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The Case For Impact:
A Guide To Creating Value In A

World Of Social and Environmental THE IMPACT
CHALLENGE

The Impact Challenge:

Reframing Sustainability for
Businesses

e REFRAMING SUSTAINABILITY
Z& . Sonja Haut
FFEH : 2022/4/24

Approaching impact from a different angle, the Yanagi model
provides evidence for purpose in market valuation based on the
company’s tpact. Professor Ryohei Yanagi, former Global CFO
of Exsai, noted: “We have astatement of purpose, like all pharmaceu-
tical companies but [ wanted to take it one step further and quantify
it.

FOR BUSINESSES & ' Alessia Falsarone
F5ER : 2022/4/24

ALESSIA FALSARONE

TECHNICAL NOTE — THE YANAGI MODEL

First introduced in 2018 by Dr. Yanagi, the model aims to
identify the relationship between the walue of corporate

investments in intangible assets (e.g., enwvironmentally
and socially relevant assets, or non-financial capital) and
corporate value as defined by the traditional shareholder’'s
metric of share price-to-book value ratio (PBR).

By leveraging the empirical evidence from Eisai Co., Ltd.,
Dr. Yanagi's findings underscore the statistical relevance
of non-financial capital investments (such as human
capital and metrics of emnployee wellbeing) toward positive
contribution to future profitability of the organization in
the medium to longer term.

By employing multiple-regression analyses of Eisai's
KPIs (88 factors) owver a nearly 30-year history of PBR
data and the Digital ESG Platform by ABeam Consulting,

HBS George SerafeimZEIEDEIE ;
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FE 2019 joint-research w/HBS for IWAI

EESH 3,207

7o LY A ¢ 2469

EBITDA*! 611

a5 ast 358

RHEE~DAL /0 F A2/ +  EBITDA (%) 5EEUNEE (%) BE (w
SE&DE 343 55.99% 13.87% 95.83%
EEB DL 3 (7) -1.17% -0.29% -2.00%
INET 335 54.82% 13.59% 93.83%

FEHEDIAI 2 =T L ~NDAL /Y0 |
XA IN—= T 4 x4 (78) -12.70% -3.15% -21.73%
g it =~ D EEL xS 11 1.81% 0.45% 3.09%
BT (67) -10.89% -2.70% -18.64%

Total Impact 269 43.93% 10.89% 75.19%
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Positive Employment Impact as % of Total

Salaries Paid, 2018 —
90% Eisal: 75%

80% (2019)

80% 79% 75%
(o]
70% 65% 0
coq 6% C 6% 6y
(o]

60%

50%

40%

30%
Cohort Details:

20% +2018 Analysis
*Total Revenue: $218 b

10% *Total Employment Impact:
$31b

0% *Total Employees*: Over 600k

Accenture Bank of BNY Cisco  Facebook Salesforce Starbucks PepsiCo
America  Mellon

Note: Due to insufficient data, certain analyses were excluded from this company cohort that are important to understanding organizational employment
impact. These dimensions are illuminated in “Accounting for Organizational Employment Impact” (Freiberg et al, 2020), and include: Wage Equity, Career
Advancement, Safety, Culture, and Workplace Wellness.

*Number of employees as reported in company-filed EEO-1 disclosure. All employees assumed to be Full Time. Future analyses will incorporate ng Time
and supply chain workers to depict more comprehensive workforce.

** EBIT is used in place of EBITDA for Bank of America and BNY Mellon. Source: HBS for IWAI
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%1 [Human Capital Report 2023| D &V M4IEIRIET 5557880, O https://www.eisai.co.jp/ir/library/annual /pdf/ pdf2023her.pdf
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Monetary valuation”

One of the first Impact-Weighted Accounts Initiative (IWAI)
case studies built on the Employment Impact Statement from
Eisai's non-consolidated figures in the fiscal year 2019.The
wage indicator is not the total salary but rather an adjustment
for the marginal utility based on the annual income and wage
differences between men and women. Employee opportunity
IS also adjusted for the gender gap in promotions and salary
increases. Diversity is adjusted simply for the gender ratio in
Japan compared to Eisai's workforce. These calculations led
to the conclusion that Eisai created value worth 26.9 billion
JPY and the results suggested that Eisai's ESG earnings
before interest, taxes, depreciation, and amortization
(EBITDA) increased up to 144%.

The company publicly disclosed their results in order to
advocate with their labour unions and CFOs from overseas
subsidiaries, to argue that, even with competitive salaries,
they need to continue to promote further representation of
women during hiring, promotions and advancements.

Danone’s earn
environmental [
share metric ISP

greenhouse g3
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its carbon-ad|
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