurable progress on impact performance .

Note: Graph elaborated by the Value Balancing Alliance. Quote
adapted from Value Balancing Alliance (2025)%-82Case study source
available upon request.

ROLE OF IMPACT ACCOUNTING
PURPOSELINKED IMPACT
ACCOUNTING

Impact accounting provides the comparable
metrics that translates sustainability performance
into decision -useful data, both for executives and
function levels. It enables boards and teams to
assess trade-offs between financial and societal
returns, ensuring strategy alignment is based on
evidence, and not purely on subjective
preferences 115

“3porter (2013
A4S (2025)
11%/alue Balancing Alliance (2025)
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ASSESSMENT AND AMBITION

Strategic
assessment

A strategic assessment provides a 360°diagnosis of al- t 935 ¢ fpdsitidnjing in relation to sustainable

In focus
Catalogue of strategic evaluations

INSTRUMENT DEFINITION VALUE-TO-SOCIETY |[VALUE-TO-BUSINESS |RESOURCES
CONTEXT & MATERIALITY ASSESSMENT

Identify impacts, risks, and

value creation. It integrates classical strategy tools with corporate sustainability analysis, assessing DOUBLE opportunities from both impactand  HOMIONS areas where FEE B N e
- . X " A N o MATERIALITY financial materiality perspectives business activities create or affect financial performance, CSRD/ ESRS E21%
both the financial and impact dimensions. Corporates are taking the step from a double materiality e e dé’“on"mr " erode social and enterprise value, risk exposure or
ASSESSMENT(IROs) 9 environmental value. capital access.

aligned with reporting, to a more comprehensive assessment of current and future readiness, sustainability reporting.

56

connecting societal impact and P&L resilience through quantitative and qualitative insights.

Value balancing in
strategic thinking

1. Consider the double materiality as a
starting point and expand it with impact
and financial valuation lenses

2. Expand the assessment considering other
relevant assessments such as market
trends, and internal organizational and
portfolio readiness checks, among others

3. Synthesize findings via integrated SWOT
or gap analysis

XDouble Materiality Assessment (IROs)

XValuing Impact Materiality (Environmental & Social P&L)

XFinancial Effects (short & long -term)
XTrends: PESTEL & Foresight
XBenchmarking

XProducts & Services Assessment (incl. Ansoff Matrix)
XOrganizational Resources & Skills

XManagement Maturity (Policies, Processes, Roles)
XBalance Sheet Analysis (Assets, Liabilities, Equity)
XStakeholder Expectations

XSWOT Analysis (integrating V2S & V2B)
XGap Analysis

¢ tategy development should start with a clear understanding of how value is
created, transformed and shared for both the business and the system around it .o

Extracted from VBA member workshops

CASESTUDY
PORTFOLIO ASSESSMENT

A Telecom operator product -portfolio review
shows how assessing core products and services
against sustainability criteria uncovers where the
business must transform  versus  where
incremental measures  suffice. Used in
complementarity with entity -wide assessments,
the exercise expanded insights as raised portfolio
vulnerabilities and opportunities v e.g., products
that required redesign for securing
environmental and social performance and
potential new revenues areasv and fed
prioritisation for roadmap and capital allocation .

Note: Graph elaborated by the Value Balancing Alliance. Quote

adapted from Value Balancing Alliance (2025)%°-82, Case Study source
available upon request.

ROLE OF IMPACT ACCOUNTING
ESSENTIAL COMPARABILITY

Valuation links the impact and financial
perspectives  through  monetary values. It
converts impacts into comparable metrics,
enabling companies to assess impact and
financial materiality in an analogous way, connect
impact performance with enterprise value, and
ensure consistency between disclosures and
internal  decision-making. This integration
transforms assessment from a compliance
exercise into a strategic management tool for
credibility and decision quality .

Sources supporting this analysis are available in the ¢ K'F L egtion.

VALUING IMPACT
MATERIALITY (IMPACT
STATEMENT)

FINANCIAL EFFECTS
(SHORT & LONG TERM)

TRENDS: PESTEL &
FORESIGHT

BENCHMARKING &
POSITIONING

Quantify and monetize positive and
negative impacts across
environmental and social
dimensions using impact
accounting.

Assess short-, medium -, and long -
term financial implications on
enterprise value through scenario -
based analysis.

Identify macro trends and emerging
systemic shifts shaping the external
environment v political, economic,
social, technological,
environmental, and legal.

Compare performance and
practices against peers, industry
standards, ratings and sustainability
leaders.

Measures net societal
contribution and alignment
with planetary and societal
thresholds.

Anticipates societal and
environmental, as well as other
anticipated financial shocks
influencing financial
performance.

Captures socio -environmental
dynamics affecting societal
well -being and other
sustainability trends that could
result in changes in the
business context.

Assesses relative societal and
environmental impact with
respect to peers, policy
objectives and standards.

ORGANIZATIONAL & PORTFOLIO ASSESSMENT

PRODUCTS &
SERVICES
ASSESSMENT

(INCL. ANSOFF MATRIX)

ORGANIZATIONAL
RESOURCES &
SKILLS

MANAGEMENT
MATURITY (POLICIES,
PROCESSES, ROLES)

BALANCE SHEET
ANALYSIS (ASSETS,
LIABILITIES, EQUITY)

STAKEHOLDER
EXPECTATIONS

Evaluate portfolio resilience,
vulnerability, and growth potential
in light of their impact profile and
market opportunities.
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capital, technology, infrastructure,
and resource base for supporting
sustainable transformation.

Review governance systems,
policies, and management
processes across the organization.

Assess the long -term structure and
quality of assets, liabilities, and
capital financing.

Analyze expectations and
engagement of key stakeholders,
including customers, regulators,
employees, and ecosystem
partners.

INTEGRATIVE STRATEGIC DIAGNOSIS

SWOT ANALYSIS
(INTEGRATINGIMPACT &
PROFIT)

GAP ANALYSIS

Synthesize strengths, weaknesses,
opportunities, and threats using
both societal and business value
insights.

Identify misalignments between
current and desired performance.

Evaluates products, portfolio
and core business activities
impact performance.

Evaluates technological and
workforce readiness to deliver
societal value.

Ensures organizational
accountability for societal and
environmental performance.

Evaluates capital allocation
toward societal value (e.g.,
green finance) and the effect
of impact performance on the
elements of the balance.

Ensures stakeholders
expectations are included,
building legitimacy and
integrating their views as
relevant inputs.

Identifies societal strengths
and weaknesses (e.g., impact
leadership, stakeholder trust).

Highlights gaps in delivering
positive societal outcomes and
reducing negative impacts.

Strengthens credibility and investor
confidence through monetized
impact valuation, and points
towards the potential internalization
of externalities.

Assesses dependenciesand the
potential internalization rate of the
impacts on society.

Informs strategic foresight, market
adaptation, and early risk and
opportunity detection, as well as
purely financial contextual factors.

Identifies competitive positioning,
strategic gaps, and financial
performance improvement
opportunities.

Guides diversification and
innovation strategies for future -fit
markets and revenues with tools
such as the Ansoff Matrix.

Identifies internal strengths and
investment gaps for strategic
execution.

Strengthens governance
effectiveness and strategic thinking
in the organization.

Links sustainability to financial
structure, cost of capital, and
investor attractiveness, and
identifies balance sheet elements
affected.

Anticipates stakeholder -driven risks
and fosters collaboration for market
advantage.

Aligns strategic opportunities and
risks with business performance
and resilience.

Defines focus areas to strengthen
competitive and financial
positioning.

Value Balancing Alliance
Pilot Study 5 '*°

VBA w/alue to Business
Framework i%; A4S

wk F i Ot Tragsitinfarid ¥
NGFQFL GG CY BRSY
s2%

WEF Global Risks Report®;
David, Fred R.

Strategic management:
concepts and cases %1%

VBA Valuing Impact
Materiality °°; SBTN''% VBA
& WIfOR Benchmarks %
Porter Forces ¢

Ansoff Matrix % WBCSD
Portfolio Sustainability
Assessment % KREAB
Product Sustainability
Assessment ¥

UN SSE™; WBCSD and
COSs0'*

UN SSE*; COSO ERM*;
Hawthorne effect 124122

IFRS Accounting
Standards **%%; EU
Taxonomy *?% ICMA Green
Bond Principles 2

AA1000 Stakeholder
Engagement Standard %%
WBCSD; Social Value
International ***

David, Fred R.1°1%
Strategic management;
Saint Gallen Integrated
Strategy Model %°

A4S'?" Essential Guide to
Strategic Planning,
Budgeting & Forecasting
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ASSESSMENT AND AMBITION
Define ambition and

objectives

Ambition shapes how a company will move beyond business-as-usual, while objectives turn that
ambition into time-bound commitments . Ambition s should be framed in a way that deliver value to
both society and business, grounded in key value drivers and aligned with scientific pathways 99:90.132
They should balance risk appetite and capabilities for credibility and investment appeal . Innovation
needs could lead to different horizons: near-term pilots, mid-term scaling, and long-term model
shifts133 Ambition should be translated into objectives and resource allocation in the organization .

ASSESSMENT AND AMBITION
|dentify and prioritize

value drivers

Organizations need to prioritize and focus on key areas where action can have a significant effect on
impact and financial performance °8. Therefore, moving beyond long topic lists to root-cause analysis
that targets the strategic value driversv controllable factors that can enhance revenue, costs, risk,
valuation, and impactv is extremely relevant’. This reinforces the idea that it is crucial to identify and
manage the main levers that can influence the business and its impact. Some of the value drivers may
be sector- or entity -specific, showing the need to perform an internal assessment to identify them 44,
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2 a 2 Fvefwhys to reveal
value drivers

Start with a high-COdzOCo Ut s GL PO g

repeatedly to trace causal links, and find the
controllable driver at the root

The value-driver
Blaybook

bog GUAWG O
1. Scan sector evidence to surface relevant

impact and financial value drivers to your

6OYVaacGoLvenuol Peftingcleary

Internal Factors
that influence strategic ambitions

goals

1. Map ambition options across impact and
financial performance aligned with

model # Siglce scientific pathways and key value
ambition drivers 99,132,133

Amount of ) N . .

energy E;?er'gy 2. Diagnose root causes to name the 2. Test feasibility and appetite, setting

consumed efriciency actionable driver behind each priority topic A ROUNDED APPROACH tolerance boulrggaries and key
-25m USD . . Internal External assumptions i X
T 3. Consider trade -offs between drivers to e e 3. Benchmark and contextualize against
impact e - concentrate effort where business and standards, peer, and policy scenarios %

ype o ectrification H H 129 iti i
energy and transition Impact return is greatest E.g.: Corporate objectives, E.g.: Policy, regulation 4. Set an_ amblt_lon 'and convert it to 03
consumed to renewables resourcing, risk and resource, labour and objectives with time -bound targets

4. Prioritize the vital few and assign KPlIs,
owners and time horizons *

opportunity assessment,
intended outcomes

ecosystem service
availability, standards,
peer practice
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objectives whose accomplishment will lead to a cascade of favorable outcomes 1 i

Richard P.Rumelt

CASESTUDY
PRIORITIZINGKEY DRIVERS

A logistics company streamlined its sustainability
efforts, focusing on two key drivers: fuel intensity
per tonne-km and worker safety. Via 5-Whys
sessions, it identified fuel waste from idling and

safety issues from inconsistent yard procedures .

The company invested in driver eco-training,

dynamic routing software, and safety systems.

Within 12 months, costs per tonne-km dropped
124 scope 1 emissions fell 134 and lost-time
injuries decreased by 35% illustrating how
prioritizing the right drivers can enhance business
value.

Note: Graph elaborated adapted from WBCSD and COSO (2018)".

Quote adapted from Rumelt (2018)'28 Case Study source available
upon request.
9BALS (2024)

ROLE OF IMPACT ACCOUNTING
UNDERSTANDING VALUE

Impact accounting provides value factors that
express various effects in a unified metric,
helping teams understand context and causality
in the value chain® By monetizing drivers,
companies can effectively compare optionsv
such as safety improvements versus energy
redesignsv to maximize societal value and
compare its size with financial metrics. Its main
translate value drivers into comparable
valuations, and to highlight trade-offs and co-
benefits. The result is a defensible shortlist of key
drivers ranked by impact and value 13°

“UN PRI & Bain (2025)

129Deloitte (2024)
39Ympact Economy Foundation (2024)

Seneca, Moral Letters to Lucilius

CASESTUDY
A RENEWED AMBITION

An Asian manufacturer broadened its ambition
from a traditional, short-term to a dual
perspective of societal and business long-term
value creation. The corporate strategy team
defined several ambition levels and
characterized each by quantifying expected
impact and business return. After a feasibility
review, they checked alignment with scientific
pathways and standards, and assessed the
I't g | tolgrdrjce for ambition. On that basis, the
company set a new ambition addressing its most
impactful and financially profitable value drivers.
Note: Graph elaborated adapted from UN SSE (2025) %. Quote
adapted from Seneca (c. 65 AD) 131 Case Study source available upon
request.

%9UN SSE (2025)
103WBCSD and COSO (2018)

ROLE OF IMPACT ACCOUNTING
THE FINAL PICTURE

Impact accounting guides ambition -setting by
mapping activity to outcomes and defining key
indicators aligned with science. In turn, different
levels of ambition can be monetized and
compared within each other 130 This way, it tests
ambition tiers against scenarios and risk appetite
while clarifying trade-offs and co-benefits. Once
an ambition is set, these indicators turn into
objectives with baselines and review schedules,
ensuring credibility and adaptability as contexts
change °.

9|FRS Foundation (2024)

B9Ympact Economy Foundation (2024)

13Bysiness for Nature (2023)

13Poughnut Economics Action Lab & Amsterdam University (2022)
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ASSESSMENT AND AMBITION
Redefine internal

governance

Redefining internal governance means reshaping structures, roles, policies, and processes to align
decision-making with sustainable value creation. Organizations should distribute authority, manage
accountability, and link decisions to both impact and long-term financial performance . From an
impact perspective, this means defining responsibility for impact management and long-term system
health. From a profit perspective, it enhances decision quality, transparency, and resilient value

In focus
Redefining top -down, bottom -up
and external governance levels

Redefining leadership

Board endorsement is a prerequisite for redefining governance . Sustainable value
creation must be anchored in board oversight and tone at the top, ensuring that
dual impact and profit lenses are integrated into all strategic and decisions.
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creation by embedding long-term effects into the L + &35 ¢ fnAradgment logic.

Board & executiv e
responsibility

Organizational structure

Policies & management
systems

KPIs across the
organization

Defining roles at
function level

Governance for dual
value creation

1. Define board and executive
responsibility for sustainable value
creation

2. Update functional structure, governance
processes, committees, and decision
pathways

3. Assign clear roles and key KPlIs,
supported by capacity -building and
incentives °

4. Integrate sustainability criteria into
policies, risk management, and internal
management and control systems 80-82

<value creation must be built into the DNA of corporate governance ¢ not as a
separate pillar, but as the organizing principle driving long-term performance .o

Extracted from VBA member workshops

CASESTUDY
INTEGRATED GOVERNANCE

A health company restructured its governance
model to embed sustainable value creation

across all executive and supervisory board levels.

The company integrated impact into executive
remuneration, established cross-functional
impact steering committees, and merged
sustainability reporting with financial disclosure
teams. This transformation aligned oversight,
strategy, and operations under one governance
logic, reinforcing the T @ | &hift Ljoward health,
nutrition, and innovation.

Note: Graph elaborated by the Value Balancing Alliance. Quote
adapted from Value Balancing Alliance (2025)%°-82, Case Study source
available upon request.

ROLE OF IMPACT ACCOUNTING
ifGY"k@§o0aY~ko_
Impact accounting enables effective governance
by providing consistent, decision-ready data that
combines financial and societal performance . It
helps boards and executives evaluate trade-offs,
align incentives, and monitor progress toward
sustainable value creation, ensuring that internal
control, disclosure, and accountability
mechanisms reflect the same integrated logic of
performance and impact. It also provides
functions a single language to communicate 5

9|FRS (2024)
11%alue Balancing Alliance (2025)

A

o
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The finance function exemplifies how corporate leadership for sustainable value
creation is being redefined. The Chief Financial Officer is increasingly
transforming into a Chief Value Officer 134135 a role that unites financial and
impact information within one integrated management system. This evolution
positions finance as the connector between business performance and societal
outcomes, ensuring that purpose, strategy, and disclosure are aligned under a
single definition of value 136,

Redefining roles and function s

Embedding impact across all corporate functions transforms it from a specialized
department into an operating principle that guides every decision. As key
examples, finance integrates sustainability factors into investment planning, risk
assessment, and performance dashboards, ensuring capital flows toward long-
term priorities. Procurement strengthens supplier relationships by embedding
responsible sourcing and impact metrics, while operations enhance efficiency and
circularity in production and logistics. Research and innovation steer product
development toward measurable societal benefit, and human resources align
incentives, learning, and talent strategies with sustainability performance 5.

Together, these shifts institutionalize a culture of shared accountability, where
each function contributes actively to sustainable value creation .

Redefining shared governance

True integration requires governance mechanisms that connect leadership intent
with execution across functions and market actors. Internally, companies are
establishing cross-functional committees that bridge strategy, impact, finance, and
operations . These structures synchronize decision-making cycles so that all the
functions operate within the same system.

However, shared governance should also extend beyond internal functions to
value chain actors and strategic partnerships. Even if corporates are not addressing
an issue directly, they could become enablers by influencing suppliers (eg.,
resource use), distributors (eg. energy mix), financed and downstream corporates
(eg., basic services provision to local communities), and even final customers
(circular behaviour at the product end-of-life). Therefore, companies are
encouraged to establish joint governance platforms with suppliers, customers,
and peers to ensure consistent sustainability goals, data sharing, joint innovation
efforts and accountability along the value chain0344,

139ACCA and BDO Global (2023)
13Ympact Economy Foundation (2023)
BYIRCand IFA (2018)

S9Value Balancing Alliance (2025)

103BCSD and COSO(2018)
#4UN PRIand Bainand Company (2025)
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STEP 3

STRATEGIC
ROADMAP

VALUE BALANCING PLAYBOOK



