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at the leaders in the Dow Jones Sustainability Indexes provides encouraging
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– as the book’s subtitle points out – a valuable source for learning about
innovative and future-driven strategies for a more sustainable economy.

Reto Ringger
CEO, SAM Group

This academic study explains why business leaders should adopt the con-
cept of “sustainable development” if they want their companies to survive
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In recent years, “sustainability”, “sustainable
development”, “corporate responsibility” and
“sustainable enterprise” have become part of
the common parlance of business and
academia. However, there remains some
confusion and divergence of opinion about the
exact meaning of these terms.

This study aims to shed light on the
“sustainable enterprise” concept, addressing
questions such as what a sustainable enterprise
is, what its main characteristics are, and how it
differs from the traditional enterprise model. It
explores these issues with reference to the
eighteen market sector leaders of the Dow
Jones Sustainability World Indexes (DJSI).

As part of its analysis, The Sustainable
Enterprise describes the underlying values a
firm must embed in order to advance towards
sustainability. The core value of the sustainable
enterprise is an awareness of the system it is
part of and a sense of belonging to it. Instead
of being a net predator of the physical and
social environment, the sustainable enterprise
obtains resources from the system with the
purpose of contributing to the net creation of
wealth. Applying this yardstick to the leading
companies on the DJSI, this study explores how
they are embedding sustainability in their
governance, strategy formulation and other
management systems. And how their openness
to the social and physical environment has
helped them develop an honest, fluid dialogue
with stakeholder groups.

The results and best practices described in this
book will assist companies aware of the
importance of sustainability and keen to
incorporate sustainable development as a core
value driver, while its contribution to the
conceptualization of the sustainable enterprise
should usefully inform future research in the
field.
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Preface

A few years ago, most of my colleagues considered the concepts sus-
tainability and “responsibility” nothing but fads. They thought that
after a while in the headlines, these ideas would fade and everything
would return to business as usual. Nowadays, executives who are still
not taking these terms seriously are in real danger of disappearing.

In my opinion, it has become clear that responsible business can-
not be limited to the creation of value for shareholders. The world
is becoming increasingly aware that businesses have to contribute to
society’s sustainability, as well as the physical environment. There is
no other real way forward. But, of course, we can still discuss the
wide scope of these ideas and how to best embed them in our deci-
sion making. In this sense, this book is an important step forward.

The basic objective of the authors is to contribute to the defini-
tion of a sustainable enterprise. In doing so, they have analyzed in
depth the 18 market sector leaders of the Dow Jones Sustainability
World Index (DJSWI). I consider this system of benchmarking excellent,
because instead of trying to find out the average behavior of most
companies, they look directly at the best ones. Of course, this ap-
proach does not provide a full picture of the current situation. That
kind of analysis would be good for journalists, or for business leaders
with limited foresight. This book provides an image that, even if it’s
not perfect, reflects a vision of the future. And I have always
considered this approach much more compelling and helpful. This
is good information that helps proactive business people to make
forward-looking decisions. 

I would like to highlight the academic rigor and relevance of the
book. It is the result of years of research. In pursuing their object-
ives, the authors have employed a clear method and carried out a
precise analysis. Nevertheless, this is not a book written by acade-
mics for academics, but one which takes a practical approach based

[ 11 ]



upon an academic foundation. As a result, the book provides prac-
titioners with useful examples and best practices, as well as food for
thought.

In the introductory chapter, the authors set up the rationale of
their work explaining in detail the concepts of sustainable enterprise,
stakeholders, sustainable development, etc., and their interrelationships.
The following four chapters deal with important aspects of the sustain-
able enterprise: governance, strategy, dialogue with stakeholders
and systems and procedures. In the closing chapter, the authors pre-
sent a model of sustainable enterprise and summarize the most im-
portant conclusions of their research. Although it is worthwhile read-
ing the book from the beginning to the end, this structure gives read-
ers the option of focusing first on the subjects that appeal to them
the most.

I wouldn’t like to finish this short preface without thanking the
authors for their contribution to the conceptualization of sustaina-
bility and for their efforts to help companies understand its challen-
ges and practical ways of achieving them.

eduardo montes
Chairman of the Club of Excellence in Sustainability
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THE relationship between the worlds of business and the physical en-
vironment has traditionally been one of indifference and even obliv-
ion. Nature, and in particular the biosphere, has been looked upon as
an inexhaustible fountain of resources and a waste basket in which to
dump the massive amounts and types of waste produced by business
activities. Likewise, and even in the best of cases, companies have not
given more than a cursory glance to social responsibility, or at least
they have not integrated it into their strategy or routine activities. 

This view of the world and of business activity was based on the
following: a belief, be it conscious or unconscious, that the world
and its resources are infinite; an ignorance of the network of tem-
poral and spatial relationships between all forms of life on this plan-
et; and indifference to the critical role that companies play in soci-
ety. For these reasons, companies have viewed their impact on the
environment and on society as nothing more than externalities.

Fortunately today, humankind in general and the business world
in particular is starting to wake up to the fact that this view of the
world is too simplistic and optimistic. The planet’s carrying capacity
is limited. Resources are finite. Technology does not have all the an-
swers. Our actions have consequences for ourselves and for future
generations. Social responsibility does not recognize either spatial
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or temporal borders. The paradigm is changing, and one result of
this change is the growing dialogue between firms and their social
context. The need to move towards sustainable development is an
idea that is gaining ground. 

Although government, consumers, and society at large must all
assume some responsibility for the current state of the social and
natural system, it is clear that business plays a pivotal role in the
development of society and nature, and as a result, in the state of
the system. Therefore, to advance towards sustainable develop-
ment we need sustainable companies. However, due to its relative
novelty, the concept sustainable enterprise has not yet been well de-
fined in management literature. As a result, company top exec-
utives and managers are to a large extent ill equipped to deal with
the challenge.

The basic aim of this research project has been to shed some
light on the concept sustainable enterprise. In short, we have tried to
answer questions such as what a sustainable enterprise is, what its
main characteristics are, and in which way it differs from the tradi-
tional enterprise model. 

Our final objective has been theory building within the field of
sustainable enterprise, to provide insight that is relevant for both
practitioners and academia. Given the relatively new and unex-
plored nature of the concept sustainable enterprise, this study adopt-
ed an inductive research strategy (Eisenhardt, 1989; Yin, 1984). In
such situations, an exploratory approach through case studies is
most appropriate (Eisenhardt, 1989). We decided to study in
depth the 18 market sector leaders of the Dow Jones Sustainabili-
ty Indexes World. The rationale for selecting these companies was
threefold: 

1. Our aim was not to conduct a statistical study on the sustain-
ability of the business world, but to learn from those compa-
nies with the greatest experience in and commitment to sus-
tainability management.

2. The selection of DJSWI leaders.
— The Research Division of Sustainable Asset Manage-

ment (SAM) invites every year the 2,500 largest corpora-
tions included in the Dow Jones World Index (DJWI) to
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participate in the Dow Jones Sustainability Indexes as-
sessment. 

— In Annex 1 we include the questionnaire that SAM Re-
search sends to these companies. This questionnaire is
based on SAM’S definition of corporate sustainability: “cor-
porate sustainability is a business approach that creates
long-term shareholder value by embracing opportunities
and managing risks deriving from economic, environ-
mental and social developments”. 

— An average of more than 800 companies is analyzed every
year. SAM Research, according to its methodology, selects
those companies that are best managed from an econom-
ic, environmental, and social point of view, for the Dow
Jones Sustainability Indexes. The identification of sustain-
ability leaders for the Dow Jones Sustainability Indexes
(DISI) is based on the Corporate Sustainability Assessment
of SAM Research, a defined set of criteria and weightings
that is used to assess the opportunities and risks deriving
from economic, environmental and social developments
for the eligible companies.

— Only 10% of the companies in each business sector are
chosen and, among them, the sector-leading company.
In this way, we could be sure that we would focus our
in-depth analysis on best-in-class companies and that, as a
result, the outcomes of our study would be valuable for
our target audiences.

3. The size of the sample (18 companies) and the fact that each
of them represented different business sectors guaranteed
the diversity of the information collected and, hopefully, the
richness of our conclusions. In Annex 2 we include some de-
tails on these 18 companies.

As we will explain in more detail in Chapter 1, sustainable devel-
opment implies a change in companies’ value systems. Instead of
maximizing shareholder value, sustainability becomes the ulti-
mate goal. In this context, sustainability has a double meaning: as
is the case with any living system, the basic objective of a company
is to survive, but not at any price; as is also the case with any living
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system, this will to survive goes along with the ability of the compa-
ny to contribute to the well-being of the social and natural system
to which it belongs. From the feeling of belonging to the system
and the willingness to contribute to it, another important attribute
of sustainable enterprises follows—openness. Sustainable enter-
prises remain open to the social and natural system and, therefore,
to a diverse array of stakeholders. As a result, sustainability has a
deep effect on sustainable enterprises. With these ideas in mind, we
built a framework that served as a guide for our research into the
18 companies. The framework consists of the following four com-
ponents:

1. Sustainability has to be reflected in the attributes and roles of
top corporate governance bodies.

2. Sustainability has to be embedded in companies’ strategies.
3. Sustainable enterprises establish an open, honest and fluid di-

alogue with stakeholders.
4. Sustainability has to be reflected in companies’ managing sys-

tems.

In our research we have followed three phases:

1. Data collection. This first phase involved several overlapping
steps (Yin, 1984). Our research framework provided guidance
for this study and allowed us to concentrate on identifying
meaningful events or activities (Yin, 1981). To gather the neces-
sary information to write the 18 research cases, we conducted
a thorough search of publicly available sources. In particular,
we carefully studied the information included in the compa-
nies’ web pages. After analyzing the information gathered, we
prepared a tailored questionnaire and sent it to each of the 18
companies (see the basic questionnaire in Annex 3). Finally,
SAM has helped us to gather additional data that allowed us to
complete most of the missing information. Also, SAM provided
us with aggregated data on the 18 leading companies and the
more than 800 companies that were analyzed in 2003. In this
way, we could compare some of the practices of the 18 leading
companies with those of the universe of firms analyzed by SAM
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(see the questionnaires we sent to SAM in Annex 4). Although
we present these three steps as consecutive, this phase has
been a highly iterative process.

2. Information analysis. After collecting as much information as
possible on the four components of our research framework,
we carried out a deep analysis of it in the second phase. This
analysis allowed us to gain some important insights into the
main characteristics of a sustainable enterprise.

3. Report writing. In the third phase we wrote the four chapters
that correspond to the body of this research and drew the
most important conclusions.

In Chapter 1 we review the literature relevant to our research
and present the conceptual framework on which the research is
based. The next four chapters of this research report relate to the
four components of our research framework mentioned above. Ob-
viously, we are talking about sustainable enterprises, which, by defi-
nition, are systems that belong to the global system. In this sense, it
is impossible to make clear distinctions among the components of
the sustainable enterprise system without overlooking a crucial fea-
ture—the interrelationships among the components. Therefore, it
should be kept in mind that the issues considered in each of the
four chapters are closely related to each other. 

The aim of Chapter 2 is to explore what the leading companies
of the DJSI World’s market sectors are doing to advance towards sus-
tainable corporate governance and how they are doing it. After con-
sidering to what extent sustainability has permeated their values, we
explain how sustainable development has affected the three basic
attributes of top corporate governance bodies: composition, struc-
ture and process. In addition, we study the emergence of three core
roles: embedding sustainable development into the firm’s strategy,
developing policies for enabling stakeholder dialogue, and inter-
nalizing and promoting corporate values.

In Chapter 3 we analyze how leading companies embody sus-
tainability in their strategies. To do so, we first examine how these
firms are integrating the concept of sustainable development into
their strategy formulation process. Specifically, we study the struc-
ture that supports the integration of sustainability into the strategy
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formulation process. We also consider as equally important the
identification of the mechanisms, policies, and tools used to imple-
ment these sustainable strategies. To explore this issue, we focus
on how these leading companies are modifying their balanced score-
cards (although other systems are also considered) to embrace sus-
tainability. 

Chapter 4 aims to explore the ways in which DJSI sector leaders
are establishing a fruitful dialogue with their stakeholders and the
main benefits they are obtaining from it. First, we identify and dis-
cuss the groups who have the biggest influence in firms’ decisions.
Second, we explore the different stakeholder engagement process-
es and mechanisms most commonly used by DJSI sector leaders. Fi-
nally, we observe how these activities benefit the development of a
valuable and essential capability—the innovation capability.

In Chapter 5 we analyze how different managing systems and
procedures can be aligned with the new sustainability approach.
First, and probably most importantly, we examine human resource
management systems, because they are essential in enabling people
to feel engaged with the organization’s mission and to build a unity
of purpose. We also consider other systems, such as those related
to environment, health and safety management, research and de-
velopment processes, and supply chain management. 

Finally, in the last chapter (Chaper 6), we highlight the main
conclusions we have drawn from this research project. From them
emerges what could be considered a paradigm of the sustainable
enterprise.
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THE objective of this chapter is to present the theoretical frame-
work we have followed in this research. First, we review the literature
on sustainable development in order to clarify the concept. Next, we
summarize the main contributions of the sustainable enterprise and
stakeholder management literatures. Then we revise the strategy
theories relevant to this research and our view of the sustainable
enterprise. Finally, we reproduce Chapter 3 of the Code of governance
for sustainable business that constitutes the conceptual framework we
have used throughout our research.

1.1. What is sustainable development?

The most widely known definition of sustainable development is the
one coined by the Bruntland Commission in 1992: satisfying the needs
of current generations without diminishing the potential for future
generations to satisfy theirs. Since the Bruntland Report, scores of al-
ternative definitions of sustainable development, sustainable econo-
mies, and sustainable societies have been proposed. The con-
struct is fundamentally infused with multiple objectives and in-
gredients, complex interdependencies, and considerable moral
thickness (Williams, 1985). As a consequence, some observers
forecast that the notion of sustainable development will remain
fuzzy, elusive, contestable, and/or ideologically controversial for
some time to come (Beckerman, 1994; Levin, 1993). Yet definition-
al diversity is to be expected during the emergent phase of any po-
tentially big idea of general usefulness; sustainability is akin to
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democracy, liberty, equality or security in this regard (Gladwin, Ken-
nelly and Krause, 1995).

Gladwin, Kennelly and Krause (1995) propose a definition of
sustainable development that includes the principal components
of the ideas shared by a majority of definitions. In their view,

sustainable development is a process of achieving human develop-

ment [...] in an inclusive, connected, equitable, prudent, and secure man-
ner. Inclusiveness implies human development over time and space.

Connectivity entails an embrace of ecological, social, and economic

interdependence. Equity suggests intergenerational, intra-gener-

ational, and interspecies fairness. Prudence connotes duties of

care and prevention: technologically, scientifically, and political-

ly. Security demands safety from chronic threats and protection

from harmful disruption (p. 878).

The Bruntland Report definition has the advantage of simplicity,
since in a few words it manages to define the elusive concept of sus-
tainable development. However, its very simplicity carries with it a
certain ambiguity, as is shown by the many re-readings and inter-
pretations that it has provoked. In this sense, Gladwin, Kennelly and
Krause’s definition is more precise.

Instead of adding to the confusion by creating a new definition
and in order to prepare the ground for its managerial implications,
we will set out the elements that we believe are fundamental to sus-
tainable development. In our opinion, sustainable development, in
essence, involves progress towards development that simultaneously takes
economic, environmental and social elements into account. It also re-
quires temporal and spatial depth.

We use the word progress because, although we are talking about
sustainable development, we are implicitly referring to a final objective
which fundamentally involves a process of change from the current
development model to another that has yet to be invented. Use of the
word development is also important, firstly because it is a conscious at-
tempt to avoid the use of the word growth. Does this mean that we have
returned to the days of the apocalyptic prophets of zero growth? Does
it mean that these harbingers of doom are now using the concept of
sustainable development as a form of sheep’s clothing? Not at all.
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What it does mean is that emphasis and priority are now placed on an
increase in general welfare and not an increase in the production of
material wealth, though the two ideas are not mutually exclusive.

What do we mean by taking economic, environmental and social vari-
ables into account at the same time? Throughout its history, our cur-
rent development model has treated financial capital as its ultimate
(some might say sole) objective. Without going into some of the
shadier areas, the accumulation of capital and, as a result, its prop-
er rewards have been, and continue to be, a fundamental element
in the financing of the Industrial Revolution and our current indus-
trial era. What is called into question by the idea of sustainable de-
velopment is whether this preeminence of financial capital over en-
vironmental and social capital has a place in today’s society. Does it
have a place in an era in which vast amounts of money are moved
around every day, every second, on the financial markets? Does it
have a place in an era in which our consumption of natural re-
sources means, by definition, a growing consumption of nature it-
self rather than the yield that it creates? 2. Finally, does it have a
place when less than a quarter of the world’s population is fortunate
enough to be able to satisfy its needs with any kind of dignity? 3.
Some readers may ask if this means that companies should try not to
earn money. This is, of course, not the case. The first premise for
sustainable development is that there is no point in a company being
supposedly consistent in its principles unless it is successful from a fi-
nancial point of view. In other words, if companies do not make a
profit, how can they be sustainable? In short, the main point is that
neither the financial, nor the environmental, nor the social take spe-
cial precedence. This means that financial prosperity cannot be
achieved at the expense of the environment or society; nor, by the
same token, can social or environmental progress be made at the ex-
pense of other variables.
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Finally, we have indicated that sustainable development involves
the idea of temporal and spatial depth. With this we wish to underline the
fact that current development must (or to be more precise, should)
not only take into account the effect on current generations of peo-
ple and the maintenance of current ecological systems, it must also
provide the possibility of maintaining these systems indefinitely
and contributing positively to the welfare of future generations. As
regards spatial depth, the implication is that development must be
considered as a necessity and the right of all human beings, not
only those of us who have had the good fortune to be born in the
first world.

1.2. Sustainable enterprise and stakeholder theories

In the management field, sustainable development theory has at-
tempted to broadly redefine the global societal role of the business
corporation (Gladwin, Kennelly and Krause, 1995; Hart, 1997;
Sharma, Vredenburg and Westley, 1994; Shrivastava, 1995; Starik
and Rands, 1995; Westley and Vredenburg, 1996). Researchers have
proposed that our future lies in building sustainable enterprises and
an economic reality that connects industry, society and the environ-
ment (Hart, 1997; Senge and Carstedt, 2001). According to Elking-
ton (1997), the firm’s ultimate objective is not singular (create value
for its shareholders) but rather three-fold (create economic, eco-
logical and social value). Therefore, the central value of the sus-
tainable firm is not economic growth but rather sustainable de-
velopment. In other words, one fundamental aspect to succeed in
this endeavor is to develop business models and products that
work financially, in addition to being socially, ecologically and
ethically correct. Another stream of literature has made the at-
tempt to demonstrate how firms might gain competitive advan-
tage from sustainability strategies through efficiency cost savings
and product stewardship (Hart and Ahuja, 1996; Porter and van
der Linde, 1995; Shrivastava, 1995), acquisition of strategic re-
sources and capabilities (Hart, 1995; Rodríguez, Ricart and Sánchez,
2002), and development of learning and dynamic capabilities
(Hart and Sharma, 2004).
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Although corporate governance is studied in the literature from
different perspectives, agency theory plays a pivotal role. While pro-
ducing valuable insights into many aspects of the manager-share-
holder conflict, agency theory has overlooked important interde-
pendencies among other stakeholders of the firm (Aguilera and
Jackson, 2003). Thus, this dominant approach has impeded a pro-
found analysis of the new idiosyncratic relationships of today’s firms. 

Stakeholder theory posits that the capacity of a firm to generate
sustainable wealth over time, and hence its long-term value, is de-
termined by its relationships with critical stakeholders (e.g., Carroll,
1989; Donaldson and Preston, 1995; Freeman, 1984; Jones, 1995;
Jones and Wicks, 1999; Mitchell, Agle and Wood, 1997; Post, Pre-
ston and Sachs, 2002). In this theory, the corporation is defined as a
socio-economic organization built to create wealth for its multiple con-
stituencies. The stakeholders 4 of any firm are usually quite diverse,
but relationships between the firm and each of its stakeholders have
many common features; in addition, stakeholders have common in-
terests (as well as potential conflicts) among themselves (Mitchell et
al., 1997). 

According to the Code of governance for sustainable business, the
stakeholders that are common, to a lesser or greater extent, in most
businesses are as follows: shareholders and investors, public admin-
istration, customers, local communities, countries and societies,
opinion makers, employees, financial institutions, suppliers and
sub-contractors and strategic partners. Evidently, the relations be-
tween businesses and stakeholders are not, and could not be ex-
pected to be, always of the same kind. Depending on the nature of
these relationships, and without the following being interpreted
as an assessment of the importance of each stakeholder, we can
classify them into three main groups or levels: consubstantial,
contractual and contextual. Consubstantial stakeholders are essential
for the business itself to exist. Contractual stakeholders have some
kind of formal contract with the business. Contextual stakeholders play
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a fundamental role in the credibility necessary to the business and
ultimately in the acceptance of the business activity (business li-
cense). The latter represent the strongest and safest defense of com-
mon assets such as the environment, peace, safety, freedom and jus-
tice. Figure 1.1 shows stakeholders classified by type of relationship,
although this will ultimately depend on the specific circumstances
of each case (e.g. in some circumstances, the relationship between
a business and its customers, or one customer in particular, may be
more consubstantial than contractual). It can also be seen how, in
addition to bi-directional business-stakeholder relationships, there
are also other inter-relationships that businesses have to take into
consideration.

According to this view, the critical challenge for contemporary
management is recognizing the mutual interests between the firm
and its stakeholders. Following this argument, Jones and Hill (1992)
developed a stakeholder agency model and argued that managers
should act as agents for stakeholders (the relevant principals). How-
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ever, the multiple-valued objective implicit in stakeholder theory
has led to much controversy and criticism (Jensen, 2000). Jensen
considers that if widely adopted, stakeholder theory will reduce so-
cial welfare because it increases agency costs in economic systems.
Surprisingly, in this same article Jensen asserts that “we cannot max-
imize the long-term market value of an organization if we ignore or
mistreat any important constituency”. 

Building upon these previously discussed research streams, our
approach to stakeholder theory is both normative and instrumental.
The first argument is rooted in the idea that through business activ-
ities—and responsible business leaders—individual welfare and so-
ciety in general can be improved. Thus, considering that corpora-
tions have a critical role and responsibility in social development,
stakeholders have a legitimate interest in procedural and/or sub-
stantive aspects of corporate activity (Donaldson and Preston, 1995).
Second, engaging with stakeholders through dialogue can be a way
of obtaining legitimacy, or “a license to operate”, as well as a way of
gaining strategic sources of sustainable competitive advantage such
as trust, reputation and innovation (Jones, 1995; Rodríguez, Ricart
and Sánchez, 2002), or generating disruptive business models and
innovations (Hart and Sharma, 2004).

As Arie de Geus explains in his book The Living Company, written af-
ter being a senior manager of Shell, in 1983 this company set up a
team directed by De Geus to analyze those companies that had sur-
vived for over a century. After studying the 27 European, American
and Japanese companies that met this criterion, they observed that all
of them shared four traits that made them similar to living systems: 

— Long-lived companies were sensitive to their environment.
Whether they had built their fortunes on knowledge or on
natural resources, they remained in harmony with the world
around them. They managed to react in timely fashion to the
conditions of the society around them.

— Long-lived companies were cohesive, with a strong sense of
identity. No matter how widely diversified they were, their
employees felt they were all part of one entity.

— Long-lived companies were tolerant. These companies were
particularly tolerant of activities on the margin: outliers, ex-
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periments, and eccentricities within the boundaries of the co-
hesive firm, which kept stretching their understanding of
new possibilities.

— Long-lived companies were conservative in financing. They
were frugal and did not risk their capital gratuitously. They un-
derstood the meaning of money in an old-fashioned way;
they knew the usefulness of having spare cash in the kitty.

De Geus contrasts the values of the learning company, whose ba-
sic purpose is survival and progress in the long run, with those of the
conventional company, whose priorities are determined by single
minded financial criteria. In the former people come first, while in
the latter people are mere cogs in a money-making machine.

In their work on visionary companies, James Collins and Jerry
Porras found that “contrary to business school doctrine, ‘maximis-
ing shareholder wealth’ or ‘profit maximisation’ were not the dom-
inant driving force or the primary objective of most visionary com-
panies”. What was found to be dominant was a core ideology that
went beyond purely economic considerations, and in their inter-
pretation, this is made up of core values and purpose. In the same
way that individuals make decisions based on their beliefs or values,
so do organisations. However within an organisation these values
are collective. In cases where employees within an organisation
share their values with those of the company, that company is more
likely to be a successful, visionary and long-term organisation.

In their work on companies and the environmental challenge,
Bansal and Roth (2000) identify the four following drivers: legisla-
tion, stakeholder pressures, economic opportunities and ethical
motives. Legislation has been recognised to induce corporate eco-
logical responsiveness (Lampe, Ellis and Drummond, 1991; Vreden-
burg and Westley, 1993). Penalties and fines have enforced the im-
portance of complying with legislation (Cordano, 1993). Also, firms
can be proactive and be ahead of legislation (Lampe, Ellis and Drum-
mond, 1991). Stakeholder pressures, in particular from customers,
local communities and environmental groups, can convince companies
to consider ecological impact in their decision-making (Berry and
Rondinelli, 1998; Starik and Rands, 1995). Economic opportunities also
drive corporate ecological responsiveness. Firms can reduce their en-
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vironmental impacts while simultaneously lowering the costs of in-
puts and waste disposal by intensifying production processes (Cor-
dano, 1993; Porter and van der Linde, 1995). Rent-earning firm-
based resources, such as corporate reputation, learning capabilities
(Hart, 1995) and product quality (Shrivastava, 1995) can be devel-
oped through corporate ecological activities. Revenues can increase
through green marketing, the sale of waste products and outsourc-
ing a firm’s environmental expertise (Cordano, 1993). Ethically mo-
tivated firms can be ecologically responsive because it is the “right
thing to do” (Lampe, Ellis and Drummond, 1991; Wood, 1991).

1.3. Sustainable development and strategy theories

Following these theories and thoughts, we base our research of the
DJSWI leading companies on two basic assumptions regarding the path
towards sustainable development. First, firms must change their val-
ues, strategies and businesses models in order to embed sustainable
development dimensions. Second, firms must open their bound-
aries through the establishment of a fluid, honest, and transparent
dialogue with their stakeholders. We will now go on to explain the
rationale for a sustainable and stakeholder centered enterprise
drawing from the strategy theories resourced-based-view of the firm,
knowledge-based-view of the firm and dynamic capabilities.

The resource-based view (RBV) (Barney, 1991; Wernerfelt, 1984)
is an attempt to integrate the internal capabilities of the firm (Pra-
halad and Hamel, 1990) and environmental factors (Hannan and
Freeman, 1977; Pfeffer and Salancik, 1978; Porter, 1980). Basi-
cally, the objective is to gain a competitive advantage by matching
internal resources and capabilities with external circumstances
(Andrews, 1971). RBV examines the resources and capabilities of
companies that enable them to generate above-normal rates of re-
turn and a sustainable competitive advantage. Firm heterogeneity in
acquiring and deploying resources and capabilities accounts for
the generation of economic rents (Oliver, 1997). According to
RBV, it is the rational identification and use of resources that are
valuable, rare, difficult to copy and non-substitutable which lead
to a firm’s enduring variation and above-normal rates of return
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(Barney, 1991). In other words, the resources must be tacit (causal-
ly ambiguous), socially complex, or rare (firm specific).

Some work on the resource-based view of the firm has differen-
tiated tangible resources, such as people, machinery, financial cap-
ital, and intangible resources that are knowledge-based (Barney,
1991; Kogut and Zander, 1992; Nonaka and Takeuchi, 1995).
Knowledge-based resources, for example, allow the use of tangible re-
sources for yielding services (Teece, Pisano and Shuen, 1997) and
skills (Kogut and Zander, 1992). Some authors use the word “re-
sources” to describe tangible inputs such as people, property, and
capital, which can be easily acquired from the market, and “capa-
bilities” to describe intangible resources, such as know-how and
skills, which are developed by people within the organization
around tangible resources.

One notable attempt to take into account the RBV and the en-
vironmental challenge was the natural-based view of the firm (Hart,
1995), which is based on the resource-based view but taking nature
into account. For Hart, strategy and competitive advantage will have
their roots in facilitating environmentally sustainable economic
activity. His conceptual framework was composed of three intercon-
nected strategies: pollution prevention, product stewardship and
sustainable development. Prior literature had identified ecological
factors as determinants of sustainability. If sustainability is to be
achieved, corporations must be reformed, redesigned and restruc-
tured to minimize their negative ecological impacts (Gladwin,
1992). 

There are barriers to creating sustainable corporations. First, ex-
isting economic systems make many polluting and wasteful goods
seem alluringly inexpensive, because they do not incorporate the
full ecological costs of their production or use. Second, consumers
in the developed countries have become accustomed to unsustain-
able levels and types of consumption. Third, vested interests, finan-
cial realities, and organizational inertia prevent radical restructur-
ing of corporations toward sustainability (Shrivastava, 1995). 

From our conception of the sustainable enterprise, the sustain-
able development challenge implies more focus on resources and
competences oriented toward environmental and social problems.
Managing the knowledge of the firm in these areas is key to meeting
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the challenge. Let’s now review the characteristics of the knowledge-
based view of the corporation.

Work on the resource-based view of the firm has tried to differ-
entiate between tangible resources and intangible knowledge-based
resources (Barney, 1991; Kogut and Zander, 1992; Nonaka and
Takeuchi, 1995). To many authors, the most important resource is
the knowledge embedded in the firm’s employees and systems (Sen-
ge, 1990; Nonaka and Takeuchi, 1995; Conner and Prahalad, 1996).
A view of the firm centred on the knowledge it bears is a concept
that was initially developed by Polanyi (1966). 

According to Kogut and Zander (1996), organizations exist be-
cause they can outperform the market in terms of sharing and trans-
ferring the knowledge, mainly information and know-how, that in-
dividuals or groups of individuals have within their boundaries. This
knowledge is held at the employee level or group level and is insep-
arable from the firm since it is embedded within it. To gain com-
petitive advantage, a firm will focus on managing its knowledge, in
particular on its utilization and creation (Grant, 1997).

In the context of the move towards a sustainable development
organization, creation and learning are important aspects of knowle-
dge management. Nonaka and Takeuchi (1995) addressed these is-
sues of creation of learning and knowledge. They explained that
there are four aspects to the process of creation and learning. The
first one is socialization, which consists in sharing the tacit knowl-
edge of the organization. The second one is externalization, which
consists in converting tacit knowledge into explicit knowledge.
The third one is a combination, which consists in converting indi-
vidual knowledge into organizational knowledge, and in then
transferring it back into a different form. The fourth and last is in-
ternalization, which consists in converting explicit knowledge into
tacit knowledge. He called this process the knowledge spiral in
which knowledge is created and processed through the four steps.

In our summary of the proposals of the resource-based-view and
knowledge-based-view we have seen their rationale and main contri-
butions. The limitations of both approaches focusing on resources
or knowledge are that, to some extent, they are static. To gain and
maintain competitive advantage within a changing environment, it
is necessary to build the capability of managing them in an evolving
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context. Our next step, then, will be to explore the dynamic capa-
bilities of the firm.

As the name indicates, resources are central to the resource-based
view. They constitute the basis of unique value-creating strategies
and their related activity systems that address specific markets and
customers in distinctive ways to achieve competitive advantage (Collis
and Montgomery, 1995; Porter, 1996; Prahalad and Hamel, 1990).
Dynamic capabilities are organizational and strategic routines by
which managers acquire resources, modify them, integrate them and
recombine them to generate new value-creating strategies (Grant,
1996; Pisano, 1994). They are the drivers behind the creation, evolu-
tion and recombination of other resources into new sources of com-
petitive advantage (Teece, Pisano and Shuen, 1997).

Einsenhardt and Martin define (2000) dynamic capabilities as
“the firm’s processes that use resources—specifically the processes to
integrate, reconfigure, gain and release resources, match and even
create market change. Dynamic capabilities thus are the organiza-
tional and strategic routines by which firms achieve new resource
configurations as markets emerge, collide, split, evolve and die”.
This definition is similar to the concept of “combinative capabili-
ties” (Kogut and Zander, 1992). 

In the context of sustainable development, firms should inte-
grate in their vision the relevant values for implementing sustain-
able behaviour. Based on the definitions that we have seen earlier in
this chapter, these values could reflect the necessity to respect the
environment and the social context of the company, in addition to
achieving superior performance in implementing its sustainable
strategies, taking into account all stakeholders’ multiple interests.
Then the infusion of these values comes through the behaviour
and the routines of the organisation. As we have seen, the top man-
agement team has a key role in spreading values by inspiring and
encouraging their promotion. In addition, encouraging employees
to innovate for better corporate sustainable development facilitates
and strengthens the sustainable culture and mindset of the firm. All
these converging efforts to acquire and practice sustainable rou-
tines will give idiosyncratic dynamic capabilities to the firm. 

Some firms, in meeting the sustainable development challenge,
will use dynamic capabilities sooner or better than their competi-
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tors, to create a resource configuration that gives them an advan-
tage. The latter will be even stronger in the case of tightly woven ac-
tivities (Prahalad and Hamel, 1990; Collis and Montgomery, 1995;
Porter, 1996). Long-term advantage is reached through the re-
source configurations that managers build using dynamic capabili-
ties, not just through the capabilities themselves. Effective dynamic
capabilities are necessary, but not sufficient conditions for competi-
tive advantage (Eisenhardt and Martin, 2000). 

1.4. Code of governance for sustainable business:
sustainable development and the persistent
creation of value

After reviewing the literature on sustainability and strategy, in this
sub-heading, we reproduce Chapter 4 of the Code of governance for
sustainable business 5. Its text constitutes the conceptual framework
on which our analysis of the 18 market sector leaders of the DJSWI is
based. As we will see, it draws heavily on the concepts and theories
we have summarized above.

Introduction
1.4.1. It is well known that the purpose of all business strategies is

to show companies how to create more value in a persis-
tent manner. This depends basically on how attractive the
industry is and how well-pitched the business model is. The
success of the business model will also depend on the per-
sistence of the competitive advantages on which it is based. 

1.4.2. Both industry attractiveness and the suitability of the busi-
ness model are decisively influenced by the concept of sus-
tainable development. However, since this is the corner-
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stone of all successful strategies, in this chapter we will focus
on the impact of sustainable development on the persistence
of competitive advantages (Rodríguez and Ricart, 2000) 6.

1.4.3. Business management literature has analyzed the persis-
tence of competitive advantages by means of two theo-
ries: the resource-based view of the firm and the activity-
based view of the firm. Generally speaking the former
emphasizes the portfolio of resources and capabilities
that businesses generate and the latter the activities that
they perform. Both lines of thought have been success-
fully inter-related under the creation of value concept in
the “dynamic view of the firm” (Ghemawat, 1999).

1.4.4. As Figure 1.2 shows, whether we refer to resources or activ-
ities, their capacity to act as the basis for the creation of
persistent competitive advantages will depend on their
ability to defend themselves from being copied by current
competitors and replaced by potential competitors.
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In this chapter, we will be seeing how the development of
capabilities and activities, the possibility of them being
copied and replaced, and the persistence of competitive
advantages are influenced by the idea of sustainable devel-
opment. In the first place, we will see what changes sus-
tainable development brings to the competitive situation.
We will then go on to analyze how sustainable develop-
ment influences the dynamic view of the firm and there-
fore the way in which businesses develop their capabilities
and activities, and their possibility of being copied and re-
placed. Finally, we will see how all this affects business rep-
utation and innovation capability and consequently the
possibility of creating value in a persistent manner.

Sustainable development
and changes in the competitive landscape

1.4.5. The speed and depth of technological changes and dis-
continuities have not really heralded the end of the indus-
trial era, but its acceleration and growth. References to the
post-industrial era, as proposed by sustainable develop-
ment, imply fundamental changes in how the economic
system affects and is related to the two major systems in
which it resides, the social and natural systems. In this re-
gard, sustainable development introduces the notion of
scarcity of natural resources and the co-responsibility of
businesses and societies where they operate in the devel-
opment and use of social resources.

1.4.6. Scarcity of natural resources (Senge, 2001; Hart, 1995 and 1997;
Porter and van der Linde, 1995). The industrial era start-
ed, developed and continues to operate on the implicit
idea of unlimited natural resources. This has led the in-
dustrial system to be a linear one in which the basic ele-
ments follow an extraction-manufacture-sale-use-elimina-
tion sequence, generating waste at each link in the chain.
The consequences of this system were not too serious as
long as the level of development remained within certain
limits. However, the acceleration and growth of the num-
ber of its beneficiaries, plus the ethical need for it to be
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broadened to encompass the planet’s inhabitants, has
called our attention to the intrinsically non-sustainable
nature of this development model. In this sense, accep-
tance of the scarcity of natural resources and therefore of
the need to reduce the use of resources and the genera-
tion of waste by business activities could be one of the
prime movers of the development of new capabilities and
activities that can give rise to persistent competitive ad-
vantages.

1.4.7. Business-society co-responsibility in the development of social re-
sources. In practice, too many businesses disregard the social
system of which they are part. Sustainable development
introduces the need to change this situation both with
regard to business operations in developed countries and
especially in underdeveloped and developing countries.
And there are two reasons for this: the increasing transfer
of power, and therefore responsibility, from society to the
business world conveyed by the globalization phenome-
non; and because of the possibilities to create economic
value for shareholders (e.g., Prahalad and Hart, 2000) 7

generated by this behavior.

From the dynamic view of the firm to
the dynamic and sustainable view of the firm

1.4.8. Companies have to develop new capabilities and activities
for the acceptance of the notions of the scarcity of natural
resources and the co-responsibilities of societies and busi-
nesses in the development of social resources to give rise to
persistent competitive advantages. To be specific, and always
bearing their concrete characteristics and circumstances in
mind, it would seem to be convenient for them to develop
the following: new relationships with their consubstantial
stakeholders, new relationships with their contractual stake-
holders and new relationships with their contextual stake-
holders. This is evidently not a radically new issue, since
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companies have rich and varied experiences in the field.
What we are suggesting is for new forms to be adopted and
new content to be considered. Considering the tacit, path-
dependent and socially complex nature of these capabili-
ties and activities, they will be substantially more difficult to
imitate and substitute. This idea is illustrated graphically in
Figure 1.3.

1.4.9. New relationships with consubstantial stakeholders. In this sec-
tion we will be referring specifically to employees. The im-
age of the machine as the organizational paradigm of the
industrial era has led to impressive productivity rates. How-
ever, the process has also led to the dehumanization of la-
bor relations and consequently to a lack of employee in-
terest in their businesses. Although people are born with
intrinsic motivation, self-esteem, dignity and willingness to
learn (Deming, 1993), the fact is that employees are not
part of their companies, but hire part of their time out to
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them. In the so-called knowledge society, it is essential to
change this state of things and cultivate people’s natural in-
terest in learning. For the learning culture to become a re-
ality, resulting in an increase in creativity and imaginative
power in general, the control-oriented system in most
firms needs to be replaced by a system driven by trust and
self-control. As a large number of companies have had the
opportunity to discover, no idea is as powerful in obtaining
employee satisfaction, and therefore commitment and in-
tegral involvement, as the idea of sustainable development,
because of the strong alignment with personal values (Sen-
ge, 2001) implied by it. Evidently, obtaining such a culture
requires, among other things, changes in aspects such as
management style, structure, transparency information
policies, recruitment and salary systems, job security, etc.,
and time (Pfeffer and Veiga, 1999). But the results justify the
effort 8 (Huselid, 1995; Pfeffer, 1998). 

1.4.10. New relationships with contractual stakeholders. This section
refers specifically to customers, suppliers and sub-contrac-
tors. Traditionally, these relations have been seen as basi-
cally competitive ones. Even business management litera-
ture has emphasized the bargaining power of the different
actors in the value creation chain. In this respect, their ca-
pacity for claiming value was more important than their
capacity for creating, and therefore deserving value. The
new competitive landscape assumed by sustainable devel-
opment implies that businesses are capable of establish-
ing new relationships with them in order to develop the
products and services that the markets and society re-
quire and, therefore, value and accept. For the reasons
defined earlier (1.4.9), these relationships have to be based
on trust rather than control. It will also be necessary to
boost sharing information, training and technologies, etc.,
in addition to long-term commitments. Although these re-
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lationships may formally be of a contractual nature, in-
creasingly diffuse business borders mean that the most im-
portant, if not all of them, can ultimately be considered as
partners in the innovation and creation of value process.
Obtaining this kind of collaborative relationships, even
considering that there will evidently be some level of com-
petitive tension, will become fundamental in firms’ corpo-
rate and business strategies (Champy and Nohria, 1996). 

1.4.11. New relationships with contextual stakeholders. These stake-
holders include the public administration, knowledge and
opinion makers (the media, NGOS, universities, scientific
community, etc.) and the communities, countries and soci-
eties where firms operate or which are affected by their op-
erations. The practical conviction that the business system
resides in, and forms part of the ecological and social sys-
tems has important consequences for the nature of the re-
lationship between firms and their contextual stakeholders.
It implies not only that businesses and society are not inde-
pendent, or merely inter-related, but also that they are in-
deed inter-dependent (Svendsen, 1998). It implies, there-
fore, shedding the belief that the only mission of firms, and
therefore of their executives is to generate profit for share-
holders, and starting to believe that the mission of firms is
to discover opportunities that are beneficial both for the
firms themselves and for society in general. It implies that
since stakeholder relationships are a vital source of diversi-
ty and involvement that give firms meaning and valuable
resources (Kennelly, 1995), executives have to cease to be
mere shareholder agents to become also builders of stake-
holder relationships. They will thus be able to predict, un-
derstand and respond better, faster and easier to changing
situations. 

1.4.12. Strategic nature of the new capabilities and activities. For capa-
bilities and activities to have strategic value, and therefore
generate persistent competitive advantages, they have to
comply with the following conditions: they have to be diffi-
cult to imitate by our present competitors; they have to be
difficult to replace by our present and future competitors,
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and they have to be valuable, that is, positively valued by
the markets (Barney, 1991). We will now see how the capa-
bilities and activities proposed above help us to comply
with these conditions. 

1.4.13. Difficult to imitate. Certain capabilities related to issues such
as location, technologies, products or productive processes
can be difficult to imitate. However, they are all more or
less subject to the possibility of our competitors copying
them, or merely acquiring them sooner or later and to a
greater or lesser extent. However, capabilities and activities
that are socially complex because a large number of peo-
ple are involved in their development and maintenance, in
which history and experience are important, in the sense
that their present status depends on their prior status, and
which have a tacit nature, that is, are characterized by the
fact that they can not be verbalized or formalized, are in
practice inimitable. The types of relationships proposed
(1.4.9 - 1.4.11) are perfectly compliant with these premises.
It can be said that they are difficult to imitate because they
are intangible assets based on practical learning obtained
through experience and refined by practice, and also be-
cause they depend on a large number of people or teams.
Because they are socially complex and tacit, our competitors
will not be able to obtain them by hiring our employees.

1.4.14.Difficult to substitute. All business models run the risk of being
replaced by another sooner or later. Internalizing the
changes produced by sustainable development on the com-
petitive landscape (1.4.5 - 1.4.7) and the development of the
proposed stakeholder relationships (1.4.8 - 1.4.11) does not
completely protect firms against this risk, although it is
considerably reduced. In the first place because the in-
formation and knowledge involved will be considerable
and constantly more complete. In the second place be-
cause most of the risk of capability and activity replace-
ment will be increasingly related to the new implications
introduced by the need for sustainable development.

1.4.15. Valuable. Sustainable development helps to develop capa-
bilities and activities that are difficult to imitate and substi-
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tute. But they will also be valuable if, in addition to distin-
guishing our business model from that of our competitors,
they also support and increase the persistence of competi-
tive advantages. This partially depends on the evolution of
society. And it is becoming increasingly unquestionable
that society is moving towards demanding business con-
duct that permits sustainable development 9.

Sustainable development, innovation
and reputation as the source of persistent competitive advantages

1.4.16. Acceptance of the changes in the competitive landscape
implied by sustainable development and the development
of the capabilities and activities presented above leads, pri-
marily, to promoting two unquestionable sources of persis-
tent competitive advantages: innovation and reputation. As
we shall see, both will help us to prepare a business model
that is different from that of our competitors which, as we
all know, is essential for any strategy. 

1.4.17. Innovation. Innovation, understood as the result of basic
and applied research and development (R&D and innova-
tion) has become an essential condition for competitive
success. In a discontinuous world, strategic innovation is a
key factor of the creation of wealth. Strategic innovation is
the capacity to re-conceive the existing industrial model to
create new value for customers, outwit competitors and
produce new wealth for all stakeholders (Hamel, 1988). In
this respect, a great deal has been said and written (and
much less applied) of the importance of intellectual capi-
tal as food for R&D and innovation processes. Well, the chal-
lenges derived from the demand to move towards sustain-
able development help firms to question their usual ways
of thinking and acting and to approach the need to devel-
op new products, services and technologies, so they are an
invigorating organizational shake-up and an undeniable
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source of innovation opportunities. Establishing new rela-
tionships with different stakeholders leads companies to
possess the broadest range of present and future outlooks
on the world, to obtain information and knowledge relat-
ing to the opportunities concerned and to establish the
collaborations that are essential to make them come true,
besides providing them with the credibility required to se-
cure social approval for their innovations. 

1.4.18. Reputation. The asset of a good reputation is evidently one
of the reasons for the difference between the book value
and the market value of many companies. A large number
of studies confirms this (Shrivastava, 2000; Vergin and
Qoronfleh, 1998; Black, 2000). In all the studies that aim
to analyze what is behind different business reputations,
one fundamental variable is their environmental and so-
cial conduct, and therefore their contribution to sustain-
able development (Slocun and Turner, 1999) 10. A good
reputation allows firms to obtain the loyalty of present cus-
tomers and attract new ones, to attract and retain the best
employees, to gain a good brand image, to have preferen-
tial relationships with the administration, to see how their
products, services and proposals in different fields are ac-
cepted by society, to have lower capital and insurance costs,
to obtain preferential treatment in the growing market of
socially responsible investment funds, and to obtain a
greater license to innovate and, in general, more credibility
when explaining their points of view to stakeholders. Like
innovation, it is an unquestionable source of persistent
competitive advantages. It may not guarantee success, but it
certainly increases firms’ likelihood of success and survival.

1.4.19. We have seen how innovation and reputation depend on
the development of new capabilities and activities linked to
stakeholder relationships. Figure 1.4 shows how adequate
management of new capabilities and activities, reputation
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and innovation leads to a business model different from our
competitors’, creating a value in which economic, environ-
mental and social factors are inextricably bound together.

From the traditional view of corporate governance
to sustainable corporate governance

1.4.20. The ideas described in this chapter imply the introduction of
fundamental changes in the concept of corporate gover-
nance and the goals it should target. The following figure
shows a diagram of the fundamental aspects of this change:

1.4.21. Since the central value that has traditionally guided corpo-
rate governance is basically economic, the aim of firms’ activ-
ities has been to maximize share value by obtaining investor
satisfaction. In the new concept of corporate governance pre-
sented in this Code, the central value is not economic growth
but sustainable development. Therefore, the governance of
sustainable businesses aims ultimately at creating value in a
persistent manner, for shareholders and for society in gener-
al, by means of both investor and stakeholder satisfaction. 
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1.4.22. To summarize, the work carried out by top corporate gov-
ernance bodies to obtain shareholder satisfaction and,
therefore, their companies’ survival, is inevitably linked to
obtaining stakeholder satisfaction, and thence to accepting
the principles of sustainable development.

1.5. Summary

Sustainable development seems to have spawned a whole new lan-
guage. The growing amount of sustainable-development focused liter-
ature is frequently littered with terms such as corporate citizenship,
good governance, corporate social responsibility (CSR), and so on. In
our approach to the sustainable enterprise, we have avoided differ-
entiating among all these terms. The main reason is that, in our opinion,
all of these terms, although coming from diverse strands of thought,
refer to the broader societal role that contemporary enterprises
should play. In this sense, it is not the objective of this research to go
into the possible differences among all these terms. Rather, our goal is
to identify how leading firms, in assuming this broader societal role, are
integrating this idea in their corporate governance and strategies.
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BROADLY speaking, governance systems consist of three parts of
an interactive process: information generation and sharing; deci-
sion-making and accountability; and distribution of resources and
wealth (Doppelt, 2003). More specifically, the term corporate gover-
nance refers to the structures associated with the decision-making
and monitoring processes in a firm. The board of directors, the ex-
ecutive board and the chief executive officer are considered the
bodies with the highest responsibilities in decision-making and con-
trol processes. The OECD Principles of Corporate Governance clear-
ly defines these functions: 

The corporate governance framework should ensure the strate-

gic guidance of the company, the effective monitoring of man-

agement by the board, and the board’s accountability to the com-

pany and the shareholders [...]. In addition, boards are expected

to take due regard of, and deal fairly with, other stakeholder in-

terests including those of employees, creditors, customers, suppli-

ers and local communities. Observance of environmental and so-

cial standards is relevant in this context.

As is explicitly mentioned in the OECD Principles, the board of di-
rectors plays a vital role in organizations, as its main duty is to protect
the shareholders’ interests and to harmonize firms’ objectives with
stakeholders’ concerns and aspirations. In other words, the main role of
the board of directors is to ensure the long-term sustainability of the firm. For this
reason, we focused our attention on the analysis of several attributes of
the board of directors when studying corporate governance issues.
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The field of corporate governance has received abundant atten-
tion of late. Several codes or principles of corporate governance
have been released to foster the higher transparency and account-
ability of managerial practices and ensure a better protection of
shareholders’ interests. However, less attention has been paid to the
role of boards of directors in promoting sustainability values, strate-
gies and practices within their companies. For this reason, the aim
of this section is to explore what the leading companies of the DJSI

World’s market sectors are doing to advance towards sustainable cor-
porate governance and how they are achieving it. Sustainable corporate
governance implies that the members of firms’ top corporate gov-
ernance bodies have to accept and internalize certain values relat-
ed with sustainable development, and consider them in their dec-
ision-making processes 11.

The framework used to analyze in depth sustainable corporate
governance practices was the one proposed by the Code of Gover-
nance for Sustainable Business 12 (CGSB). The CGSB was the result of
close collaboration between an Editing Committee, formed by mem-
bers of IESE Business School, Fundación Entorno and Pricewater-
house Coopers, and an Executive Council, which was comprised of
more than 60 personalities of acknowledged prestige from the busi-
ness, administrative, academic and social world of Spain. The CGSB

gathered and widened the different board attributes and roles con-
sidered by the mainstreams of corporate governance research. After
reviewing the contributions of four theoretical perspectives, Zahra and
Pearce (1989) proposed an integrative model that identified four
board attributes—composition, characteristics, structure and
process—and three critical roles—service, strategy and control. This
model successfully integrated visions from agency theory (Fama and
Jensen, 1983; Jensen and Meckling, 1976), the legalistic perspective
(Berle and Means, 1968; Mace, 1971; Williamson, 1964), resource de-
pendence (Pfeffer, 1972; 1973), and class hegemony (Mills, 1956;
Domhoff, 1969). Based on this model and adding “values” as a key
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foundation of the sustainable enterprise, the CGSB breaks down sus-
tainable corporate governance into five essential components: 

• Values. Definition of corporate values inherently related to sus-
tainable development.

• Composition. Board members with expertise in sustainable de-
velopment and inclusion of induction training in this field.

• Structure. Board structures to deal with corporate social re-
sponsibility (CSR) or sustainable development issues.

• Process. Internal board processes to ensure consideration of
sustainable development issues and stakeholders’ concerns.

• Roles. Consideration of new roles for embedding sustainable
development into the firm’s strategy, developing policies for
enabling stakeholder dialogue, and internalizing and promot-
ing corporate values. 

In order to obtain a precise knowledge about the corporate gov-
ernance practices of the leading sustainability companies, the rest of
this section is devoted to the analysis of these five components. As an
annex to this chapter, we include a selection of some best practices in
order to illustrate how DJSI sector market leaders are tackling the chal-
lenging process of achieving sustainable corporate governance.

2.1. Values

Individuals in firms have bounded rationality, cognitive biases, and
personal values that direct their actions (Cyert and March, 1963;
Hambrick and Mason, 1984; March and Simon, 1958). When fully
experienced, shared values lie at the core of a firm’s culture and
make it possible to successfully and safely decentralize the decision-
making process. Values reflect beliefs about what is truly important.
For this reason, the acceptance of values tightly coupled with the
principles of sustainable development is essential for achieving real
progress towards a sustainable organization. 

Usually, cultures are deeply rooted and change can be very diffi-
cult. Resistance to change is a natural reaction and arises due to a
perceived threat to the current status quo. To overcome resistance
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and transform organizational culture, sustainability-change leaders
must find key leverage points. In this sense, the assumption and in-
ternalization of values in top corporate governance bodies is prima-
ry, as changes in governance provide the greatest overall leverage
for transformation towards sustainability (Doppelt, 2003).

Our aim was to observe if sustainability leading companies are in-
ternalizing sustainability principles into their corporate values. To
analyze this issue, we followed the proposal of the CGSB. This code
considers that the values upon which sustainable corporate gover-
nance must rest are sustainability, long-term vision, diversity, stakeholder
dialogue, integrity and responsibility. Some of these values have already
been considered in other codes of governance, others represent a re-
consideration of well-known values and several are clearly new. In any
event, it must be mentioned that the values developed should not be
considered infinitely valid. Quite the opposite is true, in fact, since
they are all subject to possible changes derived from the evolution of
the notion of sustainable development. In any case, their very nature
guarantees their ability to adjust to changing needs and therefore to
ensure as much as possible the survival of the firms that adopt them. 

Our results show that corporate core values from DJSI market sector
leaders are quite consistent with the values proposed in the CGSB. How-
ever, some values have more acceptance than others (see Table 2.1).
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Values
DJSI Leading

Percentage
Companies

Values proposed Responsibility 12 67%
by the Code Sustainability 12 67%
of governance Integrity 11 61%
for sustainable Dialogue with stakeholders 8 44%
business Diversity 8 44%

Long term vision 5 28%

Other common Health, Safety & Environ. 10 56%
values Innovation 10 56%

Team Work 6 33%
Profitability 5 28%
Transparency 4 22%

TABLE 2.1: Corporate values (18 DJSI Sector Leaders)



As we can see, responsibility and sustainability are the most ac-
cepted core values with 67%. Integrity follows with 61%. The val-
ues dialogue with stakeholders and diversity also have a wide accep-
tance with 44% of companies adopting them. The value of long
term vision is less, because only 28% of the companies consider it
a core value. On the other hand, there are other values common-
ly accepted by these companies. This is the case of Health, Safety &
Environment—which can be considered as a specific dimension of
the broader value of sustainability—and innovation. Interestingly,
we can see that 56% of DJSI leading companies consider innova-
tion as a core value. This can be interpreted as the importance of
innovation for remaining competitive, but we can also infer that
innovation can be considered as a sustainability driver. Other val-
ues that appear with less frequency are team work, profitability and
transparency. 

While the formal approval of a set of values is vital, equally im-
portant is that the whole organization shares those values. Needless
to say, the board of directors has an important role in spreading the
knowledge and acceptance of corporate values. For this reason, we
will analyze in subheading 2.4, among other issues, the role under-
taken by the board of directors in contributing to the achievement
of a common understanding of corporate values throughout the or-
ganization.

2.2. Composition of the board

Board composition denotes size (number of directors), director
types (inside and outside directors), minority representation (eth-
nic minorities and females), and the directors’ background (educa-
tional background, values and experience). The resource depen-
dence perspective has emphasized the relevance of this attribute
because it considers boards as important boundary spanners that
give essential resources or secure those resources through linkages
to the external environment. Furthermore, because of their pres-
tige in their communities and professions, directors help to en-
hance the firm’s legitimacy in society (Boyd, 1990; Pfeffer, 1972,
1973; Pfeffer and Salancik, 1978; Price, 1963; Provan, 1980). Some au-
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thors have seen a positive relationship between board composition
(e.g., ratio of insiders to outsiders or proportion of female and mi-
nority board members) and actions of social responsibility (Zahra and
Stanton, 1988) or corporate philanthropy (Wang and Coffey, 1992),
while others have observed that firms strategically alter board com-
position in order to respond to significant changes in their external
environment (Hillman, Cannella and Paetzol, 2000). 

Board members should have the skills, experience and capabili-
ties required for developing as effectively as possible their specific
responsibilities. In this sense, we might expect that leading sustain-
ability companies would have in their board-rooms members and
executives capable of providing essential new viewpoints and exper-
tise on sustainable development topics. At the same time, due to the
novelty of the field, we wanted to find out if board directors receive
some kind of induction training to improve their understanding of
the implications of sustainable development for the firm. 

Our results show that 72% of boards are adequately conversant
with and aware of the questions related to sustainable development.
However, just 22% of companies have formal training programs on
CSR for their directors. Table 2.2 shows the results of the composi-
tion of the board.

The cases of Dupont and Dofasco help us to show the strong
commitment and experience of board directors in the field of sus-
tainable development. 

The board of directors of DuPont has 13 members, and 5 of
them have a relevant professional history in the field of corporate
social responsibility or sustainable development. Just to mention
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Yes No Not known
(%) (%) (%)

Composition One or more directors
knowledgeable in 72 6 22
sustainable development

Induction training in CSR 22 33 45

TABLE 2.2: Composition of the board (18 DJSI Sector Leaders)



one, Chad Holliday, CEO and Chairman, is a promoter of sustainable
development within his company. He has written the article “Sus-
tainable Growth, the DuPont Way”, published in Harvard Business
Review and he is also co-author of the book Walking the Talk: The
Business Case for Sustainable Development, published by Greenleaf.

The Dofasco company is a Founding Sponsor of the Sustainable
Enterprise Academy (SEA) at the Schulich School of Business at
York University. The SEA’S mission is to provide senior executives
with the vision, education, tools and support to champion sustain-
able development in their organizations. Dofasco President and
CEO John Mayberry as well as other Dofasco senior executives
completed the program in 2001. The Dean of the Schulich School
Business has been a member of Dofasco’s Board of Directors since
1985, and supported the creation of the Sustainability Enterprise
Academy.

2.3. Structure of the board

Board structure refers to the different dimensions of the board’s orga-
nization. It covers the number and types of committees, committee
membership, the flow of information among these committees and
board leadership. In order to protect shareholders’ rights, re-
searchers from the agency theory have recommended the creation
of compensation and appointment committees, audit committees
and shareholder relations committees (Demsetz and Lehn, 1985;
Jensen and Meckling, 1976). These committees should be chaired
by outside directors to ensure a real and effective supervision
(Davis, Schoorman and Donaldson, 1997). The setting-up of board
sub-committees—such as remuneration, audit, nomination and so
on—has permitted the board of directors to deal more specifically
with relevant issues affecting the corporation. Considering the im-
plications of sustainable development for the firm, it might seem
reasonable for top corporate governance bodies to have a board
sub-committee which, under the responsibility of one of its mem-
bers, takes charge of promoting, supervising and assessing the in-
corporation of these aspects in the firm’s strategy and operation,
and in the activities of its top corporate governance body.
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We reviewed the board structures of the DJSI market sector lead-
ing companies looking for board sub-committees with formal responsi-
bilities in CSR or similar (CSR committees henceforth). We distin-
guished among the CSR committees with only non-executive members
from those with executive and non-executive members. 

Our results show that 55% of companies have already appointed a
CSR committee to integrate sustainable development topics into their
firm’s strategy and operations. There are a higher number of board
sub-committees with only non-executives members than with execu-
tive and non-executive members, although the difference is not signif-
icant. We also observed that the firm’s CEO is always present in the CSR

committees made up of executive and non-executive members. 
Whereas we can find as many names for CSR committees as com-

panies we have in the sample, most of these committees have simi-
lar responsibilities. These can be summarized as follows: 

• Consider, review, evaluate and monitor environmental, social
and ethical policies.

• In collaboration with top management, ensure that strategy
considers sustainable development dimensions. 

• Advise the board on sustainable development or CSR policies.

But what happens with those companies without any CSR com-
mittee? How do they consider and manage sustainability? In this
case we identified two systems that allow the board of directors to
track the progress of the company towards sustainability:

• Five companies integrate sustainability issues and CSR policies
in existing board committees (e.g., audit, accountability and
risk management committees). In this case, some of the board
committees assume new responsibilities in relation to sustain-
able development. 

• Two companies have appointed one director of the board with
specific responsibilities for reviewing and monitoring environ-
mental, social and ethical policies.

Considering all the different types of corporate governance
structures and systems mentioned above, we can say that all compa-
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nies except one have some type of governance structure that allows
the board of directors to review, supervise and assess the firm’s triple
bottom line. We found just one company in which we could not iden-
tify any mechanism for integrating CSR topics into governance struc-
ture. Table 2.3 shows these results. 

As we will see later, the structure of the board is a key factor for
ensuring the integration of sustainable development into the firm’s
strategy. The appointment of CSR committees or the assumption of
responsibilities related to sustainable development in existing com-
mittees provides a strong mechanism to strengthen sustainability
strategy. As a matter of fact, comparing the different committees ap-
pointed by DJSI leading companies with all the companies analyzed
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Governance Structures
DJSI Leading

%
Companies

Structure Formal Made up of only
CSR Board non-executive 6
Committee members

10 55
Made up of
executive and
non-executive

4

members

Other Integration of CSR,
governance SD in existing 5
structures board committees

7 39
Appointment of a
board director with
specific responsibilities

2

in CSR, SD

Without
any kind 1 6
of structure

TABLE 2.3: Structure of the board for integrating sustainability
into strategy (18 DJSI Sector Leaders)



by SAM (approximately 800 companies), we can observe that the
biggest difference resides precisely in the appointment of CSR com-
mittees (see Graph 2.1). While 83% of DJSI leading companies have
appointed a CSR committee 13, only 21% of the universe of firms
analyzed by SAM has formalized sustainable development responsi-
bilities within a board committee. Thus, the adaptation of the struc-
ture of the board to sustainability aspects turns into a fundamental
factor for ensuring a better quality and depth of overall formulation
and implementation of sustainability strategy. 

Furthermore, Graph 2.1 shows that DJSI leading companies always
have better governance structures to deal with typical board respon-
sibilities than ordinary companies. Corporate governance reports
and codes—e.g., Winter report (EU), Higgs report (UK), Aldama re-
port (Spain), Cromme code (Germany)—always recommend the
appointment of specific committees to undertake some of the key
responsibilities of the board, such as selection, nomination and
compensation of key executives, audit and information disclosure.
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Audit, accounting
risk management
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CSR, SD, Corp.
Citizenship
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Strategy

Not known/
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44%
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0%
7%

GRAPH 2.1: Appointment of board committees

Source: SAM Research, 2003.

13 This percentage comes from the sum of those DJSI leading companies with a speci-
fic CSR board committee and those that have integrated CSR policies and responsibility with-
in an existing board committee. The former are 55% and the latter are 28%. 



In Graph 2.1, we can observe how DJSI leading companies follow these
recommendations on corporate governance in a more precise way
than ordinary companies. However, we would like to insist that, al-
though these differences in the degree of fulfillment of good cor-
porate governance codes can be considerable, the most important
and noteworthy difference resides in the appointment of CSR com-
mittees. From these results we can arrive at a key conclusion: sus-
tainability is a key component of good corporate governance.

A good example is Westpac Banking, which established a com-
plete governance structure to fully integrate corporate responsibili-
ty into the way the Australian bank does business. In 2001, the board
established a Board Social Responsibility Committee to reinforce
their commitment to sustainable and socially responsible practices. 

Westpac’s corporate social responsibility governance structure is
a hierarchical structure segmented into four layers which, from top to
bottom are: the Board and the Board Social Responsibility Commit-
tee, which overlaps with Executive Office CSR business review (com-
prising the Chief Executive Officer and CSR management), which
overlaps with the Customer Committee, the Environmental Advisory
Group and Stakeholder Engagement. This then leads into a two-way
relationship with the final layer, business units (see Figure 2.1).
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Board Social Responsibility Committee

Chief Executive Officer

Executive Office CSR business review

CSR Management

Customer Committee
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Stakeholder Engagement

Business units

�
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FIGURE 2.1: CSR governance structure at Westpac Banking



The Board has the responsibility, among others, to ensure that
business is conducted ethically and transparently, to set standards
for social and ethical practices, and to monitor compliance with
Westpac’s social responsibilities and practices.

The main purpose of the Board Social Responsibility Committee
is to foster Westpac’s commitment to operate its business in a man-
ner consistent with the rapidly changing demands of society. The
Social Responsibility Committee reviews the social and ethical im-
pacts of Westpac’s policies and practices and oversees initiatives to
enhance Westpac’s reputation as a socially responsible corporate cit-
izen. It also participates with management in setting the strategic di-
rection for Westpac’s image, including social and environmental
policy, community involvement, and ethical policy relating to lend-
ing and investment activities. The Social Responsibility Committee
is made up of three non-executive board members plus one execu-
tive board member, who is the CEO. 

According to Westpac’s Senior Advisor of Corporate Responsi-
bility & Sustainability, typical agenda items of the Board of Social Re-
sponsibility may include: sustainable supply chain management;
feedback from external assessments and ratings; performance
against social and environmental indicators; external sustainability
reporting; new customer satisfaction measures; and review of initia-
tives for Indigenous Australians.

2.4. Process of the board

Board operations—such as selection of agenda items for board
meetings, board materials distributed in advance, board access to in-
dependent advisors, establishment of directors’ responsibilities and
so on—are working procedures that determine how the processes
of information generation and sharing, decision-making and ac-
countability, and distribution of resources and wealth are carried
out. Because most aspects of sustainable development are quite
new for most companies, it seems advisable for their top corpo-
rate governance bodies to regularly consider and prioritize these
issues and good practices in their board rooms. Thus, discussion of
sustainable development and its implications for the firm should be-
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come routine among the board of directors of companies that have
adopted sustainability as a core value and business driver. 

We observed the communication and working processes most
commonly used for dealing with sustainability in the firm’s gover-
nance structure. We focused our analysis on the frequency of board
meetings where sustainable development topics were discussed, the
communication mechanisms between the board and CSR commit-
tees, and the invitation of external experts on CSR or sustainable de-
velopment to board meetings. 

Our results show that the frequency of meetings where sus-
tainability policies are formally discussed varies from one to four
times a year (see Table 2.4). We should also mention that most com-
panies state that sustainability is informally discussed often or at
every board meeting, because sustainable development is inte-
grated into the way they do business and lies at the core of the fir-
m’s strategy.

The agenda for each meeting is normally formalized one month
before the meeting and information, whether or not related to sus-
tainability, is distributed one or two weeks in advance of the meet-
ing, with one week being the most common standard. Nevertheless,
some sensitive subject matters or urgent issues may be discussed at
the meeting without written materials being distributed in advance
or at the meeting.

Regarding board CSR committees, we observed that the frequen-
cy of meetings varies from two to four times a year. After each meet-
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Number of board meetings
where sustainability strategy DJSI Leading Companies

and policies are formally discussed

Once a year 4
Twice a year 4
Three times a year 3
Four times a year 5
Not known 2

TABLE 2.4: Sustainable development in board meetings
(18 DJSI Sector Leaders)



ing the committee reports to the board on its activities and deci-
sions. Furthermore, as some or all of CSR Committee’s members are
also board members, communication is secured through member-
ship of both bodies. 

Other common communication mechanisms to inform the
board of sustainability issues are: periodic updates to directors on all
matters, including sustainability, and regular reports to directors on
CSR from internal executive committees. 

For instance, Marks & Spencer’s CSR Committee meets at least
three times annually. In addition, there are bi-monthly updates
to all board members on CSR and the environment (i.e. one up-
date a month). The CSR Committee receives relevant papers at
least a week prior to the meeting, which is the norm for all its
board level meetings. The main Board has special responsibility
for environment and external stakeholder policies. One board
member has specific responsibilities for environmental matters
and internal sustainable development experts (assisted by exter-
nal expertise as required) feed into the CSR Committee at every
meeting.

Finally, in none of the companies analyzed is the invitation of ex-
ternal experts on sustainable development to board meetings con-
sidered a formal policy. However, based on the responses from
the companies we contacted, we found that most of them invite
external experts when they consider it appropriate. That means, for
instance, that external guests are invited from time to time to talk to
the board about topics affecting the corporation (e.g., global warm-
ing, biotechnology, etc.) or to advise the board on sustainable man-
agement policies and tools.

2.5. Role of the board

Traditionally, the primary board roles considered by mainstream
theoretical perspectives have been strategy, service, and control
(Zahra and Pearce, 1989). Sustainable corporate governance im-
plies that the firm’s directors and executives perform, among oth-
ers, new functions that will help to infuse the firm’s sense of identi-
ty and sustainability values among all of its members. Equally
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important is that these top governance bodies become aware of
stakeholder aspirations through an honest and transparent dia-
logue with them. Next, we will review the main functions of sustain-
able corporate governance.

The strategy role has been emphasized by authors following
agency theory, and gives special consideration to the board’s strate-
gic contribution in formulating strategy and monitoring its effective
implementation (Baysinger and Butler, 1985; Kosnik, 1987). For
this reason, one vital task of top corporate governance bodies is to
make sure that sustainable development is a key variable embedded
in the strategy formulation process. 

Acording to the CGSB, another important top corporate gover-
nance function is to take the necessary steps to ensure that all com-
pany members internalize the values inherent in sustainable corpo-
rate governance, so that they are taken into consideration in all of
their decisions and activities. Top corporate governance bodies will
also have to aim at having these values accepted by all the other
firms and organizations involved in the value chain of which the
company is a part.

Stakeholder theory posits that the capacity of a firm to generate
sustainable wealth over time, and hence its long-term value, is
determined by its relationships with critical stakeholders (e.g.,
Carroll, 1989; Donaldson and Preston, 1995; Freeman, 1984;
Jones, 1995; Jones and Wicks, 1999; Mitchell, Agle and Wood, 1997;
Post, Preston and Sachs, 2002). In stakeholder theory, the corpora-
tion is defined as a socio-economic organization built to create wealth
for its multiple constituencies. 

The stakeholders 14 of any firm are usually quite diverse, but re-
lationships between the firm and each of its stakeholders have many
common features. In addition, the stakeholders have common in-
terests (as well as potential conflicts) among themselves (Mitchell et
al., 1997). According to this view, the critical challenge for contem-
porary management is the recognition of the mutual interests
among the firm and its stakeholders. The dialogue and the rela-
tionships between the firm and its stakeholders, that is to say, those
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individuals or organizations who have some type of interest or influ-
ence in its activities, have gone from being a merely peripheral and
often cosmetic activity of limited importance for the competitive suc-
cess of the business organization to being a basic and core require-
ment for the persistence of its competitive advantage and survival.
Consequently, one of the central functions of sustainable corporate
governance is the maintenance, at the highest levels and whenever re-
quired, of an honest, fluid and rich dialogue with stakeholders, and
the establishment of the necessary stakeholder relationships.

In this section we will first compare the traditional board re-
sponsibilities, including CSR, of DJSI leading and ordinary compa-
nies. Second, we will analyze different information and communi-
cation processes that permit the board of directors to assure the
consistent integration of sustainable development into the corpo-
rate strategy. Third, we will observe the different tasks promoted by
the board to ensure that values are internalized throughout the
company and respected by other key stakeholders such as suppliers
or vendors. Next, we will see how dialogue with stakeholders is pro-
moted and established at the highest levels of organizations. Finally,
we will examine the role of top corporate governance bodies in
guaranteeing that sustainable development principles are integrat-
ed into R&D and innovation processes. 

2.5.1. Responsibilities of the board of directors
Strategy formulation, selection and nomination of top execu-

tives are, among other things, common responsibilities of the board
of directors. Likewise, a company which aims to become a sustain-
able enterprise should consider sustainable development policies as
a formal responsibility of the board. Graph 2.2 depicts the different
roles which are formally taken on by the board of directors. Once
again we can see how the biggest difference between DJSI leading
companies and ordinary companies resides in the field of CSR. 

Only 52% of the ordinary companies consider sustainable devel-
opment a responsibility of the board of directors, whereas a re-
markable 94% (all but one) of DJSI leading companies consider this
function a key responsibility of the board. We can obtain an inter-
esting insight by comparing the results from this graph with the table
of the structure of the board (see page 51, Table 2.3). In Table 2.3
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we found that only one company did not have any kind of structure
to integrate sustainability into strategy. This is the same result that
was found regarding the issue of formal responsibilities of the board of di-
rectors. Therefore, we can infer that the structure of the board is a deci-
sive factor for embedding sustainability into the firm’s strategy. In the next sec-
tion, we look at this topic in greater detail.

2.5.2. Embedding of sustainable development within strategy
As we can see from Graph 2.2, the board of directors is ultimately

responsible for the policies and management of the corporation, and
approval of strategy. Moreover, some companies—44% in the case
of DJSI leading companies—have appointed a board committee to
undertake this core function. We should also mention that in multi-
national corporations strategy is usually formulated through an in-
teractive process between the top executive committee and the
board of directors. 

The way the board of directors makes sure that sustainable de-
velopment is integrated as a key variable in strategy formulation
processes is totally dependent on the firm’s governance structure. Thus, we
will distinguish among the different structures considered previous-
ly (subheading 2.3) in order to analyze this issue:
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• Companies with board CSR committees. These committees play an
active role in providing input and assessing companies’ poli-
cies, objectives and practices on CSR. They also inform boards
about company results related to sustainability. The CSR com-
mittee is always supported and informed by top level corpo-
rate units. In some cases, an executive team with corporate re-
sponsibilities in sustainable development interacts with the CSR

committee to formulate and review the strategy and policies.
An exemplary case was provided in subheading 2.3 when we
explained Westpac’s corporate governance structure. 

• Companies with existing committees taking on CSR policies. This case
is quite similar to the previous one. However, because of the
broader responsibilities of these kind of committees (e.g., au-
diting, risk management) we cannot expect the same degree
of attention given to sustainability issues as in a committee
exclusively dedicated to working in the sustainability area.
For instance, Intel’s executive committee and governance
committee include citizenship and reputation in their man-
agement agenda.

• Companies with one board member responsible for social and environ-
mental policies. In this case, corporate officers for environmen-
tal and social affairs report to this director of the board and
keep him/her informed about the company’s results in those
areas. Although we are not in a position to judge which com-
panies have truly integrated sustainable development into their
strategy, we observed that this kind of structure offers less (ex-
ternal) evidence of such integration. In Pearson, David Bell, as
director for people, is the board director with overall respon-
sibility for labour standards, human rights and environmental
issues.

Finally, we would like to mention some communication systems
that permit better interaction between the board of directors and
management in relation to sustainable development. These are the
following:

• Formal communication—through regular reports and/or
shared membership—from the top executive body to the
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board of directors on sustainable development policies and
performance. Some companies have gone a step further and
have created a specific executive committee—made up of
members of executive management and top executives
from each division—for formulating and supervising the im-
plementation of sustainable strategies into business units. In
this case, corporate units and divisions provide input to and
advise the top executive committee which, in turn, informs the
board on the company’s progress towards sustainability. Sus-
tainability policies and strategy are discussed in the interaction
process between the board of directors and management.

• Formal communication—through regular reports—from an
internal sustainability committee to the board of directors.
This internal committee, which is the main group responsible
for implementing environmental, social and ethical initiatives,
is normally made up of CSR directors and managers from sup-
port functions such as Human Resources, Communications,
Procurement or Corporate Governance.

Novozymes does not have any board sub-committee to deal with
sustainability issues, but the firm’s board of directors participates in
strategy formulation and provides direction to executive manage-
ment. Two times a year, in June and September, the board of direc-
tors meets to discuss strategic plans, including targets and plans in
relation to sustainable development (see Figure 2.2). 

2.5.3. Internalization and promotion of values
In this section, we focus our attention on four roles of the

board or any other department on behalf of the board. First, we
will look at different tools and policies used for internalizing the val-
ues assumed by the company. Second, we will analyze different
ways of checking the level of awareness of values throughout the
organization. Third, we will show how sustainability leaders are
extending their commitment to support sustainable develop-
ment externally and to other players of the value chain. Fourth,
we will examine how these organizations make sure that those
values are respected by other key stakeholders, such as suppliers
or vendors.
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FIGURE 2.2: Cooperation between board and management in Novozymes



2.5.3.1. Internalizing values
Several mechanisms are in place to achieve the acknowledgment

of the corporate values inherent in sustainable corporate governance,
but the formal declaration of values and principles in the form of a
code of conduct is the most common mechanism used for this pur-
pose. All companies have written a statement of business practice to
guide all employees and managers in their day-to-day work. Gener-
ally, this document contains the company’s values, vision statement
—sometimes a sustainability mission statement—and a code of
business principles and conduct. It covers issues from obeying the
law to displaying integrity, as well as responsible and sustainable
business practices (Graph 2.3 depicts the most common issues cov-
ered by codes of conduct). The code of conduct always receives the
complete approval of the board before its formal release and is
handed out to all employees.

In Graph 2.3 we can observe how DJSI leading companies’ codes
clearly address ethical, social and environmental values and princi-
ples. The percentages are considerably smaller when taking into ac-
count the general sample. On the other hand, it is surprising that
16% of companies analyzed by SAM do not have, or do not com-
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municate, the content of their code of conduct. If we assume that
these companies do not have a code of conduct, it means that near-
ly 130 companies lack this document. This is a considerable per-
centage if we consider that the companies analyzed are multina-
tional corporations trading in Dow Jones Global Indexes. 

Some other tools exist to reinforce the understanding of the
code of conduct or corporate values related to sustainability.
Among them, we can find communication programs, training pro-
grams for managers and employees, and dedicated help desks and
procedures for solving code of conduct concerns and doubts. The
latter usually include open-door policies, telephone hot lines,
confidential e-mail systems, whistle blowing processes or on-line
tools. Less frequent is the invitation to employees to offer their
opinions on code of conduct reviews and awards for remarkably
ethical or environmental behaviors or practices. A summary of the
results follows:

• All companies have a code of conduct for guiding employees’
and managers’ behavior in their day-to-day work.

• Seventeen companies have communication policies to rein-
force the understanding of values and principles stated in the
company’s code of conduct.

• Fourteen companies have intranet programs to enhance un-
derstanding of the code of conduct through practical exam-
ples and training sessions.

• Thirteen companies link compliance with the code of conduct
to employee remuneration.

• Eleven companies have help desks for solving code of conduct
doubts.

• Four companies invite employees to give their opinion on the
code of conduct reviews or ethical policies.

• Three companies offer awards for those teams or individuals
demonstrating excellent business practice in social, ethical or
environmental behavior.

Graph 2.4 gathers these data and compares the implementation
of some practices among DJSI leading companies and the universe of
firms analyzed by SAM.

[ 64 ] the sustainable enterprise: learning from djsi leaders



As we can see in Graph 2.4, the differences between DJSI leading
companies and ordinary companies are considerable. The code of
conduct is the most important tool for internalizing values. Howev-
er, the use of systems to internalize the code of conduct across the
organization is much more developed in DJSI leading companies
than in ordinary companies. The difference in the degree of imple-
mentation of these systems is over 30% on average. These are im-
portant results because unless there are clear systems to implement
the code of conduct, this document has no impact on management
and employees’ behavior.

2.5.3.2. Monitoring the level of awareness of values
Now that we have understood the mechanisms companies use to

internalize values, we will explore how these companies are moni-
toring the level of awareness of corporate values. Below we provide
examples of some of the more common practices and systems used
among sustainability leaders.

Whereas the code of conduct is a reserved power of, and is en-
dorsed by, the board of directors, implementation programs are
the responsibility of the business units or divisions. A senior manag-
er of each business unit is usually nominated to act as owner of the
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implementation program. In addition, all executives and managers
must confirm their knowledge of the code of conduct and their com-
mitment to promote it among employees. We also observed that some
companies have created a corporate compliance committee or have
nominated a compliance officer to oversee the necessary policies and
systems in place to ensure compliance with the code of conduct in all
divisions and business units. Senior managers or compliance com-
mittees report regularly to the board of directors or board audit com-
mittee and keep them informed of adherence to business principles
across the organization. Moreover, most companies have put in prac-
tice disciplinary actions to deal with breaches of the code of conduct.

It is also worth mentioning that 72% of companies link em-
ployee and manager remuneration to compliance with the code
of conduct as a way to ensure a complete awareness of business prin-
ciples and values across the organization. Also, 67% of companies
have integrated compliance with the code of conduct in their em-
ployee performance appraisal system. The annual or bi-annual em-
ployee surveys given to all employees are commonly used for mea-
suring the level of awareness of business principles and values
among this group. In addition, some of these companies have a per-
formance indicator for measuring the progress of the awareness of
business principles among employees. 

A more reduced number of companies have gone a step further
and are conducting a Business Conduct and Ethics audit in all busi-
ness units and subsidiaries. The results are reported to the board
audit committee, which in turn informs the board of directors. A
summary of the above results follows:

• Seventeen companies have internal management systems
and reporting structures to ensure adherence to the princi-
ples and values endorsed in the code of conduct.

• Fourteen companies put in practice disciplinary actions in the
case of a breach of the code of conduct’s norms.

• Thirteen companies link the code of conduct to employee and
manager remuneration. 

• Twelve companies conduct employee performance appraisal
systems that integrate issues related to code of conduct com-
pliance. 
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• Seven companies conduct internal Business Conduct and
Ethics audits.

• Three companies track the progress of the level of awareness
of business principles and values among employees. 

Graph 2.5 makes a comparison between DJSI leading companies
and the universe of companies analyzed by SAM of some of the code
of conduct implementation procedures that we have explained. 

As we can see, definition of responsibilities and reporting lines is
the most common system for implementing the code of conduct, with
94% for DJSI leading companies and 61% for ordinary companies.
Comparing the results between these two groups of companies we
can observe that DJSI leading companies are far more advanced than
ordinary companies. In some particular cases, such as compliance
linked to employee remuneration, the difference extends to more
than 50%. The field of certification of compliance systems is the
only one where results and differences are not too significant. 

It is important to note that 30% of the analyzed companies
responded not known. If we consider the previous graph (Graph 2.3),
we see that 16% did not communicate or did not have a code of
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conduct. Thus, we can infer that 14% of companies which have a
code of conduct do not possess any system or procedure to imple-
ment it. This creates further potential for improvement for the ma-
jority of the companies.

In sum, these results reaffirm the main idea expressed at the be-
ginning of this chapter: the sustainable enterprise not only has dec-
larations or statements of the importance of embracing new values
in accordance with sustainability, but also has systems and proce-
dures that ensure that all members from the company live up to
these values. 

The remarkable endeavors of British Telecom (BT) in promoting
its code of conduct and checking its level of awareness across the
company require a detailed explanation. BT has a written a State-
ment of Business Practice (The Way we Work). The Statement re-
flects the firm’s international operations and increasing expecta-
tions in the areas of corporate governance and business practice
standards. A copy of the Statement—which is available in eight lan-
guages: English, German, French, Italian, Japanese, Korean, Span-
ish and Chinese (Mandarin)—has been sent to every employee and
is also available on the company’s intranet site. There is also a ques-
tion and answer guide for managers to help them brief their teams.
These high-level principles are supported by a comprehensive com-
munications program and online training. A confidential helpline
and e-mail facility are also available to employees who have ques-
tions regarding the application of these principles. Agents and con-
tractors are required to apply these principles when representing
BT. The Head of Group Business Practice is responsible for dealing
with all these policies. Other elements of the communications plan
include: a video and a credit card-size CD-ROM (explaining the State-
ment) which went to all senior managers for use as a briefing tool, a
desk calendar sent to all managers illustrating the firm’s 12 business
principles, a training web site, a Maintaining Integrity booklet sent to
all managers, 2,000 training videos distributed to targeted man-
agers, and letters from senior managers to their teams reinforcing
the compliance message. In addition, BT’S Statement of Business
Practice is reinforced by a number of company-wide policies: Equal
Opportunities, Ethical Trading, Health and Safety, Environmental
Policy, and Social Policy.

[ 68 ] the sustainable enterprise: learning from djsi leaders



In 2001 a BT Internal Audit Department Report found that awareness
of the Statement of Business Practice stood at 73% of all employees
across the entire BT Group and 71% of all BT employees in the UK:

BT Group BT in the UK

Awareness March 2001 73% 71%
Target March 2001 70% 70%
Awareness Sept. 2000 — 68%
Target September 2000 — 65%

These improvements in awareness are the consequence of a
comprehensive employee communications plan. In collaboration
with the Institute of Business Ethics, BT also established an in-house
business practice excellence award. Individuals are nominated by
colleagues for demonstrating excellent business practice behavior.

In 2001 a BT Internal Audit Department Report found that the pro-
portion of managers aware of the specific ethical risks they face stood at
87% across the entire BT Group and 89% of all BT employees in the UK.

BT Group BT in the UK

Specifically aware March 2001 87% 89%

BT believes that this level of application arises from its strategy of
embedding the Business Principles into its day-to-day activities. BT

has, for example, linked the Statement of Business Practice to Turn-
bull compliance (a requirement of company financial reporting),
not only at the BT Group level but also at the operational unit level.
This means that risks are regularly reviewed throughout the busi-
ness, rather than just at the corporate center. All senior managers
are required to manage and minimize that risk (rather than leaving
it to a specialist in compliance) and have recently briefed their
teams on the importance of the Statement.

The Statement of Business Practice is a reserved power of the BT

Group Board and all BT’S Lines of Business (Ignite, Retail, Whole-
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sale, Exact & Openworld) are mandated to comply with it. Imple-
mentation programmes are the responsibility of each Line of Busi-
ness, all of which have nominated their own senior manager to act
as owner. 

2.5.3.3. Promoting values externally
After reviewing the roles of the board in internalizing and

checking the level of awareness of values across the organization,
we analyze the role of the board in externally promoting the cor-
porate values and the way in which compliance is verified. Next, we
will show the main mechanisms used for accomplishing this task.

The most extended and proactive way to foster corporate values
externally is the assessment of suppliers’ accordance with social and
environmental aspects. The development of a sustainable chain poli-
cy or sustainable supplier guidelines is discussed and endorsed by the
board of directors or board CSR committees. 

Graph 2.6 depicts the results of social and environmental areas
considered in the evaluation and selection of key suppliers. Envi-
ronmental aspects and occupational health & safety risks are the
areas that receive the most attention. These are followed by labor
standards and human rights. Restricting the analysis to DJSI lead-
ing companies, we can observe robust percentages: 94% consider
environmental aspects when selecting and evaluating key suppli-
ers and 89% occupational and health & safety issues. These high
percentages are consistent with the adoption of standardized en-
vironmental management systems (EMS), because many organiza-
tions that have adopted these systems manifest a preference for
suppliers that are also certified. The fulfillment of labor stan-
dards is also considered by 72% of the companies. A more re-
duced percentage, 61%, are integrating into this process the
evaluation of human rights 15. These results are especially impor-
tant for those companies operating in developing countries,
where institutional weakness, lack of regulations and poverty
leave employees in an extremely vulnerable position. To some
extent, the sustainable enterprise can face up to these deficien-
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cies and promote good environmental, social and ethical prac-
tices among its suppliers. 

We see impressive differences with regard to DJSI leading compa-
nies when comparing their results to those of ordinary companies. For
example, environmental aspects are only considered by just over 50%
of ordinary companies. The percentages for social matters are even
lower: just 40% of companies take into consideration health & safety
and labor standards when selecting and evaluating suppliers, and only
25% care about human rights. Finally, 36% of the universe of firms an-
alyzed by SAM do not have or do not disclose any requirement related
to sustainability to select and evaluate suppliers. 

As was stated by several DJSI leading companies, the develop-
ment of a sustainable chain policy is a crucial element to enhance
sustainability practices across the value chain. At the same time, it
allows the firm’s procurement department to assess and select
suppliers in a systematic way and in accordance with sustainable de-
velopment principles.

We observe that this policy can be complemented by other
activities or policies to achieve a higher commitment from suppli-
ers, for example: the extension of some parts of the code of con-
duct—especially those referring to labor and human rights—to sup-
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pliers 16, the establishment of dialogue channels and training pro-
grams to improve suppliers’ sustainable performance, and reward-
ing suppliers that excel in social, ethical and environmental busi-
ness practices.

Finally, the endorsement and support of international standards,
such as the United Nations Universal Declaration of Human
Rights 17, is also used to exhibit to the community the firm’s com-
mitment to social, environmental and ethical values. This decision is
formally approved by the board of directors. In this case, 67% of
companies have endorsed an international standard.

2.5.3.4. Checking the degree of suppliers’ compliance with values
In this section, we analyze how the board of directors ensures

and measures the degree to which the firm’s suppliers are living up
to the sustainable values and principles promoted by the company.
From Graph 2.6 we can see that 61% of DJSI leading companies are
monitoring suppliers’ fulfillment of environmental, social and ethi-
cal practices. Although this score can be substantially improved, it is
much better than the poor 24% for ordinary companies. 

Linked with the sustainable chain policy, some organizations are
conducting supplier ethical and environmental audits, which cover quali-
ty, health, safety, environmental and labor law issues. This assess-
ment may include, for example, on-site inspection of the supplier’s
facility, review of the guidelines with the supplier, local reference
checks, review of past practices of the supplier, and consideration of
the local environment in which the supplier will perform its services.
Suppliers may also be requested to certify compliance with the
guidelines. Usually these audits are done gradually until they cover
the full range of suppliers. Those suppliers with a higher percentage
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of the firm’s purchases are the first to be audited. In this case, a per-
formance indicator is implemented to track the percentage of raw
material costs covered by these audits.

Sometimes the sourcing principles, or a summary of them, de-
veloped by the organization in its sustainable chain policy form
part of the contract between the company and its suppliers and
suppliers are required to implement them. In this case, the orga-
nization designates an internal department to check suppliers’
implementation of and compliance with the sourcing principles
and values. 

In Chapter 5 (5.4.1 and 5.4.2), we explain in detail the supply chain
management of Marks & Spencer (M&S), which buys products from
more than 1,000 suppliers in over 70 countries and has implemented
a supply chain policy concerning environmental and social issues.

Table 2.7 gathers the results of section 2.5.2, comparing the 18 DJSI

leading companies and the universe of companies analyzed by SAM.

2.5.4. Encouraging stakeholder dialogue
Our aim was to find out if firms’ top corporate governance bod-

ies were ensuring that the interests of their stakeholders were effec-
tively considered in all of their decisions and tasks. Therefore, we fo-
cused our attention on board relationships with external experts to
discuss sustainable development challenges, and board initiatives for
fostering stakeholder dialogue. We could identify five different but
complementary processes to accomplish this function:

• The establishment of an external advisory council made up of
renowned people who are able to assess the company’s poli-
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DJSI Leading Ordinary
Companies (%) Companies (%)

Internalizing Values 100 84
Checking Awareness of Values 94 61
Promoting Values Externally 94 53
Checking Suppliers’ Compliance with Values 61 24

TABLE 2.7: Organizations internalizing and promoting sustainable values



cies on CSR from different viewpoints. Thirty-nine percent of
DJSI sector leaders have an external advisory council of this na-
ture.

• The invitation of external experts on sustainable develop-
ment to board meetings. Although we found no cases of a
formal routine, seven companies responded “when appro-
priate” to this question and gave us examples of personali-
ties attending a recent board meeting of the company. Only
3 companies have never invited an expert on sustainable de-
velopment to a board meeting and are not considering do-
ing so. From the remaining 7 companies we could not ob-
tain an answer.

• The adoption of a policy regarding the company’s relation-
ships with its stakeholders. In this case, the board’s interaction
with stakeholders is formally established as a responsibility of
the board CSR committee and Chairman and/or CEO in the
corporate governance guidelines. Logically, such responsibili-
ty does not preclude any other director, independent or not,
from meeting with stakeholders. In this case, 44% of the com-
panies include this function in their corporate governance
guidelines.

• The board’s interaction with stakeholders through informal
processes. Examples of this interaction include: comments on
sustainability strategy in the annual shareholders’ meeting and
annual report, discussion on topics related to sustainability
with institutional shareholders, meetings with government com-
mittees and NGOS on specific projects, participation of board
members in internet debates on sustainable development, or vis-
its to the firm’s sites to meet local management. This kind of in-
teraction is quite common. Eighty-three percent of the firms’
boards of directors are undertaking some such initiative.

• The publication of an annual CSR report 18. These reports cov-
er different areas that respond to a diversity of stakeholders’
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interests and include feedback mechanisms which allow the
company to know the stakeholders’ opinion. Only three com-
panies from our sample do not publish a CSR report. Table 2.8
summarizes the results mentioned above.

Chapter 4 is specifically devoted to stakeholder dialogue, and
looks at a wide array of practices, including advisory councils, stake-
holder panels, partnerships and formal meetings.

2.6. Summary

Sustainable corporate governance implies that the members of
firms’ top corporate governance bodies have to internalize certain
values related to sustainability and live up to them in their decision
making processes. Our objective in this chapter has been to analyze
how DJSI leading companies are changing their governance prac-
tices to embrace sustainable development. To do so, we used the
framework proposed by the Code of Governance for Sustainable
Business.

From our analysis we can conclude that, overall, DJSI leading
companies have adopted values coherent with sustainable develop-
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Yes No Not Known
(%) (%) (%)

External Advisory Councils
on Sustainable Development

39 61 0

External Experts Invited
to Board Meetings

39 17 44

Formal Responsibility
of CSR Comm./Chairman and/or CEO

44 56 0

Informal Processes 83 6 11

Publication of an Annual CSR Report 83 17 0

TABLE 2.8: Board interaction processes with stakeholders
(18 DJSI Sector Leaders)



ment and that their boards are promoting those values both inter-
nally and externally through different means, such as codes of con-
duct, human resource management systems, procurement systems,
and so on. They differ particularly from ordinary companies in the
importance they give to the external promotion of values, as well as
in their efforts to track the extent to which the behavior of their
people and their suppliers is consistent with those values.

Almost all DJSI leading companies consider sustainability or CSR

issues a responsibility of their boards, while only half of ordinary
companies do so. As a result, the companies focusing on sustain-
ability or CSR issues have introduced changes in the structure and
composition of their boards by creating ad hoc committees and nom-
inating directors conversant with sustainability. In addition, their
boards regularly include these issues on their agendas.

Finally, the leading companies’ boards are aware of the impor-
tance of maintaining an open, honest and fluid dialogue with the
firm’s stakeholders as a way to maintain their license to operate and im-
prove upon their innovation capabilities.
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THE firm’s strategy defines its goals and objectives and includes the
pattern of actions needed for achieving those objectives. The envi-
ronment highly influences the firm’s objectives and usually these
objectives are reviewed to align the firm within its context. In this
sense, during the last few decades we have observed that some
multinational corporations (MNCS) have responded to social pres-
sures and concerns by including new objectives, which can be sum-
marized in the statement achieving sustainable growth. 

One of the strategic concerns explored in the context of sustain-
able development has been the link between sustainable organi-
zations and competitiveness (Shrisvastava, 1995; Hart, 1995;
1997). Managing for continuity and efficiency through traditional
strategies such as cost or differentiation in existing industries and
businesses is no longer enough (Porter, 1980). In the coming years,
competitive advantage will increasingly shift to capabilities for
exploration (March, 1991), disruptive innovation (Christensen,
1997), creative destruction (Foster and Kaplan, 2001; Hart and Mil-
stein, 1999), corporate imagination (Hamel and Prahalad, 1991;
Hamel, 2000) and competitive imagination (Hart and Sharma, 2002).
To be able to develop those capabilities, corporations must embrace
sustainability in their strategies. 

The objective of this chapter is to analyze how leading compa-
nies embody sustainability in their strategies. To do so, we first ex-
amine how these firms are integrating the concept of sustainable de-
velopment in their strategy formulation process. Specifically, we
study the structure that supports the integration of sustainability in
the strategy formulation process. This means knowing which per-
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sons or groups are involved in the process, examining what role
they play, and knowing how sustainable development is taken into
account. Second, we also consider the identification of the mecha-
nisms, policies, and tools used to implement these sustainable
strategies to be equally important. To explore this issue, although
we also consider other systems of making the sustainability strategy
a reality, we focus on how these leading companies are modifying
their balanced scorecards to embrace sustainability.

We should mention that all of the companies from our sample
are MNCS. This implies that the bodies or groups which are present
in the strategy-making processes work at the corporate level, while
the groups responsible for implementing sustainability policies op-
erate both at the corporate and the business level. 

3.1. Strategy formulation

As stated above, we will analyze the structures of leading compa-
nies that support the integration of sustainability in the strategy
formulation process. The definition of a firm’s strategy is the re-
sponsibility of the highest levels of the organization. Usually, top
executive management formulates the strategy and the board of di-
rectors has the responsibility of reviewing and approving it. There-
fore, the firm’s governance structure will be decisive in analyzing
the process of strategy formulation. However, we must not forget
that strategy formulation is also done with the cooperation of other
internal and external groups, which provide insight and guidance
to executive management and the board. Our analysis has enabled
us to observe a wide variety of groups that in one way or another in-
tervene in the strategy formulation process in relation to sustain-
ability. 

Figure 3.1 shows the different bodies that, directly or indirectly,
participate in the strategy formulation process and contribute to the
consideration of sustainable development within it. Although this
whole organizational structure should be considered the ideal sus-
tainable governance structure, we conclude from our research
that, with a few exceptions and variations, it is a fairly standard struc-
ture among DSJI leading companies. For instance, all companies ex-
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cept one have appointed a sustainability council or CSR manage-
ment committees. This means that new positions called Director of
Corporate Responsibility or Director of Sustainable Development have been
created in these companies, in order to facilitate sustainability manage-
ment and help top executives to consider sustainable development
when formulating the firm’s strategy.

Next, we list all of the different bodies that we have seen play an
important role in the integration of sustainable development into
the strategy 19. 

• Board of Directors. As the board of directors is ultimately respon-
sible for approving corporate strategies and providing strate-
gic direction, it plays a key role in this process. In order to in-
clude sustainable development as a key strategy variable, the
board of directors has adopted new responsibilities, such as
ensuring that the business is conducted ethically and trans-
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19 Rather than presenting the aggregate results (as in Chapter 2), we show the ideal
structure—from the details of all the different structures that we have analyzed in DJSI

leading companies—that should allow a company to integrate sustainable development
considerations into the firm’s strategy in a more extensive way.



parently, setting standards for social, environmental and ethi-
cal practices and monitoring compliance with these practices.
Also, some companies have nominated experts with a sustain-
ability background.

• CSR Board Committee 20. The appointment of a board committee
with specific responsibilities in social, environmental and ethi-
cal policies is used to advise the board of directors on issues re-
lated to sustainability. This committee also works jointly with
management in setting up sustainable strategies and reviews
the firm’s sustainability practices.

• Sustainability Council 21. This is a management group made up
of senior executives from business units and support func-
tions. It can be chaired by the CEO or by a top executive direc-
tor. This group acts as the highest executive body with overall
responsibilities for sustainability strategy and policies. It has
two main functions: evaluating policies and developing pro-
posals to drive the integration of sustainable growth within the
corporations and overseeing the implementation of the firm’s
commitment to sustainability in management processes, busi-
ness decisions and communications. 

• CSR Management Committees. These internal committees are ap-
pointed to support the work of the Sustainability Council in
specific areas, such as Environment, Health & Safety or Social &
Ethical Policies. They also support the implementation of sus-
tainability policies through business units.

• External or Internal Advisory Panels. These panels are normally
made up of renowned personalities in the field of CSR or sus-
tainable development. Their main function is to advise the
board of directors on sustainability activities and relevant is-
sues affecting the company (e.g., biotechnology, bioethics,
etc.).

• Stakeholders. The outputs from stakeholder dialogue activities
can also be integrated into the firm’s strategy through the es-
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tablishment of formal processes (e.g., stakeholders’ councils
or internal mechanisms to transfer dialogue outputs). In this
way, the firm’s sustainable strategy evolves over time and main-
tains its strength. 

• Business Units. The major responsibility of business units lies
in the implementation process. They are responsible for
managing sustainability on a daily basis. However, they can
also play an important role in the formulation process when
the business units’ heads are members of the Sustainability
Council.

3M and Swiss Re offer two interesting examples of how these bod-
ies interact and make possible the integration of sustainability in the
strategy formulation process.

• The governance structure set up by 3M allows this firm to inte-
grate sustainable development into its strategy and monitor its
performance (see Figure 3.2 below). First, the 3M Board of Di-
rectors addresses sustainability issues through its Public Issues
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Committee (PIC). The Public Issues Committee of the Board
of Directors of 3M reviews public policy issues and trends af-
fecting the company, reviews and advises with respect to the
company’s environmental, health and safety (EH&S) programs
and compliance, human resources, the corporate contribu-
tion program and the 3M Foundation, and reviews and ap-
proves the company’s response to shareholder proposals re-
lating to public policy issues. Two management committees,
the Corporate Environmental, Health and Safety Commit-
tee and the Business Conduct Committee, support the Pub-
lic Policy Committee. These committees consist of 3M exec-
utives and also set policies and direction to move the
company toward sustainability. Business units are responsi-
ble for managing sustainability. 3M’S corporate staff func-
tions (environmental, medical, safety, human resources,
community affairs and other staff groups) provide the tech-
nical expertise to help business units carry out 3M’S sustain-
ability policies and direction.

• The most important elements of Swiss Re’s sustainability man-
agement are the divisional executive teams, the Sustainability
Management Officers and the Sustainability Steering Commit-
tee. The divisional executive teams constitute the top tier of
management in each of the divisions and have strategic re-
sponsibility. Each executive team nominates a Sustainability
Management Officer, who represents the division on the Sus-
tainability Steering Committee, the main supervisory body at
the group level. This committee is chaired by the Group’s
Chief Reinsurance & Risk Officer. Under the guidance of their
respective Sustainability Management Officers, the project
teams of the business groups and the Corporate Centre are re-
sponsible for implementation. The unit known as Group Sus-
tainability Management in the Corporate Centre is responsi-
ble for process management at the group level and the
coaching of the divisional initiatives. Together these elements
form an integrated organization, which is responsible for
defining sustainability-relevant business processes, shaping
strategy, the reviewing and reporting process and exchanging
know-how.
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3.2. Implementation: using BSC

and other systems to make strategy a reality

We have analyzed in depth how leading companies are adapting bal-
anced scorecard systems for integrating sustainability dimensions
into this management tool. We have focused our attention on the
balanced scorecard (BSC) because it is a tool widely used among
companies for deploying, assessing, and reviewing their strategic ob-
jectives (Kaplan and Norton, 1992). We should keep in mind that nor-
mally all of the programs, policies, standards, and guidelines that
contribute to the implementation of sustainability strategy are de-
veloped at the group level and implemented at the business level. In
this sense, there is a need for management systems and reporting
and monitoring procedures to ensure that these policies are effec-
tively implemented across businesses. After explaining how compa-
nies are incorporating sustainability into their BSC, we will provide
some examples of alternative management systems that are being
used for this same purpose. 

3.2.1. The sustainable balanced scorecard as a system
of deployment, assessment and revision of objectives

In order to become a truly sustainable enterprise, alignment
with sustainable development has to be embedded in all decision-
making processes at all levels. In many cases, big companies have
management systems that help all business and operating units set
their objectives, evaluate their performance, and review both objec-
tives and performance. In the end, these systems allow those at
the highest levels of the organization to check the degree to which the
firm’s objectives are being attained. One of these systems, although
not the only one, is the BSC. The BSC is a framework that helps com-
panies to achieve strategic alignment by linking strategic objectives
with measures and actions. The BSC emphasizes the need for equi-
librium in various respects. First of all, short- and long-term related
goals should be considered equally. In addition, it should cover in-
ternal aspects (such as processes and organizational development,
employees, etc.) as well as external ones (such as customers, share-
holders, etc.). Third, the BSC tries to provide enablers that relate to
future performance (leading indicators), as well as results (lagging indi-
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cators) to depict the effect of aims and measures in the past. Finally,
it includes such intangible aspects as customer satisfaction, process
quality, and organizational development, alongside more traditional
financial indicators. In order to integrate all of these issues, the BSC

usually has four perspectives: customer, finance, people and organi-
zation 22, and business processes 23.

As we can see in Graph 3.1, the BSC is used as a strategic planning
and management tool in 89% of the cases for DJSI sector leaders.
This result confirms that BSC is mainly a strategic management tool.
However, Graph 3.1 shows that the BSC has other common functions,
for example, allowing the comparison of business unit perfor-
mance, measuring overall corporate performance, and contribut-
ing to share best practices across business units. Graph 3.1 also clear-
ly demonstrates that DJSI sector leaders outperform ordinary
companies in the implementation of BSC.
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22 The people & organization perspective is also called learning perspective. Both names
will be used in this report to represent the same perspective.

23 The business processes perspective is also called internal management perspective.
Both names will be used in this report to represent the same perspective.
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GRAPH 3.1: Balanced scorecard purposes

Source: SAM Research, 2003.



Based on the traditional BSC, the Sustainable Balanced Scorecard (SBSC)
provides a broader scope by integrating all three dimensions of sus-
tainability, and therefore is particularly suitable for value-based sustain-
ability management (Figge et al., 2002). We analyzed to what extent
companies are adapting their corporate BSC to sustainability objectives.
This, it should be noted, is a new but emergent issue, wich therefore of-
fers the possibility for further research over the next few years. 

Graph 3.2 sets out the results regarding the different perspectives
of the BSC considered by companies. As expected, the traditional per-
spectives (customer, financial, process and learning) have the biggest
percentages both in DJSI sector leaders and ordinary companies. 

Graph 3.2 also shows that the inclusion of new perspectives is not
yet a common practice. Only 50% of DJSI sector leaders have includ-
ed new perspectives, such as governance/stakeholder and reputa-
tion. Nonetheless, as we will see below, some companies, instead of
or in addition to adding a new perspective, are considering sustain-
ability as part of traditional BSC perspectives. These percentages are
much lower in the general sample, where only 20% and 14% re-
spectively have added the perspectives of governance/stakeholder
and reputation. 
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As we have said, and as can be seen in Graph 3.2, the adaptation of
the BSC to sustainable development dimensions is still in an embry-
onic stage. We found just nine DJSI sector leaders which have an SBSC.
Most of these companies are only now taking the first steps to trans-
form their BSC into SBSC. 

Besides these statistics, it is also interesting to gain some insight
into how these companies are developing, or want to develop, an
SBSC. We observed three different ways for integrating sustainability
dimensions:

1. Integrating new social and environmental strategic objectives into
the current BSC perspectives. Accordingly, new performance
indicators are set and monitored in these perspectives. For in-
stance, Dofasco has included environmental strategic objec-
tives in the internal management perspective, whereas stake-
holder satisfaction (e.g., customers and workers) is included
in customer and people perspectives and monitored through sat-
isfaction surveys (see below).
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Customer Investor

On Time Delivery Growth in Shareholder Value
Accountable Backlog Earning Performance
Customer Service Ratings ROCE

Total Shareholder Return

Workforce Internal Management 

Employee Perspective & Loyalty Health & Safety
Employee Perspective (survey ratings) Environmental & Energy
Includes: Quality

Overall Commercial & Financial
Corporate Direction (Others)
Health & Safety
Respect and Concern for People
Leadership
Employee Development
Performance

TABLE 3.1: Dofasco’s Balanced Scorecard 2003 (summarized)



Similarly, Novo Nordisk 24 has included new strategic objectives
and adapted some of its BSC perspectives to reflect its commitment
to addressing sustainability issues. For instance, the customer per-
spective has been transformed into the customer & society perspective
to include social, environmental and bioethical objectives (see be-
low).

2. Adding new perspectives to the BSC to include sustainability ob-
jectives. For example, as we will explain in some detail be-
low, Westpac Banking has included a fifth perspective, named
the corporate responsibility perspective, which considers fi-
nancial, customer, employee, community, social and other
general (reputation, sustainability and governance ratings)
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24 Novo Nordisk is a company of the Novo Group, which owns Novozymes. Novo
Nordisk tops the pharmaceutical industry group of the DJSI.

Customers & Society Business Processes

Realize the full potential Discovery speed, quality and
of strategic products. productivity.

Improve market share globally Competitive development portfolio
Ensure successful implementation Ensure launch capabilities within

of US and Japanese Business Plan. GP segment.
Achieve superior costumer satisfaction. Improve quality management focus
Improve social, environmental in all business processes.

and bioethical performance. Timely and efficient execution
of investment portfolio.

Ensure effective use of IT supporting
the business strategies.

People & Organization Finance

Customer relations Growth in Operation Profit
Winning culture ROIC
Attract and retain the best Operating Margin
Development of people Cash-to-Earnings Ratio
Social responsibility

TABLE 3.2: Novo Nordisk Balanced Scorecard 2002



sustainability measures. Some companies (e.g., DuPont or
Marks & Spencer) have added other perspectives related to
sustainability dimensions, such as good governance, reputation or
community consent.

The example of Westpac Banking Corp. allows us to illus-
trate how strategy is formulated and afterwards implemented
through the use of a BSC. This company has adopted a value
management framework so strategic decisions and management
actions are focused on improving shareholder value while
meeting corporate responsibilities. The value management
framework (see Figure 3.3) links the strategic intent, strategy
development and strategy review to the objective setting, ac-
countability and performance review.

First, the Board approves the strategic intent of the com-
pany and develops the strategy through the annual planning
template for the next three years based upon market expec-
tations. From this process a set of Core Goals are established.
The next step consists of translating strategy into perfor-
mance outcomes. To attain this, three steps are considered: 

— Objective Setting. Each level of the organization establishes its
objectives taking as a reference the Core Goals defined by the
Board. These objectives should be outcome based and cover
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Board approved strategic intent

Strategy development

Executive office strategy review Board strategy review

Objetive setting

Performance scorecard

Performance review

Stakeholder outcomes Remuneration outcomes

FIGURE 3.3: Westpac’s value management framework



each quadrant of the Balanced Scorecard—Shareholder, Customer,
People and Corporate Responsibility—where applicable 25. Ob-
jectives are classified as strategic, tactical and operational depend-
ing on the level of the organization that has established them. 

— Performance Scorecard. The next step is to select the Key Per-
formance Indicators (KPI) that identify how the objectives will
be measured with the associated performance target. It must
have two KPIS per objective. Also, it will be necessary to define
the Interdependency Profile that will highlight any interde-
pendencies across the business, establish who to rely upon to
achieve these objectives, and identify the input required, ac-
tions negotiated with key stakeholders, and associated risks.

— Performance Review. The last step is to study the degree to which
the established objectives have been accomplished. For this pur-
pose, each KPI has an assigned weight and the results of the cur-
rent year plan are compared with the results achieved in the pre-
vious year.

This whole process is not lineal, but rather iterative. Con-
tinuous revisions and feedback take place before the process
ends. Finally, Westpac links the achievement of the estab-
lished objectives with executive remuneration.

3. The last alternative of SBSC is quite different from the previous
ones. In this case, the company creates a specific scorecard for the
social or environmental dimension. This can be considered as
a second level scorecard that improves the implementation of the
sustainability objectives and helps a specific corporate division
to monitor its performance. However, it should be mentioned
that this second level scorecard should be complementary to, and
not a substitute for, the two previous approaches explained, in
order to consistently integrate sustainability dimensions into
the way of doing business. For instance, 3M has set up an EHS

Scorecard that details the critical eco-efficiency performance of
3M operations (3M’S EHS Scorecard is showed below). The EHS
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Scorecard reflects 3M’S Environmental Targets 2005 program that
sets new five-year corporate environmental goals (e.g., improve
energy efficiency, reduce waste, etc.). These goals address envi-
ronmental issues through eco-efficiency and pollution preven-
tion metrics. They are complemented by individual business
unit goals that incorporate product life cycle management
within the unit’s strategic plan.

3.2.2. Other systems of deployment, assessment and revision
of objectives 

In addition to the SBSC, we also analyzed other management sys-
tems that could be used for deploying, assessing, and reviewing ob-
jectives in accordance with sustainability policy. The following ex-
amples from Shell and Lend Lease illustrate different methods that
can be utilized for this purpose.

3.2.2.1. Royal Dutch/Shell Group (Shell)
In 1999, Shell developed the Sustainable Development Manage-

ment Framework (SDMF) to help raise awareness of sustainable de-
velopment across Shell companies and to embed its requirements
into decision-making (see Figure 3.5 below).
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2000 Baseline 2001 2005 Target

Energy (BTU/$ million sales) 1,606 1,477 1,204

Waste (Ibs/$ million sales) 23,676 23,443 17,757

VOC (Ibs/$ million sales) 1,628 1,475 1,221

TRI Releases (Ibs/$ million sales)
(US only based on year reported)

1,298 990 649

3P Projects 194* 67 400**

3P Savings ($US) 22,401,894 7,287,553 NA

3P Pollution Prevented (tons) 4,859 9,234 NA

FIGURE 3.4: 3M’s EHS scorecard

Note: Energy, waste, VOC and TRI releases data are normalized to one million US dollars net sales.

* Five-year total for 1996-2000.

** Five-year total for 2001-2005.



Within this framework, Shell has developed a self-assessment tool to
be used at the group, business or operating level. Its main purpose
is to align business processes and sustainable development through:
integrating economic, social and environmental considerations into
decision making; balancing short-term priorities and long-term
needs; and engaging stakeholders. At the same time, it seeks to raise
awareness and understanding, stimulate dialogue and lead to an ac-
tion plan for systematic improvement of sustainable development
alignment. The self-assessment tool comprises six steps and a series
of short statements describing the degree of alignment at four
levels—from minimal to full alignment—for a number of business
processes based on SDMF. The steps are listed in order below:

— Agree upon entity (e.g., business unit, operating unit, or ac-
tivity) to be assessed.

— Identify business processes to be assessed.
— Brief management on purpose and process of self-assessment
— Prepare for the self-assessment.
— Meet as team to assess the level of alignment and identify ar-

eas for improvement.
— Identify actions, prioritize, and agree responsibilities to improve

the level of alignment.
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Vision, core
purpose,
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principles
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Identify
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risks and
opportunities

Prioritise
risks and

opportunities

FIGURE 3.5: Shell’s Sustainable Development Management Framework



The following table is provided to all management teams in or-
der to assess the level of business processes using the three core re-
quirements of sustainable development mentioned earlier. 

At the group level, Shell has established a set of Key Perfor-
mance Indicators (KPI) focused on business processes in order to
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Core
Level 1 Level 2 Level 3 Level 4

Requirements
Minimal Some Considerable Full

Alignment Alignment Alignment Alignment

Integrating Decision-making Decision-making Decision-making Decision-making
economic, based on financial takes into account incorporates is based on a
social and considerations, economic and economic, comprehensive
environmental and to some enviromental enviromental and systematic
considerations. extent on considerations and social process that takes

enviromental and to some considerations, into account
(legal/HSE) extent social and takes account economic,
considerations. considerations, of selected enviromental

but does not take inter-relationships and social
account of their (e.g. socio- considerations,
inter-relationships. economic). and their

inter-relationships.

Balancing Focused on Short-term Short-term Short-term
short-term short-term priorities priorities priorities
priorities and priorities only. managed with managed within managed with
long-term needs. some recognition the context full recognition

of long-term of long-term of long-term
(strategic) (strategic) (strategic)
aspirations. aspirations. aspirations.

Engaging Ad hoc, internal Internal and Regular internal Systematic
stakeholders. engagement limited external and considerable internal and

focused on engagement, external external
informing usually reactive in engagement, engagement with
stakeholders. nature, to inform pro-active in stakeholders,

and educate nature, to manage fully integrated
stakeholders. stakeholder with business

expectations. processes.

TABLE 3.3: Levels of alignment of business processes
and sustainable development



measure overall business performance in economic, environmen-
tal, and social dimensions.

3.2.2.2. Lend Lease
In order to ensure that sustainable development considerations

and stakeholder opinions are included in all of the projects, Lend
Lease has developed the Environmental Sustainable Development
(ESD) Process, which is predicated on total stakeholder involvement.
There are five basic steps to deliver the ESD: 

— Establish ESD performance targets for the project in consulta-
tion with stakeholders—owners, community, authorities, and
experts—relative to local and national concerns.

— Formulate management strategy and performance criteria to
ensure delivery of targets. 

— Implement technical modeling and life-cycle assessment to
confirm performance. 

— Document design solutions and support the building process
through technical assistance. 

— Hand over or maintain involvement over the long-term to as-
sist owners and stakeholders in maintaining performance. 

3.3. Summary

There is no doubt that environmental and social issues are be-
coming more and more important. However, most companies
are considering these issues as something separate from their
business strategies. We have found that in order to avoid this
schizophrenia, DJSI leading companies have set up structures that
allow them to develop sustainability strategies at the top gover-
nance and management level intertwined with their business
strategies.

Most DJSI leading companies use balanced scorecards as a strate-
gic planning tool that allows them to cascade down objectives and
evaluate their degree of achievement. However, overall they are still
figuring out the best way to embrace sustainability in their BSC. In
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fact, only 9 out of the 18 companies analyzed have a sustainable
balanced scorecard (SBSC). Some of these companies are adding
new perspectives to their BSC while others are adding sustainability
indicators to some or all of theirs. In any case, DJSI leading compa-
nies continue to be well ahead of traditional companies in this respect.
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TODAY’S business landscape is characterized by two interdepen-
dent facts: 1) the acceleration of the globalization process, and 2)
the increasing number of social demands with regard to the role
companies play in the globalized world. Market deregulation and
the development of information and communication technolo-
gies have sped up the globalization process, resulting in an increase
in the power and influence of multinational corporations (MNCS) in
the world economy. In fact, of the top 100 economies of the world
in the year 2000, 29 were MNCS, and two of the MNCS even figured
among the top 50 economies (UNCTAD, 2002).

The consequence of this new reality is that society is demand-
ing that corporations assume a greater and more responsible role
with regard to the natural and social system in which they operate.
In fact, the sustainable enterprise differs from the traditional en-
terprise in its conception of the environment: while the former
has a systemic vision of the context and understands its relation-
ships with the natural and social system, the latter only takes into
account its competitive context when making strategic decisions.
Because of this new paradigm, we are shifting from a shareholder
economy to a stakeholder economy. Indeed, some time ago, share-
holders were considered the only important group affecting the
company’s interests. Now, however, nobody doubts that other
groups, such as employees, administrations, strategic partners,
suppliers, local communities, financial institutions, media, and
non-governmental organizations can be key players in ensuring the
firm’s long-term success. Managing the multiple and often contra-
dicting interests of a range of stakeholders in an integrative fash-
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ion is a particularly important capability in the context of sustain-
able development.

In this new context, those companies embracing sustainability
principles have to consider and integrate into their business models
the diverse views of stakeholders. For this reason, stakeholder dia-
logue has stopped being merely a peripheral activity and has be-
come a strategic priority. Below we highlight the characteristics that
define stakeholder dialogue and differentiate it from traditional
communication.

As we can deduce from Table 4.1, stakeholder dialogue is an ac-
tivity carefully managed by those companies that aim to advance to-
wards sustainability. It requires not only the direct participation of
the top executive team; in fact all of the organization’s members
should participate in stakeholder dialogue activities. In this way, di-
alogue is embedded in the organization as a core element of its cul-
ture.

As we said previously, the main objective of the traditional enter-
prise was achieving the satisfaction of shareholders because they
were the only stakeholder. For this reason, the management team
was focused on maximizing the return from tangible assets, because
the value of the company depended primarily on this aspect. How-
ever, today we know that companies mainly have to manage intangi-
ble assets in order to create value, because most of the value of the
company is attributed to intangible assets. Robert Kaplan, professor

[ 96 ] the sustainable enterprise: learning from djsi leaders

Communication Dialogue

• Just information • Information and dialogue
• Operating activity • Strategic activity
• Externally managed • Internally managed
• Responsibility limited to a • Overall organization involved,

specific department directly or indirectly
• Superficial involvement • Deep involvement of top

of executive team executive team
• Non-habitual activity • Ongoing activity
• Peripheral activity • Core activity

TABLE 4.1: Stakeholder dialogue versus communication



at the Harvard Business School, has recently published a study
where he shows that the relative value of tangible and intangible as-
sets has dramatically changed over this century. According to this
study, in 1929 85% of a firm’s value resided in its tangible assets,
while just 15% depended on its intangible assets. Today these num-
bers have been reversed and intangible assets represent approxi-
mately 80% of the firm’s value. Therefore, the principal source of a
firm’s competitive advantage lies in its intangible assets. In this new
scenario, stakeholders also play an important role for developing
and acquiring intangible assets. To a great extent, learning process-
es, knowledge creation, reputation or even innovation capability de-
pend on the kind of relationships established with stakeholders.
Therefore, the ability to develop positive relationships with stakeholder
groups is in itself an intangible asset that can provide and improve upon
some of the firm’s essential capabilities.

First, stakeholder dialogue can help to strengthen the firm’s
innovation capability. Establishing new relationships with differ-
ent stakeholders enables companies to: 1) possess the broadest
range of present and future outlooks on the world, 2) obtain in-
formation and knowledge relating to relevant opportunities, 3) est-
ablish the collaborations that are essential to fulfill these oppor-
tunities, and 4) gain the credibility required to secure social ap-
proval for their innovations. Second, stakeholder engagement
through dialogue activities enhances and strengthens the credi-
bility and reputation of the firm. Thus, one of the earliest benefits
of stakeholder engagement is reputation. Needless to say, to build
a solid reputation, dialogue outcomes should be fed into the fir-
m’s strategy in order to translate stakeholder interests and con-
cerns into concrete actions. As we can see, this is not a mechani-
cal activity (communication), but rather a strategic activity
(dialogue). These intangible assets and capabilities have a strate-
gic nature, because they allow the firm to be different from its
competitors and build a sustainable competitive advantage. In the
end, these strategic assets and capabilities are positively related to
the value creation process and the long-term success of the firm. 

To summarize, the enterprise has to consider stakeholder dia-
logue a key management issue in order to advance towards sustain-
ability and achieve sustainable competitive advantage. This chapter
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aims to analyze how DJSI sector leaders effectively manage this emer-
gent issue and what benefits they can obtain from the process.
First, we will identify and discuss the groups with the biggest influ-
ence on the firm’s decisions. Second, we will explore the different
stakeholder engagement processes and mechanisms most com-
monly used by DJSI sector leaders. Finally, we will observe how these
activities benefit the development of a valuable and essential capa-
bility—the innovation capability. 

4.1. Stakeholders: who are they?

Following Freeman’s landmark book (1984), stakeholders are gen-
erally described as individuals, communities or organizations that
affect or are affected by the operations of a company. Although
there are several categorizations and classifications of stakeholders,
we will follow, as in other chapters, the proposal of the Code of Gov-
ernance for Sustainable Business. As we saw in Figure 1.1 (p. 24), the
stakeholders that tend to be most common in a business are share-
holders and investors, the public administration, customers, local
communities, countries and societies, opinion makers, employees,
financial institutions, suppliers and sub-contractors, and strategic
partners. Depending on the nature of these relationships, and with-
out the following being interpreted as an assessment of the impor-
tance of each stakeholder, we can classify them into three main
groups or levels: consubstantial, contractual and contextual. Con-
substantial stakeholders are essential for the business itself to exist.
Contractual stakeholders have some kind of formal contract with
the business, and, finally, contextual stakeholders play a fundamen-
tal role in the credibility necessary for the business and ultimately in
the acceptance of the business activity 

Other authors have proposed different classifications. For in-
stance, Waddock, Bodwell and Graves (2002) developed a Total Re-
sponsibility Management framework for integrating and managing
all stakeholder interests and demands. In this framework, pressure
coming from stakeholders was classified into three groups: prima-
ry stakeholders (owners, employees, customers and suppliers),
secondary stakeholders (NGOS, communities and governments),
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and social and institutional pressure (global standards, best prac-
tices, etc.)

An important question to ask is, “To what extent are these stake-
holders actually influencing the firm’s decisions?” In Graph 4.1 we
can see which groups DJSI sector leaders and ordinary companies
consider most important.

The first interpretation that we can make from this graph is that
DJSI sector leaders are clearly more “stakeholder-oriented” than ordi-
nary companies. In all cases, at least 50% of DJSI sector leaders con-
sider stakeholder groups important for their businesses. For ordi-
nary companies, on the other hand, only shareholders get beyond
this percentage. These results confirm that the traditional company
stills sees shareholders as the main stakeholder and other groups as
less relevant.

Shareholders are considered to be the most important stake-
holder for both groups, with 100% for DJSI sector leaders and 65%
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GRAPH 4.1: Stakeholder groups 26

Source: SAM Research, 2003.

26 The customer group is missing from these results. However, our analysis of DJSI sec-
tor leaders shows that 100% of these companies recognize customers as a relevant group.
We can assume that this percentage would also be close to 100% for ordinary companies.



for ordinary companies. However, DJSI sector leaders also consider
other stakeholders as being almost equally important, such as local
communities, with 94%, and governments, with 83%. In the case of
ordinary companies these percentages are reduced by half. Suppli-
ers and trade unions also score high in the case of DJSI sector leaders,
with 61% of companies recognizing them as a relevant group. Fi-
nally, NGOS, interest groups, and media are the groups least involved
in any form of stakeholder dialogue. Nevertheless, half of the DJSI

sector leaders are already regularly involving these groups in stake-
holder dialogue activities.

In sum, we have observed that shareholders are no longer the only
stakeholder of the sustainable enterprise. Quite the opposite; local
communities, governments, employees, suppliers, NGOS and cus-
tomers are also key stakeholders, which regularly participate in differ-
ent types of dialogue with the company. On the other hand, we have
seen that DJSI sector leaders are much more stakeholder-oriented
than ordinary companies, which remain shareholder-oriented. 

4.2. Stakeholder dialogue mechanisms

Dialogue mechanisms are those activities that allow the firm to in-
teract with its stakeholders. Our research found that stakeholder di-
alogue is a common practice among DJSI sector leaders. Mechanisms
such as stakeholder panels, meetings with local communities, fo-
rums with employees or suppliers, internet and intranet communi-
cation tools are just a small sample of the different systems used to
establish relationships with stakeholders. After having reviewed all
of the different types of stakeholder dialogue activities, we have
grouped them into the following categories 27:

— Identifying, prioritizing and mapping of key stakeholders for
input into strategy.

— Establishment of feedback mechanisms from stakeholders to
board and senior directors.
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27 Internal dialogue mechanisms with employees are not included here because they
will be reviewed in the next chapter when explaining human resource management systems.



— Regular briefings and meetings in the form of stakeholder dia-
logue.

— Ongoing project teams and partnerships.

Graph 4.2 shows that all four of these mechanisms are quite wide-
spread among DJSI sector leaders. The establishment of regular meet-
ings (e.g., stakeholder panels) is almost a universal practice, with 94% of
companies indicating it as a regular procedure for engaging with stake-
holders. Likewise, approximately 80% of DJSI sector leaders use the oth-
er three mechanisms mentioned above to interact with stakeholders.

On the other hand, Graph 4.2 shows that most ordinary compa-
nies have not yet internalized stakeholder management. Only reg-
ular briefings and meetings is more or less common, with 57% of
companies establishing it as a regular practice. Only about one-third
of companies consider using the other three mechanisms, which in
fact require a larger commitment from top executive management,
as formal practices for engaging with stakeholders. These results
evidence that there is further potential for improvement in this area
for a majority of companies.

In the following sections we will review these four mechanisms
and utilize examples of companies’ best practices to illustrate the
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pioneering use of these tools. As far as possible, the examples offered
attempt to highlight those dialogue activities concerned with sustain-
ability issues. In this way, we can see how DJSI sector leaders are creating
internal and external networks related to sustainability topics.

4.2.1. Identifying and prioritizing key stakeholders
Organizations that consider a sustainability strategy have to

address the question: To whom are we responsible? To stakeholders is
the common answer to this question, which means that to manage
a sustainability strategy, the identification of stakeholders is a crucial
element. This is confirmed by results from Graph 4.2, which show
that 78% of DJSI sector leaders have developed processes to identify
and prioritize stakeholders. We analyzed how these processes were
developed and observed that stakeholder identification and priori-
tization consist of one main process—stakeholder mapping.

4.2.1.1. Stakeholder mapping
Stakeholder mapping helps to define who is really important to corpo-

rations, businesses and projects by assessing the nature of stakeholder
relationships and prioritizing them. At the same time, stakeholder
mapping can be used to gather in a structured manner all of the exist-
ing information and outcomes of stakeholder relationships. One possi-
bility to map stakeholders is through an interest/influence matrix 28
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(see Figure 4.1). Shell uses this matrix to identify different types of
stakeholders on the basis of their interest in and power to influence
the firm’s activities. According to the stakeholder position on these two
axes, Shell decides the type of relationship required. 

Stakeholder aspirations and concerns can differ, and sometimes
potential conflicts can appear. For this reason, stakeholder mapping
can be a useful tool to decide whether different actions are needed
for different stakeholders. 

Marks & Spencer (M&S) has also carried out stakeholder map-
ping to identify all stakeholders and understand their expectations.
As a result of this process M&S identified the following stakeholders:
employees, customers, suppliers, shareholders, communities, envi-
ronmental groups, government/regulators and animal welfare
groups (see Figure 4.2).

Finally, it is worth mentioning that some companies have explic-
itly recognized in their codes of conduct or corporate principles
who their stakeholders are, as well as the firms’ specific responsibilities
to each of them. 

4.2.2. Feedback from stakeholders
to the board and senior executives
Involving stakeholders in decision-making helps us learn from

others and address their needs and concerns, resulting in better

decisions 29.
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As we said previously, stakeholder dialogue is a strategic activity
that requires the direct involvement of the highest level of the orga-
nization. For this reason, top executive bodies should be directly in-
volved in stakeholder dialogue activities, and promote mechanisms
to generate feedback from other dialogue activities developed
across the organization. A remarkable 83% of DJSI sector leaders
have set in motion different mechanisms that allow them to inte-
grate into their strategies the different viewpoints expressed by
stakeholders.

Stakeholder engagement through dialogue activities is a natural
response to enhance and strengthen the credibility and reputation
of the firm. Thus, one of the earliest benefits of stakeholder en-
gagement is reputation. However, if dialogue outcomes are consis-
tently considered by executive management, they can also provide
useful insight that enables the company to identify emerging issues
and trends. Finally, if this knowledge is translated into actions and
strategies, the company’s ability to develop unique and valuable stra-
tegies will be superior. For instance, Hart and Sharma (2002) have
shown how establishing stakeholder relationships—and especially
with those unfamiliar stakeholders situated on the fringe—enables
the company to develop competitive imagination capabilities. This
opinion is also widely shared by DJSI leading companies, as reflected in
the Shell statement quoted above. Below we review through dif-
ferent examples how strategy can be influenced and strengthened by the
different viewpoints expressed by stakeholders.

One of the more common mechanisms used to provide stake-
holder feedback to the board of directors is the establishment of
strategic stakeholder panels or advisory councils. As we saw in
Chapter 2 (2.5.4), almost 40% of DJSI leading companies have set
up an external advisory council made up of renowned people who
are able to assess the company’s policies on CSR from different
viewpoints. This is probably the most evident example of how strat-
egy is shaped by stakeholder observations. However, outcomes
from other dialogue and interaction activities with stakeholders
can be equally effective in strengthening the firm’s strategy, if co-
ordination mechanisms are in place to ensure that the informa-
tion and knowledge obtained flows correctly to the firm’s decision
levels.
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The experience of BT is a good example here. BT has established
different stakeholder panels and committees. For instance, the
European Stakeholder Panel helps to maintain and evolve BT’S so-
cial policy strategy across Europe. Other panels and committees are
more focused on specific issues, such as the consumer liaison panel
or telecommunications advisory committee. Whatever panel or
committee is used, all of the outputs from such stakeholder groups
are reviewed by the Corporate Social Responsibility Steering Group
(CSRSG), a body responsible for the strategy formulation of all social
and environmental programs across the BT group and that has di-
rect communication with the board of directors. The CSRSG is made
up of CSR champions nominated by the BT lines of business and four
support functions (Human Resources, Corporate Governance,
Communications and Procurement). Moreover, the chairman of
the CSRSG is a member of the Management Council, the highest top
executive body at BT.

Shell also takes a similar approach. At a group level, Shell
adopts an issues-based approach and is strategically using the ex-
pertise of specialized stakeholders (e.g., Transparency Internation-
al) to develop policies and/or standards. Furthermore, Shell has de-
signed an issue management network that can help the company to
identify critical areas and key related stakeholders. On a local basis,
82 countries have a procedure in place to engage with stakeholders
(e.g., via stakeholder panels). In addition, Shell follows the World
Bank guidelines in relation to new projects. The World Bank stan-
dard requires stakeholder participation. Several local offices or sub-
sidiaries, such as Shell Canada and Shell Philippines, have estab-
lished stakeholder panels, while in other offices, subsidiaries or
locations, regular engagement sessions are held. Shell Canada, for
instance, set up a panel of independent environmental and
community experts to help the company develop and apply plans to
manage its greenhouse emissions. The panel has helped establish
the new Athabasca Oil Sands Project goal of 6% fewer greenhouse
emissions than the imported crude this source will displace by 2010.
Members oversee progress towards this goal and also examine the
social and environmental effects of the project to ensure well-inte-
grated sustainable development. During 2001, the panel assisted in
the drafting of a Shell Canada Climate Change Strategy, which has
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now been approved by the Shell Canada Board. Shell Canada is tak-
ing the lead in meeting group commitments for greenhouse gas re-
ductions, and is actively addressing the topic of climate change.

The insight and information gained from stakeholder dialogue
not only affect business strategies at the business level, but also at
the corporate level. This is the case of DuPont, which is changing to
new businesses after a long process of stakeholder engagement. In
this respect DuPont states:

As we organize and grow our efforts to work with external stake-

holders with diverse viewpoints, areas of expertise and regional

perspectives, we find at least three areas for growth: climate/en-

ergy, food and nutrition, and safety and security. All three ad-

dress important global issues and all three require unprecedent-

ed partnerships between the private and public sectors.

Because one of DuPont’s areas of growth—food and nutrition—
requires the development of biotechnology-based products,
DuPont has created an independent Biotechnology Advisory Panel
to guide the company’s actions in the development, testing and
commercialization of new products based on biotechnology. 

Some companies have recently begun to formalize stakeholder
dialogue as a way of strengthening the firm’s sustainability strategy.
For instance, although Dofasco has been maintaining dialogue with
stakeholders for several years, the most significant input in terms of
strategy formulation to date has come from customers. Dofasco has
a very customer-oriented strategy called Solutions in Steel. More
recently, Dofasco has launched a Sustainable Development Strategy
Team to examine long-term global drivers. This strategy develop-
ment process will receive contributions or input from a wider spec-
trum of external stakeholders

Finally, it is important to point out the key role that shareholders
and institutional investors can play in order to enhance sustainabil-
ity strategies. For instance, Swiss Re, in order to satisfy the demands
of the market and of shareholders, has established two clear targets:
1) to see a steady increase in the representation of Swiss Re stock in
specialized socially responsible investment (SRI) funds, and 2) to see
a steady increase in its representation in pension funds adopting
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positive policies on SRI. Swiss Re’s research indicates that in Decem-
ber 2001, approximately 2% of all Swiss Re stock was held in sus-
tainability funds of ecologically- and/or socially-oriented institu-
tional investors.

We have seen through these examples that stakeholder dialogue
is increasingly being used to reinforce business strategies. There-
fore, engaging stakeholders gives companies not only the opportu-
nity to earn a strong reputation, but also to achieve other important
benefits such as better knowledge of customers’ and society’s needs,
identification of business opportunities, improvement of opera-
tional processes, and the development of new products. 

4.2.3. Regular meetings and briefings
in form of stakeholder dialogue

Our results indicate that for most companies, precisely 94% of
DJSI sector leaders, regular meetings and briefings are a part of their
stakeholder engagement strategy. The form that these activities can
take is quite diverse, but all have a common aim—to foster dialogue
and enhance transparency.

One of the more widespread mechanisms for engaging stake-
holders is the establishment of stakeholder panels. Some panels
may be designed to attend to the specific needs of one stakeholder
(e.g., local communities), while others may bring together different
groups of stakeholders to discuss a specific topic from diverse
points of view. Because of the relative importance of stakeholder
panels, we will now review them in more detail. After that, we will
examine other activities and systems used to promote dialogue
with stakeholders.

4.2.3.1. Stakeholder panels
The setting up of panels to consult the opinions and interests of

stakeholders is an interesting tool that is quite widespread among DJSI

leading companies. Some panels can be stakeholder specific (e.g.,
customer panels, community panels), while others are multi-stake-
holder panels in which different groups are represented. Another
characteristic of panels refers to their intention. Panels can be in-
formative tools for discussing company projects and policies with
different stakeholders, but they can also be, as we saw in our last sec-
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tion, mechanisms to feed the firm’s strategy. In such cases, the for-
mer is usually locally-oriented, while the latter is globally-oriented. 

— Stakeholder specific versus Multi-stakeholder
Customer and users panels are extensively used to find out opin-

ions regarding product requirements and specifications. For exam-
ple, British Telecom (BT) runs a number of consumer liaison panels
across the UK. These consist of groups of 12-15 consumers with a
broad range of experience and usage of communications technolo-
gy, as well as different needs, interests, ages and cultural back-
grounds. Feedback from panel members provides valuable insight
into consumer thinking and informs the policy-making process
within BT. 

Community panels are also quite common and have proven to
be a very effective way to increase transparency and enhance the
firm’s reputation. Intel routinely meets local groups near their manu-
facturing sites to discuss community or environmental programs.
This practice was formalized in the mid 90s with the introduction of
Community Advisory Panels. In 1997, Intel conducted the first
Community Perception Survey to gauge stakeholder perceptions of
Intel’s social responsibility, work environment and economic envi-
ronment. Results from the survey are shared with senior manage-
ment at each site. This survey is now a formal planning tool for man-
aging and maintaining strong stakeholder relationships. In the case
of DuPont, with the advent of Responsible Care, a chemical indus-
try code of conduct developed by the Canadian Chemical Manufac-
turers’ Association, the focus on interaction between DuPont sites
and its local communities has increased dramatically to the point
where this company has a community advisory panel or interaction
process in place for almost every plant site around the world.
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Similar panels with specific goals are also established with other
stakeholders, such as employees, suppliers or companies in the in-
dustry. However, there are also multi-stakeholder panels that can of-
fer a diverse and valuable perspective around issues of CSR. BT ap-
pointed the European Stakeholder Panel to bring together a
diverse mix of academic, business and CSR professionals from all
over Europe to help maintain and evolve its social policy strategy
across Europe. The panel, made up of 14 members, three from
within BT and 11 external members, meets twice a year to share in-
sights into and understandings of societal trends that will help BT

better reflect these expectations in its policies. Another exemplary
case is Unilever, which in the context of the already mentioned sus-
tainability initiatives, has formed a Sustainable Agriculture Advisory
Board of 11 independent experts to monitor Unilever’s progress
on this front. Its members are from NGOS, research institutes,
and community organizations, and also include experts on agricul-
ture. 

— Informative nature versus strategic nature
As we could see from previous examples, some panels have an in-

formative nature while others have a stronger influence on the com-
pany’s strategy. Continuing with the case of DuPont, we can see how
Community Advisory Panels ensure that there is effective communi-
cation of hazard and risk information from the firm’s sites to com-
munity members. Thus, the main purpose of these panels is to talk
with communities and inform them of the firm’s operations and
risks. In 2001 the company created, in conjunction with the set-
ting of its 2010 Sustainable Growth goals, the DuPont Canada Advi-
sory CounSel—spelled with an “S” to highlight the advisory and
consultative purpose of the process. Composed of external stake-
holders, it includes civil society organizations, special interest
groups, academia, government, and value chain partners. The
CounSel objectives are to build an understanding of complex sustain-
ability issues, inspire innovation, and help to improve results and
progress with DuPont’s 2010 Sustainable Growth Goals. As we can
see, this external CounSel directly advises DuPont’s executive man-
agement in Canada about the best way to improve its sustainability
strategy. 
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— Locally- versus Globally-oriented
The majority of stakeholder panels are local because they ad-

dress specific issues. Community advisory panels are the most obvi-
ous example, but consumer, employee, and supplier panels also
tend to be very locally-oriented. We also observed that community
panels can be supported by volunteer activities. Most companies en-
courage their employees to participate and become actively in-
volved with their local community. An interesting result of volunteer
activities is the improvement of communication skills, teamwork
and decision-making. As Severn Trent states, “These initiatives give
our employees the opportunity to acquire many new and varied
skills to bring back into their businesses”. Employee-volunteers’ self-
assessment has shown that communication skills have improved by
75%, team building by 87%, time management by 25%, decision
making by 50% and confidence by 12%.

On the other hand, other panels are more globally-oriented. For
instance, the already cited advisory panels have a global orientation
because they advise the board of directors directly about technolog-
ical trends, societal concerns, environmental aspects or other issues
affecting the whole corporation. 

As an example, Westpac Banking has recently appointed an ex-
ternal stakeholder council, chaired by the CEO, which operates as an
external advisory body. This council will be used to formalize the ex-
isting relationships developed with key stakeholder representatives.
It is designed to underscore Westpac’s commitment to sustainable
relationships and the value it places upon them. Therefore, this
council provides stakeholders’ feedback on Westpac policies and
strategic direction, and early issues identification and remediation.
For stakeholders, the council provides access to Westpac’s key deci-
sion makers and business decisions. 

Similarly, companies involved in biotechnology businesses (e.g.,
Novozymes and DuPont) have responded to societal worries about
the potential hazards and benefits of this technology by creating ad-
visory panels or committees to specifically address these issues.
Chad Holliday, Chairman and Chief Executive Officer for DuPont,
announcing the creation of the Biotechnology Advisory Panel, stated
that “this independent and prestigious panel will guide our ac-
tions, help us create positions on important issues, and guide and
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challenge us in the development, testing and commercialization of
new products based on biotechnology.”

As we can see, these panels, in addition to their global orienta-
tion, also have a strong influence on firms’ strategy and imply a
deep commitment from top executives to foster stakeholder dia-
logue and enhance transparency.

4.2.3.2. Other activities to promote regular stakeholder dialogue
Among these other activities we can find meeting or open days

addressed at communities, suppliers or interested groups. For in-
stance, Intel holds annual suppliers days during which more than
700 suppliers gather to discuss Intel’s expectations. Similarly, BT or-
ganizes ethical trading forums with key suppliers and companies
from its industry.

Another common practice includes the holding of regular meet-
ings with and presentations to institutional investors, media, suppli-
ers, NGOS, or scientists to discuss key issues and reach a common un-
derstanding. Discussion of sustainability topics is a frequent item on
managers’ agendas and some companies even make the presentation
given by their experts available on their websites. 

Companies are also taking action to promote awareness of and
share best practices about sustainable development issues through
seminars, workshops, or forums. For instance, Severn Trent runs
Environmental Leadership Seminars to encourage dialogue be-
tween leading businesses and others with an interest in shaping
public policy for sustainable development. Each seminar is for invit-
ed guests and is held under Chatham House Rules. Invitations are
extended to those who occupy senior corporate posts in govern-
ment affairs, environmental affairs or some similar position, plus
representatives from non-governmental organizations and others
that influence or make policy. A Severn Trent Director hosts and
chairs each event. Following each seminar, Severn Trent prepares a
short summary of the key points and suggestions. This summary, en-
dorsed by the participants, is then made publicly available and is
sent to parties likely to be interested in the topic.

Swiss Re has undertaken a remarkable project. In November
2000, Swiss Re created the Centre for Global Dialogue, which pro-
vides a forum to deal with global risk issues and to facilitate new in-
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sight into future risk markets. The centre provides unique facilities
for fostering dialogue. Swiss Re addresses social, political, economic
and environmental topics through a range of events and pro-
grams. Its international or regional conferences attract experts in
fields as diverse as risk and capital management, ecology and genet-
ics, statistics and economy, politics and sociology. They gather to-
gether for conferences that examine global issues. The goal of these
events is to gain better understanding, build stakeholder communi-
ties around topics and consider potential business solutions. Actu-
arial, reinsurance and broader financial services themes are also ad-
dressed through business meetings hosted by Swiss Re, or staged by
third parties, for the company’s clients and partners. In summary, as
the Swiss Re website of the Centre for Global Dialogue announces
“It’s a place to create knowledge. It’s a place to debate, to learn, to
connect people and ideas, create new thoughts and challenge the
orthodox. It’s a place to create new dialogue.”

Volkswagen has taken similar steps to promote stakeholder di-
alogue. Volkswagen is a founding member of Ecosense, a Forum
for Sustainable Development. This is an initiative of leading Ger-
man companies and organizations that share a common vision of
the concept of sustainability and its integration into their business
strategies. Above all, the forum is designed to offer a platform for
stakeholder dialogue. It addresses a wide range of companies and
business networks, politicians as well as NGOS, the scientific commu-
nity and the general public.

Although it cannot be classified exactly as a regular meeting,
Shell has created an interesting tool for enabling dialogue that is
worth mentioning. This tool is called Tell Shell and consists of a
web-based and replied-paid mail service created to encourage peo-
ple to dialogue with Shell. It is widely used for comments, queries
and debate. Senior executives read and discuss the comments sent
in, providing them with an important indicator of people’s feel-
ings. 

Finally, before concluding this section we would like to mention
other activities that companies have undertaken to inform people
of company performance and activities. All of the companies in-
formed stakeholders of their efforts and progress through a num-
ber of online and printed materials. The more common ones are:
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annual reports, sustainability reports, press communications, peri-
odic publications on special topics, and other formats available on
the website. However, although these reports and briefings are im-
portant, they must be supported by other dialogue activities that en-
able two-way communication in order to truly obtain a valuable out-
come from stakeholder dialogue. 

4.2.4. Partnerships and alliances
The establishment of partnerships with different stakeholders is

a practice followed by 83% of DJSI leading companies. The objectives
pursued are multiple, so we confine ourselves to the more common
ones:

— To improve the environmental and social performance of
products and processes. 

— To develop new and sustainable products.
— To participate in social and environmental regulations.
— To share and spread knowledge on special topics like envi-

ronmental issues, biotechnology, or social rights protection. 
— To improve corporate responsibility practices and obtain in-

ternational recognition. 
— To enhance industry competitiveness and efficiency. 

Research bodies, investors, suppliers, NGOS, trade unions, gov-
ernments, communities, competitors and other companies are all
key players that have an important role in achieving these goals. As a
result, partnerships or alliances with different stakeholders help the
business to grow not only when it comes to developing new prod-
ucts, sales and marketing, but also in achieving wide approval from
society and advancing towards sustainable development. Below we
review some partnerships that have been established to favor the
achievement of this challenging objective.

In order to design and produce sustainable products, Unilever is
increasing the involvement of suppliers, research institutes, NGOS

and consumers, particularly through the firm’s sustainability initia-
tives on agriculture, fish and water. These initiatives depend heavily
on partnerships for their success. For example, in relation with the
fish initiative the company is working in partnership with the Ma-
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rine Stewardship Council (MSC) and the conservation organization
World Wildlife Fund (WWF), to encourage suppliers to source their
fish from sustainable fisheries, such as those certified by the MSC.
Similarly, within the context of the water initiative, Unilever pre-
pared the Sustainable Water Integrated Catchment Management
Initiative (SWIM). This document contains a set of SWIM principles to
help Unilever companies develop partnerships to protect water re-
sources. The principles are based upon an integrated approach to
water management that balances demand for water with environ-
mental protection, and were developed in partnership with the UK

sustainability organization Forum for the Future and others.
Volkswagen has established a partnership with the German Soci-

ety for Nature Conservation, one of the best known and most high-
ly respected environmental and conservation organizations in Ger-
many, to run joint projects geared to supporting sustainable
development. Both parties are committed to engaging in an open
exchange of what may at times be conflicting views and standpoints,
and to supporting the development of innovative solutions that are
specially designed to help the environment.

Dofasco has been involved in the UltraLight Steel Auto Body
Project with 35 of the world’s leading steel companies from 18 coun-
tries. The shared objective is to provide the auto industry with a safe,
reliable, and light upgrade to current auto bodies. Dofasco also has
an Early Vendor Involvement program, which creates opportunities
for customers to work closely with Dofasco employees during the
product development phase. This early involvement helps support
sustainable success among its customers. These types of relation-
ships are a significant competitive advantage for Dofasco, and
enabled it to remain profitable while virtually every other North
American steelmaker lost money during the recent down cycle.
Customers have been coming to Dofasco because of its reputation
and credibility, asking the company to help them achieve their
goals. In 2002, Dofasco’s shipments grew 11%. Value-added prod-
ucts accounted for 85% of that growth, underscoring the success of
the investments the company has made to add value for its cus-
tomers. 

To translate more of its ideas into value, DuPont is marketing its
knowledge base by establishing a five-year, $35 million research and
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development alliance with the Massachusetts Institute of Technolo-
gy. The partnership will help the company lay out a path to long-
term materials and biotechnology goals. The alliance encourages
the formation of multidisciplinary teams from the science, technol-
ogy and engineering community, and the business, management
and policy areas. Projects will focus on bio-based materials and tech-
nologies, including fine chemicals, monomers, biopolymers and
biomodified polymers.

Voluntary agreements are specific mechanisms to establish part-
nerships with the administration. These agreements are endorsed
by the administration and the company or representatives from an
industry, and are normally based on the principle of shared re-
sponsibility. For instance, Dofasco was the first company in Canada
to sign a voluntary Environmental Management Agreement (EMA) with
Environment Canada and Ontario’s Ministry of the Environment.
The Environmental Management Agreement contains detailed
commitments to air, water quality, energy use and waste manage-
ment, as well as continued involvement and commitment to the
community. It goes beyond existing requirements and includes
the firm’s commitment to publish reports on progress towards
specific objectives.

The majority of companies have established partnerships with in-
ternational organizations or institutions in order to help themselves
ensure the best corporate responsibility practices. Our research
found that the most common organisms that multinationals are
partnering include the World Business Council for Sustainable
Development (WBCSD), United Nations Global Compact, United Na-
tions Environmental Program, World Resources Institute, Interna-
tional Chamber of Commerce and CSR Europe. A clear example is
provided by Volkswagen, which has engaged with the WBCSD in the
Sustainable Mobility project. In this three-year project, nine leading
enterprises in the car and energy industries have set themselves the
objective of developing a global vision of environmental sustainability
in the mobility sector.

As we have seen through these examples, partnerships can be a
very effective way of developing new products, services or technolo-
gies, as well as increasing industry efficiency. In other words, we see
that stakeholder dialogue—partnerships and other forms of dia-
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logue—can act as a driver for the firm’s innovation capability. Be-
cause of the relevance of this topic for the long-term success of com-
panies, we conclude this section with a fuller discussion on related
issues.

4.3. Stakeholder dialogue as a driver for innovation

Throughout this chapter we have remarked that managing the mul-
tiple interests of stakeholders in an integrative fashion, and develop-
ing positive relationships with them, is a particularly important ca-
pability in the context of sustainable development. In turn, this
relational capability contributes to building and improving an equally
important capability for the firm’s success and sustainable develop-
ment—the innovation capability. 

We have observed that one of the benefits that can be obtained
through stakeholder dialogue is the acquisition of information and
knowledge relating to market opportunities, which can be transla-
ted into innovative products, technologies or manufacturing
processes. In fact, in a study by Hart and Sharma (2003), the authors
show that gaining access to stakeholders previously considered on
the fringe can contribute by generating disruptive business models
and innovations. Moreover, stakeholder relations may increase the
probability that the innovations directly or indirectly flowing from
them are those needed by the market and society, and will therefore
be positively valued.

In this respect, partnerships with knowledge makers (e.g., uni-
versities, research institutions) and the transfer of the resulting
knowledge to the firm’s R&D and innovation processes have a critical
role to play. We have observed that the most effective mechanisms in
building innovation capability are partnerships and alliances, stake-
holder panels, and direct relationships with some stakeholders.

As we saw in our last section, the establishment of partnerships
with universities and research institutions to develop new products
or R&D projects are relatively common. For instance, Intel has a
network of university laboratories with which it carries out joint
efforts to develop new products and technologies. Severn Trent
has also established alliances and agreements with different uni-
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versities, the National Society of Clean Air, Bayer AG and others to
develop R&D projects. Similarly, the global steel industry is examin-
ing the possibility of making significant reductions in CO2 emis-
sions through radical solutions across the steel life cycle. Inputs
such as energy and raw materials, the steel processing technology
and carbon sequestration are being considered in the scope of the
project. Dofasco is leading the Canadian effort to identify appro-
priate research institutions or networks of researchers to partici-
pate in this effort. 

At the same time, partnerships with other companies from the
industry are also useful to develop joint projects which require
huge R&D investments, or the sharing of knowledge. The already
mentioned Ultra Light Steel Auto Body (ULSAB) project is an ex-
emplary case. Automotive customers communicated the impor-
tance of new product development to produce lighter weight
steel products that meet the needs of strength, formability and
safety. The global steel industry responded to this challenge
through the ULSAB project. Over 30 steel companies globally par-
ticipated in this research project led by Porsche Engineering. The
outcome of the ULSAB project and subsequent projects has been
the development of new steels, hydroformed tubes and laser
welded blanks to lighten vehicle weight and meet all other end
use requirements. Dofasco has been one of the global leaders in
introducing many of the new steel products to the automotive
market segment. 

In a similar way, Volkswagen has joined forces with other car
manufacturers, suppliers, electronics and IT companies, as well as a
number of universities and research organizations, to take part in
the INVENT research project. In 2001, an industry consortium and the
German Ministry of Education and Research launched INVENT

(the German acronym stands for intelligent traffic and user-friendly
technology), a research initiative that seeks to use the intelligence of
individual vehicles to help tomorrow’s traffic flow more safely and
smoothly. The aim is to make intelligent vehicles part of an intelligent
traffic network based on systems which provide continuous infor-
mation—both before and during the journey—about all rele-
vant modes of transportation, and which also support self-organiz-
ing traffic management and control strategies.
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Alliances with customers also provide a useful way to know the
customer’s needs and to develop new products that are more valu-
able to them. For instance, Novozymes gives special importance to
the protection and growth of intellectual capital, defined as the abil-
ity to safeguard future earnings and create long-term value, and rep-
resented by patents and insight into customer needs. In this respect,
Novozymes together with many large customers, and ideally in
strategic alliances, analyzes how its technology can lead to new
products and processes. Novozymes states that “to be able to deliv-
er a steady stream of new ideas and products, we have to know our
customers’ needs.” For this reason, the company works systemati-
cally to gather knowledge about customers’ needs and make this
knowledge broadly available throughout Novozymes. The hub for
this work is Novozymes’ customer relationship management sys-
tem, which includes contact information, customer plans and visit
reports. The system was improved in 2002. Virtually all employees
in Sales and Marketing use the system regularly, and its introduc-
tion into R&D has significantly boosted the number of registered
users.

Direct relationships with suppliers can also help to develop new
sustainable products. For instance, direct relationships with impor-
tant raw material suppliers and joint participation in the Ethical
Trading Initiative are helping Marks & Spencer to find new and
more sustainable raw materials for clothing and food, in accordance
with its Global Sourcing Principles. 

Stakeholder panels can influence R&D efforts as exemplified by
BT, which says that is undertaking relevant research on the climate
change implications of the rollout of broadband networks in the UK

after a request was made by a stakeholder panel.
Up to this point, we have provided several examples that show

how different stakeholder dialogue mechanisms can benefit the
firm’s innovation capability. However, the establishment of relation-
ships with stakeholders has to be supported by effective manage-
ment systems and coordination activities to effectively spread
dialogue outcomes, knowledge and best practices across the organi-
zation. In the annex of this chapter we explain how Westpac Bank-
ing is creating new departments and functions to formally manage
stakeholder dialogue. 
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4.4. Managing stakeholder relationships:
the case of Westpac Banking

Westpac maintains an active stakeholder dialogue with a broad range
of representative groups ranging across non-governmental organi-
zations (NGOS), trade unions, financial and consumer advocacy
groups, government and industry bodies, shareholders and in-
vestors, and international CSR organizations such as UNEPFI and the
Global Reporting Initiative. 

Stakeholder engagement is fully devolved, to the extent that both
the choice of stakeholders consulted and the nature of the engage-
ment can be driven by specific issues and projects and the business
units directly involved. This means stakeholder engagement occurs
where and when it is required, and hence knowledge and learning
are delivered where and when they are most effective.

Westpac has adapted the Total Responsibility Management
(TRM) framework proposed by Waddock, Bodwell, and Graves
(2002) to manage and balance the different needs of its stakehold-
ers. As we can observe in Figure 4.3, TRM in Westpac is based on an
ongoing stakeholder engagement in different steps of business pro-
jects. This is an iterative process with feedback mechanisms that al-
lows Westpac to develop sustainable strategies, and shows the com-
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pany’s willingness to monitor and report verifiable information on
the triple bottom line to external stakeholders.

Beyond this, Westpac has developed fluid and dynamic cross-
functional structures to encourage continued dialogue both across
the organization and with external stakeholders. Figure 4.4 depicts
these groups and the high degree of interaction between them. 

As we can see, stakeholder dialogue is an ongoing and fluid ac-
tivity across Westpac. In the words of Tim Williams, Senior Advisor
for Corporate Responsibility & Sustainability: “The common char-
acteristic is that stakeholder dialogue is all boundary-spanning activ-
ity. Myself and colleagues are a case in point. We consider ourselves
as having one foot inside the organization and the other outside.
We represent external interests internally and viceversa.” In order to
properly understand the role of these groups, a brief description of
them follows: 

Board Social Responsibility Committee
The Board Social Responsibility Committee has the same status

and procedures as Westpac’s other Board committees (Audit &
Compliance, Credit & Market Risk, Nominations and Remunera-
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tion). This Committee provides the focus for board-level steward-
ship of responsibility and sustainability within Westpac, and sets the
responsibility program agenda.

The Committee is chaired by a non-executive director and com-
prises three further non-executive directors plus Westpac’s CEO.
However all board directors are fully informed about committee
matters and are able to attend all meetings. In addition, the full
board is formally informed about all committee business.

Typical agenda items include: sustainable supply chain manage-
ment, feedback from external assessments and ratings, perfor-
mance progress against comprehensive social and environmental
indicators, external sustainability reporting and reviews, and discus-
sion of specific projects and initiatives.

External stakeholders and sustainable development experts are
invited to committee meetings depending on the agenda. The
Chairman and CEO in particular are firm advocates of transparency
and engagement with stakeholders. They have made numerous pre-
sentations internally and externally to all stakeholders on Westpac’s
sustainability agenda, which is a core business strategy. 

The Chairman and CEO also meet frequently with NGO stake-
holders on specific projects or issues. Other Board members meet
with sustainability experts and intermediaries. Board members fre-
quently participate in Government committees or other multi-stake-
holder initiatives. In addition, all board members attend customer
and staff functions and otherwise represent Westpac within the
community.

Community Consultative Council
The Community Consultative Council supplements ad-hoc and

project-based dialogue with external stakeholders. The council
brings together leaders of these organizations with the CEO and key
executives. It provides access to key decision makers and in turn
provides feedback to Westpac on its policies and strategic direction. 

Beyond this, the council has the specific objective of exploring
how Westpac, as a major financial institution, and stakeholders from
multiple sectors can collaborate to take action on key sustainability
issues. The committee is chaired by the CEO. The current external
members are:
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• Commonwealth Department of the Environment and Her-
itage

• The Environment Protection Authority (EPA) Victoria
• Reconciliation Australia
• Mission Australia
• National Seniors Association
• University of Technology Sydney School of Management
• Our Community
• The Smith Family
• The Wilderness Society
• Australian Council of Social Service
• ACTU (union)
• Human Rights and Opportunity Commission
• City of Melbourne
• FSU National Executive (union)
• The Salvation Army
• Commonwealth Department of Family and Community Services
• NSW Department of Infrastructure Planning & Natural Re-

sources
• Australian Conservation Foundation
• St James Ethics Centre
• Landcare Australia

The key issues currently under consideration by the committee
include: 

• The emerging underclass and postcode poverty—both out-
comes of intergenerational unemployment and welfare de-
pendency.

• The ageing population: the need to alter attitudes towards the
employment of older workers, and wealth transfer and related
intergenerational tensions.

• Disability: particularly access to employment and the increas-
ing incidence of disability and chronic illness as the popula-
tion ages.

• Indigenous disadvantage—most starkly illustrated by a 20-year
lower life expectancy.

• Climate change and ecological sustainability.
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Corporate Responsibility and Sustainability team
The central Corporate Responsibility & Sustainability team,

headed by the Group General Manager for Stakeholder Communi-
cations, acts as an internal consultant to the organization on sus-
tainable development. This team sits alongside and works closely
with Government and regulatory affairs, investor relations, in-
ternal communications, and media relations.

The team is a central point of contact for NGO and other special-
ist stakeholders. Other roles of the members include: participation
in meetings of the Board Social Responsibility Committee, the Com-
munity Consultative Council, and the Customer Committee; chair-
ing the Internal Sustainability Council; participation in the Supplier
Forum, the Employee Forum, the Environmental Advisory Group,
and the Social Advisory Group.

Internal Sustainability Council
This is an internal cross-functional/division group that provides

leadership across the organization in the integration of corporate
responsibility into normal business practices. It brings senior man-
agers together in diverse roles, which enables them to actively influ-
ence and drive the business agenda—for example, sustainability-
linked product development or the further development of the
Balanced Scorecard regime. The Council is chaired by the Group
General Manager for Stakeholder Communications. The current
members are:

• General Manager, Strategic Sourcing (Procurement)
• Head of Consulting and General Manager, People and Perform-

ance, (both Human Resources)
• Group General Manager, Product and Process
• Counsel and Head of Legal
• General Manager, Customer Experience (Marketing)
• General Manager, Strategy Development and Implementation
• Head of Group Internal Communications
• Head at Governance Advisory Service
• Director Corporate Affairs, New Zealand
• General Manager, Specialized Capital
• Acting General Manager, Group Risk
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• Head of Employment Policy and Communication
• Global Head Westpac Energy
• National Manager Regional Banking
• Group Strategy
• Chief Compliance Officer
• Chief Technology Officer
• A further series of predominantly internal groups brings to-

gether people within the organization to focus on specific ar-
eas of sustainable business practice.

The Customer Committee examines monthly complaints manage-
ment data, addresses customer concerns, resolves specific customer
complaints, and has a broader remit across Westpac’s products and
services. The committee has two external independent customer
and ethics advocates, one of whom also chairs the committee.

The Supplier Forum is an informal advisory panel of Westpac’s key
suppliers, representing all goods and services, together with West-
pac’s procurement professionals. Westpac has recently begun to as-
sess all new supplier relationships and its top 100 current suppliers
against comprehensive social, ethical, and environmental criteria
—part of building a sustainable supply chain. Westpac’s approach
is to positively influence supplier behavior, and the forum will allow
supplier education and other capacity building, such as the sharing
of best practices and problem solving.

The Environment Advisory Group is an internal group that coordi-
nates and drives environment-focused activity. This activity includes:
environmental targets, lending and investment policy including
lending and investment with a high environmental benefit, the as-
sessment of environmental risk in lending and investment, and en-
vironment-linked product development.

The Social Advisory Group is planned to parallel the existing envi-
ronmental group. It is a further internal group that coordinates and
drives social issue-focused activity. This activity includes: lending
and investment policy, product pricing, responsible lending and
banking, lending and investment with a high social benefit, reputation
risk in lending and investment, and community involvement activity.

The Employee Forum is the final internal group set up to coordi-
nate and drive employee-focused program activity. This activity in-
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cludes: the Enterprise Development Agreement, the Disability Dis-
crimination Act, consultation with unions, and work-life balance,
diversity, and occupational health and safety.

4.5. Summary

Dialogue with stakeholders is the most prominent consequence of
the change in values and the extension of the business horizon that
sustainability conveys. In the same way that companies have tradi-
tionally needed to develop relationships with customers and suppli-
ers to understand their business environment and make the best op-
erating decisions, they now need to enlarge their list of stakeholders
to progress in the newly extended environment.

Leading companies are establishing numerous mechanisms to
maintain a fluid dialogue with their stakeholders. They recognize
that stakeholder engagement is probably the most important new
core capability that must be developed, since it is a key component
of the foundations of two strategic assets—reputation and innova-
tion. As a result, the board and senior management are responsible
for and personally involved in this activity. Nevertheless, leading
companies still have an opportunity to enhance the management of
this capability in two ways: 1) improving stakeholder mapping, and
2) enhancing their influence in firms’ R&D and innovation processes.
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IN previous chapters we have seen how a sustainability vision should
be adopted through various changes in governance systems, planning
and decision-making processes, information flows, and feedback
mechanisms. We have also observed that the participation of stake-
holders in those processes can enrich the new vision and strengthen the
firm’s capabilities to move towards sustainability. All of these changes al-
low appropriate sustainability-based thinking and behavior to emerge.
In fact, Doppelt (2003), after having reviewed 26 public and private or-
ganizations leading change toward sustainability, observed that one of
the key steering mechanisms is a change in governance systems. 

However, this new approach must become embedded within the
organization in order to advance it towards sustainability. In this
sense, Bob Doppelt remarks that systems and procedures that shape
organizational performance must be aligned with the new sustain-
ability approach because “senior executives cannot order employees
or stakeholders to adopt sustainability thinking and behavior”.
Thus, alignment systems are essential because they permit people to
feel engaged in a mission, and build a unity of purpose. 

Sustainability issues can be legitimized within the company if
they are an integral part of the corporate identity. In this way,
Lawrence and Lorsch (1967) pointed out that culture may facilitate
the adoption of a specific strategy if there is strong coherence be-
tween the two. Similarly, Russo and Fouts (1997) explained that sus-
tainability performance can be improved if it is reflected in the busi-
ness culture, human resources, and the organizational capabilities
used to manage actions in this area. 

In the end, the business culture and alignment systems that sup-
port it act as signals to employees and stakeholders regarding what
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is truly important. As Jennings (2000) found, in those companies
without a culture and systems to embed it, money frequently be-
comes the culture by default. In these cases, workers are less effi-
cient and productive than if they were able to feel that they were
making a difference and that their work contributed to the accom-
plishment of the firm’s mission. Moreover, the vision of becoming a
sustainable enterprise provides people with a source of passion
about their work and excitement about their membership of the or-
ganization. For instance, one of the aims of 3M’S sustainability poli-
cies is “being a company that employees are proud to be part of”.
Similar statements are made by the majority of DJSI sector leaders. 

In Chapter 3 we observed how internal measurement systems can be
aligned with the firm’s vision, if sustainability dimensions are inte-
grated into the balanced scorecard or similar management tools. Al-
though this tool is not in itself a measurement system—we should re-
member that its main purpose is to define, assess and review strategic
objectives—it allows the firm to track and monitor the performance
of critical parameters. To some extent, this chapter complements
Chapter 3 by reviewing different systems and procedures that em-
brace sustainability vision and contribute to aligning it among the var-
ious individual units and departments of the organization. 

We will discuss the different systems on which to focus alignment
efforts. First, and probably most important, we will review human re-
sources systems. Needless to say, without the strong commitment of
employees, all efforts at change are worthless. Following this discus-
sion, we will analyze environmental, health and safety management
systems, because they are one of the cornerstones for reducing the
firm’s environmental footprint and increasing its competitiveness.
Next, we will examine the extension of the sustainability vision to
the supply chain. Finally, we will see how research and development
systems can contribute positively to sustainability. 

5.1. Human resources systems

Research on organizations that have consistently excelled over the
long-term strongly suggests that a firm’s ability to create a sense of
identity by engaging employees and stakeholders is one of the keys
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to long-term success. For example, Arie de Geus, a former Royal
Dutch/Shell executive, led a research team that found that the abil-
ity of an organization to learn and be sensitive to its environment, its
cohesiveness and sense of identity, its ability to tolerate the messi-
ness and uncertainty that accompanies innovation and change, and
its conservative use of financial resources are the real keys to long-
term success (De Geus, 1997). Consequently, organizational culture
and decisions about human resources are critical elements upon
which all of the capabilities necessary to achieve sustainable com-
petitive advantage are based. 

In the context of the sustainable enterprise, the main purpose of
human resource systems is the achievement of a strong commit-
ment and participation from all of the company members to ad-
vance towards sustainability. As Chris Argyris (1998) has accurately
said, “Commitment is about generating human energy and activat-
ing the human mind. Without it, the implementation of any new
initiative or idea would be seriously compromised.” Once again, we
must insist on the key role of top management in this process. With-
out respected and powerful managers acting as the catalyst for
change, the new initiative will probably fail. 

It seems evident that the so-called sustainable enterprise has to
treat its employees fairly, promote the adoption of strong ethical
values, respect diversity, give employees the opportunity to en-
hance their capabilities and skills at work, offer them a safe and
healthy workplace and so on. When analyzing these human re-
source policies among DJSI leading companies, we found a high
percentage of acceptance of such policies. A summary of results
follows:

• 100% commit to the adoption of ethical policies to ensure the
accomplishment of human rights.

• 100% have management systems to guarantee a healthy and
safe workplace. 

• 87.5% explicitly mention the adoption of policies and pro-
grams to foster equal opportunities and diversity. 

• 87.5% promote career development programs, and instruc-
tion of their employees to increase their motivation, retention
and the firm’s competitiveness. 
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• 62.5% have work-life balance initiatives in place that cover
flexible work schedules and leave for special conditions.

In Graph 5.1 below we can see how these issues are tracked and
benchmarked by leading companies compared with their industry
peers through the use of employee satisfaction surveys.

As we can see in this graph, DJSI sector leaders make substantially
more effort to know the opinion of their employees in different ar-
eas than do ordinary companies. Job satisfaction is the most com-
mon issue in employee surveys, with 94%. It is followed by working
environment and collaborative team environment with 89%. Re-
wards and recognition, leadership, personal development and iden-
tification with corporate values are taken into account in 83% of the
employee surveys of DJSI sector leaders. As we explained previously,
identification with corporate values and strategy is especially impor-
tant for achieving the commitment of staff to undertake new initia-
tives. We can observe how just 42% of ordinary companies consider
this issue in employee surveys. This percentage is similar for other is-
sues, except for job satisfaction, working environment and personal
development possibilities, which are just over 50%.
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As we can see, having a healthy, respectful, and enjoyable work-
ing environment that offers personal development possibilities is
one condition aligned with the sustainable enterprise. However, this
condition, although completely necessary, is not sufficient to enable
a firm to become a truly sustainable enterprise. We argue that for
this purpose a clear perception and instruction are needed among
all company members on sustainability issues and their implications
for the firm. To send consistent messages in support of sustainabili-
ty, human resources must focus on reward systems, training pro-
grams, recruitment processes and communication mechanisms. All
of these systems must be aligned with sustainability vision, goals and
strategies in order to build a business culture that embodies the val-
ue of sustainability. For this reason, we extended our analysis to find
out how sustainable development considerations are included in
these four human resource policies. In the following sections, we
will highlight some results and best practices to illustrate pioneering
human resource policies related to the firm’s sustainability strategy.
We will mention innovative practices in the following areas: rewarding
systems, training programs, recruitment processes and communica-
tion mechanisms.

5.1.1. Rewarding systems
One of the key levers of change held by human resource systems

is the organization’s system of rewards. Performance-based incen-
tives linked to business and individual performance should be
aligned with the organization’s sustainability vision, goals, and
strategies, in order to increase the motivation of employees to
achieve these objectives.

In Graph 5.2 we can observe the percentage of employee variable
compensation (including bonus and all incentive schemes) linked
to environmental, corporate citizenship, and corporate responsibil-
ity performance at the individual, business unit or corporate level.
According to this graph, 83% of DJSI leading companies link em-
ployee variable compensation, to a greater or lesser extent, to sus-
tainability performance, with 50% applying this policy to more than
10% of the workforce. For ordinary companies, only 40% have es-
tablished a similar policy and of this percentage, 22% are applying
it to less than 3% of the workforce (suggesting perhaps that this
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policy is applied exclusively to staff from environment, health and
safety departments). Although DSJI sector leaders have better marks
than ordinary companies, the results indicate that this is still, in
most cases, an emergent and novel practice, which requires further
development and implementation. 

Shell’s compensation package reflects, in part, the contribu-
tions people make towards sustainability. Shell’s corporate score-
card for all businesses has four key components, one of which is
Sustainable Development, which includes health, safety, environ-
ment, reputation and social responsibility. Bonuses make up 50%
of the variable compensation and are linked to the business’s
scorecard performance. All employees, including senior execu-
tives, receive these incentives based on business and individual
performance. 

Similarly, DuPont offers a variable compensation policy based on
financial commitments for the year and qualitative assessment of
performance in such areas as workplace environment, treatment
and development of people, strategic staffing, safety and environ-
mental stewardship. 
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Westpac Banking’s employment performance processes and
practices are based on merit, and employee appraisal systems are
developed around a balanced scorecard, which seeks to evaluate
employee performance on their contribution to developing long-
term shareholder value by meeting the needs of by customers and
other stakeholders. This includes the senior managers having spe-
cific objectives relating to corporate responsibility and employee
commitment. 

In the same way, the executive compensation of Procter & Gam-
ble (P&G) is based on performance against a combination of financial
and non-financial measures including business results and developing
organizational capability. In addition, executives are expected to up-
hold the fundamental principles embodied in the Company’s State-
ment of Purpose, Values and Principles plus the Sustainability Re-
port and the Environmental Quality Policy.

Employee reward systems should also consider incentive plans
and awards for those persons and groups who excel in achieving
sustainability. These types of awards and incentives given to individ-
uals or teams attempt to foster employee creativity in order to find
new products, solutions or processes that substantially improve on
existing ones. They also serve to demonstrate the importance of rel-
evant policies (e.g., sustainability policy) for the company. For in-
stance, in 2001 Volkswagen introduced its first internal environ-
mental award to underline the firm’s commitment to the principle
of sustainability, and to reward those employees who have displayed
a commitment to protecting the environment that goes well beyond
the call of duty. 

The same philosophy is applied to 3M’S annual awards, which re-
ward employee contributions to moving the company towards sus-
tainability. A brief description of 3M’S awards follows. First, the 3M Pol-
lution Prevention Pays (3P) Award salutes employees and teams that
apply innovative thinking to projects that significantly reduce waste,
prevent pollution and contribute a positive economic benefit. The
3P program depends directly on the voluntary participation of 3M

employees. More than 4,820 3P projects are initiated annually by
3M employees worldwide. A second prize is the 3M Chairman’s
Leadership Award for Environment, Health and Safety. It is a
global award open to every 3M employee or employee team in all 3M

systems and procedures of the sustainable enterprise  [ 133 ]



worldwide locations who are environmental, health and safety pio-
neers at work and in the community. The 3M CEO Safety and Health
Award recognizes facilities, groups and business units for achieving
sustained periods of zero lost time due to injury and/or illness cas-
es. Finally, the 3M Applied Ergonomics Innovation Award recog-
nizes efforts that improve the ability of employees to work safely and
productively. 

5.1.2. Training programs
Training is an essential aspect in systems that need high perfor-

mance. Several studies have shown the existence of a positive rela-
tionship between a company’s level of environmental, social or eth-
ical training and the level of development of the company in that
area, because company-sponsored training often increases the firm
specificity of employee skills (e.g., Groenewegen and Vergragt, 1991;
Cook and Seith, 1992; Koch and Macgrath, 1996).

We observed different companies in which sustainable develop-
ment is being integrated into development and training programs.
In this way, all staff can understand the concept and its relevance to
their jobs as well as have the skills and enthusiasm they need to put
sustainable development thinking into practice. This is the case of
Severn Trent, a company that selects managers to go through the
Sustainability Learning Networks on sustainable development, run
by the University of Cambridge Programme for Industry in partner-
ship with Forum for the Future. 

Likewise, Shell has decided to integrate sustainable development
more systematically into its leadership development, training and
internal communications. As a matter of fact, in 2002 sustainable
development considerations were added to Shell’s executive and
senior executive leadership programs. Similarly, Volkswagen has a
Human Resource Development and Environmental Communica-
tion Program, which is made up of different programs such as man-
agement seminars, training of supervisors, environmental special-
ists, recycle-friendly design seminars and the Environmental Service
Center (ESC), which provides a location for theoretical instruction
and a base for environmental service activities. 

The experience of Swiss Re in training on sustainability-related
issues is also remarkable. In its new Center for Global Dialogue in
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Rüschlikon (Switzerland), Swiss Re holds a series of seminars on sus-
tainable development in the financial services sector that it calls Sus-
tainability @ Rüschlikon. The aim of these events is to identify the
main drivers and develop practical concepts based on the sustain-
ability principle. During 2001, four seminars were held for senior
management with an average of 25 participants. Following presen-
tations by experts from international companies showing examples
of sustainability as business models, participants discussed conclu-
sions and implementation opportunities for Swiss Re. At another
level, Swiss Re offers its employees different training categories
specialized in sustainability aspects. The sustainability workshops ex-
amine the significance of sustainability management, its corporate
benefits, and its possible impact on the company’s risk landscape.
The environmental courses—Basic Environmental Risk & Under-
writing and Advanced Environmental Risk & Underwriting—allow
employees to learn about Swiss Re’s strategy in covering
environmental risk, risk identification and quantification; types of
insurance cover offered; and legal principles. Finally, environmental
experts’ workshops are held to share best practices in sustainability
management. All in all, more than 500 employees, or 6% of the to-
tal headcount, took part in training on sustainability-related issues
during 2002. An additional 200 employees took part in a series of
seminars and presentations on emerging environmental and social
risks and opportunities.

5.1.3. Recruitment processes
Firms that take more care in their recruiting practices are more

likely to be able to access high-quality new employees. All compa-
nies want to recruit and retain talented and motivated people with
the skills and capabilities required for efficiently developing their
job. For this reason, all of the companies analyzed try to offer a com-
petitive salary, benefits packages (e.g. pension plans, health and
medical insurance, etc.), a pleasant workplace environment, etc. At
the same time, more and more employees are seeking greater levels
of fulfillment in their own lives. Thus, companies must offer a work-
place where people can put their values into practice and feel satisfied
with the company’s activities. Some of the companies analyzed are
including recruitment selection criteria or introductory courses to
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demonstrate how the firm lives up to its corporate values, as well as
to emphasize the importance of new employees respecting these
values, especially those regarding sustainability. 

The Group Sustainability Management and Internal Environ-
mental Management units of Swiss Re provide information on the
firm’s sustainability activities at the monthly introductory courses
for new employees. Along the same lines, Shell has increased the fo-
cus on sustainable development thinking in its training programs
for new recruits. 

BT is committed to promoting diversity and equal opportunities
within the company. The company has a Global Equality and Di-
versity Forum, which sustains and delivers the equality and diversi-
ty strategy for the BT group. One decision that has been made is to
develop positive measures to encourage the recruitment and em-
ployment of any under-represented minority group, and to pursue
an effective policy of promoting equal opportunity throughout the
business. 

5.1.4. Communication mechanisms
All companies recognize that human capital is one of the most

valuable assets of the company. Therefore, it is logical that firms try
to share their objectives and values with employees in order to
achieve their commitment and involvement. After having reviewed
internal dialogue mechanisms and communication tools of DJSI

leading companies, we have identified a wide range of systems to in-
teract with employees. Employees’ forums, formal policies of inter-
nal communication, open door policies, interaction with manage-
ment, regular business updates through newsletters and intranet
portals or surveys are several examples of systems used to foster dia-
logue and communication with employees. As we will see through
the following examples, sustainability topics are integrated into and
discussed within these communication channels.

Several companies seek to promote higher levels of employee
involvement in business decisions through the creation of an
employee forum. M&S has employee representation groups, which it
calls Business Involvement Groups. These groups are formed at
a local, regional and national level. The employees joining these
groups are elected democratically and must attend a training
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program created for the company in conjunction with the Institute
of Management. Employees who take part in Business Involvement
Groups are given two hours a week for this role. Store Business In-
volvement Groups feed into a bigger national group. The company
has Business Involvement Groups in every store and office area, with
head office and regional forums to review shared issues. After run-
ning these forums for over a year, M&S also launched a national fo-
rum, which the M&S Chief Executive chairs. These forums aim to en-
courage employees to share knowledge and promote debate about
the business.

In certain leading companies, a formal internal communication
policy is utilized to focus on sustainability issues. This is the case of
Volkswagen, which has a Human Resource Development and Envi-
ronmental Communication Program. It consists of different pro-
grams such as management seminars, training of supervisors, train-
ing of environmental protection specialists, and recycling-friendly
design programs. There are also a wide array of initiatives and pro-
jects designed to increase communication, such as company news-
papers Autoprogram and reports, green factory tour, green factory rally for
apprentices, poster campaigns, etc. 

New technologies have opened up a new space for communica-
tions. Besides using traditional communication systems, Shell has
launched the Sustainable Development Portal, an internal website that
enables Shell people worldwide to share best practices and access
the latest sustainable development tools, communication materials
and news.

Employee interaction with senior management is a common
practice used to inform employees about business results and prod-
uct plans, and to elicit their questions and concerns. M&S organizes
Listening Groups conducted by senior management during regular
store visits. Volkswagen does the same through its Factory Meetings,
and Intel shares business information and strategic plans with
employees through quarterly business update meetings. 

All DJSI leading companies conduct formal employee surveys to
track employees’ satisfaction and to analyze the impact of policies
and practices on people. As we observed, the existence of feed-
back mechanisms is important to ensure that managers can work
with their teams to analyze results and to formulate and carry out
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action plans. Most companies track the survey results and fix
strategic targets. This is the case of BT, which every year gives all
of its employees the opportunity to complete the Communica-
tions and Attitude Research for Employees (CARE) survey. A key
measure within CARE is the People Satisfaction Index, one of BT’S

non-financial key performance indicators. BT periodically sets a
strategic target to increase the score of the People Satisfaction
Index. 

As we have seen in this section, human resource systems are a key
element of the implementation process of a firm’s sustainability
strategy. When these policies are aligned with the firm’s strategic ob-
jectives, they can positively contribute to moving the company in the
direction desired. Therefore, companies aspiring to achieve sustain-
ability should consider integrating sustainable development think-
ing into the design of their performance and evaluation methods,
recruiting processes, training and development courses and pro-
grams, and internal communication policies. 

5.2. Environmental, health
and safety management policies

One of the key elements of the sustainable enterprise refers to its
environmental impact. A company with the aim of being truly
sustainable should completely eliminate its corporate environmental
footprint. To illustrate with two excellent examples, both DuPont
and Teijin had set themselves the goal of zero waste, emissions, in-
juries, illnesses and accidents. This objective is shared by most DJSI lead-
ing companies, which express the need to reduce the environmen-
tal footprint of their products, processes, and operations. In this
context, one of the key elements to support the sustainability strate-
gy and guide the organization in continuous improvement in the
area of environmental protection is the definition of an environ-
mental, health and safety (EH&S) policy and its effective implemen-
tation. 

Because environmental matters were, in most cases, the first is-
sues considered by companies due to external pressures and con-
cerns, it is not surprising that all DJSI leading companies have estab-
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lished an EH&S policy as well as specific management systems to im-
plement it. In fact, some companies have a long tradition in pollu-
tion prevention. This is the case of 3M, which established a formal
environmental policy in 1975.

The implementation of EH&S management systems can lead
to positive effects on the firm’s productivity, efficiency, or capac-
ity to deal with legal requirements. Welford and Gouldson
(1993) identify certain elements associated with environmental
management as constituent factors of competitive advantage
(see Figure 5.1).

As we can see, competitive advantage can be gained through dif-
ferent mechanisms that are related to increased resource efficiency,
improved quality of products and reputation, and better positioning
to deal with the financial sector and regulators. Therefore, EH&S

management systems can lead to restructuring and innovation
processes with associated economic incentives (Cohan and Gess, 1995;
Shrivastava and Hart, 1995). 

In the following section we will first examine the degree of im-
plementation of corporate environmental policies among DJSI sec-
tor leaders. Second, we will analyze in detail environmental man-
agement systems and certification systems used for ensuring a
proper implementation of these systems. Finally, we will discuss the
case of Unilever, which offers a good approach to environmental
management. 
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5.2.1. Corporate environmental policy
Corporate environmental policies provide companies with the

framework upon which to base their environmental programs. As
expected, all DJSI sector leaders have defined a corporate environ-
mental policy (see Graph 5.3). To a large extent, ordinary compa-
nies also have an environmental policy. However, if we assume that
those companies that have not responded to this question do not
have a corporate environmental policy—which is highly probable—
then this means 23% of the companies analyzed by SAM are operating
without such a policy. 

Our analysis of the different areas covered by environmental
policies led to the following results (see Graph 5.4). The environ-
mental policies of DJSI leading companies cover the companies’ own
operations, the environmental impact of product and services, and
suppliers and service providers in 100% of cases. Moreover, 50%
of DJSI leading companies have extended the environmental policy
to other key business partners. Looking at ordinary companies that
have a corporate environmental policy (i.e., excluding the 23%
without a policy), we can see that companies’ own operations are
covered in 100% of cases. The environmental impact of products or
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services is covered by 86% of ordinary companies, while suppliers
and service providers are taken into account in 66% of cases. Al-
though these are remarkable results, they are still far from the sus-
tainability leaders.

On the other hand, environmental policies enable a firm to set
targets and measure its progress as well as strive for continuous en-
vironmental improvement. In this way, all DJSI sector leaders except
one—which claims that it is working on it—have set measurable
environmental group-wide targets (see Graph 5.5.). These results
contrast with ordinary companies; just 54% of them have defined
targets or are in the process of developing them. 

To summarize, although the formulation of an environmental
policy is quite a common practice among the total sample of com-
panies, we observed that DJSI leading companies have established
environmental policies with a broader scope, including products
and services, suppliers and improvement targets.

systems and procedures of the sustainable enterprise  [ 141 ]

Company’s own
operations

Environmental impacts
of products & services

Suppliers & service
providers

Other key
business partners

Not known/
Not applicable

DJSI Leaders
General sample 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

23%
0%

17%

50%

51%

66%

100%

76%

100%

100%

GRAPH 5.4: Areas covered by those companies
with a corporate environmental policy

Source: SAM Research, 2003.



5.2.2. Environmental management systems 
Environmental management systems (EMS) are one of the tools

an organization can use to implement an environmental policy.
They consist of a number of interrelated elements that function to-
gether to help a company manage, measure, and improve the envi-
ronmental aspects of its operations. An EMS responds to the need for
greater control of operations and better management, and supplies
the framework to do so by creating a structure to: 

• Adopt a written environmental policy.
• Identify the environmental aspects and impacts of operations.
• Set priorities, goals, and targets for continuous improvement

in environmental performance.
• Assign clear responsibilities for implementation, training,

monitoring and corrective actions.
• Evaluate and refine implementation over time so as to achieve

continuous improvement both in the implementation of envi-
ronmental goals and targets and in the EMS itself.

Prior to 1996, there was no major trend towards the widespread
adoption or standardization of EMS, perhaps due to a lack of accep-
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tance and understanding of the economic rationale. However, the
publication of the international EMS standard ISO 14000 series and
the European Environmental Management and Audit Scheme (EMAS)
sparked this trend by generating keen interest within the business
community. The main rationale for the creation of these standards
was that their worldwide acceptance would expedite international
trade by harmonizing otherwise diffuse environmental management
standards and by providing an internationally accepted blueprint for
sustainable development, pollution prevention and compliance as-
surance. The ISO 14000 series Environmental Management System
standards were introduced on the coat-tails of the success of ISO 9000,
which is a series of quality management system standards.

In Graph 5.6 we provide some results with regard to certification
systems. Seventy-eight percent—including ISO 14000, EMAS and oth-
er certifications—of DJSI sector leaders have obtained a third party
certification for their EMS. The remaining 22% have chosen to de-
velop their own certification. In the case of ordinary companies, just
55% of them hold an EMS certification. 

When analyzing the coverage of certification systems, we ob-
served that 83% of DJSI sector leaders have certified businesses and
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operations that represent more than 50% of their total sales. In fact,
44% of the sector leaders have certified businesses that generate
more than 90% of their income (see Graph 5.7). On the other hand,
just 17% of leading companies are limiting their certification to
businesses and operations that represent less than 20% of sales.
Therefore, we can say that DJSI leading companies are making big ef-
forts to obtain certification systems in almost all their operations.
The results are less impressive when we consider ordinary compa-
nies. For these companies, certified systems cover more than 50% of
sales in just 32% of the cases. 

Finally, success in environmental management depends on: 1)
the development of an appropriate structure in accordance with the
general structure of the organization, and 2) the appropriate sup-
port from senior management. In Graph 5.8 we can see the posi-
tions within the companies of those who possess top responsibility
for environmental issues.

As we can see, the board of directors is the highest level respon-
sible for environmental issues in 50% of DJSI leading companies. If
we refer to ordinary companies, we can observe that this percentage
is reduced by half. The differences between leading and ordinary
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companies are not significant when the highest level of respon-
sibility of environmental issues is given to line managers at dif-
ferent levels of the organization. Once again, these results show
that top managers from sustainability leading companies are
more involved with and committed to areas relating to sustain-
able development.

5.2.3. Unilever’s approach to environmental management
Despite the importance of EH&S management systems, they

alone cannot ensure that the environment is an integral part of
all business decisions and processes, such as sourcing, products,
logistics, distribution, and so on. For this reason we will highlight
the case of Unilever, which illustrates a holistic approach to envi-
ronmental matters. Although this company recognizes that it still
has a long road ahead in its quest to contribute to sustainable de-
velopment, we can see how its EH&S management system is just a
tiny portion of its environmental strategy, which it calls Path to
Grow.

The following chart (see Figure 5.2 below) shows relationships
and interactions of key individuals, groups, systems and strategic ini-
tiatives for the environment in Unilever.
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We can see that the Unilever Chairmen and Executive Commit-
tee hold strategic responsibility for environmental issues, with over-
all operational responsibility located in the Foods Division and
Home & Personal Care Division. Daily responsibility for environ-
mental issues rests with the local management operating companies.
These are supported by: 

— The Unilever Environment Group (UEG), which is a strategy
and policy-making group that carries out environmental
responsibility on behalf of the board. The UEG is made up
of individuals from divisions, corporate experts on safety,
health, environment and communications, and four external
advisors who contribute valuable independent views on
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Unilever’s plans, along with advice on emerging and long-
term environmental issues. 

— The Safety and Environmental Assurance Centre (SEAC). This
is a central technical resource providing expertise and advice
on safety and environment matters, such as expert knowledge
of hazard analysis and risk assessment for products and
processes. This is also the center for life-cycle assessment. 

Unilever’s environmental strategy consists of three important ob-
jectives: 1) improve the environmental efficiency of manufacturing op-
erations, products and services (eco-efficiency), 2) improve the envi-
ronmental performance of products (eco-innovation), and 3) focus
on three sustainability initiatives in areas (agriculture, fisheries and wa-
ter) that are directly relevant to Unilever’s business and where the firm
aims to improve its control over the supply chain.

To achieve all of these objectives, Unilever has different manage-
ment systems and tools, such as environmental management sys-
tems, life-cycle assessment techniques and a department called en-
vironmental science. This department consists of a large group of
environmental professionals with expertise in such areas as biolo-
gy, environmental chemistry, ecology, ecotoxicology, life-cycle assess-
ment, environmental management and auditing, pollution control
and risk assessment, and modelling. These scientists establish internal
environmental performance standards, develop eco-efficiency
measures and indicators, provide guidance in environmental man-
agement systems, assess the life-cycles of products and processes,
support sustainability initiatives, etc.

These environmental responsibilities and organizational struc-
tures, which go well beyond an EH&S management system, are con-
tributing to achieve the Path to Grow strategy and reduce Unilever’s
environmental footprint.

5.3. Research and Development processes

The progress towards sustainable development is closely tied to in-
novation and change. This observation is implicitly assumed in the
well-known definition of sustainable development adopted by
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the World Commission on Environment and Development (the
Brundtland Commission) in 1987. In the Commission’s words: “A
sustainable condition for this planet is one in which there is stabili-
ty for both social and physical systems, achieved through meeting
the needs of the present without compromising the ability of future
generations to meet their own needs.”

The current westernized way of life and persistent inequalities
on our planet are not sustainable. Fundamental changes regarding
how the economic system affects and is related to the social and na-
tural system are needed. According to Senge and Carstedt (2001),
the industrial age has been an era of harvesting natural and social
capital in order to create financial and productive capital. Only fun-
damental shifts in how the economic system affects the larger sys-
tems within which it resides—namely, society and nature—would
constitute the beginnings of a truly post-industrial age. Although this
huge challenge requires the participation and involvement of sever-
al international and local players, business is the social institution
with the greatest capability of innovating in this direction, because it
is subject to fewer norms and rigidities than are public institutions.

Moreover, in today’s dynamic and changing markets, one condi-
tion for remaining competitive and protecting future profits and
revenues is the ongoing development of new and successful tech-
nologies, products and services 30. That is the reason why most lead-
ing companies invest huge amounts of money in research and de-
velopment (R&D) programs. 

In Chapter 2 we presented the most common values held by DJSI

leading companies. We observed that more than 60% of these com-
panies consider innovation a core value. Equally, in Chapter 4 we
explained how DJSI leading companies are increasingly involving
stakeholders to enhance their innovation capabilities. These re-
sults clearly express the significance of innovation for sustainabili-
ty leaders.

However, innovation is a necessary but not sufficient condition.
New products must meet the requirements of environmental and
social sustainability to provide a continuing contribution to the
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company’s triple bottom line. In any event, environmental and so-
cial challenges can be drivers of innovation. As Porter and van der
Linde (1995) have shown through extensive research, properly de-
signed environmental standards can trigger innovations that lower
the total cost of a product and improve its value. Thus, there is an un-
derlying economic logic that links sustainability, resource productivi-
ty, innovation and competitiveness if the company responds to sus-
tainable development challenges in a proactive and creative way. 

In this chapter we analyze how and to what extent sustainable de-
velopment principles are integrated into new product development
processes. We will discuss different design tools and methods used
to facilitate the innovation of sustainable products. 

Before presenting the results, we would like to point out that in
the context of new product development, environmental indicators
are much more developed than social indicators. While eco-effi-
ciency indicators have existed for some time now, and are even to
some extent standardized, no such guidelines exist for social pro-
ductivity. It is also important to observe that social indicators are cul-
ture-specific. Thus, the process of identifying indicators for the so-
cial sustainability of new products is relatively new and not easy to
compare. 

5.3.1. Tools and methodologies for sustainable design
Our results consistently show that eco-innovation is the main

mechanism used for designing sustainable products. Eco-innova-
tion is a process of developing new products, processes or services
that provides value to customers and businesses but significantly
decreases environmental impact. We observed that life-cycle analysis 31 is
the most common tool used for supporting the process of eco-inno-
vation. In fact, 87% of DJSI sector leaders employ this tool. If we sub-
tract the financial and insurance sector, this percentage rises to 100%.
However, we must mention that Westpac Banking (bank sector) and
Swiss Re (insurance sector) have developed analytical tools to assess
the underlying risk, comprising financial, technical, ethical, social
and environmental aspects. 
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Eco-innovation processes are also complemented with programs
and guidelines for R&D organizations that require them to integrate
potential environmental and societal impact assessments into the
development process. These programs try to encourage designers
to consider issues and opportunities early in the innovation process.
We identified six DJSI sector leaders with these specific guidelines for
R&D departments.

Other common tools used in new product development process-
es are environmental risk assessment, safety assessment, human
health risk assessment, cost-benefit analysis, socio-economic impact
analysis, or qualitative screening. All of these tools aim to ensure the
final quality, reliability and accordance with the environmental and
safety regulations of products.

5.3.1.1. Life-cycle analysis
Life-cycle assessment is an analytical environmental manage-

ment tool based on the scientific understanding of the inputs and
outputs of processes and their effects on the environment. This tool
is used to evaluate the potential environmental impact of a product,
process, or activity throughout its entire life-cycle by quantifying the
use of resources (inputs such as energy, raw materials, and water)
and environmental emissions (outputs to air, water, and soil) asso-
ciated with the system that is being evaluated (see Figure 5.3). The
most important aspect of life-cycle assessment is that it considers all
stages of a product’s life-cycle. It condenses this information into a
visual map that displays the comparative environmental merits of
new design options against the original design. In the end, eco-in-
novation and life-cycle analysis have several benefits for firms, such
as more eco-efficient processes and products, less risk exposure, the
creation of new eco-markets (e.g., eco-labelling), and the securing of
competitive advantages (e.g., better positioning ahead of future
regulations).

3M, with 500 new products introduced each year, has a continuous
flow of opportunities to significantly add to their environmental,
health and safety progress. As such, Life Cycle Management (LCM) is
becoming a formal part of 3M’S new product development process
worldwide. Cross-functional, new product development teams use a
Life Cycle Management matrix to systematically and holistically ad-
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dress the environmental, health, and safety opportunities and issues
of each stage of their product’s life (see Figure 5.4). LCM at 3M is
supported by several groups within the organization: 1) 3M’S Corpo-
rate Product Responsibility staff group that helps business units in the
commercialization of safer and more environmentally responsible
products, 2) 3M Technology Centers that help improve product tech-
nologies to reduce and manage impact, and 3) Technology study re-
ports and success stories promoting the sharing of new ideas and re-
sults within the 3M technical community. Finally, governance of the
LCM policy falls to the corporate EH&S Committee.

As mentioned earlier, eco-efficient innovations increase the eco-
nomic value of a product while reducing its environmental impact.
Thus, one key element in this analysis is value measurement. 3M not
only considers direct value from financial accounting (classical in-
vestment calculation), but also other categories of value, such as:
hidden value, which refers to the value not directly attributable to a
certain product; intangible value (e.g., positive public perception);
and long-term value, which considers value that lies beyond short-
term contributions. 
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5.3.1.2. Sustainability guidelines for R&D departments
The implementation of sustainability guidelines gives new pro-

ject teams the opportunity to reflect on and take into consideration
environmental, social and ethical principles during the develop-
ment phase of new products. The guidelines for R&D departments
offer a consistent framework, which contributes to the development
of sustainable products from the very beginning. In this sense, they
differ from life-cycle analysis, which can be seen basically as an envi-
ronmental assessment tool. Usually, the development of these
guidelines is a task that falls to a technical and scientific department.
Below we explore some examples.

Procter & Gamble (P&G) uses a Product Sustainability Assessment
Tool (PSAT), which starts off with a series of questions that challenge
each project team to evaluate whether a new initiative is consistent
with sustainable development. The PSAT generates a visual sustainabil-
ity profile of the initiative, which is then used to help find ways to
build on its sustainability-related strengths and eliminate any weak-
nesses. In P&G, initiatives related to sustainability research are led by
the Environmental Science Department. This department promotes
scientific understanding and operates in partnership with all the com-
pany’s areas of business and their respective brands.

In 2003, DuPont introduced new guidance to their R&D organi-
zations that requires them to integrate potential environmental and
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societal impact assessments into the development process. The
guidance for R&D includes questions regarding product trial, glob-
al inventories and raw material, global regulations, human and en-
vironmental impacts, occupational health impacts, customer infor-
mation, waste and emissions, sustainable growth metrics, reuse and
recycling, packaging and shipping.

Volkswagen’s Technical Development has established 7 environ-
mental goals (the Ecological Program), which must be taken into
consideration during the development of its models. These goals
concern the following areas: materials, manufacturing processes,
recycling, consumption, emissions standards, ground and water pol-
lution, and acoustics. Similarly, Intel has a Design for Environment,
Health and Safety philosophy, in which ecological aspects (eco-effi-
ciency, recycling, etc.) are included. 

Other companies are taking similar steps. For instance, Novozymes
is working to ensure that their environmental and bioethical policy is
reflected in research and development activities. In another case,
Unilever is piloting a new program called Design for Excellence across
its Home & Personal Care Europe business that encourages designers
to consider environmental issues and opportunities early in the
innovation process.

5.3.2. Sustainable design implications
We end this section by showing the main implications of sustain-

able design or eco-innovation on product development processes.
As we will see, sustainable design implies more than just incremen-
tal improvements to existing products. Rather, it can be a strategic
tool that implies changing product conception, managers’ involve-
ment and openness to stakeholders.

5.3.2.1. The product (and even companies) can change
at a conceptual level

Eco-innovation can lead to new products that provide the con-
sumer with the function that they require in the most sustainable
way. In the end, this can result in a firm’s transformation. In fact,
Senge and Carstedt (2001) make clear that the business logic of the
sustainable enterprise implies a shift from “the value is in the stuff”
to “the value is in the service the stuff provides”.
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For instance, DuPont began 200 years ago as a company produc-
ing black powder. It transitioned to a chemical company in the
1900s and is now transforming again into a company that uses all sci-
ences (chemistry, physics, biology, and information) to create a
strong offering to its customers and to society. This last transforma-
tion responds to Dupont’s mission of sustainable growth and at-
tempts to sell products and services derived from renewable re-
sources. An example is the relationship between Ford and Dupont
in the United Kingdom (Arnold and Day, 1998). Instead of simply
buying paint from Dupont, Ford has subcontracted the manage-
ment of its bodywork painting operations to Dupont, which uses its
better knowledge of the properties of coatings and painting in gen-
eral to use less product. Instead of paying per gallon of paint, Ford
pays Dupont per car painted. The latter’s goal is no longer to sell
paint but to offer the best service using the least amount of product.
In this way, DuPont locks in its important customer in addition to
obtaining first-hand information on its competitors’ products and
the negotiating strategies they use in their sales. In 2002, 14% of
Dupont’s revenues were derived from renewable resources such as
agricultural feed stocks, technology-based sales, and service fees. Its
target for 2010 is 25%.

Dofasco is another company that has transformed itself during
recent years. In the early ’90s—in response to increasing global
competition, an oversupply of steel and declining prices—Dofasco
created Solutions in Steel. This was a new strategy that has trans-
formed Dofasco from a manufacturer of steel to a high-tech pro-
ducer of innovative, value-added steel solutions, designed to solve
the immediate and future needs of its customers and deliver value
to all of Dofasco stakeholders. 

5.3.2.2. Increased involvement of top management
As can be observed in the previous point, the implications of sus-

tainability strategies are very relevant to new product development
processes. Therefore, it should not be surprising that top manage-
ment is increasingly involved in this process. 

A clear case is provided by Unilever’s sustainability initiatives
(agriculture, fish, and water), which have the objective of developing
environmentally better products. These initiatives were approved by
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top executives who later signed partnerships with suppliers, indus-
tries, governments, and NGOS; a critical step that has supported the
firm’s progress towards the achievement of the goals established in
the initiatives. The strategic importance of these initiatives has been
reflected in the development of plans to share eco-manufacturing
skills across the supply chain, which includes third-party product
suppliers, providers of key raw materials and transportation firms.

The main sustainability challenge for the automotive industry is
climate change. For this reason, Volkswagen is pursuing a strategy to
combine the expansion of its product portfolio across all relevant
segments with a rigorous focus on enhancing overall fuel economy.
This will result in a balanced portfolio of growth with relatively low
carbon intensity. The Research Department coordinates all the ac-
tivities to develop more ecological models, and updates the board
on sustainable development issues. 

5.3.2.3. Increased involvement with stakeholders (e.g., suppliers,
customers, universities, NGOS, governments and competitors)

Throughout this report we have emphasized the importance of
the role that stakeholders play for the sustainable enterprise. This is
also true for the development of new products. Engaging stake-
holders offers the company a wider knowledge of product uses, im-
plications, alternatives and characteristics. The remaining chal-
lenge is to integrate this knowledge (e.g., stakeholder dialogue
output) across the business and products in order to systematically
launch sustainable and successful products. In Chapter 4 we provided
several illustrative cases in which partnerships and alliances with stake-
holders have enhanced the development of sustainable products.

5.3.2.4. Incremental changes to the existing product
Finally, eco-innovation and life-cycle analysis contribute to the

improvement of the eco-efficiency of products and processes. These
incremental improvements allow the firm to reduce its ecological
footprint while enhancing its profitability. 

One of Intel’s goals is to reduce the environmental footprint
through the reduction in size (dematerialization) and energy con-
sumption of their products during the usage phase. With this idea
in mind, the Intel Reseller Products Group redesigned the packag-
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ing for its boxed Intel Celeron processor products. The new design
allows Intel to avoid disposing of more than 1.3 million pounds
of packaging materials each year. The new, more efficient design re-
duced packaging by 50% while maintaining marketing, security,
shipping and product protection requirements. The Reseller Prod-
uct Group team won the Intel 2001 Product Ecology Design Award
for their efforts. Intel also has an ongoing initiative to reduce lead in
its products. In 2002 the first lead-free products (flash memory)
were shipped to customers, while continuing R&D efforts yielded
lead-free solutions for four additional packaging technologies. In
addition, Intel product teams developed a lead-free Network Inter-
face Card (NIC); the first board-level product to use lead-free solder.

Volkswagen has been working on reducing the energy require-
ments of new cars. For example, the vehicle’s service life accounts
for about 73% of total energy utilization over the life-cycle of a Golf
A4, or 67% in the case of the three-litre Lupo. A comparison with the
figure of 80% determined for the Golf A3 shows the progress that
has been made in reducing fuel consumption. 

We have concluded this section by looking at the main implica-
tions of sustainable design. We have seen that the integration of sus-
tainability into new product development processes not only affects
R&D departments, but can also imply a new strategic intent which af-
fects the entire organization. When this is the case, more opportu-
nities exist for sustainable growth and for achieving a solid competitive
position in the marketplace. 

5.4. Supply chain management

Up to this point, we have observed how sustainability strategy is im-
plemented internally. We have seen its implications in human re-
source systems, EH&S management systems and innovation process-
es. Now we will examine how sustainability decisions influence
external elements, focusing our attention on supply chain manage-
ment. 

In Chapter 2 (2.5.3.3. and 2.5.3.4.), we provided some results re-
garding the sustainability chain policy. We saw that 94% of DJSI sec-
tor leaders have incorporated social, ethical or environmental areas
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into their selection and evaluation of suppliers. In addition, 61% of
these companies are monitoring and auditing suppliers with regard
to these issues. These results show that sustainability leading com-
panies are already aligning the principles and values that guide
their activities to external stakeholders who directly influence their
business processes and products. In this section we will extend this
analysis to explore how these processes are undertaken. We will ob-
serve how DJSI leading companies are managing their supply chain
in order to improve human rights and labor standards, as well as to
favor sustainable raw materials when purchasing from suppliers. 

The first and fastest way to fulfill these objectives is through the
firm’s supplier selection and evaluation process. Second, we have
observed that alternative ways for promoting sustainable practices
are being used by DJSI sector leaders, such as training programs for
suppliers, the development of partnerships, or setting up suppliers’
awards that recognize excellent practices in social responsibility ar-
eas. In the following section, we will review these practices through
illustrative examples.

5.4.1. Selection and evaluation of suppliers
One of the critical aspects of supply chain management is the

process of selection and evaluation of suppliers. Logically, econom-
ic factors (e.g., price competitiveness), quality of products and ser-
vices (e.g., delivery ontime), and integrity (e.g., compliance with
laws and regulations) are components always considered when
selecting suppliers. However, sustainable supply chain management
goes beyond these common requirements because it also establish-
es methods of selection and evaluation in accordance with sustain-
able development principles. For example, policies, procedures,
guidelines, or principles that include social, ethical and environ-
mental standards are commonly developed as a means of ensuring
that suppliers comply with all of the requirements expressed in
these documents. 

Marks & Spencer (M&S) offers a good case for illustrating how
suppliers are selected. M&S, which buys products from more than
1,000 suppliers in over 70 countries, has developed a supply chain
policy concerned with environmental and social issues. In this con-
text, M&S has developed Global Sourcing Principles that suppli-
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ers must comply with. They include suppliers’ responsibility (set
jointly with each supplier), workforce rights, regular assessment, en-
vironmental responsibility and the commitment to extending the prin-
ciples through the suppliers’ supply chain. A summary of the M&S

Global Sourcing Principles forms part of the contract between the
company and its suppliers. Quite similar, although more focused on
environmental aspects, is the case of Teijin, which has a green pur-
chasing policy that requires each business group to plan and im-
plement green purchasing with specific goals. Teijin promotes pref-
erential purchasing through the intranet websites of companies
providing environmentally friendly products. 

The evaluation of suppliers’ social, environmental, health, and
safety performance is also an important process carried out through
different mechanisms, such as risk and quality assessment tools and
audits. Continuing with the M&S illustration, the company uses
ethical audits to obtain additional assurance about the compliance of
standards on child labor, safety, pay, terms of employment, and
working hours. M&S evaluates over 70% of its finished product sup-
pliers worldwide. 

Similarly, Intel monitors supplier EH&S performance through a
supplier assessment process. Intel has helped to develop a Stan-
dardized Supplier Quality Assessment tool for industry-wide use in
collaboration with members of Semiconductor Equipment and Ma-
terials International. 

Another case worth mentioning is that of Novozymes, which
evaluates key suppliers on environmental performance and, more
recently, on human rights and labor standards. Novozymes has de-
veloped its own methods for evaluation and aims to cover all key
suppliers of raw materials, corresponding to approximately 80% of
its raw material costs. From 2004 onward, all new Novozymes sup-
pliers will be evaluated.

5.4.2. Alternative ways of promoting sustainable
practices among suppliers

Besides supplier selection and evaluation, we also observed other
forms of promoting sustainable practices among suppliers. We found
three basic ways that firms are doing so: 1) training programs, 2) the
development of partnerships and 3) setting up supplier awards. 
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The inclusion of environmental and social issues in supplier
training programs seeks to raise awareness of the importance of
these issues, and helps suppliers to improve their sustainability man-
agement. As an example, M&S provides compliance incentives and
training to the company’s procurement teams, suppliers and sub-
contractors. They are focused on raising the awareness of internal
procurement employees and external suppliers. Some examples are
the social compliance audit training accreditation, given to those
suppliers who attend and pass the examination, and the one-day lo-
cal language workshops for site managers of suppliers. Moreover,
suppliers receive Self-Help Guides and training to set up local best
practices. 

Partnerships are also an effective way to involve suppliers in
sustainability management. Companies such as BT and M&S are
engaged in the Ethical Trading Initiative (ETI) 32. The ETI is an al-
liance of companies, non-governmental organizations (NGOS),
and trade union organizations committed to working together to
identify and promote ethical trade. Such trade involves the im-
plementation of a code of conduct for good labor standards, in-
cluding the monitoring and independent verification of the ob-
servance of ethics code provisions, such as standards for ethical
sourcing. 

Finally, although it is still quite rare, some companies have
also created supplier awards to strengthen suppliers’ commit-
ment to sustainable development. A good illustration of this is
the case of BT, which has several categories of awards to recognize
significant contributions by their suppliers, highlighting exam-
ples of innovation and forward thinking. Within these awards are
categories such as innovation and responsiveness and commitment to
social responsibility. The latter looks for suppliers who have imple-
mented policies, systems or initiatives that demonstrate their
commitment to social responsibility where a BT contract is con-
cerned. Suppliers can demonstrate this in areas such as the envir-
onment, supply chain human rights, diversity or other areas of social
responsibility.
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5.5. Summary

Leading companies in sustainability are adapting their manage-
ment systems to align their procedures and routines with their new
governance and strategy systems. Although they still have room for
improvement, they far exceed ordinary companies in these efforts.
The leading companies that we have analyzed throughout this chap-
ter seem to have made the greatest inroads in human resource man-
agement systems such as recruiting, rewarding, training and com-
munication systems. They also show a clear and true interest in
keeping their environment, health and safety management policies
and systems alive. In fact, they are enlarging the scope of these sys-
tems and including elements that go beyond the requirements of
standards such as ISO 14000 or EMAS. Leading companies are also
promoting sustainability values outside of their companies’ con-
fines; they include these issues in their supply chain management
policies and systems related to the selection and evaluation of sup-
pliers. They are also starting to include key suppliers in their sus-
tainability-related training programs, and establishing supplier
awards to recognize their commitment to sustainable development.
Finally, although leading companies are using tools such as life-cycle
assessments or sustainability guidelines, it appears that they must
continue their efforts in order to embrace sustainability in their re-
search and development systems.
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THE need to advance towards a more sustainable business devel-
opment model and the role that companies can and should play in
developing and managing such a model within their organizations
cannot be dealt with in a cosmetic way. On the contrary, the quest
for sustainability conveys a radical change of paradigm; a new para-
digm whose cornerstone implies changing companies’ core values;
from considering the maximization of shareholder value the ulti-
mate goal of businesses to a new view of the role of business in soci-
ety based on making survival the essential objective. Under this ap-
proach, instead of profit being an end in itself, achieving survival
becomes the end, which is achieved by creating wealth for both
companies and society at large. As opposed to the traditional
company, and in accordance with any other living system, the ulti-
mate goal of the sustainable enterprise is survival. As is also the case
with living systems, the core value of the sustainable enterprise is its
awareness of the system of which it is a part and the sense of be-
longing to it. This core value drives its behavior. Instead of being a
net predator of the physical-social system, the sustainable enterprise
obtains resources from the system with the purpose of contributing
to the net creation of wealth. This behavior adds to the resilience
and general improvement of both the company and the system. Its
governance, strategy, and other management systems are designed
to generate this beneficial symbiosis. In Figure 6.1 we represent this
conception of the sustainable enterprise.

In this research project, we have studied how the leading com-
panies in sustainability are adopting these new values. As a result,
they are engaging in an open and fruitful dialogue with their stake-
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holders and introducing deep changes in their governance, strate-
gy, and other key management systems. Next, we detail the most im-
portant conclusions that we have drawn from this research project,
organized by topics:

6.1. Corporate governance

As expected, sustainability has had a profound impact on the gover-
nance systems of leading companies. Almost all of the leading compa-
nies consider sustainability a board responsibility while only half of the
regular companies do so. Some conclusions worth highlighting are:

• Sustainability, as well as other related values, has become one of
the core values of sustainable enterprises. 

• Most sustainable enterprises have appointed one or more di-
rectors knowledgeable in sustainable development.

• Sustainability board committees are becoming a popular
feature in sustainable enterprises. In these companies, their
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level of take-up is the same as that of other board committees,
such as those in charge of audit and remuneration issues, and
greater than that of those dealing with strategy and nomina-
tions.

• Sustainability is becoming a regular item in sustainable enter-
prise board meetings.

• Overall, leading companies see sustainability as a strategic is-
sue, and the responsibility for its development is assumed at
board level. Therefore, new roles are developed at board
level to respond to this new reality. Furthermore, the devel-
opment of such new roles imposes the changes we have just
indicated in the composition, structure and processes of
boards of directors. All other changes in leading companies
are initiated by these fundamental changes in corporate gov-
ernance.

6.2. Corporate strategy

A second fundamental transformation we saw in leading companies
corresponds to the efforts they have made to integrate the values of
sustainable development into strategy. We can see these efforts both
at the formulation and implementation level:

• Sustainable enterprises use different mechanisms to en-
sure that sustainability is embraced in the formulation of
corporate strategy. The fundamental step we detected is
the development of a governance structure to assure this
objective.

• Sustainable enterprises use different mechanisms to ensure
that sustainability values are alive and deeply internalized in
their organizations.

• Sustainability is a key component of sustainable enterprises’
codes of conduct.

• At the implementation level, many companies use some kind
of balance scorecard mechanism (or a related mechanism) to
assure that sustainability is translated from strategy into opera-
tions. 
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6.3. Core capabilities

We have not focused deeply on all the capabilities that leading com-
panies have to develop to advance into being sustainable enterpris-
es. However, one key capability we have studied is dialogue with stake-
holders, a fundamental milestone on this journey.

• Leading companies have learned to develop real engagement
with stakeholders. To do so, they have assigned the relevant re-
sponsibilities at board and senior management level, hold reg-
ular meetings with stakeholders and develop partnerships with
them.

• Sustainable enterprises’ boards promote stakeholder dialogue
as a regular activity within their organizations.

• Directors of most leading companies are involved in stake-
holder dialogue in several ways.

• Stakeholder engagement is a core capability that promotes the
enhancement of two essential strategic assets—reputation and
innovation.

• While most leading companies identify and prioritize stake-
holders, they still need to make additional efforts in the map-
ping of key stakeholders.

6.4. Management systems

We have studied in depth four management systems to understand
the way sustainability values are being translated into organizational
routines and procedures. These key systems are human resource
systems, environmental, health and safety systems, research and
development systems, and supply chain management systems. Overall,
they allow us to get a good idea about such translation. Some generic
conclusions in this area are:

• Sustainability is increasingly reflected in recruiting processes,
training programs, rewards systems and communication poli-
cies.
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• Environmental, health and safety policies and management
systems are already standardized and widely adopted by lead-
ing companies. New elements are being included to extend
the systems’ scope and therefore their contribution towards
real sustainability.

• Including sustainability concepts within R&D systems is both a
challenge and a fundamental issue for leading companies.
Companies are trying different procedures to do so, but no
dominant approach was detected. We strongly believe this is
an area where new capabilities need to be developed to create
sustainable value.

• Sustainable enterprises are increasingly promoting sustainabil-
ity values and practices along their value chain. This is an area
where effort is already being applied, and with a potential
to have great impact on the diffusion of sustainability values to
other companies.

In short, leading companies have gone through a profound
transformation reflected in their corporate strategy and gover-
nance. A cause and effect of this transformation has been the establ-
ishment of new relationships with stakeholders at all management
levels. The impact on the routines, procedures and capabilities of
these companies is already being felt, but the real transformation is
still to come. As we have demonstrated throughout our research, lead-
ing companies are showing us the way forward as well as developing
a new business paradigm. 

In Table 6.1 we represent the paradigm of sustainable enterprise
that emerges from our research, and compare this new paradigm with
the traditional approach to doing business and what we consider a
middle of the road attitude towards sustainability. Some of the 18 DJSWI

leading companies are close to becoming truly sustainable enterprises
while others are still considering sustainability as an add-on. Anyway, al-
though in our opinion none of them have arrived at the end of the
journey towards sustainability, they collectively suggest the kind of
changes that a company should undergo to progress in this direction. 

The key components of this paradigm are the new values and
purposes that drive the transformation process in governance, strat-
egy and other management systems. In a few years, we should see
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how these values affect all corporations, much in the same way that
we saw the quality movement drastically transforming all businesses
during the 1990s. By then, the concepts profitability-sustainability and
business-societal good will not be seen as mutually exclusive or as needing
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Traditional Sustainability Sustainable
approach as an add-on enterprise

Main focus Fixed focus on Focus on Focus on the 
shareholder shareholder value long-term triple
value + philanthropic or bottom line

opportunistic
“zoom outs”

Competitive Costs Reputation Innovation
System Risk management

Natural Legal Ancillary Natural capital
System approach improvement maintenance and

activities in natural improvement
resources use
efficiency

Social Legal Ancillary Social resources
System approach improvement management and

activities in business’ enlargement
social impact

Ethical “Ordinary “0.7% syndrome” New core values
System decency”

Attitude Ignorance Reactive Proactive
towards “Sustainable responsiveness: commitment and
Sustainable development Philanthropy: “We involvement:
development is not the should return to “We should look 

business of society some of after the system
business” our profits.” we are part of

Opportunism: because it is the
“SD has an impact right thing to do.”
in our reputation.”

TABLE 6.1: Towards the sustainable enterprise



to be compromised when both are pursued simultaneously. Instead
of being severed by the conjunction or they will be bridged by the
connector and. Sooner or later, false dichotomies regarding sustain-
ability will be a by-gone characteristic. Although this new strategic
management approach is just starting, the rate of change is increas-
ing. As Victor Hugo said, “Nothing is so powerful as a new idea whose
time has come.”
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SAM Research Inc. Member of the SAM Group 
Rotfluhstrasse 91 CH-8072 Zollikon-Zurich
Tel. +41 1 397 10 30 Fax +41 1 397 10 50 

Approval Form Company Name:

Confirmation of Truthful Company Statements and Documentation
The following people confirm that all statements made in the SAM Corpo-

rate Sustainability Assessment Questionnaire online or on paper as well as ad-
ditional information/documentation (listed below) provided to SAM Research
is true to the best of their knowledge. They confirm that they have read and ac-
cepted SAM’s Information Policy and Disclaimer concerning the use of the pro-
vided information indicated below.

Name Function/Position

Signature Place, date

Name Function/Position

Signature Place, date 

Documentation provided
Please include only recent documentation which has not previously been

sent to SAM Research. 
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❍ SAM Corporate Sustainability Assessment Questionnaire (paper version)

Date submitted
❍

Annual/Financial Reports
❍

Sustainability Reports 
❍

Environmental Reports 
❍

Social Reports 
❍

Others

Use of Information Policy and Disclaimer
SAM Research Inc. (this term shall include its related, affiliated and sub-

sidiary companies) will use the information provided by your company in con-
nection with this survey as a basis for defining and distributing index products.
In addition, this information may be used in aggregated form for other com-
mercial activities of SAM Research Inc. such as research, advisory or investment
activities. In aggregated —but never in individual— form, this information may
also be used for publication. Aggregated information refers to information that
is expressed in scores, not to the detailed information contained in the SAM

Corporate Sustainability Assessment Questionnaire. By completing and return-
ing to us this questionnaire, you agree to the use of such information as speci-
fied herein and that such information may be transferred abroad. To the ex-
tent permitted by law, SAM Research Inc. shall not be liable for any direct,
indirect or consequential damages arising out of the use of such information.
With regard to other important legal issues we refer to the disclaimer as stated
on http://www.sam-group.com/assessment2002 (after login). This policy and
the disclaimer may be updated occasionally. Our use of such information is
subject to the policy and disclaimer in effect at the time of use. 

Economic Dimension

Corporate Governance 
1. How many members are on your Board of directors? Board of directors?

❍ members
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❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

2. How many Employee/Trade Union representatives, that are required
by law, do you have on your Board/Supervisory Board? 
❍ Employee/Trade Union representatives 
❍ Not known 
❍ Not applicable 
Comment: 

3. How many Board members have executive functions in your company? 
❍ members
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

4. Is the Board headed by a non-executive chairman and/or a lead director?
❍ Yes 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 

5. Please indicate in the table below the functions, and associated com-
mittee names, for which the Board explicitly assumes formal responsi-
bility.

❍ Function Responsibilities Name of committee

Strategy ❏ Formal Board Responsibility

Audit, accounting, ❏ Formal Board Responsibility
risk management ❏ All members are non-executives

Selection and ❏ Formal Board Responsibility
nomination of board ❏ All members are non-executives
members and top
management
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Remuneration of ❏ Formal Board Responsibility
board members and ❏ All members are non-executives
top management

Corporate social ❏ Formal Board Responsibility
responsibility,
corporate citizenship,
sustainable development

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

6. Please indicate if the Board of your company has issued a formal cor-
porate governance policy. If yes, please attach the document or indicate
where it can be found (website, annual report etc.). 
❍ Yes, documented in 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:

7. Please indicate the percentage of the main nationality represented on
your Board of Directors relative to all other nationalities represented
on the Board. 
❍ %
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment: 

8. How many women are members of your company’s Board of Directors? 
❍

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

9. Please indicate the percentage of fees for management consulting paid
to your auditing firm as a percentage of total fees paid to your auditing
firm at corporate level in 2002.
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❍ %
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment: 

10. Do you externally communicate the remuneration/compensation of
your senior directors (CEO and Board members)? Please attach docu-
ments and/or indicate web address. 
❍ Yes, on an individual level. 
❍ Yes, on an average level per member (e.g. board/supervisory board). 
❍ Yes, on aggregated level, including other senior management. 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages):

http:// 

Investor Relations
11. Please provide examples of material (e.g. analyst presentations, web-

sites, reports etc.) used to communicate with analysts and investors
about sustainability issues. 
❍

❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:

12. Please indicate the number of face to face investor meetings your com-
pany has held in the last fiscal year (1 on 1s and/or seminars) with re-
gard to your sustainability/corporate social responsibility strategy and
performance. 
❍ meetings in the last fiscal year. 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 
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13. Do you conduct regular investor perception studies? 
❍ Yes 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

If yes, which of the following aspects are part of the perception study
process/system? Please provide supporting documents or indicate web-
site.
❍ ❏ Number of perception studies per year:

❏ Feedback to board 
❏ Feedback to chief financial officer 
❏ Others, please specify: 

❍ None 
❍ Not known 
❍ Not applicable. Please provide explanations in the comment box below. 
Comment:

Documents (pages): 

http:// 

Strategic Planning
14. Please tick the five (5) most important options where you perceive the

most value is added from your sustainability strategy in terms of value
generation/competitiveness enhancement.
❍ ❏ Access to capital

❏ Talent attraction 
❏ Operational efficiency 
❏ Innovation Trigger 
❏ Reputational Enhancement 
❏ Maintaining licence to operate by stakeholders (such as public,

employees, NGOs etc.) 
❏ Reducing Environmental Footprint 
❏ Future Business Option Creation

❍ Not applicable. Please proved explanations in the comment box below.
❍ Not known 
Comment: 
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15. Which of the following tools do you systematically use for strategic plan-
ning at corporate level?
❍ Answer: 

❏ Portfolio theory; briefly describe how it is applied: 

❏ Real options methods; briefly describe how they are applied. 

❏ Scenario planning; indicate the average time horizon used: 

❏ Systems dynamics methods; briefly describe how it is applied: 

❏ Others: please describe:

❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment: 

16. Please attach or indicate a web address of corporate statements or re-
ports that indicate the core values and/or business principles of your
company.
❍

❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment: 

Documents (pages): 

http:// 

Scorecards/Measurement Systems
17. Please indicate the main purposes of your scorecard/measurement sys-

tems (such as Balanced Scorecards or similar).
❍ Answer: 

❏ To measure and integrate overall tangible and intangible corpo-
rate performance 

❏ To act as an integrated strategic planning and management tool,
linking different levels of the company 

❏ To share process best practice across business units 
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❏ To compare business unit performances (Key Performance Indi-
cators) 

❏ No scorecard/measurement systems implemented 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 

18. Which perspectives are integrated in your company’s scorecards/mea-
surement systems at a group/corporate level ( Balanced Scorecard or
similar)?
❍ Answer: 

❏ Customer/Stakeholder perspective 
❏ Governance/Stakeholder perspective 
❏ Financial/Shareholder perspective 
❏ Process/Operational perspective 
❏ People (Employee)/Learning perspective 
❏ Reputation perspective 
❏ Others, please specify: 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

Documents (pages): 

http:// 

Risk & Crisis Management
19. Please indicate the name and position of your chief risk officer or per-

son responsible for this function. 
❍ Name: Position: 

Number of levels from the Board: 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment:

20. Please indicate the name, position and reporting line of the person re-
sponsible for issue/reputation management(i.e. coordination and
communication of issues with high potential risk to your company’s
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reputation) at a group level. Please also refer to the helptext. issue/rep-
utation management(i.e. coordination and communication of issues
with high potential risk to your company’s reputation) at a group level.
Please also refer to the helptext. 
❍ Name: Position: 

Number of levels from the Board:
Reporting line: 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment:

21. Please indicate the elements included in your company’s crisis/emer-
gency plans. 
❍ Answer: 

❏ Business continuity plan 
❏ Communication with the media and other critical audiences/stake-

holders affected 
❏ Co-ordination between departments involved (e.g. Public Rela-

tions, Investor Relations, Manufacturing, Customer Service, Fi-
nance and Risk Management departments) 

❏ Frequent rehearsal/testing of plans 
❏ Mechanisms for early internal/external notification of an emer-

gency situation 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

Documents (pages): 

http:// 

Codes of Conduct/Compliance/Corruption&Bribery
22. Please indicate for which areas corporate codes of conduct have been

defined at a group level (including subsidiaries). Please attach support-
ing documents, codes of conduct, etc. 
❍ Answer: 

❏ Corruption and bribery 
❏ Discrimination 
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❏ Confidentiality of information 
❏ Money-laundering, insider trading 
❏ Security of staff, business partners, customers 
❏ Environment, health and safety
Documented in:

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 

23. What mechanisms are in place to ensure effective implementation of
your company’s codes of conduct?
❍ Answer: 

❏ Responsibilities, accountabilities and reporting lines are systemi-
cally defined in all divisions and group companies. 

❏ Regular employee communication. 
❏ Dedicated help desks. 
❏ Intranet with practical examples for training purposes. 
❏ Codes of conduct linked to employee remuneration. 
❏ Employee performance appraisal systems integrates compliance/

codes of conduct. 
❏ Disciplinary actions in case of breach (i.e. zero tolerance policy) 
❏ Compliance system is certified, please specify: 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 

24. Please indicate which of the following aspects are covered by your anti-
corruption and bribery policy. Please refer also to the helptext.
❍ ❏ Bribes (in any form, including kickbacks, on any portion of con-

tract payments)
❏ Direct or indirect political contributions 
❏ Political contributions publicly disclosed. Please attach document

and/or website:
❏ Charitable contributions and sponsorship. 
❏ Charitable contributions and sponsorship publicly disclosed.

Please attach document and/or website: 
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❍ Policy in development and to be implemented within next 
months/year(s) 

❍ Not known 
❍ Not applicable. Please provide explanations in the comment box below.
Comment: 

25. Who does your corruption and bribery policy apply to? Please indicate
the percentage of coverage of your corruption and bribery policy rela-
tive to the total number of:
❍ ❏ Employees group-/worldwide: % 

❏ Contractors/Suppliers/Service providers: % 
❏ Subsidiaries: % 
❏ Joint ventures: %

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

26. Does your company publicly report on breeches of your corruption and
bribery policy? Please attach documents and/or web address. 
❍ Yes, please refer to the document(s) attached: 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

Documents (pages): 

http:// 

Customer Relationship Management 
27. What approach do you use for integrating customer feedback?

❍ ❏ Harmonized CRM database at business unit level
❏ Webbased, harmonized feedback channels 
❏ Integration of feedback into product/services development 
❏ Dedicated Helpdesks for complaints 
❏ Ombudsman for complaints 

❍ Not applicable. Please provide explanation in the comment box below. 
❍ Not known
Comment: 
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28. Does your company systematically monitor customer satisfaction? Please
provide documents.
❍ Answer: 

❏ Yes, it is monitored by third parties 
❏ Yes, it is monitored internally 

❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment: 

Documents (pages): 

http:// 

Environmental Dimension

Environmental Policy/Management
29. Please indicate the name, position and reporting line of the person re-

sponsible for environmental issues at the highest level within your or-
ganization. 
❍ Name: Position: 

Number of levels from the Board: 
Reporting line: 

❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:

30. Has your company adopted a corporate environmental policy?
(whether stand alone or integrated into a broader policy statement).
Please refer to the policy or indicate where it can be found on the web. 
❍ Yes, documented in: 
❍ No 
❍ Policy is in development and to be implemented within the next 

months 
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:
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If yes, please indicate whether this policy applies to: 
❍ Answer: 

❏ Company’s own operations 
❏ Environmental impacts of products & services 
❏ Suppliers & service providers (e.g. contractors) 
❏ Other key business partners (e.g. non-managed operations, JV part-

ners, etc.), please specify: 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment:

31. Have quantified environmental targets been defined for the whole
company? Please attach relevant documents. 
❍ Yes 
❍ No 
❍ Groupwide targets are in development, to be implemented within

the next months 
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:

Public availability of environmental targets 
❍ Yes, documentation attached 
❍ Yes, no documentation 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment:

32. Please indicate how your environmental management system is certified.
❍ ISO 14001, JIS Q 14001, EMAS

❏ Third party certification by specialized companies 
❏ Certification by company-own specialists from headquarter 

❍ Not certified 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:
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33. Please indicate the percentage of total revenues certified according to
these systems: 
❍ % of revenues 
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:

Documents (pages): 

http:// 

Environmental Performance
34. Please complete the following table and include a short explanation of

the trend. 

❍ Indicator Unit (if Estimated 1999 2000 2001 2002 Explanation
different coverage of trend
from unit (%) of total
indicated) revenue

in 2002

Total energy
consumption
(GJ)

Total direct 
GHG emissions
(tons CO2
equivalent)

Total water
use (tons)

Total waste
generation
(tons)

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment:
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Documents (pages): 

http:// 

Advanced Environmental Management System
35. Have corporate environmental requirements or guidelines been devel-

oped for the following? 
❍ Answer: 

❏ Production operations 
❏ Maintenance operations 
❏ Selection/on-going evaluation of suppliers/contractors/service

providers 
❏ Development of new products and services 
❏ New projects 
❏ Non-managed operations/licensees/third-party manufacturers/JV

partners 
❏ Due-diligence/Mergers and acquisitions 
❏ Other 

❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment:

36. How frequently is environmental data (e.g. emissions to air, water, land,
resource consumption, accidents) reported by operations/business
units to corporate? 
❍ Monthly 
❍ Quarterly 
❍ Yearly 
❍ Irregularly 
❍ Not reported as yet 
❍ Not applicable. Please provide explanations in the comment box below. 
❍ Not known 
Comment: 

37. Does your company have a centralized database for environmental data
that is accessible from various parts of your organization? 
❍ Answer: 
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❏ Yes, database is accessible at corporate level 
❏ Yes database is accessible at business unit/divisional level 
❏ Yes database is accessible by individual operations 
❏ No centralized database exists 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

38. Please complete the following table (or attach documents) with your
company-wide environmental data and explain trends. (Note: signifi-
cant environmental incidents are incidents which resulted in extensive
or long-term impairment of ecosystem function, contamination or
shortage of surface/ground water supply, chronic illness, permanent
disabling injury, fatality or extensive property damage to the public, ir-
reparable damage to highly valued structures or sacred locations) 
❍ Answer:

Parameter Unit 1999 2000 2001 2002 Comments

Hazardous tons
waste 

Waste % of total
disposed waste
to landfill generated

Incidents Number

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 

Documents (pages): 

http:// 

Product Stewardship
39. Are there programs in place to formally assess and minimise the envi-

ronmental impacts of product packaging, distribution, use and disposal?
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❍ Yes 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

40. Which of the following aspects are formally included in the develop-
ment and design of new products? 
❍ Answer: 

❏ Environmental impacts of product use and maintenance. Please
specify 

❏ Environmental impacts of product manufacturing. Please specify 

❏ Environmental impacts of raw materials production. Please specify

❏ Upgradability and modularity of products 
❏ Disassembly, reuse and recycling of the product and its components 
❏ Other 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

41. To what extent is your company actively and directly involved in prod-
uct take back programs (e.g. disassembly, reuse or recycling of the prod-
uct and its components)? Please indicate the proportion of revenue
corresponding to products covered by such programs. 
❍ Answer: 

❏ Product take back programs

❏ % of revenue 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages): 

http:// 
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Climate Strategy
42. Please indicate the organizational coverage of your GHG inventory. 

❍ Answer: 
❏ wholly owned entities/facilities representing % of total

revenue 
❏ entities/facilities that are controlled but not wholly owned 
❏ jointly controlled assets/entities 
❏ entities not controlled but over which the company has signifi-

cant influence 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

43. Please indicate the scope of your GHG inventory (according to WBCSD/WRI

Protocol or other). 
❍ Answer: 

❏ Direct GHG emissions (i.e. Scope 1 of WBCSD/WRI Protocol) 
❏ GHG emissions from imports of electricity, heat or steam (i.e.

Scope 2 of WBCSD/WRI Protocol) 
❏ Other indirect GHG emissions (i.e. Scope 3 of the WBCSD/WRI Pro-

tocol)
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

44. Please indicate which independent organization verifies your GHG in-
ventory. 
❍ Verified by 
❍ Not externally verified 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

45. On what is your strategy for reducing/managing carbon risk based? 
❍ Answer: 

❏ intra-company emissions trading 
❏ national/international emissions trading 
❏ Based on carbon sequestration projects 
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❏ Clean Development Mechanisms (CDM) 
❏ Joint Implementation (JI) projects 
❏ switching fuel sources 
❏ reducing carbon intensive operations/technologies/products/ser-

vices
❏ other methods (please specify) 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

46. What is your target for reducing GHG emissions? (inc. sources of emis-
sions covered, baseline, timescale) 
❍ Target 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages):

http://

Social Dimension

Labor Practice Indicators
47. Does your company use indicators (e.g. number of cases breaching

group business principles or national laws) regarding the following is-
sues, and are these externally communicated? Please complete table
and provide documents and/or web address. 

❍ Diversity Discrimination Freedom of Child Forced Layoffs Health &

Association Labor Labor Safety 

Indicators ❏ Yes ❏ Yes ❏ Yes ❏ Yes ❏ Yes ❏ Yes ❏ Yes 

❏ No ❏ No ❏ No ❏ No ❏ No ❏ No ❏ No 

❏ Not ❏ Not ❏ Not ❏ Not ❏ Not ❏ Not ❏ Not

applicable applicable applicable applicable applicable applicable applicable
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Externally ❏ Yes ❏ Yes ❏ Yes ❏ Yes ❏ Yes ❏ Yes ❏ Yes 

communicated ❏ No ❏ No ❏ No ❏ No ❏ No ❏ No ❏ No 

❏ Not ❏ Not ❏ Not ❏ Not ❏ Not ❏ Not ❏ Not

applicable applicable applicable applicable applicable applicable applicable

❍ Not known
Comment:

48. Is a system in place to collect and handle employee grievances and com-
plaints (e.g. help line or independent Ombudsman ensuring employee
anonymity for whistleblowing)? 
❍ Yes 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

49. Does your company publicly endorse (having signed or publicly acknowl-
edging adherence to) one or more of the following charters/frameworks? 
❍ Answer: 

❏ UN Universal Declaration of Human Rights 
❏ ILO Tripartite Declaration of Principles concerning Multinational

Enterprises and Social Policy 
❏ OECD Guidelines for Multinational Enterprises 
❏ Other charters related to labour practices/HR issues, please specify

and attach document: 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages): 

http:// 

Human Capital Development
50. Do you measure and control the long-term success of your human re-

source policies in a formal/standardized way (e.g. based on indicators
such as employee satisfaction)?
❍ Yes 
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❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

If yes, please indicate which performance indicators you are using: 
❍ Answer: 

❏ Qualitative operating indicators/ratios (e.g. employee satisfac-
tion, degree of implementation of HR projects etc.) 

❏ Non-financial operating indicators/ratios (e.g. number of hours
spent in training, staff turnover rate, number of staff out sick, etc.)

❏ Cost-based financial indicators/ratios (e.g. training cost per em-
ployee) 

❏ Investment-or value-based financial indicators/ratios (e.g. ROI —Re-
turn on investment—, EVA —Economic value added—, CVA —Cash
value added)

❏ Human resource-based financial indicators/ratios (e.g. VAP —value
added per person, margin per employee) 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

51. Does your company have a medium-term workforce and skills plan
comparing current employees and their skills with the future num-
ber, type and skills of employees required to execute the business
plan? 
❍ Yes, available for business/performance units generatin more than

75% of total revenue 
❍ Yes, available for business/performance units generating 50%-74%

of total revenue 
❍ Yes, available for business/performance units generating less than

50% of total revenue 
❍ Not available 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:
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52. Please indicate the percentage of skilled employees and executives re-
ceiving a regular (e.g. at least once per year) formal evaluation of their
performance (performance appraisal) 
❍ % of employees 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

53. Please indicate how senior/middle management is appraised.
❍ ❏ Regular performance appraisal by line superior

❏ Multidimensional performance appraisal (e.g. line superior plus
upward feedback plus 360 degree feedback) 

❏ Systematic use of agreed measurable targets and indicators (e.g.
project completion) 

❏ Formal comparative ranking of managers 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

54. Please indicate the percentage of employees for whom there is a com-
pany training program, specific to their job category (e.g. specific to the
company’s sales managers) which must be taken before or within a de-
fined time period after taking up their position. 
❍ % of employees 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages):

http:// 

Talent Attraction & Retention
55. Please indicate the percentage of employees hired based on a validated

selection test in the last fiscal year. 
❍ % of employees 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:
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56. Please indicate the percentage of skilled employees (managerial, pro-
fesssional and technical employees) leaving the company in the course
of the past year relative to the total average number of skilled employees
during the last year: 
❍ % of employees 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

57. Please indicate the percentage of your workforce that is systematically
outplaced or re-assigned because of weak performance of employee
relative to the total average number of total workforce during the last
fiscal year. 
❍ % of workforce 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

58. Do you regularly track and benchmark employee satisfaction against in-
dustry peers with regard to the following issues? 
❍ Answer: 

❏ Rewards and recognition 
❏ Leadership 
❏ Supportive/collaborative team environment 
❏ Personal development possibilities 
❏ Job satisfaction/opportunity to make a difference 
❏ Working environment (Health and safety, social climate, etc.) 
❏ Identification with corporate values and strategy 
❏ Other, please specify: 

❍ No
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

59. Based on your employee satisfaction surveys, please characterize the sat-
isfaction level of your employees relative to the previous survey period.
Please provide documents and/or indicate web address.
❍ ❏ Higher level of employee satisfaction 
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❏ Constant level of employee satisfaction 
❏ Decreased level of employee satisfaction 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

60. What percentage of compensation/annual salary (excluding fringe
benefits such as pension plans or company car) of skilled employees
and managers is—on average—performance related for:
❍ ❏ Top/Senior management: %

❏ Middle/Lower management: %
❏ Sales Staff: %
❏ Technical specialists: %
❏ Overall company average: %

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

61. For the overall company, what percentage of performance related com-
pensation is on average constituted by:

❍ Type of performance related pay Percentage [%]

Stocks or other forms of stock related
compensation (eg: options)

Other long-term compensation
(not directly stock-related)

Profit shares (or similar)

Sales or order commision (or similar)

Bonus pool based on profit, divided up
based on management assessment

Scorecard target bonus set in relation
to salary granted on the basis
of management assessment

Other, Please specify: 
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❍ Not applicable 
❍ Not known 
❍ No Answer 
Comment:

62. Please indicate the percentage of employees whose variable remunera-
tion and compensation (including boni and all incentive schemes) is
linked to environmental, corporate citizenship and corporate responsi-
bility performance at a personal, business unit or corporate level. 
❍ % of total workforce 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

63. Please indicate the group-wide employee benefits provided by your
company in addition to government schemes. 
❍ Answer: 

❏ Pension plans 
❏ Health insurance 
❏ Medical care for employee families 
❏ Accident insurance 
❏ Disability insurance/programs 
❏ Mortgages & loans 
❏ Others, please describe: 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

64. Does your company offer the choice of private pension plans with a sus-
tainability/socially responsible component to its employees? 
❍ Yes, please attach documents and/or web address: 

❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages): 

http:// 
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Knowledge Management/Organizational learning
65. Please indicate if formal organizational learning/knowledge manage-

ment systems are in place at your company and the percentage of em-
ployees involved in them. 
❍ Formal systems in place covering approximately % of to-

tal employees. 
❍ Formal systems are not in place. 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

66. Please select the three (3) most important aims of your knowledge
management/organizational learning systems. 
❍ Answer: 

❏ Increase efficiency 
❏ Support innovation 
❏ Reduce risk, early warning system 
❏ Enhance learning and the intellectual capital of the firm 
❏ Improve understanding of strategy and vision 
❏ Categorize and structure information 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

67. Please indicate the tools/processes widely used by your company in
managing organizational learning and knowledge management. 
❍ Answer: 

❏ Experts directories 
❏ Informal knowledge/learning networks 
❏ Formal knowledge/learning networks with regular meetings and

staff support 
❏ Intranet based knowledge repositories/databases 
❏ Intranet based interactive knowledge platforms integrated into

daily work processes 
❏ Peer group Key Performance Indicator comparisons across Busi-

ness Units 
❏ Systematically accessible descriptions of best practice processes 
❏ Collaboration/knowledge sharing as formal feedback criterium 
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❏ Bonus directly related to collaboration/knowledge sharing 
❏ Company academy/university 
❏ Others, please specify: 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages): 

http:// 

Standards for Suppliers
68. Please indicate in which of the following areas your company has de-

fined corporate requirements/guidelines for the selection and ongoing
evaluation of key suppliers and service providers at a groupwide level.
Please attach examples of such guidelines. 
❍ ❏ Environment 

❏ Labour standards/employment practices 
❏ Occupational health & safety 
❏ Human rights 
❏ External supplier audits 
❏ Others: Please specify: 

❍ Standards are in development and to be implemented within the
next months 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages): 

http:// 

Stakeholder Engagement
69. Please indicate how your company engages with external stakeholders.

Please provide supporting documents or indicate website.
❍ ❏ Identification, prioritizing and mapping of key stakeholders for

input into corporate strategy. 
❏ Regular briefings/meetings in form of stakeholder dialogue. 
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❏ Feedback from stakeholders to board/supervisory board and/or
senior director. 

❏ Ongoing project teams/partnerships. Examples:

❏ Others, please describe: 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

70. Does your company regularly track the satisfaction and/or complaints
of the following stakeholders? 
❍ Answer: 

❏ Governments 
❏ Interest groups, such as consumer organizations 
❏ Local communities 
❏ Media 
❏ Non-governmental organizations (NGOs) 
❏ Shareholders 
❏ Suppliers/Service providers 
❏ Trade Unions 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

Documents (pages): 

http:// 

Corporate Citizenship/Philanthropy
71. Does your company have a philanthropic/corporate citizenship/so-

cial responsibility strategy which is aligned with your corporate stra-
tegy? 
❍ Yes 
❍ No 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:
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If yes, amongst the following options please allocate 100% to indicate
where you get the most value from your philanthropic/corporate citi-
zenship strategy:
❍ ❏ Improved business environment in communities, e.g. increased

acceptance, education etc.: %
❏ Alignment of social and economic goals to improve long-term

business prospects: % 
❏ Corporate Reputation: % 
❏ Customer Loyalty: % 
❏ Employees Loyalty: % 

❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment:

72. Please characterize your company’s current types of contributions to
the social/economic development of communities:
❍ ❏ Employee volunteerism 

❏ Product and services donations 
❏ Funding independent charitable/nonprofit organizsation/s or

foundation/s 
❏ Direct project financing 
❏ Education services to local communities through employees 
❏ Using lobbying process to influence governments to address social

concerns 
❍ No contributions 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known 
Comment:

73. What percentage of your last reported annual pre-tax earnings/profits
(EBIT) is allocated to philanthropic/social investment spending? (Should
you have negative EBIT, please specify the philantropic/social contribu-
tion percentage level calculation in the comment box.) 
❍ % of pre-tax earnings/profits (EBIT) 
❍ Not applicable. Please provide explanations in the comment box below.
❍ Not known
Comment: 

Documents (pages): 

http:// 
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A.2. DJSWI Market Sector Leaders (2002)

Company Name Economic Sector Sales (million) Employees Country

3M Industrial Goods 18,232 $ 67,072 USA
& Services

BT Group Telecommunications 18,727 £ 99,900 United Kingdom

CRH Construction 11,080 £ 54,239 Ireland

Dofasco Basic Resources 3,555 $ 7,400 Canada

DuPont Chemicals 27,000 $ 55,000 USA

Intel Technology 30,141 $ 78,000 USA

Lend Lease Financial 10,114 A$ 9,090 Australia

Marks & Spencer Retail 8,019 £ 60,000 United Kingdom

Novozymes Healthcare 5,803 DKK 3,900 Denmark

Pearson Media 4,048 £ 30,000 United Kingdom

Procter & Gamble Non-cyclical Goods 43,377 $ 98,000 USA
& Services

Severn Trent Utilities 2,015 £ 15,000 United Kingdom

Royal Dutch/ Energy 268,892 $ 119,000 Anglo-Dutch
Shell Group

Swiss Reinsurance Insurance 30,740 CHF 8,000 Switzerland

Teijin Consumer, cyclical 874,568 ¥ 23,265 Japan

Unilever Food & Beverage 42,942 € 234,000 Netherlands

Volkswagen Consumer, cyclical 87,153 € 336,843 Germany

Westpac Banking Banks 13,010 A$ 26,760 Australia

Data: Financial year 2003.
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1. Corporate Governance

1.1. Composition
• Have any of the members of the Board of Directors of “compa-

ny name” experience in the field of sustainable development? If
so, which members have experience in the sustainable develop-
ment field and what kind of experience do they have?

• Have the members of the Board of “company name” received
any kind of training in sustainable development and/or cor-
porate social responsibility? If so, we would appreciate some
details.

1.2. Structure
• Does “company name” have any board committee to deal with

sustainability issues? (For instance, a Corporate Social Respon-
sibility Committee.) 

• If so, please could you tell us:
— Its main role and responsibilities.
— Its composition and membership. We would like to know if

the committee is made up of non-executive members ex-
clusively or is made up of non-executive and executive
members.

— Is there any formal communication mechanism between
the “committee name” and the board? If so, we would ap-
preciate it if you could give some details.

• Does “company name” have any external advisory group that
advises the Board on sustainable development issues?

A.3. Research questionnaire template
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1.3. Process
• How many times a year are sustainable development issues dis-

cussed at board meetings?
• How long in advance of the meetings do board members re-

ceive information on those sustainable development matters? 
• Does the board invite experts on sustainable development to

board meetings? If so, how often?

1.4. Corporate values: typology and internalization mechanisms
• Please, could you review and check the corporate values that

appear on page [XX] of the enclosed report? Is that the com-
plete list of “company name” values?

• How does the Board of “company name” promote within the
company its corporate values related to sustainability?

• How does the Board of “company name” promote its corpo-
rate values related to sustainability externally? (For instance, to
other parties in its supply chain)

• How does the Board of Directors of “company name” check
the level of awareness of and compliance with corporate values
within the company?

• How does the board of directors make sure that other parties
in its supply chain embrace “company name” values related to
sustainability?

1.5. Roles and tasks
Our view of sustainability considers innovation and stakeholder di-

alogue key attributes of a sustainable enterprise. A company that em-
braces the concept of sustainable development should be able to know
about and address stakeholder concerns, and make sure that sustain-
ability is integrated in R&D and innovation processes. The next ques-
tions are related to the tasks of the board in relation with these issues.

• How does the Board of “company name” make sure that sus-
tainable development is a key variable in company R&D and in-
novation processes?

• How does the Board of “company name” make sure that sus-
tainable development is a key variable in the strategy formula-
tion process? 
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• To what extent and how do board members of “company
name” participate in the dialogue with stakeholders?

• To what extent and how do board members promote dialogue
with stakeholders within “company name”?

2. Integration of sustainable development
in corporate strategy

2.1. Strategy formulation
• How does “company name” integrate sustainable develop-

ment in the strategy formulation process?

2.2. Strategy implementation
• Has “company name” implemented a management tool simi-

lar to the balanced scorecard proposed by Kaplan and Nor-
ton?

• If so, 
— To what extent has it been adapted to integrate sustain-

ability topics? In what way?
— Could we get a copy of the “company name” balanced

scorecard to see how sustainable development is embed-
ded in it?

3. Dialogue with stakeholders

3.1. Stakeholder identification mechanisms
• How does “company name” identify the key local, national

and international stakeholders with whom to establish dia-
logue activities?

• What are the company’s main mechanisms or channels to es-
tablish dialogue with its different stakeholders?

3.2. Stakeholder dialogue impact on R&D and innovation processes
• To what extent and how do the results of the dialogue with

stakeholders influence R&D and innovation processes?
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3.3. Stakeholder dialogue impact on strategy formulation
• To what extent and how do the results of the dialogue with

stakeholders influence the strategy formulation process?

4. Resources and capabilities related to sustainability

First, in order to share with you our view of this concept, we will of-
fer a definition of resources and capabilities.

Resources and capabilities are those tangible and intangible strategic as-
sets that enable a company to develop persistent competitive advantages.

Strategic assets can be, for instance, technological (technological
stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, “company name” has developed
a portfolio of resources and capabilities to obtain
competitive advantages

• Among “company name” portfolio of resources and capabili-
ties, which ones are related to sustainability?

• How have “company name” key resources and capabilities
evolved and are evolving because of sustainability?

4.2. According to the information we have gathered from public
sources and SAM opinion, we have outlined some
of the main strategic assets that “company name” may possess

• Please, could you review the main strategic assets that appear
on page [XX] of the enclosed report? Please complete and/or
modify the list.

5. Integration of sustainable development
in new products and services development processes

• Have the principles of sustainable development been imple-
mented into product and services development processes? If
so, in which way?
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• Do you have any example of a product or service that has been
recently developed along the principles of sustainable develop-
ment?

6. Social issues management

• Does “company name” have any specific policy to deal with so-
cial and natural (i.e. labor rights, child labor, biodiversity, etc.)
issues? If yes, we would appreciate some details.

We have already found the information we needed for this sec-
tion on your web page. You can read it on page [XX] of the report. 

However, if you think that we could add some new useful infor-
mation about this topic, please be so kind as to provide us with it.
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1. 3M

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of 3M

experience in the field of sustainable development? If so,
which members have experience in the sustainable devel-
opment field and what kind of experience do they have?

1.2. Have the members of the Board of 3M received any kind of
training in sustainable development and/or corporate social
responsibility? If so, we would appreciate some details.

1.3. 3M has established the Public Issues Committee to address
sustainability issues. To this respect,
1.3.1. Is there any formal communication mechanism between

the Public Issues Committee and the board? If so, we
would appreciate it if you could give some details.

1.4. Does 3M have any external advisory group that advises the
board on sustainable development issues?

1.5. How many times a year are sustainable development issues
discussed at board meetings?

1.6. How long in advance of the meetings do board members
receive information on those sustainable development matters? 

1.7. Does the board invite experts on sustainable development
to board meetings? If so, how often?

A.4. Questionnaires sent to SAM Research 33
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1.8. How does the Board of Directors of 3M check the level of
awareness of and compliance to corporate values related to
sustainability within the company?

1.9. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise.
A company that embraces the concept of sustainable de-
velopment should be able to know about and address
stakeholder concerns, and make sure that sustainability is
integrated in R&D and inovation processes. The next ques-
tions are related to the tasks of the Board in relation with
these issues.
1.9.1. How does the Board of 3M make sure that sustainable

development is a key variable in company R&D and in-
novation processes?

1.9.2. To what extent and how do board members of 3M

participate in the dialogue with stakeholders?
1.9.3. To what extent and how do board members promote

dialogue with stakeholders within 3M?

2. Integration of sustainable development in strategy

formulation process
2.1. Has 3M implemented a management tool similar to the bal-

anced scorecard proposed by Kaplan and Norton? If so, 
2.1.1. To what extent has it been adapted to integrate sus-

tainability topics? In what way?
2.1.2. Could we get a copy of the 3M balanced scorecard to

see how sustainable development is embedded in it?
2.2. 3M has set up an EH & S Scorecard within its EH & S Manage-

ment System, which targets the performance of some eco-
efficiency metrics.
2.2.1. Is the EH & S Scorecard linked to the company bal-

anced scorecard? If so, we would appreciate some
details.

3. Dialogue with stakeholders
3.1. How does 3M identify the key local, national and internation-

al stakeholders with whom to establish dialogue activities?
3.2. To what extent and how do the results of the dialogue with

stakeholders influence R&D and innovation processes?
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3.3. To what extent and how do the results of the dialogue with
stakeholders influence the strategy formulation process?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will of-
fer a definition of resources and capabilities.

Resources and capabilities are those tangible and intangible strategic as-
sets that enable a company to develop persistent competitive advantages.

Strategic assets can be, for instance, technological (technological
stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licenses), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, 3M has developed a portfo-
lio of resources and capabilities of obtaining competitive
advantages.
4.1.1. Among 3M portfolio of resources and capabilities,

which ones are related to sustainability? Please be as
specific as possible.

4.1.2. How have 3M’S key resources and capabilities evolved
and are evolving because of sustainability?

Intel

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of In-

tel experience in the field of sustainable development? If
so, which members have experience in the sustainable
development field and what kind of experience do they
have?

1.2. Have the members of the Board of Intel received any kind
of training in sustainable development and/or corporate
social responsibility? If so, we would appreciate some de-
tails.

1.3. Does Intel have any external advisory group that advises the
board on sustainable development issues?
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1.4. How does the Board of Directors of Intel check the level of
awareness of and compliance with corporate values within
the company?

1.5. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise. A
company that embraces the concept of sustainable develop-
ment should be able to know about and address stakeholder
concerns, and make sure that sustainability is integrated in
R&D and innovation processes. The next three questions are
related to the tasks of the Board in relation with these issues.
1.5.1. How does the Board of Intel make sure that sustain-

able development is a key variable in the company
R&D and innovation processes?

1.5.2. How does the board of Intel make sure that sustain-
able development is a key variable in the strategy for-
mulation process? 

1.5.3. To what extent and how do board members of Intel
participate in the dialogue with stakeholders?

2. Integration of sustainable development in corporate strategy
2.1. How does Intel integrate sustainable development in its

strategy formulation process?

3. Dialogue with stakeholders
3.1. How does Intel identify the key local, national and interna-

tional stakeholders with whom to establish dialogue activities?
3.2. To what extent and how do the results of the dialogue its

stakeholders influence R&D and innovation processes?
3.3. Intel states that: “To improve our performance over time,

we must identify emerging issues and trends, and translate
that knowledge into strategies for our business groups.
Our stakeholders play an invaluable role in this process.
Engaging with customers, suppliers, communities, legisla-
tors and employees provide the information and insight
we need.”
3.3.1. To what extent and how do the results of the dia-

logue with stakeholders influence the strategy formu-
lation process?
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3.3.2. How does Intel transmit up the organization the in-
sights and knowledge obtained from stakeholders
(for instance, in Community Advisory Panels)?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside
the company), regulatory (patents, contracts, licenses), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, Intel has developed a portfo-
lio of resources and capabilities to obtain competitive ad-
vantages.
4.1.1. Among Intel portfolio of resources and capabilities,

which ones are related to sustainability? Please be as
specific as possible.

4.1.2. How have Intel’s key resources and capabilities evol-
ved and are evolving because of sustainability?

Lend Lease

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of

Lend Lease experience in the field of sustainable develop-
ment? If so, which members have experience in the sus-
tainable development field and what kind of experience
do they have?

1.2. Have the members of the Board of Lend Lease received
any kind of training in sustainable development and/or
corporate social responsibility? If so, we would appreciate
some details.

questionnaires sent to sam research  [ 213 ]



1.3. Does Lend Lease have any board committee to deal with
sustainability issues? (For instance, a Corporate Social Re-
sponsibility Committee.)
1.3.1. If so, please could you tell us:

— Its main role and responsibilities.
— Its composition and membership. We would like

to know if the committee of non-executive
members exclusively or of non-executive and
executive members.

— Is there any formal communication mechanism
between this committee and the board? If so, we
would appreciate some details on that.

1.4. Does Lend Lease have any external advisory group that ad-
vises the board on sustainable development issues?

1.5. How many times a year are sustainable development issues
discussed at board meetings?

1.6. How far in advance to the meetings do board members re-
ceive information on those sustainable development mat-
ters? 

1.7. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.8. How does the Board of Lend Lease promote within the
company its corporate values related to sustainability?

1.9. How does the Board of Lend Lease promote its corporate
values related to sustainability externally? (For instance, to
other parties in its supply chain.)

1.10. How does the Board of Directors of Lend Lease check the
level of awareness of and compliance with corporate values
within the company?

1.11. How does the Board of Directors make sure that other par-
ties in its supply chain embrace Lend Lease values related
to sustainability?

1.12. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise.
A company that embraces the concept of sustainable de-
velopment should be able to know about and address
stakeholder concerns, and make sure that sustainability is
integrated in R&D and innovation processes. The next four
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questions are related to the tasks of the board in relation
with these issues.
1.12.1. How does the Board of Lend Lease make sure that

sustainable development is a key variable in com-
pany R&D&I processes?

1.12.2. How does the Board of Lend Lease make sure that
sustainable development is a key variable in the
strategy formulation process? 

1.12.3. To what extent and how do board members of Lend
Lease participate in dialogue with stakeholders?

1.12.4. To what extent and how do board members pro-
mote dialogue with stakeholders within Lend
Lease?

2. Integration of sustainable development in corporate strategy
2.1. How does Lend Lease integrate sustainable development in

the strategy formulation process?
2.2. Has Lend Lease implemented a management tool similar

to the balanced scorecard proposed by Kaplan and Norton?
2.2.1. If so, to what extent has it been adapted to integrate

sustainability topics? In what way?
2.2.2. Could we get a copy of the Lend Lease balanced

scorecard to see how sustainable development is em-
bedded in it?

3. Dialogue with stakeholders
3.1. How does Lend Lease identify the key local, national and

international stakeholders with whom to establish dialogue
activities?

3.2. Lend Lease has a clear commitment to establish an open di-
alogue with its stakeholders. In this sense,
3.2.1. What are Lend Lease’s specific mechanisms or chan-

nels to promote and establish dialogue with stake-
holders?

3.3. To what extent and how do the results of the dialogue with
stakeholders influence R&D and innovation processes?

3.4. How do the results of the dialogue with stakeholders influ-
ence the strategy formulation process?
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4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, Lend Lease has developed a
portfolio of resources and capabilities to obtain competitive
advantages.
4.1.1. Among Lend Lease portfolio of resources and capa-

bilities, which ones are related to sustainability?
Please be as specific as possible.

4.1.2. How have Lend Lease key resources and capabilities
evolved and are evolving because of sustainability?

5. Integration of sustainable development in new products
and services development processes

5.1. Lend Lease has integrated the principles of sustainable de-
velopment through the environmental sustainable develop-
ment (ESD) process. Lend Lease states: “Our objective is to
ensure a balance between economics, environment and so-
cial goods to provide greater benefits to all. (...) ESD process
is predicated on total stakeholder involvement. This en-
sures that we capture innovation, manage costs, and deliver
ongoing benefits for all.”
5.1.1. What responsibilities is the company establishing to

introduce this process?
5.1.2. What mechanisms does the company use to involve

the stakeholders in this process?
5.1.3. Does the company measure the impact of the imple-

mentation of this process over the company’s perfor-
mance (reputation, economic results...)?
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5.1.4. How does this process affect the company’s innova-
tion capacity?

5.2. Has Lend Lease launched any financial service including
the principles of sustainable development? (For instance,
socially responsible investment funds).

6. Social issues management
6.1. Does Lend Lease have any specific policy to deal with so-

cial and natural (i.e. labor rights, child labor, biodiversity,
etc.) issues? If so, we would appreciate some details.

Marks & Spencer

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of

Marks & Spencer experience in the field of sustainable de-
velopment? If so, which members have experience in the
sustainable development field and what kind of experience
do they have?

1.2. Is there any formal communication mechanism between
the Corporate Social Responsibility Committee and the
Board of Directors? If so, we would appreciate some
details.

1.3. Does Marks & Spencer have any external advisory group
that advises the board on sustainable development is-
sues?

1.4. How many times a year are sustainable development issues
discussed at board meetings?

1.5. How far in advance of the meetings do board members
receive information on those sustainable development
matters? 

1.6. How often does the board invite experts on sustainable de-
velopment to board meetings? 

1.7. To what extent and how do board members of Marks &
Spencer participate in the dialogue with stakeholders?
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2. Integration of sustainable development in corporate strategy
2.1. Marks & Spencer has two bodies that support the Corporate

Social Responsibility Committee. These are the CSR Forum
and the CSR Team.
2.1.1. What are the main roles and responsibilities of CSR

Forum and CSR Team?
2.2. Has Marks & Spencer implemented a management tool

similar to the balanced scorecard proposed by Kaplan and
Norton? If so, 
2.2.1. To what extent has it been adapted to integrate sus-

tainability topics? In what way?
2.2.2. Could we get a copy of the Marks & Spencer bal-

anced scorecard to see how sustainable development
is embedded in it?

3. Dialogue with stakeholders
Marks & Spencer has mapped all its stakeholders to understand

exactly what they expect from the company and to establish dia-
logue and communication mechanisms with them. We are interest-
ed in knowing the influence of the insights from dialogue with
stakeholders in R&D and innovation processes and strategy formula-
tion process. The next two questions are related to these topics:

3.1. To what extent and how do the results of the dialogue with
stakeholders influence R&D and innovation processes?

3.2. To what extent and how do the results of the dialogue with
stakeholders influence the strategy formulation process?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.
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4.1. Like any successful company, Marks & Spencer has devel-
oped a portfolio of resources and capabilities to obtain
competitive advantages.
4.1.1. Among Marks & Spencer’s portfolio of resources and

capabilities, which ones are related to sustainability?
Please be as specific as possible.

4.1.2. How have Marks & Spencer’s key resources and capa-
bilities evolved and are evolving because of sustain-
ability?

Novozymes

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of

Novozymes experience in the field of sustainable develop-
ment? If so, which members have experience in the sustainable
development field and what kind of experience do they have?

1.2. Have the members of the Board of Novozymes received any
kind of training in sustainable development and/or corpo-
rate social responsibility? If so, we would appreciate some
details.

1.3. Does Novozymes have any board committee to deal with
sustainability issues? (For instance, a Corporate Social Re-
sponsibility Committee.) If so, please could you tell us:
1.3.1. Its main role and responsibilities.
1.3.2. Its composition and membership. We would like to

know if the committee is made up of non-executive
members exclusively or non-executive and execu-
tive members.

1.3.3. Is there any formal communication mechanism be-
tween this committee and the board? If so, we would
appreciate if you could give some details.

1.4. Novozymes has established two committees, environmental
& bio-ethic committee and social responsibility committee,
that advise the board and executive management and help
to ensure that the company’s growth strategy is aligned with
the principles of sustainable development.
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1.4.1. Are these committees acting as an external advisory
group or are they made up of company executives
and managers?

1.4.2. Is there any formal communication mechanism be-
tween those committees and the board? If so, we
would appreciate it if you could give us some de-
tails.

1.5. Does the board invite experts on sustainable development
to board meetings? If so, how often?

2. Integration of sustainable development in corporate strategy
From Novozymes’ last report we know that Executive Management

uses the Balanced Scorecard—also called the Novozymes Strategy
Map—to monitor how the company is performing financially and
commercially. In 2003 this tool will be extended to include targets
and indicators based directly on Novozymes’ strategies for social re-
sponsibility and environment & bioethics. We would like to have a
deeper knowledge about the Novozymes Strategy Map. To this respect,

2.1. Please, could you explain which targets and indicators have
been included in Novozymes’ Strategy Map to integrate
strategies for social responsibility and environment and
bioethics?

2.2. Could we get a copy of the Novozymes balanced scorecard
to see how sustainable development is embedded in it?

3. Dialogue with stakeholders
3.1. Stakeholder Relations is a strategic function placed in the

holding company Novo A/S. However, Novozymes wanted to
keep this strategic function in its core business. For this rea-
son, in Novozymes this unit is established under the responsi-
bility of Vice President, Anne-Marie Skov, who will be respons-
ible for driving the work for sustainable development. 
3.1.1. What are the main tasks and responsibilities of Stake-

holder Relations unit?
3.2. How does Novozymes identify the key local, national and in-

ternational stakeholders with whom to establish dialogue
activities?
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3.3. To what extent and how do the results of the dialogue with
stakeholders influence R&D and innovation processes?

3.4. To what extent and how do the results of the dialogue with
stakeholders influence the strategy formulation process?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, Novozymes has developed a
portfolio of resources and capabilities to obtain competitive
advantages.
4.1.1. Among Novozymes portfolio of resources and capa-

bilities, which ones are related to sustainability?
4.1.2. How have Novozymes’ key resources and capabilities

evolved and are evolving because of sustainability?

5. Integration of sustainable development in new product
and services development processes.

5.1. Novozymes states that “We are continuously working to doc-
ument that our environmental and bioethical policy is re-
flected in our research and development activities.”
5.1.1. Could you describe the content of these guidelines

established for research and development activities?

Pearson

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of

Pearson experience in the field of sustainable develop-
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ment? If so, which members have experience in the sus-
tainable development field and what kind of experience
do they have?

1.2. Have the members of the Board of Pearson received any
kind of training in sustainable development and/or corpo-
rate social responsibility? If so, we would appreciate some
details.

1.3. Does Pearson have any board committee to deal with sus-
tainability issues? (For instance, a Corporate Social Respon-
sibility Committee.) If so, please could you tell us:
1.3.1. Its main role and responsibilities
1.3.2. Its composition and membership. We would like to

know if the committee is made up of non-executive
members exclusively or non-executive and executive
members.

1.3.3. Is there any formal communication mechanism be-
tween this committee and the board? If so, we would
appreciate some details.

1.4. Does Pearson have any external advisory group that advises
the board on sustainable development issues?

1.5. A report from the group control department on social, eth-
ical and environmental risk management is now tabled at
each meeting of the audit committee and of the board.
1.5.1. How far in advance of the meetings do board mem-

bers receive information on those sustainable devel-
opment matters? 

1.6. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.7. How does the Board of Pearson promote within the com-
pany its corporate values related to sustainability?

1.8. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise.
A company that embraces the concept of sustainable de-
velopment should be able to know about and address
stakeholder concerns and make sure that sustainability is
integrated in the R&D and innovation processes. The next
three questions are related to the tasks of the board in re-
lation with these issues.
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1.8.1. How does the Board of Pearson make sure that sus-
tainable development is a key variable in the compa-
ny R&D and innovation processes?

1.8.2. To what extent and how do board members of Pear-
son participate in the dialogue with stakeholders?

1.8.3. To what extent and how do board members promote
the dialogue with stakeholders within Pearson?

2. Integration of sustainable development in corporate strategy
2.1. How does Pearson integrate sustainable development in the

strategy formulation process?
2.2. Has Pearson implemented a management tool similar to the

balanced scorecard proposed by Kaplan and Norton? If so, 
2.2.1. To what extent has it been adapted to integrate sus-

tainability topics? In what way?
2.2.2. Could we get a copy of the Pearson balanced score-

card to see how sustainable development is embed-
ded in it?

3. Dialogue with stakeholders
3.1. How does Pearson identify the key local, national and interna-

tional stakeholders with whom to establish dialogue activities?
3.2. To what extent and how do the results of the dialogue with

stakeholders influence R&D and innovation processes?
3.3. To what extent and how do the results of the dialogue with

stakeholders (for instance, the employees’ forum) influence
the strategy formulation process?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.
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4.1. Like any successful company, Pearson has developed a port-
folio of resources and capabilities to obtain competitive ad-
vantages.
4.1.2. Among Pearson’s portfolio of resources and capabili-

ties, which ones are related to sustainability?
4.1.3. How have Pearson’s key resources and capabilities

evolved and are evolving because of sustainability?

Procter & Gamble (P&G)

1. Corporate governance
1.1. Have any of the members of the Board of Directors of

Procter & Gamble experience in the field of sustainable
development (SD)? If so, which members have experience
in the sustainable development field and what kind of
experience do they have?

1.2. Have the members of the Board of Procter & Gamble re-
ceived any kind of training in sustainable development
and/or corporate social responsibility? If so, we would ap-
preciate some details.

1.3. P&G has established a board committee, the Public Poli-
cy Committee that has responsibilities for social, envi-
ronmental and safety areas. We would like to know the
type of communication that exists between the Public
Policy Committee and the Board of Directors. In this
sense,
1.3.1. Is there any formal communication mechanism

between the Public Policy Committee and the
board? If so, we would appreciate some details.

1.4. Does Procter & Gamble have any external advisory group
that advises the board on sustainable development issues?

1.5. How many times a year are sustainable development issues
discussed at board meetings?

1.6. How far in advance of the meetings do board members
receive information on those sustainable development
matters? 
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1.7. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.8. How does the board of directors of Procter & Gamble
check the level of awareness of and compliance with
corporate values related to sustainability within the com-
pany?

1.9. How does the Board of Directors make sure that other
parties in its supply chain embrace Procter & Gamble val-
ues related to sustainability?

1.10. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise.
A company that embraces the concept of sustainable de-
velopment should be able to know about and address
stakeholder concerns, and make sure that sustainability is
integrated in R&D and innovation processes. The next four
questions are related to the tasks of the board in relation
with these issues.
1.10.1. How does the Board of Procter & Gamble make

sure that sustainable development is a key variable
in the company R&D and innovation processes?

1.10.2. How does the Board of Procter & Gamble make
sure that sustainable development is a key variable
in the strategy formulation process? 

1.10.3. To what extent and how do board members of
Procter & Gamble participate in the dialogue with
stakeholders?

1.10.4. To what extent and how do board members pro-
mote dialogue with stakeholders within Proc-
ter & Gamble?

2. Integration of sustainable development in corporate strategy
2.1. In 1999, P&G formed the Corporate Sustainable Develop-

ment department which, among other functions, defines
P&G’S overall sustainability policy.
2.1.1. Is the Corporate Sustainable Development depart-

ment participating in defining P&G group-wide
strategy? If so, we would appreciate some details.
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2.2. Has Procter & Gamble implemented a management tool
similar to the balanced scorecard proposed by Kaplan and
Norton? If so, 
2.2.1. To what extent has it been adapted to integrate sus-

tainability topics? In what way?
2.2.2. Could we get a copy of the Procter & Gamble bal-

anced scorecard to see how sustainable development
is embedded in it?

3. Dialogue with stakeholders
3.1. How does Procter & Gamble identify the key local, national

and international stakeholders with whom to establish dia-
logue activities?

3.2. P&G is participating in several workshops with scientists,
NGOS, regulators, etc. Also, each P&G production facility
has site-specific activities to build constructive relation-
ships with local authorities, local industry associations,
neighbours, local action groups, opinion leaders and
media. In this sense, we would like to know the fo-
llowing:
3.2.1. To what extent and how do the results of the dia-

logue with stakeholders influence R&D and innova-
tion processes?

3.2.2. To what extent and how do the results of the dia-
logue with stakeholders influence the strategy formu-
lation process?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities. “Resources and capa-
bilities are those tangible and intangible strategic assets that enable a compa-
ny to develop persistent competitive advantages.”

Strategic assets can be, for instance, technological (technological
stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.
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4.1. Like any successful company, Procter & Gamble has devel-
oped a portfolio of resources and capabilities to obtain
competitive advantages.
4.1.1. Among Procter & Gamble’s portfolio of resources and

capabilities, which ones are related to sustainability?
4.1.2. How have Procter & Gamble’s key resources and ca-

pabilities evolved and are evolving because of sus-
tainability?

5. Integration of sustainable development in new products
development processes

Procter & Gamble makes human health and environmental risk
assessment the biggest human and environmental safety in all its in-
gredients and products. At the same time, P&G uses the Product Sus-
tainability Assessment Tool (PSAT), which starts off with a series of
questions that challenge each project team to evaluate whether a
new initiative is consistent with sustainable development. We would
like to have a deeper knowledge about the PSAT. In this sense,

5.1. What is the content and guidelines of the PSAT? How does it
work?

5.2. Could you provide us with a practical example in which PSAT

has been used?

Volkswagen

1. Corporate Governance
1.1. Does Volkswagen have any board committee to deal with

sustainability issues? (For instance, a Corporate Social Re-
sponsibility Committee.)
1.1.1. If so, could you please tell us:

— Its main role and responsibilities.
— Its composition and membership. We would like

to know if the committee is made up of non-exec-
utive members exclusively or non-executive and
executive members.

— Is there any formal communication mechanism
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between this committee and the board? If so, we
would appreciate some details on that.

1.2. Does Volkswagen have any external advisory group that ad-
vises the board on sustainable development issues?

1.3. How many times a year are sustainable development issues
discussed at board meetings?

1.4. How far in advance of the meetings do board members re-
ceive information on those sustainable development mat-
ters? 

1.5. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.6. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise.
A company that embraces the concept of sustainable de-
velopment should be able to know about and address
stakeholder concerns, and make sure that sustainability is
integrated in R&D and innovation processes. The next four
questions are related to the tasks of the board in relation
with these issues.
1.6.1. How does the Board of Volkswagen make sure that

sustainable development is a key variable in the com-
pany R&D+I processes?

1.6.2. How does the Board of Volkswagen make sure that
sustainable development is a key variable in the stra-
tegy formulation process? 

1.6.3. To what extent and how do board members of
Volkswagen participate in the dialogue with stake-
holders?

1.6.4. To what extent and how do board members promote
dialogue with stakeholders within Volkswagen?

2. Integration of sustainable development in corporate strategy
2.1. Volkswagen’s Research Department is experimenting with a

sustainability balanced scorecard in co-operation with acad-
emia.
2.1.1. Could we get a copy of this pilot balanced scorecard

to see how sustainable development is embedded
in it?
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3. Dialogue with stakeholders
3.1. To what extent and how do the results of the dialogue with

stakeholders influence R&D and innovation processes?
3.2. How do the results of the dialogue with stakeholders influ-

ence the strategy formulation process?

Severn Trent

1. Corporate Governance
1.1. Have the members of the Board of Severn Trent received

any kind of training in sustainable development and/or
corporate social responsibility? If so, we would appreciate
some details.

1.2. How many times a year are sustainable development issues
discussed at board meetings?

1.3. How far in advance of the meetings do the board mem-
bers receive information on those sustainable development
matters? 

1.4. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.5. From your web site we have learned that the Severn Trent En-
vironmental Advisory Panel is developing a vision of corporate
sustainability for the company. 
1.5.1. Could we have updated information about the devel-

opment of the corporate sustainability vision?
1.6. How the does the board of directors make sure that other

parties in its supply chain embrace Severn Trent’s values re-
lated to sustainability?

1.7. How does the Board of Severn Trent’s make sure that sus-
tainable development is a key variable in the company R&D

and innovation processes?
1.8. To what extent and how do board members of Severn Trent

participate in the dialogue with stakeholders?

2. Intregration of sustainable development in corporate strategy
2.1. Has Severn Trent implemented a management tool similar

to the balanced scorecard proposed by Kaplan and Norton?
If so, 
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2.1.1. To what extent has it been adapted to integrate sus-
tainability topics? In what way?

2.1.2. Could we get a copy of the Severn Trent balanced
scorecard to see how sustainable development is em-
bedded in it?

3. Dialogue with stakeholders
3.1 To what extent and how do the results of the dialogue with

stakeholders influence R&D and innovation processes?
3.2 To what extent and how do the results of the dialogue

with stakeholders influence the strategy formulation
process?

4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, Severn Trent has developed a
portfolio of resources and capabilities to obtain competitive
advantages.

4.2. Among Severn Trent’s portfolio of resources and capabili-
ties, which ones are related to sustainability?

4.3. How have Severn Trent’s key resources and capabilities
evolved and are evolving because of sustainability?

5. Social issues management
5.1. Does Severn Trent have any specific policy to deal with so-

cial and natural (i.e. labor rights, child labor, biodiversity,
etc.) issues? If so, we would appreciate some details.
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Unilever

1. Corporate Governance
1.1. Have any of the members of the Board of Directors of

Unilever experience in the field of sustainable development
(SD)? If so, which members have experience in the sustain-
able development field and what kind of experience do
they have?

1.2. Have the members of the Board of Unilever received any
kind of training in sustainable development and/or corpo-
rate social responsibility? If so, we would appreciate some
details.

1.3. Unilever has established a board committee, the External
Affairs and Corporate Relations Committee, to get advice
on external matters of relevance to the business—includ-
ing issues of corporate social responsibility and the business
code of conduct—and to review the corporate relations
strategy. 
1.3.1. Is there any formal communication mechanism be-

tween the External Affairs and Corporate Relations
Committee and the board? If so, we would appreciate
some details.

1.4. Does Unilever have any external advisory group that advises
the board on sustainable development issues?
(Comment: we know that the Unilever Environment Group
has four external advisors who contribute independent
views on Unilever’s plans and advice on emerging and long-
term environmental issues, but we are not sure if this organ
advises to the board.)

1.5. How many times a year are sustainable development issues
discussed at board meetings?

1.6. How far in advance of the meetings do board members
receive information on those sustainable development
matters? 

1.7. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.8. Our view of sustainability considers innovation and stake-
holder dialogue key attributes of a sustainable enterprise. A
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company that embraces the concept of sustainable develop-
ment should be able to know about and address stakehold-
er concerns, and make sure that sustainability is integrated
in R&D and innovation processes. The next two questions
are related to the tasks of the Board in relation with these is-
sues.
1.8.1. How does the Board of Unilever make sure that sus-

tainable development is a key variable in the compa-
ny R&D and innovation processes?

1.8.2. To what extent and how do board members of Uni-
lever participate in the dialogue with stakeholders?

2. Integration of sustainable development in corporate strategy
We have found clear and complete information about this topic

on Unilever’s web site. For this reason, we just have a couple of ques-
tion on this issue.

2.1. Has Unilever implemented a management tool similar to
the balanced scorecard proposed by Kaplan and Norton?
If so, 
2.1.1. To what extent has it been adapted to integrate sus-

tainability topics? In what way?
2.1.2. Could we get a copy of the Unilever balanced scorecard

to see how sustainable development is embedded in it?

3. Dialogue with stakeholders
3.1. In 1998, Unilever began the process of developing a

methodology for measuring and managing Unilever’s per-
formance on corporate social responsibility. In this context,
Unilever identified seven particular stakeholder groups:
shareholders, employees, consumers, suppliers and trade
customers as business partners; government, the local com-
munities and societies where we do business; academics and
others with whom we conduct research.
3.1.1. How does Unilever identify these seven key stake-

holders with whom to establish dialogue activities?
3.2. To what extent and how do the results of the dialogue with

stakeholders influence R&D and innovation processes?
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4. Resources and capabilities related to sustainability
First, in order to share with you our view of this concept, we will

offer a definition of resources and capabilities.
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, Unilever has developed a
portfolio of resources and capabilities to obtain competitive
advantages.
4.1.1. Among Unilever’s portfolio of resources and capabil-

ities, which ones are related to sustainability?
4.1.2. How have Unilever’s key resources and capabilities

evolved and are evolving because of sustainability?

Westpac Banking

1. Corporate governance
1.1. Have any of the members of the Board of Directors of West-

pac Banking experience in the field of sustainable develop-
ment? If so, which members have experience in sustainable
development and what kind of experience do they have?

1.2. Have the members of the Board of Westpac Banking re-
ceived any kind of training in sustainable development
and/or corporate social responsibility? If so, we would ap-
preciate some details.

1.3. Does Westpac Banking have any external advisory group
that advises the board on sustainable development issues?

1.4. How many times a year are sustainable development issues
discussed at board meetings?

1.5. How far in advance of the meetings do board members
receive information on those sustainable development
matters? 
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1.6. Does the board invite experts on sustainable development
to board meetings? If so, how often?

1.7. How does the board of directors make sure that other par-
ties in its supply chain embrace Westpac Banking values re-
lated to sustainability?

1.8. To what extent and how do board members of Westpac
Banking participate in the dialogue with stakeholders?

1.9. To what extent and how do board members promote dia-
logue with stakeholders within Westpac Banking?

2. Integration of sustainable development in corporate strategy
2.1. Has Westpac Banking implemented a management tool

similar to the balanced scorecard proposed by Kaplan and
Norton? If so, 
2.1.1. To what extent has it been adapted to integrate sus-

tainability topics? In what way?
2.1.2. Could we get a copy of the Westpac Banking bal-

anced scorecard to see how sustainable development
is embedded in it?

2.2. Westpac states that “Executives’ remuneration philosophy is
to link performance rewards to achievements against a bal-
anced scorecard. This means individual executive perfor-
mance objectives include measures linked not only to fi-
nancial objectives but also to delivering for staff, customers
and the broader community.”
2.2.1. What are the non-financial indicators used to link

performance reward to executives?
2.3. In a similar way, employment performance processes and

practices are based on merit and employee appraisal sys-
tems are developed around a balanced scorecard ap-
proach. 
2.3.1. Are any of these measures related to CSR dimensions?

If so, we would appreciate some details.

3. Dialogue with stakeholders
3.1. How does Westpac Banking identify the key local, national

and international stakeholders with whom to establish dia-
logue activities?
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3.2. Westpac uses stakeholders advisory panels as a way to ensure
that their views are not lost in initiatives development. We
would like to have a deeper knowledge about the way it
works with those stakeholders’ panels.
3.2.1. Could you please provide us with some information

about the dynamics and processes of stakeholder ad-
visory panels?

3.2.2. Is the information and knowledge obtained from this
dialogue mechanism transmitted up in the organiza-
tion? If so, we would appreciate some details on that. 

3.3. To what extent and how do the results of the dialogue with
stakeholders influence R&D and innovation processes?

3.4. To what extent and how do the results of the dialogue with
stakeholders influence the strategy formulation process?

4. Resources and capabilities related to sustainability
Resources and capabilities are those tangible and intangible strategic as-

sets that enable a company to develop persistent competitive advantages.
Strategic assets can be, for instance, technological (technological

stock and innovation capabilities), know-how (inside and outside of
the company), regulatory (patents, contracts, licences), positional
(physical location, network of contacts, reputation and competitive
information), etc.

4.1. Like any successful company, Westpac Banking has devel-
oped a portfolio of resources and capabilities to obtain
competitive advantages.
4.1.1. Among Westpac Banking’s portfolio of resources and

capabilities, which ones are related to sustainability?
4.1.2. How have Westpac Banking’s key resources and capa-

bilities have evolved and are evolving because of sus-
tainability?

Companies that responded partially
to our questionnaire

The following companies have responded partially to our question-
naire, so we have collected almost all the information we needed.
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However, we still lack some information. Next, I detail in each case
the remaining information we would like to complete.

BT

• We would like to have access to all the information available
about the integration of sustainability dimensions in the compa-
ny’s balanced scorecard.

DuPont

• We would like to have access to all the information available
about the integration of sustainability dimensions in the compa-
ny’s balanced scorecard.

Shell

• We would like to have access to all the information available
about the integration of sustainability dimensions in the compa-
ny’s balanced scorecards.

• Questions:
— Among Shell’s portfolio of resources and capabilities,

which ones are related to sustainability?
— How have Shell’s key resources and capabilities evolved

and are evolving because of sustainability?

Teijin

• We would like to have access to all the information available
about the integration of sustainability dimensions in the compa-
ny’s balanced scorecards.

• Questions:
— Among Teijin portfolio of resources and capabilities,

which ones are related to sustainability?
— How have Teijin’s key resources and capabilities evolved

and are evolving because of sustainability?
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