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State of the Art
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" Mainstream Definition of Social Value:
Sustainable Development
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« Based on three value Status of measurement
domains: systems
— Economic « “Triple bottom line”: KPIs e.g.
_ Social GC360, not yet quantified in
money units
— Natural _
« Environment and Natural
« Not yet formulated in IC Resource Accounting: well-
language, or in a language developed satellite to national
that fits IC discourse System of accounts
_ « Human Capital Accounting: less
 IC categories cut across two developed (e.g. HDI are only
SD value domains: indicators); not yet part of
economic and social national accounts
» Social Capital: no existing
measurement




, '
' —
o +

A Reformulation of Sustainable
Development towards IC Language
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Sustainable Development consists of "growths in
economic, social and natural capital that are not
at the expense of each other” (Talisayon, 2004)

« Problem: wide variety of definitions of social capital in
the literature; most common meaning is “social
relations that have productive benefits.” (Claridge,
2004)

* Problem: no single widely-accepted operational
definition and measurement of “social capita

III
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Two Separate Paradigms and
Discourses

Sustainable Knowledge-Based
Development Management

="knowledge management”
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Foundational idea:

Development along economic, social and Foundational idea:
environmental dimensions. Market values are created more by, and
consists more of, intangible assets
Discourse |arge|y among: (knowledge and other assets) than
Social and economic development tangible assets
planners
Discourse largely among:
Status of measurement: Corporate sector
“Triple bottom line” is very partially
developed _ _ Status of measurement:
Unit of analysis: nation, community Various IC tracking/accounting systems

Unit of analysis: organization/corporation




es r -
. —~
o

Knowledge-Based Development

Sustainable
Development

Rio Summit, 1992 World Bank, 2002-2005

Knowledge-Based | \ \r1onAL LEVEL
Development

Asian Development Bank, 2007

Lo oo, | Knowledge for Poverty | v ity | EvEL
Alleviation

CCLFI and PEF, 2008




ADB: Knowledge-Based Development

Knowledge-Based Development

Economy Society Environment
Tangible Azsets =ocial Capital Matural Capital

Information |CT for Developrment

| Knowledge-Based NGO Advocacy Metworks Building Networks
Knowledge < Economy Social Inventions Erviranmental Technologies Innovation

L Education for Sustainable Development Education

g Froduction Hurman rights Integrity of lite support systems

Values < Economic Growth Feace Ecological balance
Efficiency Equity Biodiwversity
L Cultural integrity

Source: Moving Toward Knowledge-Based Economies, Asian Experiences, ADB 2007
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KPA: “"Knowledge for Poverty
Alleviation” Model

Best-practice anti-poverty projects are those which
leverage on a community’s intangible assets:

Indigenous knowledge including traditional crafts
Human capital
Cultural capital

Access to natural and cultural resources, traditional, privately-
donated or government sanctioned

Social capital, within the community and between the community
and external sources of information and support, e.g. local
government, national support agencies, NGOs, etc.

Stakeholder capital, e.g. government franchise

Source: Talisayon and Suministrado, 2008




Next Developments:
(a) Redefine the term “capital”




HERNANDO
DE SOTO

Hernando e Soto d
Poor Dac

2000

These three authors are proposing: Let us STRETCH our concept of
‘capital” to include anything that can be used to create value or
anything that can yield regular income.
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Stretching our Concept of “Capital”
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TYPE OF CAPITAL EXAMPLE OF REGULAR INCOME

Natural capital: "My livelihood depends on fishing in this coastal
area.”

Technology + "We patrol our Marine Protected Area against
structural capital: poachers because it regenerates our fish stock.”

Social capital: "When I was a child, my godfather gives me a
cash gift every Christmas.”

Customer capital: "My customers keep coming back and boost my
sales because they trust me.”

Human capital: "7he Philippine economy gets $15 billion yearly
remittances from its overseas workers.”

Public infrastructure: "The new road enables me to sell my farm
proaducts to the town center every week.”

Source: Talisayon and Suministrado, 2008
BRSO eSS
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7" Stretching our Concept of “Capital
(continued)
TYPE OF CAPITAL EXAMPLE OF REGULAR INCOME

Human capital + access "My part-time job is French and Njponggo
to cultural assets: speaking tour guide in Bohol province. ”

Cultural capital + "Our Moriones tradition boosts our tourist
indigenous crafts: income every March.”

Access right through "Our agreement with the government gave us
formal agreement: usufruct rights over our ancestral domain.”

Traditional access "I gather and sell firewood from the communal
right: forest every Saturday.”

Indigenous “"Knowing the forest intimately enables the Ayta
knowledge: to survive there for months.”

Structural capital: "My PowerPoint presentations attract more
clients to my workshops.”

Source: Talisayon and Suministrado, 2008
BRSO eSS
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*  Many factors contribute to wealth
- \\! - "
creation - “Metacapital
Wealth/Value Creation
or Production
or Performance
\ g Q n \
Technology, _ _ Integrity capital
Public infrastructure Social capltgl, “Positive psychological capital”,
Cultural capital “Emotional capital”
Factors of Production: o T e
Land, Natural capital, " Intellectual Capital=
Labor, Biological capital, | Human capital + :
Capital Biodiversity capitali Structural capital* + |
Energy capital ! Stakeholder capital** !
_ I*or process capital or internal capital !
Tangible asset, : ** or relationship capital or customer !
Intangible asset | capital or external capital :
_ & I\ Knowledge asset ,l
Source: Talisayon and Suministrado, 2008  Ne - - o o o oo oo oo - - - .
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Next Developments:
(b) Redefine the scope of “intellectual
capital”
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To Avoid Sub-Optimization: Shift from
Corporate to Wider Social Perspective

To owner of To other
enterprise people
Creation of market value
Benefits | e & what drives the | Social benefits
Opportunities enterprise
A Social costs:
Costs enterprise
Ricks owner does not
1\ feel this
|

Enterprise account looks
onby at these two boxes
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Re-Scoping “Intellectual Capital”

“Stakeholder capital”, "Customer capital” or “Relational capital” misses
the fact that the quality of intra-organizational relationships (e.g. “team
building” and “team learning”) also contribute to value creation. Use
“Relationship capital.”

“Corporate social responsibility”
(CSR) is primarily to enhance Nl ocal Enterprise
stakeholder capital (“triple bottom " AL
line” is only for PR purposes). New
forms of enterprises are evolving
(“socially-embedded corporations”
and “social enterprises”) towards
genuine pursuit of the “triple-

Charity
organization
relies solely

Charity
organization
w/substantial
trading/
contract
activities

Commercial
enterprise
with/without
corporate
social
responsibility

Commercial
enterprise
with social
returns on

investments

enterprise
with a social
mission a
profit-making
business
model

on fund
raising and
grants

bottom line” (Talisayon and Leung, [ Fumencapsl | £ [ |
2009) | Structural Capital E:g@ ] Value
i 1 . ationshi i _g E 5
Intangible assets include affective ~ —oetenhpCentel 85 | : \_Creatlon \
£
= :I

factors. Are these parts of IC alsg? | Tengblefsets




' 6’ : ; _
4 g
'O
o 2

Next Developments:
(c) Retain “value creation” objective
but expand its scope/application
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Example 1:
A Value Creation-Destruction Scale for
Assessing Social Enterprise Innovations

Value Creation Scale
Value |All= present and future generations
Destruction |Many
of: Few
Transfer |Few
to: Many
Value |Few
Creation |Many
for: All= present and future generations

GO~ R|w N

Social Enterprise (SE) _
NGO AL Business

LA N
r 5 / ~

Charity

Social
enterprise

Charity Commercial Commercial

organization organization PR enterprise enterprise
relies solely w/substantial B with social with/without
. mission a
on fund trading/ e returns on corporate
raising and contract P b ng investments social
S usiness g
grants activities responsibility

model

Source: Talisayon and Leung, 2009
BRSO eSS




Examples of Application
of Value Creation-Destruction Scale

Examples 1 2 3|4 5|6 7 8

Global nuclear war .
Conventional war .
Proletarian revolution .
Sheriff of Nottingham; pure rentier firms .
Robin Hood; socialism .
Capitalism with uneven playing field .
Social market economy ~German model .
Protected nature reserve; protected species .

Source: Talisayon and Leung, 2009
BRSO eSS
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A Value Creation-Destruction Scale for
Assessing Social Innovations
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Value-Destroying Social Innovations 1 2 3|4 s|le 7 8

OPEC; any cartel of extractors of non-renewables .

Mining firm; logging in the Amazon forests . . .

Polluting firm; tax-evasive firm; illegal drug industry . .

Legalized and illegal gambling, casinos .

Burglars, robbers, thieves, financial scams .

Marxist confiscation from rich and transfer to poor - .

Taxation + subsidies in democratic governments |

Boxing as a paid spectator sport; cockfighting . .
Value-Creating Social Innovations 1 2 314 516 7 8

Oligarchic capitalism + regulatory capture . .

Enclave corporation .

Firm + corporate philanthropy .

State-owned/controlled enterprise . .

Firm + corporate social responsibility |

Employee-owned corporation; cooperative * | o

UNESCO, UNEP and other UN agencies . .

Firm + ISO 14000 certification . .

Community-based sustainable livelihood system . .

Socially-embedded firm? + "Triple Bottom Line" oo e

Costa Rica's Biodiversity Law oo




Example 2:
Estimation of Global Stocks

China GDP: $4.7 trillion

US human and social & forex reserves: $2 trillion
capital: $163 trillion
US GDP: $14 trillion Global GDP: $62 trillion
Inner, Tacit Outer, Explicit
B o . b ]
Individual Huc{}m ﬁ:%f?li‘wlﬁrlliﬁgtlﬂf ' R e a0,
: C ! technology, household ts
Ip em {:}nal intelligence \ \
« Relationship capital: trust, Strutural/process capital;
Group teamwork, morale, mutual . Tangible assets: building,
support, shared vision __—r"| equipment, financial resources
Planetary ||/ Relatienship capital ¢ Natural capital
My estimate of Middle East oil income
global knowledge up to 2020: $4.7 trillion

assets: ~$766 trillion




Example 2:
Estimation of Global Stocks

Worldwide corruption: ($2 trillion)
Total loses from global

Losses from Wall Street financial crisis: ($50 trillion)
meltdown: ($8.3 trillion) US Federal debts:
($65.5 trillion)
Inner, Tacit Quter, Explicit
Human\capital: "know-how";

Individual commitment: "willing-to";

emofjonal intelligence

Tangible assets: toolg,
/ technology, household ts

Relatiunhip capital: trust, ® Structural/process capital;

Group teamwork, morale, mutual Tangible assets: building,
support, shared vision equipment, financial resources
Planetary | Relationship capital | |, « « Natural capital 4 |
5-20% world GDP lost Annual forest loss:
yearly from climate change: ($2-5 trillion)

($3+ trillion) in 2009
Middle East oil depletion

My estimate of annual risk of up to 2020: $4.7 trillion
global nuclear war: (~$590 billion)
or NPV: (~$11.8 trillion) Annual mineral depletion:

(~$2 trillion)
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Example 2:
Estimation of Global Stocks

Stock of

Intangible Assets Stock of
(mostly knowledge, Tangible Assets
appreciates with use) (depreﬁf‘:)es with

Losses from Global

Financial Crisis
(from loss of business
confidence)

O Annual Depletion
of Natural Resources

(non-renewable;
regenerative stocks)

O Present value of risk of global nuclear war

(probability can quickly change overnight)
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Summary




There is still a long way to go...
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If the IC framework is to be usefully applied to
the social development sector, the following next
steps must be undertaken:

« Expand the concept of “capital” to "metacapital”
« Broaden the perspective from corporate to social

 Retain the value creation objective but expand its
scope/application

« Formulate operational standards for the above to
prepare for development and testing of measurement
systems
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Thank you




