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Abstract

This paper describes a phaswise development approach,which
generates a sequence of meaningful interpretations of Corporate
Sustainability and Corporate Responsibility (GR). These interpre
tations constitute the basis of the European Corporate Sustainability
Framework, recently developed with the support fothe European
Commission. This newgeneration management framework supports
organizations in managing complexity, implementing CSR and
corporate transition. The framework also sets the foundation for a
systemic and coherent set of sustainability tools fomanagement
purposes to be used in a stakeholder approach.

a 1. The concept of Sustainable Development

The Club of Rome awakened the world in 1972. Two centuries after Malthus, the issue of limitations
growth and their consequences for the worldrem$roduced. This time the focus was not the
accelerating growth of the population, but the devastating effect human activities have on the ecoloc
environment. Whether one supports the Club of RomeOs findings or not, their report was a glo
appeafor every one in society to take responsibility for the ecological environment; not only in relatic
to oneOs life, family, company or country, but to the world as a whole.

A number of norgovernmental organizations were founded to support the ecelogicaiment. In

the eighties a more socially oriented awareness arose, based on the roots of early twenty century
movements. The basic concept emerged that organizations are open systems, which in order to er
success and assure continuity, teadeal with differergtakeholdefse distinct notions of ecological

and social responsibility were slowly converging.

The World Commission on Environment and Development, chaired by the former Norwegiar
president, mrs. Gro Harlem Brundland, produaepart in 1987, titted, OOur Common FutureO. In
this report the commission formulated the-kvedivn definition of Sustainable Development: the
development that meets the needs of the present without compromising the ability of futur
generations to metteir own needs.

Apart from the difficulty of knowing the exact limits and requiremerid thus norms for
contemporary business activities, it apparently left a challenge for business to oversee the consequ
of their impact on a variety of stakddecs. The report introduced a new stakeholdature
generationsto a growing list of entities that request companies to be accountable for their activities.

Organizations are traditionally geared at the interests of financiers and owners.ir8y theowid
financial figures, annually or even quarterly, they can meet their needs for information regarding tt
performance. However, new groups have entered the scene: literally thousands of NGOOs, defer
issues, such as wildlife, natural environreeaial groups and specific principles; neighborhoods and
societies at large, and not in the least, their own employees. They have noticed the impact of corpc
activities on the quality of their lives and what they hold dear and therefore holdoosrporat
accountable. Via governments and industry organizations regulations are tightened too meet ri



expectations. When these measures are not sufficient, consumer boycotts and publicity campaigns
suddenly pop up which often can ruin corporate brBoésto these activiti®or even the risk these
activities might occd companies become more sensitive to the demands of the new stakeholder:
The questions is: does these countervailing powers push companies up to a level, business is al
meet theequirements proposed by the Brundland Commission?

In this paper, the author investigates a phase wise develop approach to mankind, business and soc
Their evolutionary development show and ever increasing process, despite the ups and downs
conplexity and inclusiveness (van Marrewijk, 2003) with business responding to challenges due
changing conditions (Beck & Cowan, 1995) in markets and societies.

a 2. A phasewise approach towards development

Value Systems

Abraham Maslow (1968) declatexlfive basic ne€dsf human individuals, implying that individuals
would strive for the next hierarchical need as soon as the former oneOs had been fulfilled.
contemporary, professor Clare W. Graves, opposed to the idea of a closed hieranthiynattorQs

as its final goal. After years of empirical research regarding values and levels of existence (\
systems), he concluded that there are many ways of achieving these needs. According to Gre
mankind has gradually developed eight core spdbems so far. A value system is a way of
conceptualizing reality. It encompasses a consistent set of values, beliefs and corresponding beh
and can be found in individual persons, as well as in companies and societies.

The development of value gyss occurs in a fixed order: Survival; Security; Energy & Power; Order;
Success & Entrepreneurship; Community, Synergy and Holistic Life System. Each new value sys
includes and transcends the previous ones, thus forming a natural hierarchy (or holarchy)

A value system develops in reaction to specific environmental challenges and threats: the sysi
brighten or dim as life conditions (consisting of historiesgeographiPlageexistentiaProblenasd
societaCircumstanagsange. Graves, and suscessors Beck and Cowan, have made clear that entities
will eventually try to meet the challenges their situation provides or risk the danger of oblivion or ev
extinction. If for instance societal circumstances change, inviting corporations to aedpond
consequently reconsider their role within society, it implies that corporations keligntthesr value
systems and all their business institutions (such as mission, vision, policy deploymemzakiagision
reporting, corporate affairs, etcagt¢o these new circumstan¢esn Marrewijk & Werre, 2003)

The quest to create an adequate response to specific life conditions results in a wide variety of sur
strategies, each founded on a specific set of value assumptions and demonsitateohstittgions

and behavior. This concept is known as a p¥aserientation to development.

These value systems reflect their specific vision on reality (worldview), their awareness, understan
and their definition of truthThis is why in Selat, Genoa, Prague representatives of the Global Civil
Society clashed with politicians and industrialists; their value systems do not align, there are conflic
truths and worldviews and opposite strategies as to how to deal with (their interghetagon o
situation.

The principles behind evolutionary development

Ken Wilber (1995an American contemporary philosopher, has studied evolutionary developments i
great depth. He supports Graves when stating: OEvolution proceeds irreversibly iroth@fdirect
increasing differentiation/integration, increasing organization and increasing cdmglbigtyO
Ogrowth occurs stageand stages arankedn both a logical and chronological order.O In grasping
the Otendencies of evolutionO, Wilber obstomedundamental capacities: -pedfservation, self
adaptation, selfanscendence and s#ifsolution. Itsagencl its seHasserting, sqbfreserving
tendencie® expresses iwholengds relative autonomy; whereascasimuni@nits participatoy,
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The needs are : psychological, safety, love, esteactuaéifation
See also M. Foucault, The Order of things (1970): OtruthO is simply an arbitrary play of power and convention.
®  Wilber, K., Sex, ®logy and Spirituality, Shambhala, second edition. 2000, 1995 (page 19, 74)



bonding, joining tendenci®®xpresses ifartnests relationship to something larger. Both capacities
are crucial: any slight imbalance might jeopardize existesians$eiidence (or sekinsformation)

is the systemOs capacity to reachcb#tydmiven, pushing evolution further, creating new forms of
agency and communion. Current manifestations of OexistenceO can also break down and do so alc
same vertical sequence in which they were built up.

These four capacities or OforcesO anstiant tension: the more intensely an entity preserves its own
individuality, preserves it wholeness, the less it serves its communions or its partness in larger and \
wholes and vice versa. This tension can be manifested, for instance in thbetee#tint rights
(agency) and responsibilities (communions), individuality and membership and autonomy a
heteronomy. The negative consequences of globalization are good examples of these tensions.
most multinationals owemphasizing their s@lfesevation (agency), and thus ignoring their
participatory role within the community at large, the Othreefold global crisis of deepenfiig povert
social disintegration, and environmental degradationO (Korten, 2001:13) gave rise to major critiqu
the busiess environmentlt inspired a few individual entrepreneurs to immediately transform their
businesses. The majority, however, try to ignore it and continue to disregard their responsibility for
impact on the physical and social environment.

Fortunatel, more and more organizations are accepting their new position in society. They devel
new values, new strategies and policies and new institutional arrangements that support tl
functioning in areas that were once left to Governments and Civil, $ededtging their roles and
relationships with others.

The Club of Rome, the Brundland Report and the more recent appeals of thousands NGOOs
business, all confront corporations worldwide to redefinedh@inunjdahe recognition of being part

of society and being accountable for the (negative ) impact of their actions with respect to vario
stakeholders, including the ecological environment. Fortunatehgealsplated phenomena push
corporations to a more stakeholder related approach.iohhjif corporations are focused on
managing their resources, including human resources. Within their hierarchies they apply systerr
control to optimize processes and the use of their resources. The growing perfection of these busir
practices leavess and less opportunities for growth and productivity gains. In stead, corporations sta
to recognize that stakeholder engagement creates new ways for growth and performance improven
This time the focus is on the added value that emerges withusitiess chain, thus including the
impact on various stakeholders. An example of these new phenomena can be found in the approac
Great Places to Work™ (van Marrewijk, 2004). Companies with such status in the USA have realize
four times higher incre& in stocks than the average of the Standard and Poor Index, measured o
the same period. Thus, the trend of companies to combine a resourced based approach witl
stakeholder oriented approach coincides with societal pressures on companies tbepeorap,
transparent and collaborative in meeting society needs. See also chapter 6.

a 3. Evolutionary development of the concept of G

An intensive debate has taken place among academics, consultants and corporate executives resul
many definibns of a more humane, more ethical and a more transparent way of doing business. Tt
have created, supported or criticized related concepts such as corporate sustainability, corpo
citizenshify sustainable entrepreneurship, triple botton, Imgsines ethid corporate social
responsibiliffand corporate societal accountabiility

4 About 2.3 bn people live on less than 2$ per day. The income of the top 20 in developing countries is 37 times the
income of the bottom 20 and it has doubled in the last dS8esdalso Korten (2001), WRI, UNEP, WBCSD.

5 See f.i. Drucker (1984), Hawken (1993), Elkington (1997), Zadek (2000)

6 Marsden and Andriof (2001) define good corporate citizenship as Ounderstanding and managing a companyOs wider influences ¢
society fothe benefit of the company and society as a wholeO

7 Elkington (1997): OTriple Bottom Lined or OPeople, Planet, Profitd, refers to a situation where companies harmonize their efforts
order to be economically viable, environmentally sound and szspalhsible.



The concept of phasgse orientation towards development leads to the conclusiam tfxtl
embracing® broadly defined notion of CSR, encompassing the variousf nelibes terms, is too
vague to be useful in academic debate or in corporate practices. Instead of mentioning the principle
charity and stewardship as the roots of CSR, the author introduced two other principles as the driv
forces behind Corporagustainability and Corporate (social) Responsibility-By. TBese are the
Onatural tendencies of evolutionO discussed above: the principle of Adeteryn{Satibn or self
preservation) and the Principle of Communion. In combination, the taiplesirallow each entity,
individual or group, to act according to its awareness, capabilities and best understanding of
situation, provided it does not interfere with the freedom of others to act in obtaining a simila
objective. The right to be, thght to define its role within a given situabidhe manifestation of
agency or autonon®yis balanced by the moral obligation to be accountable for its impact on the
environment. It is communion that stops freedom when it interferes with the freetloensoBBeing

an entity within something larger, obliges to adapt to the environment, adjust it self to changil
circumstances and be accountable for oneOs impact on others.

With the ecological and social issues gradually converging, also the cosuasfamaidility and
responsibility have merged (Keijzer, 2002) as the two sides of a coin. Instead of regarding then
synonyms, as most do, it is more adequate to associate Corporate Responsibility (CR) with
communion aspect of people and organimtand Corporate Sustainability (CS) with the agency
principle. Therefore responsibility (CSR) relates to phenomena such as transparency, stakehc
dialogue and sustainability reporting, while sustainability (CS) focuses on value creation, environme
management, environmental friendly production systems, human capital management and so forth
a combination they are referred to aR@%n Marrewijk, 2003).

With various Oworldviews, value systems and related institutional structacbstio®fitseallO
concepts of for instance BSare oversimplifying the topic at hand or is turning them into normative
statements. Instead, a sequence of meaningful interpretations aligned with the various developn
stages is more appropriate. Van Marrewijk Vdade (2003) developed a sequence of specific
definitions matching the developmgaivarenessand ambition levels of organizations. These are
listed below:

1. Compliandeven GB (OrdeBlue) CSR at this level consists of providing welfare to society,
within the limits of regulations from the rightful authorities. In addition, organizations might
respond to charity and stewardship considerations. The motivationRorsGBat it is
perceived as a duty and obligation, or correct behavior.

2. Profidrien CR (Succé€3sangelCSR at this level consists of the integration of social, ethical
and ecological aspects into business operations and -teglsia) provided it contributes to
the financial bottom line. The motivation forRC& a business eaLSR is promoted if it
reduces risks or increases profits, for example because of an improved reputation in varic
markets (customers / employees / shareholders).

3. Cardriven GB (Communi®yeen)CSR consists of balancing economic, social andyeadlo
concerns, which are all three important in themselveR. idfatives go beyond legal
compliance and beyond profit considerations. The motivation-forsdBat human potential,
social responsibility and care for the planet are important as such.

4. Systemddven GB (Syneryelloyv CSR consists of a search for vialanced, functional
solutions creating value in the economic, social and ecological realms of corporate performar
in a synergistic, wingether approach with all relevant $kalkiers. The motivation for CS is

8 Kilcullen & Ohles Kooistra (1999): business ethics is Othe degree of moral obligation that may be ascribed to corporations beyond
simple obedience to the laws of the stateO (p. 158).

9 EU-Communication July 2002: OCSR is a concept whemgignies integrate social and environmental concerns in their business

operations and in their interactions with their stakeholders on a voluntary basis.O

Gsbbels (2002). The term Osocietal responsibility® covers all dimensions of a company6istiomsttps with and

responsibilities to society as a whole, with Oresponsibility® more adequately replaced by Oaccountability®

10



that sustainability is important in itself, especially because it is recognized as being the ineuvit:
direction progress takes.

5. Holisticalyriven CB (Life SystefrurquoiselSR is fully integrated and embeddeéviery
aspect of the organization, aimed at contributing to the quality and continuation of life of ever
being and entity, now and in the future. The motivation f& 8Shat sustainability is the
only alternative since all beings and phenomena asdlynaterdependent. Each person or
organization therefore has a universal responsibility towards all other beings.

The above defined principle of skdferminationagencwallows each and everyone to respond to
outside challenges in accordance tonitsawareness and abilities. Any organization has the right to
choose a position from 1 to 5. However not all these positions are equally adequate response:
perceived challenges offered in the environment. Due to the principle of Communion, godities are
of a larger whole and thus ought to adapt it self to changes in its environment and respond
corrective actions from its stakeholders.

Unfortunately, the Omost adequateO response an organization can choose is not necessary ol
includes the ietests of future generations. Since this interest is not effectively voiced by governmer
or international legal bodies, let alone put to practice, or defended by the society &R laei@or@S
meets the norms for Sustainable Development.

As it is impssible- and more important, unethicalo force people to think and act in the most
advanced and sophisticated ways, we must settle with an approach that supports companies to
corporate performance improvements, with reference to financiahngbei@logical indicators.

This approach places-3n the quality management tradition and can thus be regarded as the ne)
step in Business Excellence. Before we deal with a management framework supporting corpol
improvement, including &8 we willfirst elaborate on changing paradigms and their impact on
corporate institutional arrangemeints.

a 4. Shifting paradigms

In Multiple Levels of Corporate Sustdabgityan Marrewijk and Marco Werre (2003) showed that,
like CSR, all corporate tagities can be approached in a developmental way. For instance, the role o
adequate leadership appeared different for each context and situation. The same applies for pe
management, and all other management disciplines. Careful analyses denhanst@igolate
paradigms switched with each emerging value system. This means that management disciplines
particularly the ways they plan, implement and assess their activities, transform from one coheren
of institutional arrangements to the n&xtecific interventions can thus only be addressed adequately
within a specific context and situation. The Transition Masee below summarizes the basic
characteristics per discipline and per paradigm/value gysterilarrewijk & Werre, 2003 avan
Marrewijk, 2004).

clarity, justice, one truth

satisfaction, comgéion

openness, trust

Principles Compliance-driven Care-driven
Order (Blue) Success (Orange) Community (Green) Synergy (Yellow)

Environmen- | Ordered relationships | Many viable alternatives The gap between people | Complex problems that
tal challenge | requiring legitimization | for progress, prosperity | and their (material) cannot be solved within the

in order to ensure and material gain since | possibilities has become | current systems as

stability and security for | change is the nature of | disproportionately large | awareness of broad

the future things interconnections grows.
Values Duty, obedience, loyalty| Productivity, personal | Harmony, equality, Insights, tolerance, integrity
examples guilt, discipline, stability,| esteem, image, reward,| consensus, honesty, long tern orientation,

systemsthinking

Organization
structure

Strict hierarchy;
functional departments

Hierarchy, but more
flexible; often a matrix
structure

No hierarchy, as everybod
is equal as flat as possible

A network structure with a

common goal, while

anchored in previous syste

Decision The decision should be | Financial priteria: Decisions are taken after | Balanced, functional
making taken by the correct Shortest Opay out perio| consensus or at least with| decision making, taking int
criteria authority according to | highest expected profit, | consent of all relevant account all available




the proper procedures
and in linewith
the basic purpose

return on investment or
shareholder value

stakeholders, criteria relat
esp. to Pedp and Planet

expertise and consideratio
with a long term view
perspective

Decision Top down, while Top down, but good infg Bottom-up; group decides;| Top-down and bottorup
structure applying the procedures| from the bottom is sociocratic balance; based on under
from higher authorities | always welcome standing of the matters at
hand
Main Management and board| Additionally: owners, Additionally: employees, | Additionally: society at larg

stakeholders

banks, politicians and
customers

volunteers, and
neighborhood

Neighborhood | Compliance with High visibility projects | Supporting neighborhood | Together win apprazh
relevant regulations; boosting reputation development
charity tichesse oblige
Leadership Manager: planning & Entrepreneur: creating | Servant leader: act as coa| Integral leader: applying lo
style control, budgets and service and process in supporting stakeholderg term, visionary approach;
resource optimalization | innovations; getting (esp. colleagues) in achieving buyin with
things done obtaining the orgnizationQ| relevant stakeholders in or
goals to create added value for &
Communi- Top-down announcemer Esp. supporting A platform for stakeholders Inspiring people to act in
cation of decisions; codes and | marketirg efforts; to express themselves; accordance with the vision
procedures seduction binding
People Custodial; Supportive; Collegial; Motivational;
Management | Authoritarian Manipulative Participative, supporting | Interactive
style®
Dept. People | Personnel & Human Resource Human Potential Human Capital Manageme
Management | Organization: Management: Management: competency aligning individual and
administrative optimalization and development and trust collective interests
satisfaction
Workplace Compliance: meeting | Costeffective actions to| Endeavors sgeifically to | Individual and collective

environment

physical and safety
requirements;
Standardization of work

improve employee
satisfaction in order to
increase productivity an
decrease employee
turnover

increase personnel well
being;

Corporate culture is often
considered a major theme

alignment of requirements
and facilities, supporting
dedication and individual
motivation

Safety & Compliance with Costbenefit appraisals | Management system on | Pro-active policy, linked wit
Health regulatiors; of possible safety and health, includin| people management (HRM
Inventory of common improvements sociopsychological and custom made
problems and systemati dimensions arrangements for individua
response employees
Diversity Homogenic labor force | Diversity only receives | Policies for emancipation | Women and minorities in
attention when it of women, colored and management positions
increases results disabled persons (provided thg qualify)
Consumers Company oriented, Market oriented, but still Discovery of the human | Truly customer oriented: e.

supply push

basically supply push

being behind the custome

co-creation, design for all

Prices based
on:

Integral cost price plus

Market price/value

Fair price

Perceived value

Suppliers

As few as possible; focu
on economies of scale
and vertical integration
(hierarchies);

Subcontracting based o
strict cost based
contracts (wirlose
approach); output contrg

Introduction of ce
makerslp

Process control and intern
audits

Strategic partnerships
(together win approach);
Externally verified audits

Figure 2. Corporate Transformation Matrix

Corporate ambition levels and related CS interventions require a supporting institutiooak framew
and value system. The matrix distinguishes four types of organizations at different developmer
stages, their corresponding institutional framework, demonstrating different performance levels
corporate sustainability.divalue based approdetalttype organizatiansviarrewijk (2004) developed

a sequence of the ideal type organizations, focusing on their institutional structures, while basec
different levels of existence. In practice, especially large companies show combinatiens of th
institutional arrangements, firstly due to the fact a system includes its previous systems; secondly
organization could be moving towards emerging levels without having consistently applied
consequences to all aspects of the organization;, thadigular disciplines are best done at a
particular level, such as finance, accounting, laws and maintenance are best attended in Order (I



sales and marketing in Success (orange), people management in Community and leadership and
in Synergy (Ylew).

The question now becomes, Ohow to move forward within this matrix?O. Therefore, the next part
this paper focuses on the European Corporate Sustainability Framework and subsequently its rel.
tools.

a 5. European Corporate Sustainability Fraework-ECSF

In his proposal to compete for a tender issued by the European Commission, van Marrewijk listec
few pressing questions:
E Do we know how companies can transform into sustainable organizations? Do we know what perfor
valida indicate the companyOs respmrSitéhbehse the consequences of investing in sustainability with
the financial performandeldbarvalue and the companyOs risk profile? How responsible, ethical, envirol
friendly isngmanyA compared with company B? Who is the best? We cannot tell.
Unfortunately, despite the number of ideas and circumstantial evidenoes, daiitldsvandnreparts,
bumess professionals lack a sound, broadly accepted and apprbegattreroriothegasure, apply and devel
corporate sustdityalithin their business environment. They are stuck in a trial and error approach, with
never achig the desired aspirations.

These critics were formulated in Spring 200&.BRsic idea was to end a creative period of Olet
hundreds flowers blossomO and create an overall framework that respectfully clusters ambiti
regarding G®& with feasible implementation strategies. Wh&bu&ness people, policy makers and
academic® are not able to select a winning strategy to actually impleriRnar@Sachieve
sustainable progress, the debate eR ®8uld remain vague and impractical and would turn more and
more executives to look for the next management Ofad®. Our sinaéiom risotiy support the
development of GB in order to contribute to a corporate transition to a more sustainable busines:
approach. To our opinion, €&Sis not a hype, but should become a mainstream approach in corporate
business and European policy mgki

The proposal was accepted and from January 2002 until June 2004, an international consortiun
academics, consultants and quality experts, developed and tested the European Corporate Sustain:
Framework (ECSF) and a set of relate® @®ls. t is a new generation management framework, that

is able to support companies in demonstrating responsible ways of doing business and achieving hi
performance levels as sustainable operating organizations. This way ECSF can contribute to Euroj
busiresses manifesting the European values and sustainable principles in achieving world ¢
corporate performance.

Supporting Concepts

Mainly sponsored by the European Commission/European Social Fund, coordinated by the Erasmr
University Rotterdam, and-ceeated by companies as Unilever, Nashuatech, Granarolo and Nokia,
the ECSF consortium has created a new generation management framework. This ECSF framewo
based upon three basic concepts. The first one is the phase wise orientation towards tdaselopmer
based on the Gravesian definition of different levels of existence. The second concept is derived frol
holistic process tool, in the Netherlands familiar as SQEME". The third concept has been developed
a EU sponsored research project (1996) kasvithe OEuropean Ways to Excellence®. As the former
has been described above, we shortly introduce the later two:

SqQEME”
Through this methodology the object of observation is approached in a holistic way, instead of the

traditional way of dividing thelgect into smaller subjects until one arrives at a size which can be
described in full (reductionism). The disadvantage of the traditional scientific methodology is that ont
may easily lose sight of the interconnection of all parts and so lose fghtlpéth as a whole. With



this SQEME"™ methodology one may not understand every detail but the object can be observed as a
integrated and coherent system. This way one is better able to understand interrelatedness betweer
different areas of managemerdrdion in relation to Corporate Sustainability and Corporate
Responsibility.

The SQEME" approach is based on four focus points in analyzing the same complex reality. It accep

subjectivity as a phenomenon and deals with it by consistently usingrthasédas as a mutual

check leading to an integral, complementary, verifiable and specific approach to a particular object ¢

phenomena. The views through these windows partly overlap, but by using one image as a point of

reference for analyzing the nerk can get a more detailed impression of what is really happening.

These four windows are named: Constitution, Chemistry, Construct and Control.

I By Constitution we mean all elements of an entity or phenomenon that make up the basic and
founding charactstics. Examples are ambitions, mission and organizational constraints. From
these structures one can develop a sense of direction: Charactedsinttgarévalues.

I Chemistry refers to everything that makes the organization really OtickGx pieispio
interaction and communication, their-lmyypersonal drives and motivation and their individual
and collective qualities. It is about dynamics, patterns and organizatiorhoestignareas of
management attention relate to each other? Siheatso refers to the way organizations interact
with its environments and stakeholders. Featuring elememsrgijewsndrelationships.

I By Construct (or Conduct) we look at the actual happenings in an organization, their corporate
behavior, proesses, institutional arrangements and procedures. Construct dtzmngsctarn
andprocedures.

I Control is about reflection and learning; what can be measured, monitored and reported.
Characteristics amgonitoring & learning.

Constitution and Chenig deal with therinciples the object which, in the European Corporate

Sustainability Framework, is the organization. The window Construct and Control dealleih the

an organization.

European Ways to Excellence

When an organization introdu€asporate Sustainability and Corporate Social Responsibility with use
of the Sustainability Framework it follows the lines of the third methodology; The principle of
OcascadingO or ggystep thinking but in an iterative way. After every new stepesnieagi and

makes changes to previous steps where and if needed. The European Corporate Sustainability
Framework identifies three of these steps, or IBsarsng, Alignment and Depl®@edigure 3.

= |
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Four Phase Model & - Framing
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Figure 3: the three basic concepts of ECSF Figure 4: the full ECSF framework including the bas

management models
ECSF supporting management models
On top of these concepts, ECSF has blended three successful and practically proweenmanage
models: the Four Phase Model, the EFQMOs Business Excellence Model and the Business Ba
Scorecard. See figure 4.



Four Phase Model
Teun Hardjono presented his Four Phase Model” as a PhD thesis in 1995, capturing 20 years
experiences in corpagastrategy and organizational change as a senior consultant at one of th
NetherlandsO most renowned management consultancies. In practice, the Four Phase Model
appeared an effective model for managers and management consultants to analyzestate pesent
organizations and to determine the most likely strategy to further improve their organizations. T
model structures various organizational control points and possible interventions and is able to prov
guidelines for a program of organizatiohange.
The Four Phase ModelOs basic assumption is the recognition that organizations are striving to inc
the sum of four essential assets, in a continuous process of exchanging one asset for another. T
assets relate to basic organizationaletermes. The assets/competences are the:
¥ Commercial assdhe ability to have access to and to act on markets and the skill to execut
commercial transactions.
¥ Material assethe ability to increase, maintain and optimally utilize the tangible re$@urces
organization. Its worth is reflectadore or lessin the balance sheet.
¥ Socialization assdhe ability to inspire employees and stakeholders and create supporting
structures which support the achievement of corporate goals.
¥ Intellectual assdhe learning capability of organizations and the capacity, which is based on th
collective intellect of the members of organizations.
Maximizing, for instance, the material assets at the expense of the other assets will ultimately lee
poor results.tlis a myth that doing business is about making profits alone. We all know what happent
when a business unit manager shows ddigiiegrowth figures, shortly after the CEO passionately
requested for performance improvement on the shortest term pbtsitnig. stripped Research &
Development, postponed marketing campaigns, cut back conference trips and training possibiliti
cancelled the annual day out while demanding overtime from his workers producing stocks, of cou
his financial figures imprové&bon his unit will be in dismay and he ought to be fired for that.
Healthy, sustainable organizations have learned to optimize the mix of the four essential competen
the abilities to create wealth, engage in transactions, enhance employee cotechitatesnt, and
trust and the ability to adapt or proactively respond to changing circumstances.
Creating an optimal mix of the assets, companies exchange one asset for the other, for instance, i
money/material assets for increasing the company@srciainabilities. As long as the marginal
revenues exceed the marginal costs, companies will invest in enhancing their assets in order to
their corporate objectives. In creating an optimal mix, the organization is gaining more ability to prote
andimprove its future.
Since all organizations and individuals have the same set of basic assets, they can exchange their
among one other as traditionally happens between organizations and their customers and supplier
the process of enhancing amgie sustainability, organizations learn to involve their stakeholders in
corporate decisiemaking and business practices. They learn from on®etteranging intellectual
asset® which will impact for instance product design and the innovatioisspoiceew product
formats offering added values for various stakeholders. Corporate Sustainkiniately, means
totaling the sum of assets, not only of the company, but of a much wider group of entities, eventus
including the whole planet. Intatter context, CS implies that the material assets include the planet(
resources (natural capital). Depletion or exploitation of these resources is at best a zero sum g
which is no longer an attractive business objective.

For creating an optimalixnof basic assets, organizations need adequate strategies. The followin
guestions are relevant: What is the constraint in increasing corporate performance? What e:
competences are currently most valuable? What is the organizationOs greatestimisic? Wéeats

do our customers have? What are the needs of the other stakeholders? Is our organization fit to n

1 Corporate responsibility, in this sense, means being accountable for working in such a way the total suninzfeaset®owill

direct or indirect stakeholders, now and in the future.



these requests? Although these questions seem to have different natures, the answers tend to «
together nicely, as abundant case stkesl upon the Four Phase Model have shown.
The Four Phase Model suggests organizations to focus to either internal or external issues and foct
control or change. Evidently, focusing on either side of these dichotomies does not mean that the ot
sidemust be neglected. The result of this focusing can be presentedatiea $tarvard Diagram.
The model shows the following four ideal type strategies, or strategic orientations:
¥ A marketdriven orientation which is directed towards increasing theveffess of an
organization;
¥ An orientation towards productivity in order to enhance the efficiency of an organization;
¥ A peopleoriented strategy to increase the flexibility of an organization;
¥ An innovation (and adaptedneadisyen orientation in ordeo increase the creativity of an
organizatiom.
|
Each strategy can support all assets, but enhances one basic competence in particular. Effective
boosts the commercial abilities; Efficiency primarily increases the material assets; A strategy aime
Flexibility increases the socialization competence and Creativity improves the intellectual capacity
the companyOs adaptedness to changes in the environment.

Figure 5 shows the objectives of each focus (the axes) or orientation (the vectorshaedffedt® t
when a company becomes rigidly orientated at one objective in particular. The dark shape within
figure indicates the effective domain, implying that an organization can only adequately focus at tw«
three objectives at the time. Figurbeis 16 adequate interventi@gpportunities to support one

of the capacities or core competences, given the strategic orientation and the companies main foci
preparatory (management) activity in Flexibility, three times four interventionsmaatalgdcus,
Efficiency and focus on Control, and three lagging interventions relating Effectiveness. Implementi
these activities is supposed to enhance the necessary competences and ultimately contribut
obtaining the espoused performance results.

The shape indicates a dynamic process. Indeed, the Four Phase Model is a dynamic model sugges
specific rhythm of shifting from one strategic orientation to the next, adding, each time, ne\
improvements and competences. Ahead always lie new oligetieveset and new competences to

be gained. We shortly elaborate on the factors influencing the dynamics.

Markets saturate, rate of progress changes, customersO needs change, technologies oper
opportunities: these are examples out of a long listssfbleo developments in the corporate
environment, that can be used as arguments to change the organizationOs strategy. Not respo
adequately to market developments and changing circumstances can lead to corporate stagne
Organizations are structdn@ order to meet specific goals. Organizational structures or arrangement:
supporting specific strategies can also become rigid turning espoused goals into reverse effe
Efficiency leads to bureaucracy, Flexibility to anarchy, Creativity to hoblhgrsye, into chaos,
control into rigidity, etcetera. See figure 5.

To prevent reverse effects to happen, organizations should turn to the OnextO strategic orientatiot
happens to include the competency that can prevent this effect to occur. Mdity KaIbt the

fear for bureaucracies and Effectiveness soon turns hobbyism into successful marketing and s
campaigns. Taken from a risk perspective, having invested in improving creativity the largest risl
developing new products the marketsd@¢ want. Having successfully boosted marketing and sales
the organization needs to improve corporate efficiency to see to it that gained market shares leau
profits. Efficiency activities can turn organizations into cainiveh bureaucracies anea®land
meanQ entities that have lost employeesO commitment to give something extra at customersO re
Having successfully created supporting structures and gained employees® dedication and
companies intend to expect creative and adaptiveeandigs, which ought to meet the customersO
perceptions, etcetera.

In some industries organizations shift their strategies in a rapid sequence. In other market segme
customersO needs can be persistent over a very long time. This might be an wkylaoatiamy
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companies are focused on an Efficiency oriented strategy producing at the lowest cost structu
possible in order to meet the customersO preference for low priced products. When customers rec
services a Flexibility strategy is more apatepwhen consumers have several options to choose from
but lack sufficient information, an Effectiveness approach is best and a strategy striving for Creati\
enables the organization to come up with something new, aligning the consumersQ latent needs

In case the customers needs do not change over a longer period, the challenge for these organiza
remains to keep the prevailing structures from turning into rigid organizations generating revel
effects.

In any case, determining a strategy snjoiding out what orientations and subsequent interventions
are most effective, efficient, flexible or creative for increasing the total sum of assets for tt
organization and its stakeholders.
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Figure 5: the Four Phase Model Figure 6: the Business Excellence Model

EFQMOs Business Excellence Model

The European Federation for Quality Management (EFQM) was founded in 1988 by the Presidents
14 major European companiasgith the endorsemenf the European Commission. Jacques Delors,
EC President at the time, addressed these presidents when'ts@atimagtle for quality is one of the
prerequisites for the success of your companies and for our competitive success".

The impetus for this peerful management netwerkvhich now has more than 800 membeavas

the need to develop a European framework for quality improvement along the lines of the Malcol
Baldrige Model in the USA and the Deming Prize in Japan. Both these awards had demonstre
improved service and manufacturing quality in the organizations that used them.

From the outset, EFQM has been driven by a vision of helping create strong European organizatic
that practice the principles of Total Quality Management (TQM) in theeyalotbusiness and in

their relationships with their employees, shareholders, customers and in the communities in which t
operate.

The above ideas and discussions resulted in a framework, presented in 1991, including nine areg
management attentiofive enablers and four results areas. This model has been the basis for tF
European Quality Award, first awarded in 1992, but alseaasssément tool for companies dealing
with quality. It effectively helped companies to improve their manageoremtioh systems and
planning and control cycles and made them more fit to challenge the rapidly changing busin
environment. Nowadays the model is broadly accepted and is being used by large and sr
organizations, including, remarkably, many govearramedmotprofit-making organizations.

12 Bosch, BT, Bull, Cib@eigy, Dassault, Electrolux, Fiat, KLM, NestlZ, Olivetti, Philips, Renault, Sulzer, Volkswagen
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The Business Balanced Scorecard

The Business Balanced ScoreCard (BBSC), developed by Kaplan and Norton (1996), is an e¢
example of the perception that kbegn corporate viability cannot be based on fingesfarmance

only. The BBSC is a tool to focus companies on strategies ftarhorsyiccess. By ideyitify the

most important objectives on which an organization should focus its attention and resources, t
scorecard provides a framework for a strategi@agement system that organizes issues, information,
and a variety of vital management processes. A BBSC embeds traditional financial measurement
more balanced management system that linksteshorbperational performance with loegn
strategimbjectives. Targets/indicators should consist of a mix of outcomes (laggatgrshdand
performance drivers (leading indicat&eg, among others: van der Woerd & van den Brink (2003).
There is a conjunction to make with the four competencies frasinpe Four Phase Model© and

with the four groups of performance criteria of the Business Balanced Scorecard. The BBSC is ak
financial results (the material competence), customer results (the commercial competence), pro
results (the socializatiocompetence) and the learning or innovation results (the intellectual
competence). The latter three components are considered as value drivers, that decide on Fina
outcomes. This statement features its context specificity: the BBSC is a typisabrieumteds
measurement tool. See figure 7. The ECSF researchers developed a new scorecard format, bas
community values and aligned with a stakeholder approach. See figure 8.

] |
Business Scorecards et imoosstie Business Scorecards et imeosstine
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Figure Kaplan & NortonOs Business Balanced ScoFégarel 8. ECSF Responsive Business Scorecard

As figure 4 shows, the Four Phase Model suppoftatmiegt strategic levehe Business Excellence
Model structures thalignmerdt the tactical level, atite various scorecard formats facilitate the
deploymanthe operational level.
Concluding one can say that ECSF framework, generates:

¥ A set of contexts (or development levels, value systems);

¥ Per context, a set of situations structured in strategicoaitid quality orientations;

¥ A basic structure for ranking existing management tools and concepts, according to their fitne

for use and tenability;

¥ An overview of features that missing tools should offer.
Therefore, ECSF is a muétyer, integral busiss framework with an analytical, contextual, situational
and dynamic dimension. ECSFOs main features are (1) its capacity to comprehend and structur
possible point of view and any approach known within business, including future developments and
its ability to support the development of new coherent sets of management concepts and tools, wh
meet the characteristics of next contexts, as indicated by emerging value systems and their suppc
(institutional) structures.
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o 6. A coherent set ofnanagement tools aligned with the stakeholder approach.

A wide majority of organizations is focused on the value systems OOrderO and OSucce
EntrepreneurshipO. Being predominantly resource and shavebotder these organizations tend to
manage #ir resources aimed at achieving maximum results. The organizational structure, leaders
style, deployment policies, decismaking, reward schemes etcetera are chosen to support these
objectives. For instanBas Timmers & Van Marrewijk concludeddg3® OHuman Resource (HR)
policies are often implicitly based on the notion that the organization can influence (assign, sedt
provoke, manipulate) and thus manage its human resources to do what is in the interest of the firm.
contracts, pay and lefit schemes, bonuses, training programs and a satisfactory work environmen
employees are supposed to keep to their part of the bargain: work and be productive!O

Van Marrewijk et al.(2004) have shown the existence of Operformance ceilingsO wigisdbiated
shareholder oriented approach. The degree to which employees are dedicated, motivated, comm
and, in the words of Barrett (2000), Owilling to share their creativity and knowledge is dependent
how aligned they feel with the organizationtlamdelationship they have with their direct supervisor.
When there is a lack of alignment between employeesO values and the organizationOs values, en
are less willing to share their ideas. When there is fear, control, bureaucracy, tenirjarizeha
manipulation, employees, are reluctant to go the extr& mileO.

More and more organizations have recognized the need for social competences to impro
cooperation, collaboration and teamwork; stimulate creativity and the exchange of knowledge ¢
information; engage in dialogues in a sincere attempt to understand what others (employees, custor
suppliers) truly want; establish alignment between, for instance, individual employees and
organization in matters which can hardly be coveredtiaats, and build a supporting culture based

on trust.

Old solutions alone will not bring the desired results. The once so successful management approa
will no longer suffice to meet the challenges business is facing today. Resource manag@aysnt will
be valuable, but need to be complemented by new approaches, based on emerging value system
worldviews. Organizations have to learn to include the interests of additional stakeholders in decis
making and operations, and becoming more sb#taingre responsive and more accountable for
their impact on society.

The ECSFconsortium has developed a coherent set of tools which match the specific characteristics
the emerging Community Context. There are hardly any practical tools ahaitaltlean pioneering
companies have created themselves. This is why the ECSF research group dedicated themselv
developing this kind of instruments. The E€&FRncludes tools for measuring, monitoring, assessing
and benchmarking corporate perforreagied a way of generating the data needed to fill the selected
keyperformance indicators. This set of tools is able to show the progress made with respect
sustainability and responsibility and demonstrate the positive impact to the organizakiotes as a w
This set includes the following strategic, tactical and operational tools.

The Strategic Sustainability Sisaaffective at the strategic level, providing constitutional information
(Van Marrewijk & Hardjono, 2003). The quick scan is develogedei@te the organizationOs most
adequate situation and context. An online sumeyw.pcsf.infp leads visitors through a
reconnaissance of the company's market situation, institutional characteristics and ddavieant wo
The scan generates custoade management references for implementing corporate sustainability an
corporate responsibility. Over 350 executives have tried this scan online. A database has tracked
choices and outcomes. The scan has als@pplked in a workshop setting by Norbert Taubken, for
instance with two German companies: Vedior and Halaumgheimer. Both organizations
concluded that the scanlimited to only eight questioaswas very helpful in supporting the

13 O Phasewise Development Approach to Business Excellence: Tsnaar innovative, stakeholderiented assessment tool for
organizational excellence and C8RJournal of Business Ethics, December 2004 issue

14 Barrett, R.: 2000Building a ValueDriven Organization(atwww.corptools.com)
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discussions regamndi their company and its-BSactivities, and eventually in defining the company's
position with respect to &8 The swiftness and elegance in applying the scan easily compensates t
lower scientific profoundness and significance of the results.

The ECSFE Sustainability Assessmenta tactical sedssessment tool, available as an online
[www.ecsf.infp and hardcopy version. This tool includes an extended version of the Strategi
Sustainability Scan: through theevaludit part one can determine its dominant development level or
context and through a strategy analyses one can generate the most adequate strategic orientation.
on these outcomes a custorade document is compiled informing on a meaningful idaefoitCS

R and suggestions for implementation. With a context and situation being determined, one also ge
list of managementand CSR tools which can be applied adequately, generated from a online databas
of over 75 tools.

The second part of thislne tool focuses on @Sperformance assessment. The structure is based on
the EFQMOs distinction of enablers and result areas, generating 41 question on leadership, pt
management, processes etc. The multiple choice answers refer to the fope idealetxts
expressing various ambition levels towards corporate sustainability, related core value systems
supporting institutional structures. (Hardjono & de Klein, 2004).

This tools has been applied successfully in workshop settings, amongitbtiNashwatech and
Rabobank. The underlying concepts and models have been appreciated and the tool as such
inspired and streamlined the discussions. A group of consultants that were being trained in f
concepts and tools of ECSF responded partlypwesityve, but also thought that is was too dedicated

to CSR and thus for most organizations too far fetched. This was one of the reasons why Ve
Marrewijk et all3 developed a new and innovativetéwoapproach to assessing organizational
performance witrespect to organizational excellence and corporate sustainability. For this reason, t
researchers developed a developmental approach to excellence, which is either limited to a shareh
approach, mainly focusing at optimal usage of resources sedfat an additional assessment format
based on the stakeholder approach, with specific reference to the organizationOs performance ol
financial, social and ecological bottom line. This innovative approach has only been recen
introduced. So far Bimess in the Community UK and Lloyds have shown interest for hosting
informative meetings.

The ECSF research teamManagement Information Systetmesaded by Parmigiani and Caldelli, has
developed a methodology that evaluates the degree to whiciesingaformation systems
correspond to needs determined by the self imposed objectives of corporate sustainabili
Implementing a more complex ambition level oRA®plies that the management information
systems must be adjusted to include social rmmm@nenental management information. A basic
analyses has been made on the corporate needs for specific information with respect to vari
objectives, such as providing input for scorecards, reporting and benchmarking.

The case study contains a prafflé&ranarolo, an Italian cooperation primarily active in dairy, and
Coop Adriatica, an lItalian retailer, the analysis of their MISs referring to the three dimensions
sustainability, and an evaluation of the strong points and issues to be developed.

The final deliverable was the creation of a general model which defines the correct approach
evaluating information systeBia model which should be adapted to the specificity of each single
company which intends to adopt it. (Caldelli, 2004).

The Resposive Business Scorecgaaiready introduced in figure 8, is a new industry specific
operational measurement tool, based on a new scorecard format. The traditional Balanced Scorece
most adequate for companies for which the financial bottom lineltgrihée indicator for success.
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Including social and environmental indicators would not make this tool suitable for meaBuring CS
performances with respect to a stakeholder approach, nor for issues related to product chi
management.

The Responsive Segard enables companies to score at Profit, People and Planet, at the same time
integrate stakeholder demands into internal programs to improve performance. The RBS includes
Perspectives: Customers & Suppliers, Financiers &0Owners, Society, &nEdamedt Process and
Employees & Learning. It includes an industry specific list of topics and related key performan
indicators.

Van der Woerd and Van den Brink, Vrije Universiteit, have assessed the practical feasibility o
Responsive Scorecardoond and tourist industries. In the food industry, we analyzed whether existing
business priorities of Granarolo, see above, can adequately fill a Responsive Scorecard. Our concl
is that traditional topics like finance, customers and employeasliprdilled, but that sustainability
topics like chain management (suppliers) and environmental performance (planet) need furtl
elaboration. The progress of this tools and been discussed intensively with Unilever representati
(Van der Woerd et &004).

The tourist sector is dominated by Small and Medium Sized Enterprises. The ECSF researct
investigated whether existing -ledeels for campirgites and marinas can be developed into
Responsive Scorecards. Our conclusion is that such a ssufmr dgvelopment of a Responsive
Scorecard is possible. Further research has to show what is the value added of the new scorecar
companies in the tourist sector.

In collaboration with 'screeners' and corporate representatives, theoBS8#um has designed a
basicIndustry specific SRESR Benchmark Formawhich can be aligned with the Responsive
Business Scorecard, management information systems and reporting systems (Van den Brink e
2004).

Van den Brink and van der Woerd stigated the state of the art with respect to sustainability
reporting, its linkages with the corporations' internal measurement and monitoring systems and tf
combined impact on the quality of contemporary sustainability benchmarks, developedlpstSRI ana
and secalled rating and screening agencies. This sustainability benchmark tool should align -
interests of corporations implementingRC&1d various organizations supporting SRI, such as fund
managers, analysts and screening agencies. Thishapipeoafore, will have significance impact on
the further development of SRI and-RSractices, as well as support the development of
sustainability reporting standards.

Epilogue

Phasewise developmental concepts and more integral ways of managiragecsustainability and
corporate transition have recently been developed and improved as adequate approaches to meet
century challenges. Especially, the European Corporate Sustainability Framework is able to dee
oneQOs understanding of businessdygs and transformations, and their impact on phenomena as CS
R. Being able to distinguish business contexts and management situatidd#sE@8feworks as

well as its tools can support companies to specify and elabora® actvities and suppdheir
implementation. This way -BSmay include a wide range of activities, from waste reduction to
corporate citizenship, from image improvement to sustainable production systems, and still pave
way for actual, circumstantial implementation schemes.

ECSF is also able to prove its added value in structuring research agendas, distinguishing traditi
approaches from innovative ones, with always a keen eye to the organizations ready to apply
findings.

As a project, ECSF has officially endede sirecEuropean Commission has already approved its final
deliverables. The researchers will continue to develop their concepts and apply them in varic
industries, while working more closely with international organizations supporting sustainak
developrent. Concerted action is needed to face current challenges and further disseminate the
practices, currently available.
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