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CHAPTER 12
SUSTAINABLE RESPONSIBILITY

In chapter 12 we will look at the methods and ideas associated with sustainable
responsibility with particular emphasis on environmental issues. The chapter will
give an overview of the strategy, methods, procedures, technicalities etc.
associated with converting sustainability issues into a coherent framework.
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“I am not accepting the things | cannot change.
I am changing the things | cannot accept”

Anonymous

meanings and its practical implementation. In a practical sense it often has

The concept of sustainability has seen many variants as to its conceptual
been associated with issues such as:

B renewable energy supply

B minimizing loss of biodiversity, combating atmospheric disturbances,
preventing soil erosion, flooding, and draught

rewilding of habitats and eco-systems

combating stress, health and safety issues

changing the value system

The general workings of a corporation have been more or less unchanged during the
last 100 years. The same could be said about the underlying paradigm and mode of
thinking when doing business. The managerial institutions are basically the same,
the functional activities seem to prevail, the markets are still working according to
the same mechanisms as before and the values of power, status and money seems to
be playing the same role as before. However, | also think these three things have
changed dramatically during these 100 years. The specifics of corporations have
experienced revolutionizing new methods, techniques and technologies,
globalization have come into play and the emerging megatrend of sustainability is
about entering into the business world and while technology has seen dramatic
changes the idea of sustainability is probably just about entering an exponential
curve that will shape the future of our societies and the way our lives are being
played out, the culture we embrace and the values we cherish.

Since dealing with the problems and issues of the sustainable organization will
entail various specific disciplines like the working of ecosystems, management,
biology, genetics, logistics, quality etc. We will state from the outset that dealing
with the sustainable organization is an endeavor that will be of an overarching
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scientific nature. This means - given our interpretation of science - that both facts
and values will be a part of such processes, and it will cover most areas of natural,
social as well as formal science. Facts constitute the issues that are, values concerns
if and how we deal with what are. Both elements must be seen under the hat of
sustainability.

In this book we use the concept of Sustainable Responsibility (SR), rather than
Corporate Social Responsibility (CSR) or “Corporate Sustainable Responsibility”
(CSR). The latter emerged in the second half of 1900 and embodies the conceptual
and practical understanding of an entity’s role in society back then — as an entity
responsible for more than just economic profits, primarily defined by its social and
environmental interactions with the outside world. Society, corporations and people
have evolved since then and many more demands has been advanced in order for
behavior to align with objectives/directions stemming from social and
environmental issues, human-rights, gender equality, rights for labors to unionize
and demand for a fair pay as well as accessibility to public healthcare, the right to
vote freely and the right to be heard in a democratic setting and so on. Due to this -
as well as other evolvements - the concept of Corporate Social Responsibility thus
becomes a narrow and conceptually less satisfying part of the actual responsibility
entities are exposed to in the era of globalization.

In order to avoid that we will simply define and use the concept of sustainable
responsibility — or in short SR - as the conceptual foundation of an entity’s role in
modern day’s society. This also means that the three bottom lines often associated
with conventional CSR in principle will be turned into an unlimited number of
bottom lines. You could in principle make a bottom-line statement for each issue
relevant to the sustainable organization.

Our point of departure will be examining what the purpose of an organization
actually is. The word “corporation” stems from the Latin word “corpus” meaning
“body, or group of people”. Traditionally within microeconomics it’s seen as a
legal, profit maximizing entity, that is, its purpose, as opposed to e.g. a union or an
association, an NGO or a local community, is to maximize its profits. However, we
will conceptually leave this way of thinking and instead of the concept of a
“corporation” we will use the word “entity” or “organization”. This is actually a
more comprehensive way of defining what we’re dealing with — that of sustainable
responsibility.

A number of managerial tools and processes have been developed to help managers
implement the ideas of sustainability. The societal directions and been set forth and
the vision, directions, goals and strategies of corporate behavior is already there. So
why do we not see more corporations switch to the sustainable agenda? Well, |
think a big part of the answer lies in the way managers handle these issues. The
“microcosms” of corporate managers must be changed. “Microcosms” are how they
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see the world, how they adapt to changes, how they talk and think and how they see
visions and directions being played out in a corporate setting. The reason for this
stems from the short-termism, the reliance and focus on money and power and a
certain bias or reluctance towards viewing consequences of non-sustainable
behavior and business decisions. These observations pertain to both public and
private thinking — “microcosms” - associated with the way business is “normally”
conducted. The very basic idea of how we handle the earth can be taken from
Exhibit 12.1 below. Before man arrived, we would find what could be termed as
“the natural planet” — developing its evolutionary processes without human
impacts. Since man came about, we have changed the planet and its processes
significantly by various measures. The question is how we want the world to look
like in the future underlining that we do have the power to decide about that. This is
crucial to understand. Human beings are not part of nature we have long since
passed that stage. Man dominates the world, and we should assume our
responsibility according to that.. One answer could be to employ a sustainable
mindset for our future planet.

The natural planet Human impact Future planet?

Land use, biodiversity, consumption, climate, urbanization, resources, health, contamination. ..

Exhibit 12.1 The basic question(s)

The concept of sustainability was basically established when the book “Our
common future” was issued in 1987 by the UN often named the Brundtland report
after the Norwegian Prime Minister responsible Gro Harlem Brundtland who
chaired it. It defined sustainable development as a:

”Development that meets the needs of the present without compromising the ability
of future generations to meet their own needs"

This definition stresses the “development” and the “needs” of the present and future
generations under the condition that the present generation does not impair or
excludes future generations from fulfilling their “needs”. The concepts of
“developments”, “needs” and “future generations” however, can in principle be
difficult to define, quantify and qualify adequately. Nobody knows “developments”
300 years from now because developments can be abrupt, diverse and unforeseen.
The “needs” of a woman from the Sahel region might very well differ widely from
the “needs” of male person from Kansas in both type, diversity and number of
“needs”. However, we can adopt it as a very basic vision or compass of what lies

ahead of us in a world with finite resources and how we adapt to that. Sustainability
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then has during the last 30 years been turned into methodologies measuring
ecological footprints, carbon footprints, consumption in milli-person-equivalents,
green GDP and other in order to comply with this definition. It is, however, a
relevant question to ask if this way of defining sustainable development has become
outdated or insufficient? Another of the major contributions for understanding
sustainability are the 16 principles drafted by the Earth Charter. It is a world-wide
organization that was given birth as a consequence of partly the Brundtland report
from 1987 and partly the Rio-summit held in 1992. During the last part of the
previous century reports and papers were drafted and in 2000 the Earth Charter was
officially founded. In the process the Secretary General of the Rio summit Maurice
Strong and former Soviet President Mikhail Gorbachev were influential in driving
this process forward. The resultant document to guide sustainable development
became the Earth Charter. This Charter suggest that sustainability be defined to
include the following issues:

—— 1. Interdependence of life
¢ 2. Love & responsibility
d 3. Democracy & freedom
4 4. Justice across generations
[ SR 5. Protect Earth's diversity
f‘ 6. Prevent ecological harm
5 7. Sustainable lifestyles
2 8. Share knowledge

9. Erradicate poverty
10. Egitable human development
11. Gender equality and equity
12. Dignity, inclusion and well-being

Exhibit 12.2 The 16 principles of the Earth Charter

Sk ot bovmwc
=

13. Transparency & participation
14. Integrate values into education
15. Respect all living beings

16. Non-violence & peace

It’s centered on 4 main blocks

Respect and Care for the Community of Life
Ecological Integrity
Social and Economic Justice and

|
|
|
B Democracy, Nonviolence and Peace
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These are admirable directions for which the Earth Charter propose societies to
engage in when advancing sustainability. The anti-theses of sustainability also
readily emerge from these four pillars. Such anti-theses can be found in developed
as well as developing nations, in western democracies and in autocracies, in a
private corporate setting or in a societal setting etc.

In order to establish the conceptual meaning of sustainability we will depart from
The Exhibit below closing in on what sustainability is about in this context.

Social &
Sustainability Env1ronrpental
domains

Principles

Exhibit 12.3 Sustainability — elements of a conceptual understanding

12.1 SUSTAINABILITY - UNDERLYING PRINCIPLES

We will axiomatically state that there are certain basic principles to which a
sustainable entity must adhere to when working with sustainability. This pertains to
the principles of:

responsibility
justice
transparency and

|
|
|
B integrity
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a) Responsibility

The first principle we will employ is that of assuming responsibility. This includes
being responsible for the directions and goals an entity decides upon as well as
their associated consequences. This responsibility will ultimately be oriented
towards the individual. We will avoid using shared responsibilities or even
“organizational responsibility” when working on a sustainable platform.
Corporations are of course legally responsible, however, when it comes to the
conceptual legal side of sustainable responsibility only human beings can be
capable of assuming real, moral responsibility. It’s not a “corporation” that moves
its assets and earnings to tax heavens; it’s ultimately a decision taken by the CEO
and Board of Directors. It is not the “corporation” that undertakes “whitewashing”
activities. It is not the “corporation” that decides about unequal pay between men
and women or creates exorbitant bonus schemes to its CEO’s. It’s the men and
women in charge — and they are people. This responsibility we will claim is a
unique responsibility in the sense that it must be felt and experienced as a personal
responsibility. You might have set up a goal to be carbon neutral within 10 years.
One way to do this - in accordance with current practices - is to plant an equivalent
number of trees in the Amazon Forest or elsewhere that will offset your carbon
emissions. Once again money is used as a means for fulfilling your goals. This is
not what is meant by responsibility in a sustainable context as used here. It’s your
organization that must do the work not paying others to do it for you. It is, however,
a convenient way of removing real responsibility.

When we say an organization must be responsible the question immediately pops
up: responsible to whom? In the traditional world of economics, the answer is of
course that an entity is responsible to its owners, its shareholders in many cases —
that is; another Homo Economicus. When focus is moved toward the sustainable
organization the answer to this question will be; nature and those people who are
affected by the decisions the corporation make and those making these decisions.
This will widen our area of responsibility quite a bit, since many stakeholders can
be affected by decisions taken and their associated consequences — current as well
as future generations ultimately. But responsibilities cover more than that since
nature or the natural environment now become a “stakeholder” as well. In essence
then there will always be at least one other party or part involved beside a single
formal owner or shareholder of a corporation. This also overrules the legal aspect of
a corporation as one where e.g., a single owner is the person to which we can tie a
legal responsibility. A single owner is responsible of course vis-a-vis the judicial
system, but he will also be responsible to a range of other stakeholders within the
system as well.

The next question is responsible for what? Well, seen through the eyes of Homo
Economicus, responsibility must be viewed in an economic context. A corporation
is responsible for maximizing its profits in order to maximize the income of its
owners — no more, no less. On the other hand, there will be a lot of other things that
will pertain to the sustainable organization. It will be responsible for maintaining a
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continued stream of harvested crops without deteriorating the environment. It will
be responsible for helping local communities in putting refugees to work, and it will
be responsible for leaving a “better” planet to our descendants than the one we took
over, and for educating its employees and so forth. We will therefore claim that the
sustainable organization must see its responsibility in a wider context than that of
Homo Economicus. Money does play a part here but not the whole part.
Responsibility in the context of sustainability furthermore will involve a long-term
perspective rather than the usual short-term perspective most often employed by
corporations. In other words, sustainable responsibility is — also - an
intergenerational concept. We’re not doing this just for our own sake but for the
sake of our children and their children as well.

With the above in mind, it’s also clear that the responsibility of the sustainable
organization cannot be limited so in essence the sustainable entity must become
unlimited. Its responsibility will pervade time and space as well as current
stakeholders and as such can only be viewed as a part of a system, never as an
exempt, stand-alone unit flowing freely and irresponsibly in space and time.

At the center of things is the individual, an organization or a society each acting out
of responsibilities not just pertaining to those elements but to an unlimited number
of others. The specific set of values, culture and ethics that an individual, an
organization or a society demonstrates is what we here will define as being the
materialization of becoming sustainable. In other words, it becomes the essence of
sustainability. Here “developments”, “present and future generations” are absorbed
into “directions and goals” and “needs” are absorbed into “values” (defined by
preferences and utilities) if relating it to the Brundtland definition.

Instead of the conventional triple-bottom-line — social, environmental and
economics - a sustainable entity’s responsibility will require it to operate with an
infinite number of mutually intertwined bottom lines according to its values, culture
and ethics on the one side and the conditions under which it is operating on the
other side. This line of operating will involve basic conflicts to be solved - conflicts
between values and directions and conflicts between these and the conditions under
which it operates.

Should a company with a mixed force of employees - some Muslims, some
Christians - refrain from doing business in countries that operate under Sharia law?
Should a company decide to refrain from hiring employees that make use of the
nigab? Should a company refrain from doing business in a country that bans free
abortion? Should a company try to minimize its taxes by locating its headquarters in
a tax heaven? The answers to such questions will embrace the contents of e.g., a
corporation’s sustainable responsibility.
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b) The principle of justice

The second principle is that of justice. In order to elaborate a little bit about the
concept we will use “the veil of ignorance” as proposed by John Rawls !, more or
less corresponding to Jurgen Habermas’ concept of the “ideal speech situation”
where participants interact freed of ideological ideas, differences in income, social
groups, power etc. In this respect Habermas defines truth to be that what is agreed
upon by participants in the discussions. This “veil” as proposed by Rawls likewise
states that when you decide upon something your decision must not be influenced
by the people who are associated with that decision. In other words, a “veil” is to be
drawn over the decision-making process for you to make a just decision.

We will refrain from both Rawls and Habermas and state that justice in our way of
operating requires compassion, dedication, beliefs and values that cannot be settled
or aligned with the way justice has been seen by Rawls and Habermas. In other
words, we must require that justice when seeing it from a sustainable viewpoint
must encompass these elements when forming directions and goals and this can
never employ a “veil of ignorance” or an “ideal speech situation” — it must be
driven by other elements in order to do justice to nature and the environment. A
kind of biological sentiment must be formed in a sustainable entity. The sustainable
organization must act with both passion and compassion in order to realize the ideas
of sustainability and to comply with justice to nature.

c) The principle of transparency

The concept of transparency has for long been on the agenda of the sustainable
organization - and it’s an important concept. By creating transparency we’re able to
combat illegal lobbyism, understand the processes that are going on within the
corporation, delineating responsibilities, create openness about corporate strategy
and actions etc. Of course, there are limits to deployment of this concept in a
competitive world. However, the sustainable entity should go as far as possible in
order to create transparency within and outside its organization.

In particular we will state that transparency in a corporation’s information and
communication procedures are of utmost importance. Sometimes you feel inclined
to believe that corporations instead of objectively supplying their CSR reports tries
to make them look like a fairytale after having been submitted to the marketing
department rather than designed as a set of information’s that accurately depict a
“true and fair view” of their operations. It is as if we find ourselves on totally
different planets in some cases. This cannot be the case of the sustainable entity.
Transparency must be at the forefront not tampering with data and information and
squeezing conclusions. We need to transform the fairytale to straight talk.

1 John Rawls, A Theory of Justice,...
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d) the principle of integrity

Integrity has to do with the way we perceive and treat our natural surroundings as
well as other people. Keyword associated with integrity are strong moral
perceptions, wholeness, holism, soundness, honesty and completeness.

In order to narrow it down we can look at the issues that will impair integrity. This
pertains to making animals becoming extinct, impairing the viability of an
ecosystem, depleting fish stocks, making domesticated animals suffer, depriving
animals of their natural instincts, treating fellow human beings disrespectful, lying
to them, demeaning them etc.

12.2 SOCIAL AND NATURAL SCIENCE DOMAINS

Sustainability is a man-made concept just to point out the obvious. It doesn’t exist
in nature. Natural processes are controlled by natural laws not by man-made
constructs. So, sustainability can only be seen as a part of social science aimed at
regulating/prescribing/controlling natural and social phenomena. This being said, it
is also important to note that sustainability will cover most if not all aspects of the
social and natural domains. In that way it becomes a paradigm — a guiding light
towards which you orient yourself by the way you think and the way you act or in
short according to your identity. When this alignment is perfect, we’ve reached the
end of the road — and believe me this alignment will never happen. We’re always
on the road.

DEFINITION OF SUSTAINABILITY

If being an economist, you would probably be inclined to think that sustainability
would imply preserving a stock of capital at the beginning of a period and having
the same stock of capital at hand at the end of the period without being worse off at
the end as you were at the beginning. This capital maintenance approach very much
resembles that of the Brundtland definition of sustainability. In essence it’s,
however, a conceptual mismatch. Every time we consume a non-renewable
resource coming generations will be deprived of that non-renewable resource.
Every time we make an organism become extinct or reduce biodiversity it will
affect our children and grandchildren. Each time we contaminate a piece of land it
won’t be available to others. In that respect we become the prime consumers and
the next generations becomes those who will have to clean up after us and come up
with the solutions that we were too busy to find in our search for new ways to
consume. The reward for giving up on these issues is economic growth. If this
generation can pass on an economic gain to future generations despite exploiting
non-renewable resources, we can conceptually say that future generations will be at
par with things — as well off as we were - as demonstrated by the Norwegian oil and
gas adventure.
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We will define sustainability from another point of view seeing the conceptual
definition as involving the following attributes:

B human beings combined continuous processes of employing specific values,
culture and ethics to preserve, restore and develop natural and social systems

This way of defining sustainability tuns it into a relative concept. The idea is not to
convey a specific ultimate sustainable goal to be achieved but to capture the essence
of the process that leads towards a sustainable direction. It’s determined by the way
you define an entity’s identity that will determine the quality of sustainability and
of its sustainable development — the specifics. Instead of focusing on admirable
issues such as democracy, equality, ecological integrity and so on we will leave
these out at the conceptual level and instead focus on the basics of entity identity
(values, ethics, culture and the biological sentiment) and look at how these basics
are played out within an entity and then conclude whether or not an entity is on
track towards sustainability.

In a sense the notion of sustainability is basically a confrontation with the way we
normally see people act and think towards concepts such as more, better, higher,
richer and so on. Our way of defining sustainability stresses issues and concepts
such as enough, fair, okay, equal, adequate etc. and there is a world of difference
between the two — not so much according to the conceptual meaning but more
towards the attributes associated with how they manifest themselves. So, there’s
nothing wrong with being rich but there is a difference if richness manifest itself as
a means for using your wealth for combatting serious diseases or taking a jet plane
around the world to enjoy yourself. In the final chapter we will expand a bit on this
and put it into a more elaborate conceptual framework.

12.3 SUSTAINABLE ENTITY STRATEGY

The origins and vocabulary of strategy can be found in the military. Wars were
fought using these concepts. Some have even defined strategy as “imposing your
will onto others”. Strategy is a battlefield. The war must be won. Victories are
essential. You command the troops and send them into battle. Even today the
ancient book by Sun Tzu “The Art of War” is among the most read books about
strategy. Such an analogy is at best outdated, at worst false. In the following we
will try to find new conceptual foundations that are better suited to accommodate
sustainable strategic thinking rather than being stuck with an apparatus that makes
no sense anymore. We then abandon the historical inheritance and can begin to
enter into new more promising ventures when looking upon sustainable strategy
formation. The core strategic question of any sustainable entity must be:
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How do we form an entity to fit into a
sustainable world in the (very far) future?

This question must be the strategic driver of a corporation’s ideas, visions and
strategies. They are not easy to answer but vital to the corporation and to society.
The unlimited sustainable organization cannot avoid taking society into its
considerations. It’s a must. In a way you could say that the way strategy is
performed in the conventional organization very much still resembles that of using
machine language to deal with strategy. For a sustainable organization we will
require that it moves to a high-level language in order to tackle its strategic
challenges. So, the notion of strategy now moves from the question: “Can you look
yourself in the eyes?” to: “Can you look your great great grandchildren in the
eyes?” It requires an organization to form its future meaning that the forward-
looking aspect is highly important. It furthermore makes an implicit assumption
about the “sustainable world”. This assumption seems justified as a megatrend.
Lastly strategy has conceptually to do with the very far future in the apparatus
we’re dealing with.

Now, imagine we turned the clock back to 1523. How would you have perceived
developments if being born during the Renaissance? Would you have thought that
we were able to replace the cart and horse? Would you think that humans would be
able to fly? Could you imagine heating a place without having a fire? Would you
believe that you could eat fresh fruit from faraway places during off-seasons?
Would you believe that harvesting a wheat field could be done by other means than
by people? Could you have known what a computer was, or a pair of binoculars, or
dishwashers, or atomic bombs or robots, or microchips?

You would most likely not. The reason for this is the fundamental truth that we
cannot foresee advances in knowledge. This is simply logically impossible. This
idea was coined by Karl Popper in his book The Poverty of Historicism. What we
can do is try to get a glimpse into the future by using weak pulses - imagination,
hunches and educated guesses. So let us have look at three of these weak pulses —
a) technology, b) climate change and c) population growth to exemplify the idea.
These weak pulses will have moved from current facts over prognoses and trends to
a state where such weak pulses are expressed in very broad descriptive views of
possible states of the future. The instrument used for this will often be by way of
drafting scenarios.

a) Technology

In a society 100-500 years from now technology will be everywhere. All issues that
deal with facts will be computer driven and the exponential developments in
technology will have been executed to a point where technology exceeds the human
brain. This will have created technology driven massive unemployment. We will
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have billions that will be without a conventional job during their entire lifetime.
Machine learning and artificial intelligence will have penetrated every corner of our
lives and new technological concepts and methods will have been employed. We
will see people going from being employed to become their own entrepreneurs and
working poor formerly having 2-3 jobs will vanish. There simply aren’t enough
jobs to go around. People without education will not stand a chance 100 years from
now and the massive output from universities will not be demanded other that the
top 10 natural scientists out of 10.000 citizens. Technology will be an important
part of humans either through surgical inserted chips or other.

Technology will have surpassed human beings in its capacity to perform jobs much
more accurately, much faster, much more intelligent, much cheaper and much more
safe. Drone technology will be the name of the game for intelligence, transports,
gaming etc. and robots, 3D and Al will be employed in gardening, production,
waste treatment, surgery, counselling, logistics etc.

Now, how do we accommodate a world with so many unemployed? How are we to
run a world where machines even within law, accounting, counseling and auditing
have replaced people? How are we to deal with the fact that robots and computers
have replaced 100 people who previously paid taxes into a situation where this now
is turned into profits to corporate owners? Who is going to benefit from that, the top
1% or society? How are we to distribute wealth in society if only 10% goes to
work? How are we to accommodate an increase in population and a prolonged life
expectancy given these issues? How are we to build our societies in order to combat
unwanted consequences of a technology driven future? How are we to develop a
society based on knowledge when even today billions of people around the world
still believes that the world was created in seven days and that a couple of guys two
thousand years ago told people how to live their lives and what to believe in? How
do we form knowledge when people still believe that we will resurrect and have
physical bodies given back to us so that we can meet our loved ones in a place
called heaven where everything is good and in perfect order? The ultimate question
then arises how we are to avoid uprisings, civil unrest, revolutions, mass emigration
etc. given such circumstances 500 years from now? We must begin to find answers
and lay out the path that creates a society that can adapt to such changes.

b) Climate change

Another strategic driver that will set the scene 500 years from now is that of climate
change. We must expect climate developments to follow an exponential curve and
we might just be at the beginning of that curve. This mean that we could foresee a
climate that mostly was ice free during winter all around the globe where sea levels
might have risen to 40-50 meters above that of today. We will see the Northwest
Passage open for traffic and vast areas open for mining activities and settling
opportunities.
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We know that we probably won’t reach a level of a 1,5 — 2% increase in
temperature in year 2100, just some 75 years from now. It will likely be 3-4% or
more with irreversible consequences. How are we to adapt to that, 500 years from
now? How do we manage when managing the climate is out of our control and the
things, we’ve set in motion will unfold uncontrolled with alarming speed during the
next centuries? When scientists” worst nightmares are even transgressed? How do
we distribute energy when fossil fuels are gone — and they are gone 500 years from
now. How do we provide for the massive amounts of energy needed for cooling
when temperatures are rising 4-6-10 C° from now? How do we accommodate the
extra billions of people that also wish to experience the consumption patterns that
we have seen? How do we accommodate the millions of environmental refugees
that will leave their homelands when the climate crisis really unfolds in the years to
come? The third strategic driver will be that of population growth.

¢) Population growth

We know that the world’s population will grow considerably in the next hundred
years. Only nuclear war, an uncontrolled deadly pandemic, a giant volcanic
eruption or meteors hitting the earth or similar occurrences will potentially be able
to break that trend. This will happen in different parts of the world, Africa and Asia
being the places we will experience the major parts of this development. This
occurs at the same time the earth’s habitable places will dwindle in some places as a
result of climate change. In other parts new territories will open up when the ice is
gone. Many traditional jobs will also be gone, and it will be a stroke of luck if
someone would secure a job in his or her productive years. What do we do with the
ever-increasing number of people that has nothing to do? What do we do when
leisure time is the most widespread way of living? Where do we find places for
these people to live if sea levels have risen 20 meters and when desertification is
much more widespread? Where do we find the food sources? What do we do when
the fight for non-renewable resources intensifies? The crucial element here is birth
rates. They vary widely among nations and currently some nations cannot sustain
their populations because birth rates are too low. This counts especially for
developed nations like Monaco and South Korea while some developing nations
will experience growth in their populations in the future e.g. Niger, Sudan and Mali.

STRATEGEY IN A POWER CONTEXT

When dealing with strategy and related sustainable issues identified we’re also
dealing with a number of stakeholders. They will try to influence the agenda of how
to deal with the sustainable problems identified. There are people that in fact do not
aim for power but anyhow possess it and there are people that seek power in order
to dominate and influence others and will be positioned in key places in
governments, organizations, associations etc. The latter group will more often be
those that have fairly narrow agenda’s, special interests and inclined to push
lobbyism beyond what can be considered healthy.
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THE DECISION-MAKING SYSTEM (MINISTER OF THE ENVIRONMENT)

THE ADMINISTRATIVE SYSTEM

THE LOBBYING SYSTEM

Exhibit 12.4 Power relationships at the political level

Turning to the political level we find 3 groupings that stand as main influencers of
this agenda. The minister responsible can in varying degrees be an influential part
of this puzzle. The administrative system and lobbyists as well. A minister cannot
be required to know all aspects of sustainable issues presented and will therefore
often be left with the administrative system to prepare the cases for her/him and
then act on behalf of these information. If the minister is weak, he/she will
ultimately often rely on what the administrative system suggests. If she/he is
strongly in accordance with the sustainable agenda decisions can be changed
despite the administrative level’s suggestions according to the minister’s own
agenda. A third element — lobbyists — will enter the process as well. A responsible
minister will often listen to various stakeholders involved in a given decision and
he/she will often weigh issues according to stakeholders’ suggestions and his/her
own agenda. Most often this takes form of a bargaining process. Sometimes,
however, what is called for is not a comprise but a question of either-or. This will
require a minister that has dedication and arguments in place for pushing the
sustainable agenda and this requires commitment. If a fish farming corporation
wants to acquire new licenses for fish farming purposes, the ultimate strategic
question becomes if we want to close this kind of activity and take care of the
environment or if we want to strengthen economic growth and reduce our
aspirations for having a clean environment? If farmers apply for using an illegal
pesticide the same question emerges — growth and profit or a healthy environment?
This is where values cut though — are they sincere or are they just proforma ideals
to be greenwashed? If politicians don’t get caught in greenwashing things can
ultimately flutter out of hand — often to the detriment of the environment.

The yellow colors are meant to illustrate the power element of the discussions and
pertains to political ambitions, strength of arguments, viewpoints etc. Such power
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relations will shift according to whom hold the power of the sustainable agenda. In
this respect ministers can turn out just to be paper pushers by the administrative or
lobbyist systems. Depending on power relationships lobbyists can decide to
approach either the minister or the administrative system. In nations where
corruption flourishes “gifts”, donations etc. will then play a role. The
aggressiveness of lobbyists is often related to the strength/weaknesses of the
minister and the administrative system — if weak, uninformed or uncommitted
lobbyists aggressiveness can tend to increase considerably.

Added to this process are hearings, conferences and meetings with the voters. In
this process you will also see power relationships emerge where ministers reject
specific groups of outside stakeholders.

STRATEGY IN A SUSTAINABLE CONTEXT

In the following we’ll first expand on some of the basic elements that has to do with
the concept of strategy in a sustainable context. Various concepts, methods and
methodologies have been used for driving the strategic process and we will suggest
the use of scenarios as the basic vehicle for forming strategy in the sustainable
organization.

Business
Strategy

The Art, Science, and Craft
of Decision-Making

When forming strategy, we are designing the future course of the entity and though
money is the key element in business often it is not possible to attach specific
numbers with just reasonable certainty when a strategy is laid out. More often than
not it will be founded upon perceptions, convictions, beliefs etc. that exempts itself
of plausible and verifiable economic measurements. What can be done, however is
to contemplate possible scenarios that can help estimate the strategic potential.
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Exhibit 12.5 The SWOT model - environmental and social issues
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Time frame of sustainable strategy

Philosopher Immanuel Kant considered time as existing a priori. That means time
is thought to exist independent of experience — it’s an intuitive conception. This
might be one way into thinking strategically in the context of sustainability. The
first thing that is important is to realize that time in a sustainable context is almost
missing nowadays. Having a strategic horizon of 2-3-4 or 5 years is like a second
when you think of it in this manner. What is needed is a time frame of say 25-50-
100 or even 200 years. Now to most this would seem ridiculous. How are we to
prepare for a future in a 200 years’ time span? We don’t even know about general
economic conditions, cultural developments, temperature changes or potential
catastrophes etc. 5 or 10 years from now. So, how are we to adapt to and adopt the
corporation’s strategy to the next 100 years? Well, the simple answer is: we’re not!
The concept of time in a sustainable strategic context loses its conventional
meaning. Time is not relevant when you talk about forming identity in a sustainable
organization. First level strategy has to do with forming the basic fabric of a future
entity. Changes in ethics, culture etc. can take decades to form and people will
leave the corporation and others will join perhaps with different viewpoints as to
how business is conducted. The issue here is that of shifting a paradigm and to do
that you will need decades before this becomes the new normal. The IPCC have
made projections of climate change by 2100. This timeframe — at minimum -
should also be that of the sustainable organization and the recommendations made
by the ICCP should not just be for governments to follow but for the sustainable
organization as well. This requires a time range beyond the conventional. To form
sustainable strategies, we must unleash the confined space normally adopted. We
might live in a time that calls for “ridiculous” solutions for coping with the future.

CONTROLLABILITY

} ¢ b >
10 years 20 years 30 years...... 100 years

FORECASTABILITY

Exhibit 12.6 Controllability and forecastability
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We would advance the point that first level strategy in a sustainable entity is not a
matter of years but that of decades. We need this time frame in order to think about
what we’re doing — to form the values, culture and ethics upon which we will build
the future. However, this will have other aspects attached. What industries should
we be in? What segments will we push? What materials would be included in our
bill of materials 50 years from now when resources are vanishing? From which
sources do you get your resources? How do you accommodate to a totally new
technology setting? etc.

CASE — MATSUSHITA

The idea of working with time spans of this length is not new. In 1932 Japanese
Konosuke Matsushita assembled his 162 employees and told them about his ideas
for the future. He outlined a corporate idea for the next 250 years split up in 25
years segments by listing the “Seven Spirits of Matsushita” that included:

service through industry,
fairness,

harmony and cooperation,
struggle for progress,

courtesy and humility,
adjustment and assimilation and
gratitude.

These are very basic Japanese values that might prove extremely important to create
sustainable development in a corporation in the future. Matsushita created
Panasonic that today employs approx. 260.000 people worldwide and still

maintains Matsushitas 7 principles coined in the brand slogan “A Better Life, A
Better World.” In a world that is Beyond the Brink of serious environmental
challenges Matsushitas idea seems even more relevant to consider.

Sustainable strategy separates itself from functional areas of strategy. Trends in
consumer data are relevant to marketing within the next few years, entering into a
strategic joint-venture may unfold within the next decade, decisions to shift your
suppliers, to locate your warehouses, to enter into new markets, to enforce product
development and enhance employers’ qualifications and so on are conventional
aspects of most functional strategies. However, they all barely touch upon the time
frame that we here will imply is the strategic contents of sustainable decisions at the
first level of strategy.
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The idea of this kind of limited time frame does not work in the sustainable
organization. We must think in generations instead of just our children’s lifetime.
We must advance the ideas of recycling, reuse, renewable resources, networks etc.
instead of focusing on consumption and economic growth. We must mitigate the
harmful effects already laid out 200 years from now. We must leave the short-
sighted ways of making decisions by which almost all companies respond to the
challenges facing us today. We must leave the idea of economic profits as the sole
cornerstone of strategy, and we must redefine corporate role from private
entrepreneur to a corporate citizen. This will require an adoption of a whole new
strategic perspective and conceptual approach.

Alignment of personal and “corporate” values, ethics and culture

I think that one of the most blatant — and problematic - issues within strategic
thinking is the lack of focus on corporate values. Many of the things we do - if not
most - are derived from our system of values. One explanation for this
misconception might be the universally adopted idea that “money doesn’t smell”.
As long as you’re doing your job contributing to the economic well-being of a
corporation no questions are asked. This changes when a corporation becomes a
sustainable organization, when it becomes ethically and environmentally liable for
its actions. Now the questions asked becomes of paramount importance and the
answers to these questions must ideally be aligned between the personal and
corporate — or professional - side of things.

Newcomers must be recruited and educated in corporate values, ethics and culture
and e.g. any deviations between personal and corporate ethics must be sorted. In
principle a person should be able to live out his ethics, values and culture in a
corporate setting without any adjustments. This will pave the way for increased
efficiency and minimize areas of conflict and provide for a sense of meaning by an
individual and meaning is of utmost importance in a corporation in order to avoid
the “What am I doing here?”” question. If you do not know you’re in the wrong
place. On-boarding becomes extremely important.

The circular economy in a strategic context

In many countries the idea of a circular economy is deeply rooted. We need to
consider our wastes as a resource. We need to reduce our carbon footprint. We need
to move towards a zero-emission society. We need to expand on the ideas of
industrial symbiosis, on prevention ideas and in changing our lifestyle. This will
include addressing all or more of the following issues:

B 3 switch from non-renewables to renewable materials
B continuous minimization of wastes and discharges to air, soil and water
B increasing biodiversity
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increasing efficiency

reductions in the use of pesticides, toxins and antibiotics etc.

minimization of hazardous wastes

switch from fossil fuels to sustainable energy sources

minimizing working environment accidents and issues

constant monitoring of developments and risk assessments

increased recycling and reuse

sanitizing product programs (variants, range, packaging etc.)

increased deployment of sustainable methods/concepts (LCA, LCC, multi-
attribute analysis, sustainable costing etc.)

increasing awareness concerning sustainability - customers and employees
implementing sustainable ethics and sustainable values within the organization
actively pursuing sustainable philanthropic projects

implementing an expanded set of KSI’s

These endeavors should be set into the strategic context mentioned above.

Strategy in a sustainable context — vocabulary/linguistics

When forming and thinking about strategy you’re actually fusing a specific kind of
“language” into an organization. Sometimes such a “language” becomes
stereotyped, concepts can get meaningless, and words just become words without
any real contents. Strategic responses are sometimes made very simple e.g., cost
leadership — differentiation, first mover — late mover, cash cow — star, balanced
scorecard etc. — the actual implementation is a whole lot more difficult.

So, in order to instill a new kind of language and forming strategy in an
organization it is suggested that we turn to the natural world in order to find a
conceptual foundation for strategy formation in a sustainable context. The objective
is purely communicative and makes it possible to include most people into
meaningful discussions without a lengthy strategic vocabulary with clouded or
difficult words and constructs to comprehend. So, in a sense it will act a democratic
device in the sustainable organization to get rid of the MBA “mumbo-jumbo”.

By employing the vocabulary of the natural world, you will be able to conceptually
define your own arena and strategic measures taken. As an example, competitors
could be made into a flock of lions from another territory, upcoming competitors
could be made into a bunch of young male lions trying to take over the present
flock, the market could be framed as a savanna or a habitat etc. This way you will
make the strategic vocabulary understandable to members of the organization by
way of association and | think the ability to associate phenomena and events are
rather important for discussing strategy in a corporation.
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We could e.g. use the food cycle for describing a company’s current place in
context of the main activities being performed based on the following distinction
where a company can be a:

Decomposer

Primary producer
Secondary producer or a
Tertiary producer

These four stages will indicate your position as a producer. Are you selling to end
customers (Tertiary producer or “business-t0-consumer”)? Or are you supplying
products intended to go into a final product — intermediaries (Secondary producer —
“business-t0-business”) or are you engaged in supplying basic raw materials
(Primary producer) or maybe you’re into recycling (Decomposer)? This is just a
descriptive element. We can then try to focus on markets and e.g., separate these
into:

B habitats
M ecosystems and
B the biosphere

We will dub your main markets as the habitat while if you’re supplying industry
wide products, we will label the market an ecosystem. The corporations that supply
services and products world-wide and offer a range of products we will say are
working in the biosphere. These concepts could of course be detailed according to a
corporation’s need for having more accurate description of its markets, however,
still in the frame of reference of the food cycle (savannas, deserts, rainforest etc,
whatever makes sense in a strategic context in your organization). We will
furthermore describe competitive behavior along the following four lines:

fighter (confrontation)
submissive (backing down)
outcast (follower)

loner (outsider)

Now we do not attach any qualities to these concepts e.g. that it might be “better” to
be a “fighter” than to be “submissive”. The “fighter” describes a situation that
resembles perfect markets where competition is intense and often cost based. A
corporation exhibiting “submissive” behavior is characterized by copying products,
brands etc. An outcast corporation is primarily a corporation without too much
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competitive power. A loner is a corporation that e.g., has a superior product to offer
or is in a position where it can dominate the market — a monopoly like situation.

By converting the vocabulary in strategy formation to the natural world we avoid
the traditional war-like vocabulary and convert it into a language that might
resemble the real world instead of the “confined space” of MBA ridden concepts
and methodologies.

Strategy and project screening
Implementing strategy is to a high degree borne by selecting projects that will see

strategy through. The process of selecting which strategic projects to carry out
therefore becomes crucial for implementing strategy.

POSSIBLE PROJECTS ENVIRONMENTALLY VIABLE ECONOMICALLY VIABLE

Exhibit 12.7 Screening of projects

You can picture this process as a filtration of a substance where we ultimately will
wind up with projects that supports the strategies chosen. Normally this process is
very much dependent on cut-off rates. If an initial project proposal does not meet
e.g. a ROI of 15% or a pay-back time of or under 2 years etc. the project will
automatically be screened off. Typically, this screening will be based on economic
criteria in a corporate setting.

In a sustainable entity we will suggest that this screening process gets reversed. In
doing so the filtering of viable projects will at first be considered from a sustainable
perspective e.g., by use of a multi-attribute model and then in the next phase be
exposed to economic criteria. This means that some projects which would have
been economically attractive will now be screened out due to failing sustainable
performance criteria. In the next phase of the filtering process, we would then
expose sustainable viable projects to economic considerations. By inserting this
element, we would be in a much better position to align strategies and
sustainability. This will require us to adopt values that are fueled by sustainability
and not solely by economics and that should be the aim of a truly sustainable entity.
This then alters the conventional process and outcome of the strategic process in
favor of sustainability.
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Strategic glimpses - weak pulses

I like at first to paint a picture of the preconditions your organization will have to
deal with in year 2522. Here you will find that:

B oil and gas resources are for all practical purposes gone

B many mineral sources have been exhausted

B technology is THE driver for growth, welfare and entertainment etc.

B the Earth is inhabited by 12 billion people

B renewable energy sources are the only ones available

B wastes are all turned into useable intermediaries and/or end products

B recycling and reuse are the ultimate choices left for producing

W all transportation vehicles are driven by renewable fuels

W district heating is the only option available

B simple living is the main way of life

B the Earth will be ice free most of the time

W sea levels will have risen 20 meters

B problems with the greenhouse effect, eutrophication, discharges etc, will still be
problematic

B production of foodstuffs will nearly all be made within closed circuits

B experiencing real nature will mainly happen in virtual reality

B being an environmental refugee is the most important criteria for relocating

Now these — let us call them guesses or weak pulses — all departure from more or
less vague trends within our current society. It is not possible to disseminate
knowledge that we first will know of by tomorrow, but | think all or important parts
of these trends will be visible in 2522. T deliberately use the word “puise” in order
to align strategic language with living things. Weak pulses are those that given the
current picture will likely be the dominant issues in e.g., a 50-100 years’ time span
or more. If you were to decide over segments to include in your portfolio, would
you take up a business within the skiing equipment sector? Would you go into the
oil refinery sector? Would you start making carbon fibers? In 100-300 years, these
industries will likely be non-existent. Would you place a new harbor construction
project in the Marshall Islands? Buy a property for your headquarters at Manhattan?
Acquire land on the shores of Bangladesh? So, there are some weak pulses here that
can guide a corporation — give it a glimpse — that might be important for its long-
term development. In a sustainable strategic context that’s what we’re seeking —
glimpses! So, the idea is turning away from looking at strategy as something that
will unfold within the CEO’s reign to something that will impact our great-great-
great-grandchildren. This is a cornerstone of thinking strategically within a
sustainable context. This also means that focus is shifted away from looking at
strategy as something that is attributed to the genius of the CEO to something that
transcends people, time and places. It also means that the ridiculous bonuses
sometimes paid to a successful CEO is out of the question in a sustainable context.
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We’re not doing this exercise to sort of make the glory of the CEO shine brighter
but to adapt to a future world that is based on a sustainable paradigm.

The issue here of course is that within that time frame we’re able to switch between
strategic options in no time. We can build a profitable business selling ski
equipment for maybe 10-100 years from now and then leave the industry. So
apparently there will be a mismatch between strategic options here? Now such
strategic issues will require that you define and operate with weak pulses. How
does the corporation look like in 100 years if one or more of these issues are turned
into facts? Are you willing to reap the short-term profits for maybe 50 years or are
you willing to switch to a totally new and sustainable mindset? Doing that requires
you to focus on the real and only backbone of strategy: values, ethics and culture!

Sustainable decision-making

Money — or economics - has since ancient times been used for making decisions. It
has been used as a way of transferring rights between people, corporations and
societies. It has been used as a device for measuring wealth. It has been used for
trading in markets and it has been used as a replacement value for measuring
utilities and preferences. So, in a sense money conceptually embraces all
preferences and utilities in the world and acting as a means of exchange of these.

Not so long-ago money was backed by a gold standard. Money was a physical
object that was stored in banks and exchanged physically between people in the
form of coins and bank notes. Now, however, these times are long gone. Today
money is not backed by a certain amount of gold but basically by trust. Money is no
longer exchanged physically but mostly exists by way of bits and bytes in our cell
phones or computers also demonstrated by the advance of crypto currencies.

The consequences of this, however, have not been to rethink the role of money in
our societies, but just to adapt to technological changes and let the game continue.
Money still makes the world go “round. The problem is that if money also makes
our environment and our natural surroundings “go ‘round” this could pose a
problem if money and nature become incompatible phenomena. We’ve done that
before by squeezing environmental issues into the market mechanism by trading in
CO, permits, by adding taxes and tariffs to various environmental goods, by selling
rainforests and emissions to protect or minimize these, by adding new theories and
concepts such as positive and negative externalities and so on. The question is
whether such market mechanisms are the right way to proceed or if government
regulations should play a larger role combating the climate crisis, the loss of
biodiversity and the access to dwindling resources. The “old” ideas of public
government being less efficient, attracting people with lower level of education or
acting as a “dust bowl” for bureaucrats are long gone. If the liberalistic market idea
is the cause for the current state of the globe it will have to be replaced or adjusted.
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The results of using traditional economic instruments to environmental problems
are clearly visible. Forests are cut down if it pays economically. Non-renewable
fuels are used if it pays-off. Fish stocks will be depleted if it’s worth the money and
wild animals are traded, and their bones sold because the economic incentive
outweighs the risks. This does not necessarily happen because people are greedy
but because of poverty, lack of jobs, corruption and social structures. If
environmental agreements halt economic growth, they will not be met — and the list
could be continued for a while.

You can try to adapt to circumstances and call such consequences “adverse effects”,
“atypical”, “anomalies”, “imperfections” or other but that do not answer the
fundamental question — are economic markets the right way to go ahead when
making decisions about nature and the environment and if not, what alternatives
exists? If economic models fail to meet the requirements we must supplement or
abandon them. Here, we will limit this discussion to one issue — that of making
decisions, and we will furthermore claim that economic models should be expanded
by using other measures that that of Euros and advocate the use of a multi-attribute

model to expand and improve the quality of corporate decision-making.

When making decisions it’s important that your utilities and preferences are taken
into account. When making decisions based purely on economic based utilities and
preferences, we are only accidentally making sustainable decisions. Some have
tried to squeeze it under the hat of sustainability by operating with e.g., external
costs; however, this still leaves us with a lot of unanswered questions.

If economics rules entirely, we will not implement any projects that might be
environmentally beneficial despite a negative economic return. We would see
environmental projects competing for capital with investments that are purely
business related. We would not support objectives and goals that by nature had
more to do with philanthropic issues than economic gains. We would not be able to
finish international environmental agreements if economic growth becomes the
fundamental keystone etc. Now let us first look at how we actually make decisions.

Choice — economics versus “points”’

We can include the economic side as an attribute/preference into the multi-attribute
model in which case the alternative with the highest number of points will be the
preferred alternative. However, this will probably in most cases are not the
preferred way to make decisions in a business situation which is why we could
make a point about splitting such decisions in two when it comes to decision
criteria — an:

B economic assessment of alternatives and a
B multi-attribute assessment of the same alternatives.
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Since we advocate the use of these two models to portray the consequences of a
decision — economics and “points” we must also define the criteria for making a
choice. Please take a look at the Exhibit below.

| Alternative A | | | Alternative B |
Best | Worst Best | Worst
Multi-attribute model Case 1l | Case 2 Case2 | Casel
Economic model Case3 | Cased Case 4 | Case3

Exhibit 12.8 Cases when employing two models for choice

From the above we can say that when we are to decide about alternative A or
alternative B there are four cases to consider. Case 1 says that alternative A is the
best choice compared to alternative B when it comes to employing the
multi-attribute model and likewise with case 3 when it comes to the economic side
of alternatives A and B. So (case 1, case 3) must then be the ideal situation and we
would pick alternative A since we assume alternatives are being mutually
exclusive. The same is of course true if we experience (case 2, case 4) where we
would pick alternative B.

The tricky part then comes when we have to decide about consequences being made
up of (case 1, case 4) and (case 2, case 3). This is where we would suggest the use
of “thresholds”. Such thresholds can be different. We could for example say that if
the economic contents just show small or no economic consequences of a decision
and e.g., the sustainable issues (“points”) show considerable positive consequences
we could vote in favor of a decision to go along. You could also match the two case
and look at the importance of the differences between the economic and multi-
attribute assessments.

Triangular assessments

It should be stressed that using multi-attribute models is intended to provide a total
view of all variables entering into a decision — excluding the economic perspective
for which we will use conventional economic measures; however, you could of
course use traditional economic procedures for assessing investments as well as
doing a SWOT analysis, competitive analysis or other in order to justify major
projects and investments. This doesn’t detract from the benefits of the multi-
attribute model. So, the triangular perspective will at the upper level have two
perspectives to deal with: a) an economic assessment and b) a multi-attribute
assessment.
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The social and environmental domains

The idea that we can somehow identify, measure and report social and
environmental issues and then consolidate these issues into formal statements is
very challenging. Most if not all of the disciplines contained within these two
headings can without doubt be an issue of interest.

Often however, specific interest will gather around certain issues. To a property
development corporation, it might be of interest how biodiversity will be affected if
intending to build a property in a specific area. To a carbon fiber manufacturer, it
might be of specific corporation it might be of interest to estimate figures associated
oil extraction and reserves. To a garment importing corporation the use of child
labor might be important. To a furniture manufacturer availability of Cuban
mahogany might be crucial and so on. So, issues will vary.

In general, we can say that any issue that affects the natural and built environment
in “a certain way” will be of potential interest and thereby a part of the social and
environmental domains.

FROM CORPORATE ASSETSTONATURALASSETS
FROM SHAREHOLDERS TO STAKEHOLDERS

FROMKPI'S

TOKSI'S
FROM ONE GOAL \ o \ A FROM CLOSED SYSTEMS TO
TOMULTIPLE © 7 OPEN SYSTEMSTHINKING
GOALS
FROM FROM SELFINTERESTTO
CONTROLLABILITY THE COMMON GOOD
TO STEWARDSHIP

THE UNLIMITED

; FROM LIMITATIONSTO
}. ¢ POSSIBILITIES
FROM EXTRINSIC VALUES
TOINTRINSIC VALUES
FROM PROFITS TO ETHICS
FROM MAXIMIZING TO
SATISFYING

FROM RAMPANTLIBERALISM
TO SUSTAINABILITY

Exhibit 12.9 The unlimited corporation — strategic thinking must move



Beyond the Brink-testkapitel-12

SUSTAINABLE STRATEGY MODELS

In a comprehensive survey of 9.000 global companies made by the UN Global
Compact in 2021 an effort was made to group companies into 4 different classes
according to Exhibit 12.10 shown below. The study was done the following way:

"Using Accenture’s Competitive Agility Index (CAI), we assessed the performance
of more than 9,000 of the largest companies globally on indicators for growth,
profitability and sustainability/trust. Using each company’s raw scores across these
indicators respective to their industry peers, we isolated four distinct segments to
identify various classifications of high-performance business and sustainability
leadership. We blended the respondents across the UN Global Compact-Accenture
CEO Survey with the entire CAl database to identify 173 overlapping companies.
These companies were classified into one of the four segments based on their
performance across each of three pillars against their industry peers in the wider
CAl dataset. Of these identified companies, 35% were classified as
transformational, 39% as vulnerable, 12% as transactional, and 15% as notional.

Our analysis dissects how the companies in each classification have responded
across the survey, and it identifies behaviors that leaders are taking. This approach
generated insights on attributes of transformational companies and how they
maintain leadership on both business and sustainability performance.”

Transactional Transformational
- Outperforming industry peers; ad hoc Combining market-leading financial
= efforts on sustainability motivaterd by performance with sustainability leadership;
g short term financial case turning sustainability to business advantage
3
g
g Notional Vulnerable
E Underperforming industry peers Externally recognized sustainability
on sustainability and on traditional leader, but efforts may not be rewarded
metrics of success through superior business performance

Sustainability leadership

Exhibit 12.10 Four categories of environmental performance

The four segments are classified according to the following:

Vulnerable:

Sustainability leaders that are underperforming their peers on traditional business
metrics. Their leadership position in sustainability may be vulnerable without
turning their leadership into a business advantage and greater value creation.
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Transformational:

Companies that are regarded as sustainability leaders that also outperform their
industry peers on traditional business metrics. These companies may be finding
ways to monetize sustainability and link action directly with a quantifiable business
case, thereby turning sustainability into a competitive advantage through,
potentially, transformational new approaches.

Notional:

Companies that are regarded as neither high-performing businesses nor
sustainability leaders, that underperform their industry peer group and are not
regarded as a sustainability leader by any of the three leading indices. These
companies may be struggling to devote resources to sustainability or may yet have
constructed the business case for action and are making largely notional efforts.

Transactional:

High-performing businesses that are not regarded as sustainability leaders. Their
action on sustainability may be prompted by a short-term, quantifiable business
case, but leaders may be unwilling to go beyond a transactional approach with
immediate and discernible payback.

From the outset we can claim that forming and implementing sustainable strategy is
something off the grid. It has sometimes been seen as an addendum that can be
molded into strategic models that’s in the basket. I don’t think that is the case. I
don’t think so because sustainability is a state of mind. It’s a conviction. It’s a belief
and it’s a passion It’s an issue that stem from a biological sentiment. This goes
beyond traditional thinking about strategy. Sustainability has all the traditional
hallmarks of a mega-trend — it’s pervasive, it’s necessary, it’s appealing, it’s
futuristic and it will be a vital part of future generations way of life.

The Triple Bottom Line

As stated before probably the most important model that has dealt with
sustainability is that of the Triple Bottom Line. This model claims that we not only
need to look at economic profits but must also deal with a social and environmental
bottom line. It was British sustainability guru John Elkington that coined the phrase
back in 1994 and it quickly grabbed hold of many corporations’ way of addressing
the issue of sustainability. While the economic part of the model is straightforward
the idea of working with a social and environmental bottom line becomes more
challenging. You could for once perceive it as a way to draw up an economic
statement or you could expand the concept of a “bottom line” to include more
issues than just an economic measurement of things — a carbon footprint,
millipersonequivalents of an LCA, an emissions inventory, a mass balance etc.
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Eco-efficiency

Environment

Sustainability

Business
ethics Environmental
ethics

Exhibit 12.11 The Triple Bottom Line

12.4 A SUSTAINABLE STRATEGY MODEL

In order to provide a vehicle for discussing organizational strategy in a sustainable
context we will use the following model shown below as a base. It provides 4 levels
that will enter the strategic process each level handled in a consecutive way. First
level consists of the raison d’etre of the corporation or in other words “why” are we
here? This element is by name the same as we saw in the model of conventional
strategy as depicted in the Exhibit in the preceding chapter. However, contrary to
this it's here more occupied with defining who we are rather than where we’re going
or what we do. It is directed towards the internal rather than the external — the base
we’re operating from.

This phase will encompass an entity’s values, ethics and culture. These three
elements combined with the biological sentiment we will claim make up the core of
any social entity and form what we here call the identity of an entity. Who are we as
an organization and who do we want to be — what should characterize this
organizations values? How are these unfolded through the ethical behavior of the
company? What kind of culture do we embrace? In other words, what is our
corporate identity — our organizational DNA?
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This level also deals with the biological sentiment representing the “feelings™ in
lack of a better word with which we are affected when shaping our identity.

The second level deals with what we should be doing. What is our future vision for
the corporation and how will it unfold? Which business areas, product or industry
segments do we want to maintain, terminate or develop? How are we structuring
the corporation in order to operate sustainably? These elements must be formed
with relevant scenarios of the external environment of the corporation in mind
identifying trends, weak signals, risks, societal developments etc.

At the third level we develop the directions to be pursued as a consequence of the
previous two levels. Goals are defined and strategies developed to support the way
forward. This phase must come up with a schedule that tells us “kow” we do things,
form strategies that are to be executed, and accompanied by specific goals to be
attained.

The fourth level documents strategic activities in “plans” that can be videos, on-line
documents, processes and procedures etc. in order to ease implementing the
previous levels as well as appointing specific key sustainable indicators (KSI’s).
These processes must be aligned, coordinated and balanced so that elements are
expressing a long-range view of corporate affairs. In short, this level tries to answer
the question of “when” do we do things in our corporation? This level deviates
from the planning level associated with traditional strategic planning due to the fact
that “plans” are not specified in years but rather in decades and most often will be
excluded of minute quantitative measures. These levels are not stand-alone, one-
shot, overall, non-changeable issues but should be seen as an organic mechanism
that are constantly monitored. It’s a gradually unfolding process of recognition or
“precision” of corporate basics.

However, there is one thing that has to be unchangeable, permanent and rock solid -
the first level of strategy! This does not mean that these elements should not be
challenged but once this level has dealt with the basic issue is to get the entity to
accept and implement changes that might be necessary if out of line with the
foundation laid out by the board and employees. An organization cannot allow
negative deviations from the culture it wants to promote, the ethics it wants to
pursue and values it claims to possess or in short, its identity.

At the center of these four levels will be the issue of sustainability as a common
denominator.
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SUSTAINABLE IDENTITY

The elements of values, ethics and culture as well as the biological sentiment could
be said to constitute the answer to the question of “why”. Why are we employed in
this corporation? Why are we making these products and producing these services?
Why do we like the people we are working with? Why are we passionate about the
things we’re doing etc.? In short, they form the identity or raison d’etre of an entity
and answer the basic question of “why” and this might just be the most important
question to ask being in an organization working with sustainability. When you find
out what is the right thing to do you have made an ethical decision in line with
sustainable values. When you find out the right way to do this, you have likewise
made an ethical decision if this strategy is in line with sustainable values. The
culture of a corporation is likewise a basic part of defining identity. A positive,
passionate, encouraging and optimistic corporate culture is a stronghold in a
sustainable setting. However, while values and ethics are related to the personal and
professional level culture cannot be categorized as such. It’s a basic way of life in
an organization comprised of its habits, history, norms, communication, stories etc.
So, identity has been marked by dotted lines and a green color in the Exhibit above
because it’s not an element of its own but comprised of the collected workings of
values, ethics, culture and a biological sentiment. An entity’s identity therefore is
the “raison d’etre”, the core, the basics of who we are and why we are who we are
in a sustainable organizational setting creating the basic foundations of corporate
essence and behavior. It works a little bit like Rubik’s cube. Once you move a
single piece of the cube, you’re also affecting the others. In other words, there will
be interconnectivity among values, ethics and culture. It therefore almost has an
unlimited range of how it unfolds in an entity setting.

Values

\

;-':.‘

~
S
IS

Culture

Exhibit 12.12 Corporate identity seen as a Rubik’s cube
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We can use Rubik’s cube in order to make the idea of entity identity a little bit more
operational. If culture is allowing people to engage by kissing each other at parties,
using sexist language or otherwise perform acts that could prove sexist and
transgress other people’s private sphere we can try to pinpoint this culture with
regard to values and ethics. If this is happening between an executive and a
subordinate some will interpret this relationship as being characterized by
unwarranted dominance on part of the executive in a way that does not reflect that
relationship congruent with corporate identity. Likewise, we could focus on other
issues such as communication, wastes etc.

Issue Values Culture Ethics
Kissing a It’s wrong to kiss
Non-sexist _man/woman another
: without consent at man/woman
behavior

a corporate party without her/his
is accepted consent
It’s wrong to talk
behind a person’s

Openness and Talking behind a

Personal . B . back — say it
communication honesty in PRSI S o i directly to
dialogues normal mode .
him/her or hold
your tongue
Waste is a . Waste is Waste should be
discarded of one A
resource minimized

way or the other

Exhibit 12.13 Using Rubiks cube to address corporate identity issues.

You will find that it’s cultural traits that often stir up identity, seldom values or
ethics. These are “givens” if you’ve done your homework; culture is comprised of
acts of behavior. There is a relationship between values, culture and ethics and we
want to make these relationships sustainable wherever possible. It therefore would
seem difficult to talk of these 3 sets as independent monoliths. However, identity
forms the way we make decisions, how we behave, communicate, relate towards
ourselves and others.

So, when employing the concept of entity identity proposed here you also leave the
idea of a corporation being synonymous with its product(s), industry, geographical
location etc. Values, ethics and culture are at the forefront in shaping identity. To
make a parrel to the natural world identity becomes a keystone species in a
corporate setting. So let us have a closer look at these three elements below.
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SUSTAINABLE VALUES

During the COVID-19 you would see people with a travel schedule of maybe
200-300 days substituting these with video conferences. They discovered that
things in fact could be done just as efficient and effective. Now doing video
conferencing rather than undertaking extensive and expensive travelling has for a
long been on the environmental agenda — it saves money, CO; emissions, time etc.
The reason why video conferencing has not been used to a larger degree stem from
failing corporate values. So, we will initially claim that values are of utmost
importance when promoting sustainable development in an organization.

The following basic characteristics can be identified when values are interpreted
from a normative perspective where values are:

M a sentence expressing a value judgment that conveys a negative or positive
attitude (taking a position or acting) towards material contents contained

B and therefore, underscores the validity of a normative principle that requires a
corresponding attitude and

B involves a prescriptive expectation that the receiver of a sentence identifies
with this principle in their attitude

As can be seen values then links with decisions in more ways. A positive or
negative component is necessary in order to choose among alternatives, and it
seemingly also forms a moral corrective when deciding in the sense that values
create a sense of right and wrong and validates doing right. It is, however, also
important to note the fact that values are multiple and therefore must be seen in
some sort of structure. It is here axiomatically assumed that:

W values are of importance to ethics when making decisions

B values constitute a topical area of its own

W values can be formed implicit in selecting company policies that recognizes a
company’s raison d’etre or identity.

Furthermore, it is assumed that values are arranged in a necessary time-independent
relationship to each other. The questions that follow from the above are relevant as
well e.g.: upon which values do ethics rests? Are such values compatible with
values associated with a sustainable ethic and under which conditions and
circumstances? Is there some kind of universal ethic/moral applicable to all or are
ethics relative to organizational level, culture etc.? Concerning the latter question
some argues that it is possible to refer to an organizational ethic in that the
organizational unit in every instance includes a decisional structure whose output is
formal or informal decisions. It’s further argued that even if ethics could not be
related to an organization the quest for an organizational ethic would still prevail
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since actions of individuals would flow into the decision-making process and
collectively would form a kind of ethic at the organizational level. Others argues in
favor of the possibility for operating with the concept of organizational ethics,
however, not dismissing the case of a personal ethic as a rationale for decision-
making. Others argue against an ethic distant from the personal sphere, seemingly
supported by existential psychology. According to this line of thinking an
individual possess an “inner” world that is not reachable but for ourselves. This
inner world would be instrumental for the formation of ethical behavior. If this is
“true” working with a conceptual idea of an organizational ethic would be difficult.
Similar arguments have been advanced by others. One could dispose of the
discussion by claiming it to be a semantic problem, and in the following ethics is
viewed from the point of an individual — personal ethics as well as material ethics.
When such normative sentences become elevated to a level outside of the
individual reference it will be turned into a “credo”, “code of conduct” or similar.
Arguments for this are among others that an individual cannot abstain from his own
ethic while he can concede or the opposite to an organizational “ethic”. We will
furthermore point to the fact that culture must be seen in this context. This means
that organizational and social culture must reflect these values and ethics.

To find out which values we are actually talking about we could ask: what values
ought to be considered in a sustainable organization? Taking their departure in the
Constitutions or Human Rights principles some people argue for the following
irreducible values at the individual level (top-level values):

human dignity
freedom

equality

justice

responsibility

a democratic principle
a subsidiarity principle

In order to make the basic values operational being seen as universal and unchanging,
cultural norms are formed that gives values an interpretational content dependent on
changes in cultural, economic and ecological perceptions in society and organizations
at large. This way a structure is created containing values (unchanging) and norms
(dependent on culture). They also imply dealing with an objective structure which
we here will define as ethics. This element says something about what we ought to
do (behave) and not to do. While capturing important elements, however, the value
thinking can of course be criticized since it apparently lacks (or implicitly defies) a
deeper layer of emotions, feelings, passions etc. that seemingly influences our ethical
behavior (e.g., the biological sentiment). Not recognizing such deeper layer will
ultimately reflect a weakened position when trying to understand and possibly
explain and predict such behavior. This is certainly the case when studying



Beyond the Brink-testkapitel-12

sustainable issues since compassion, affection, hopes etc. (intrinsic motives) often
are involved and commingled with ethics.

As mentioned before our basic behavior is or should be determined by our values.
Values are those basic elements that make us think and act in certain ways — set
directions and make decisions - according to what we believe is right, worthwhile
etc. Now such values are very hard to say something definitive about concerning
their origin. Where do they come from and how do they manifest themselves? |
would suggest that extremely complex cognitive processes in the brain — be they
founded in feelings or reason — together with cultural exposure, education, and a
basic sense of what’s right and wrong — inflicted with cultural elements - will be the
potential sources of our values. Specifically, | would suggest that the conceptual
value associated with sustainability stems from a specific biological sentiment that
enters such processes. Some people seem to have a certain vibrant sense for nature
like a string that is set in motion once it is plucked, while others might totally lack
this vibrant sentiment or preferring alternative values instead.

Values can change within our lifetime and the importance of such values change
and the circumstances in which they are being played out will change as well. Most
would value their children and grandchildren, spouse etc. as the most important
aspects of their lives. This is directly relevant within a business context when we
talk about sustainability. Assuming responsibility in a sustainable organization has
directly to do with the love for your children and the associated responsibility for
impacting their future. We do not consider ourselves as single independent
elements but interrelated parts of an ongoing chain reaction.

The only “real” thing that can make us detect such values “objectively” is an
entity’s actions. Words alone are not enough. Values are easily manipulated and
even actions can be misguided in certain instances. The only meaningful way is to
associate values and actions together in a coherent way if we are to judge whether a
person or a collection of individuals behaves ethically correct. Try taking a look at
Chevron’s basic value credo:

B Our company’s foundation is built on our values, which distinguish us and
guide our actions. We conduct our business in a socially responsible and
ethical manner. We respect the law, support universal human rights, protect
the environment and benefit the communities where we work.

It’s one way of shaping a value element of a basically non-sustainable entity.
However, there are two ways to judge Chevron according to this statement when
claiming to “protect the environment”? The first is if Chevrons activities are
sustainable per se and the second is to see if Chevron’s actions are in line with its
statement. Concerning the first Chevron is engaged in deep-water oil extraction all
around the globe as well as shale production etc. This in itself cannot be viewed
other than as an unsustainable activity. Concerning their activities in 2021 Chevron
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had 70 cases brought before them concerning environmental issues. One of these
pertains to Ecuador where the impacts due to its oil production — known as the
Amazon Chernobyl - are so severe that it has been fined 9,5 billion dollars in
compensation to 30.000 plaintiffs. So viewed according to both aspects Chevrons
values might seem out of touch with reality and its statement might need to be
changed according to that.

Our values must be arranged in a hierarchical order. What’s most important, what
is less important to us? It goes without saying that this is the hardest part because
arranging such values hierarchically involves a lot of trade-offs and shifting
circumstances. We could ease this process a bit by arranging values according to
preferences and utilities. So, if “sustainability” is a value then preferences is the
first level of qualifying sustainability e.g., “biodiversity” or “renewables”. Utilities
then is the second level of the process associated with biodiversity and could e.g.,
be “species richness” and “landscape or habitat variation” and utilities associated
with renewables could constitute “organically grown vegetables” and “organic
fertilizers”. Values seen in this manner then constitutes a series of hierarchically
organized concepts. Such issues once again would in principle be possible to break
down into finer and finer details. The idea of this, however, is not directly
hierarchal. To accommodate that we must use other means e.g., a formal use of
multi-attribute analysis. It would, however, in principle be unthinkable that your
lower-level values (e.g., species richness) would be in conflict with the overall
value (sustainability). With increasing number of values this hierarchical ordering is
admittedly made more difficult. Fulfilling your values and hence your preferences
and utilities might have a direct medical explanation. By doing that a substance in
the brain will be released — dopamine — and this has an intoxicating effect. You will
feel joy, contentment, happiness, fulfillment etc. So, there can indeed be a logical
explanation for trying to achieve your objectives and thereby fulfill your values. If
dopamine is released due to money you will go for the money solution. If it’s
released by acting in a sustainable way you will act this way. Of course, this is a
very crude way of thinking about values issues and elements such as fashion, peer
statements; exclusiveness etc. can all play a part. However, this does not detract
from the idea that working with values, preferences and utilities, ultimately is due
to major chemical reactions that go on in our brain that stems from our perceived
ideas of justice, beauty, richness, happiness and so on inserted into us during
cultural processes. In practical politics and among business leaders the utilitarian
way of thinking is probably predominant — compromises must be made. When it
comes down to money and/or power very few can resist. In fact, it’s almost seen as
an imperative. However, to people working in a sustainable organization this value
cannot be the raison d’étre. We must demand of the sustainable organization that its
guiding light must be that of purposive morals — of sustainable values. This of
course does not mean that we can discard the economic consequences of what
we’re doing but they have to be subjected to the purposes thought to be achieved.
We will call that line of thinking sustainable ethics. The two imperatives of
sustainable ethics can be articulated like this:
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B the dominant purpose of the entity must always be to promote sustainable
issues by preserving, protecting and restoring the environment

B the other dominant purpose is that of protecting the people that are part of the
activities undertaken by a sustainable organization (working environment)

The first imperative will promote measures taken to recycle and reuse resources,
minimize emissions and discharges, avoid hazardous and toxic substances, promote
activities associated with rewilding, increasing biodiversity and giving space to
wildlife, using renewables, changing diets etc. The second imperative requires us to
secure a safe working environment, develop people’s skills and education and
generally promote the ideas associated with these of the human rights declaration as
well as UN’s 16 sustainable goals. Underlying these dominant purposes are these of
earnings and growth. No organization can do without an acceptable rate of return in
order to be able to invest, finance and operate a business. Traditional growth,
however, should not be interpreted as an obligation but as an option available to the
sustainable organization aligned with sustainable growth. Growth for its own sake
has for so long been the dominant purpose of many organizations — “big is
beautiful”. In a sustainable organization growth should always be seen in the light
of the two dominant purposes of the organization.

As mentioned, we will claim that values are being expressed by a person’s
preferences and that those preferences are further qualified by their utilities.
However, not all preferences and utilities are sustainable so a sustainable
organization must from the outset determine what it means by sustainability, So, let
us have a tentative look at sustainable/unsustainable values.

The container of values which we briefly touched upon before constitutes the
dividing line between sustainable and unsustainable values and arranging these into
preferences and utilities we can point to some differences between sustainable and
unsustainable values — see Exhibit below. We must make this distinction when
working in a sustainable organization. It’s the backbone of sustainability. While the
ultimate conceptual value of sustainability might stem from a biological sentiment
reason or passions are probably both drivers when we try to derive preferences and
utilities. Is it reasonable to undertake logging operations in South America and
transport these logs to be used as biomass in Danish power plants? We must answer
this question with a “no” because we can relate such activities with sustainability
due to our capacity to reason and feel passionate about that.

One of the key issues to deal with is that sometimes the world is not black or white.
We have to accept certain issues that in isolation can look unsustainable but at the
upper level nevertheless will make sense. There will, however, been a threshold that
cannot be crossed. The ultimate job for a sustainable entity is to know when that
line is crossed.
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VALUES
SUSTAINABLE UNSUSTAINABLE
COMPASSION INDIFFERENCE
NATURE BEAUTY CULTURE
BIODIVERSITY MONOCULTURES
RENEWARLES NON-RENEWARBRLES
SIMPLE LIVING CONSUMPTION
ECOCENTRISM EGOCENTRISM
RECYCLING NEWABLES
EFFICIENCY EFFECTIVENESS
SLOWFOOD FASTFOOD
LOCALIZATION GLOBALIZATION
FOSSILFREE FUELS FOSSILFUELS
WOOD PRODUCTS CARBONPRODUCTS
WIND/SOLAR POWER COAL/OILPRODUCTS
DURABILITY THROW AWATY
REUSE BUYNEW

Exhibit 12.14 Sustainable and unsustainable values — examples

The Exhibit shown above can hopefully give a clue when talking about sustainable
and unsustainable values. We could e.g., say that we love nature’s beauty and that
we are compassionate about using natural products shaped by nature itself. In order
to be a little bit more specific about such preferences as that of compassion and
nature’s beauty we can try to be a bit more specific e.g., the joy you get from seeing
a wooden table with its fine texture, lines and colors rather than looking at a table
made out of metal or the joy of walking around in a pristine natural habitat etc.

We must, however, dig a bit deeper concerning the very basic of our values. What
is the true nature of such values? In order to do that, we would suggest using a
distinction between relative values and absolute values.
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Relative values (aesthetics)

To form relationships and to assess things, nature and people according to relative
values means that you will depart from some given circumstances when looking at
other people, forming partnerships, behaving socially, viewing nature etc. Now we
will set this into a more ethical construct. You might be born rich, good-looking,
male or female, a member of nobility and so on. Such differences do not form your
“values”, however. They emerge as result of former family members’ ability to earn
money, from the genetic pool of your ancestors, randomness, from prior glory of
your family members etc. So, in fact such constructs often considered as “values”
are not the result of what you have done but a result of circumstances that for you
are - or have been - out of control. So, if you would use such circumstances in order
to excel, be respected or secure an ethical validity you should not be able to gain
respect from others, because respect is not concerned with where you come from —
your “heritage” - but what you are and does — your opinions, activities,
relationships, your dispositions etc. - ultimately stemming from the values etc. you
possess or create. This has very much to do with controllability, the fact that it’s
you who control your values not others. So relative values basically stem from the
idea of comparison. Now we will put this into an ethical context.

Danish philosopher Soeren Kierkegaard would characterize this relative value base
as that of an aesthetic. Forming relationships etc. then according to the idea of
relative values would always be a question of comparing — looking for similarities,
differences, normality, abnormality etc. - I’m richer, better looking, more
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gentleman-like, member of the aristocracy, member of the board and so on. If you
follow that route you would end up in what Kierkegaard would call despair. You
would envy your friends who had a 14-day vacation on a tropical island, while you
were folding out your umbrella in 5° Celsius. You would be angry if a friend had
earned € 100.000 on the stock market while you lost € 1.000 etc. You would
disregard friends or family that was awarded an MBE and envy the fisherman that
caught a 20-pound salmon just in front of you and so on. In other words, your
relationships are defined by the differences and if such differences become the
guiding light, you’re in for trouble when forming sound sustainable thinking. Such
relationships become tied to the attributes of the “outside world” to comparing, to
differences, to quid pro quo in order for establishing formal hierarchies etc. and
relative values can manifest themselves as envy, jealousy, hatred, sexism,
subordination etc. Let us look at a couple of examples. When Sweden was to apply
for NATO membership in 2022, Turkey initially argued that it could not support
this. It considered Sweden to tolerate a terror organization — PKK/YPG — with
which Turkey has had several issues concerning the Kurdish minority in the
country. So instead of looking at the basic issue; would NATO be better off with or
without Sweden as a member state Turkey considered the matter from another
angle; had Sweden supported an organization that Turkey did not recognize and
that had created several internal problems in the country? The latter has absolutely
nothing to do with the basic question of Sweden’s potential NATO membership but
was articulated due to a simple case of bartering. Another example. When boxer
Roy Jones Jr. in 1988 were fighting South Korean Park Si-Hun at the Seoul
Olympic Games in South Korea he was robbed of his Gold Medal due to obvious
corruption by the jury who was deciding the outcome of the match. The reason
obviously to further South Koreas prestige in the champions list of Gold Medalist
Winners of the Olympics.

So relative values are a very basic human way of relating to others, but we will
maintain that in a sustainable context such values bound to the external world
should be suppressed and instead absolute values should substitute this way of
thinking and acting sustainably.

Absolute values

Having an absolute value base means it’s not the differences that matter but
similarity or singularity. When forming relationships, acting, deciding etc. based
on similarity you automatically remove the differences as the guiding light and
when no such differences exist the only thing that remains are absolute values —
your/the entity’s values. When removing such differences, you are able to enjoy
that your friends had a great vacation on a tropical island and earned €100.000 on
the stock market. It takes the breath out of envy, jealousy, comparing, coincidence
etc. and can pave the way for a much more productive way of forming
relationships. According to Kierkegaard this is the ethic type of person we’re
dealing with. An ethic person has the choice to decide between good and evil and
will be inclined to bring about the good. This will give the ethic person a
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fundamental calm, being positive, resting in him or herself and this provides for an
open and honest dialogue within the sustainable organization. Gone are “the nights
of the long knives”, slander, misplaced criticism, jealousy and hatred etc. and
instead a trustful dialogue can be brought about. By adhering to an absolute value
base, you would not begin to ponder about the thousands of places you could be in
right now but focus on the exact one place you are actually situated and act on
behalf of that fact. You are not sitting on a remote tropical island with a Pina
Colada in your hand and you have not earned €100.000 on the stock market. You
are right here and assume your position according to that fact. This is the ethic way
of thinking and acting becomes tied to the “inner world”. It is you who decide
based upon sustainable values upon which you base your existence and not what
others might say, do or might think about you or others that matter. So absolute
values will function like a sort of moral compass.

The key point is that respect is not — and should not be - dependent on what
circumstances you bring with you but how you manage, act or behave towards other
members of the corporation, family, society etc. and other people according to the
values and insight you possess and unfolds through your activities within that
group. Gone are the days of respect for “old money”. Gone are the days of respect
for family endeavors hundred years ago. Gone are the days of respecting a person
just because he or she is good-looking and so on. This focusing on the present
rather than the past, on you rather than your ancestors and on absolute values rather
than relative values was made very clear when Kenya Ambassador to the UN talked
about the colonial past of Africa in association with the Russia-Ukrainian conflict
when borders in Africa were drawn by the colonial countries irrespective of
religious, cultural, tribal borders etc. His message was that instead of correcting
these through endless wars it was the duty of the current generation to work with
what has been created in the past and save the African populations of endless
bloodshed.

Of course, humans possess both the aesthetic and ethic dimension; however, it’s
important to note that while relative values will be present, they will not form the
guiding light of your doings. In the sustainable organization the ethic type of person
should be the preferred type of manager/employee. The Germans use the words
“schein”/“sein” or “kennern”’/“kénnern” about this type of dichotomy and such
concepts coin the basic idea very well.

This ideal will not be brought about without sacrifice or even change of culture or a
cognitive transformation. Money for example is a very visible exchange device for
power, respect and servicing in many countries that sometimes manifests itself in
ridiculous events. Nobility has for long been a dividing line between social classes
in the UK. Looks have been paramount in the US movie, broadcasting and
recording industry. Fashion has been a hallmark in the French and Italian culture
and so on. If being a part of or doing business in such cultures, you will have to
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address these issues. You can do it by “barking with the dogs” or you can do it by
adhering to your own values. The choice can be hard to make since culture

— including group behavior - is of paramount importance when doing business and
having a social life. However, it’s a choice you have to make. The only thing you
cannot do if being a sustainable organization is to try to hide it behind the saying:
“different roles for different occasions”. That would make your ethical
responsibility relative.

If you think democracy is a good idea — a basic value - would you then trade with
China? If you knew about how nobility was brought about in the UK? If you knew
how the “MeT00” movement came about in the US and if you knew about the way
fashion are formed, you would probably not want to respect the underlying issues in
the first place anyway. Understandably this sometimes represents huge problems of
various sorts for an entity to tackle — ideals are not cost-free and sometimes
compromises have to be made.

Per

Exhibit 12.16 What are dreams made of?

Not so long ago some weed had spread in my driveway and my friendly neighbor
asked if she should spray the driveway with chemicals next time, she sprayed her
own? This would of course make it somewhat easier for me if | agreed instead of
having to dig the weed by hand myself. We will use this everyday situation to make
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some more generalized conclusions about values. The spraying offer story tells us
that values ultimately are turned into decisions and that the subject of a decision is
the individual human being. It also shows that values are linked with consequences.
Values cannot be decided by others but you within your own cultural context and if
separated it just becomes words or even hypocrisy. It follows that such decisions
will have consequences that could be pleasant or unpleasant for you so the idea of
maximizing your own personal (economic) benefits is not a relevant option which
basically takes the breath out of the idea of utilitarian thinking. The benefits you try
to achieve must not be directed towards you in the classical sense but always seen
in the light of sustainability. To draw from the thinking of Immanuel Kant; it’s an
imperative. As might be obvious this is an ideal and may have to be softened in a
practical context.

Whereas the group and societies are relative concepts the individual is an absolute
concept. It’s the final destination concerning responsibilities. Values are
furthermore a special kind of human invention designed to regulate behavior
between individuals in order to become acceptable to society, to groups of people
or to other individuals or to differentiate yourself from these. In every culture there
are certain lines that you do not cross and there is a certain kind of behavior that is
welcomed. During various époques in human history our way of behaving towards
each other has changed e.g., from when the Vikings conquered land in many parts
of the world up until now. This is a consequence of changed culture and values. We
do generally not conquer land by means of war anymore. Women are equal to men
nowadays and people are not sacrificed to Gods anymore. This leads us to stress the
fact that values are deeply related to culture as well as ethics. The core of an
individual is his or her core values. These are the ultimate reasons for setting goals,
for making decisions, for behaving and for experiencing and judging the
consequences of these. Such values can contain the money and the power elements,
but mostly these are just surface values in a sustainable context. We need to dig a
bit deeper. The beauty of nature, experiencing biodiversity in an ecosystem, the joy
of a clean street without any rubbish laying around, the absence of the sufferings of
animals, the color of the flowers, the fulfillment of fishing along a pristine river,
building friendly relationships with others etc. will be examples of such core values
of sustainability in action.

The concept of corporate values is often an issue that seemingly takes the back-seat
position when forming strategy — sometimes even to be copy-pasted from others. It
more or less gets regarded as the official “business card” of the corporation but
since it’s at the very heart of corporate culture and decision-making processes it
deserves to be brought to the forefront when dealing with corporate strategy.
Corporate values forms — or should form - the very basic fabric of corporate life.
They are the essence of what people working in the corporation stands for, how
they act, and how they communicate and disseminate information. So, in that
respect corporate values are therefore of utmost importance — it should be the basic
business card of each employee. Let us give a couple of examples:
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CASE — NOVO NORDISK A/S — “ESSENTIALS” AND TOSHIBA VALUES

Danish medical corporation Novo Nordisk provides an example of explicitly stating
core values - called “essentials” - in their financial statements 2019:

Example — values (“essentials”) of Novo Nordisk

“Novo Nordisk’s 'Essentials'

1 We create value by having a patient centered business approach.
2 We set ambitious goals and strive for excellence.

3 We are accountable for our financial, environmental and social performance.
4 We provide innovation to the benefit of our stakeholders.

5 We build and maintain good relations with our key stakeholders.
6 We treat everyone with respect.

7 We focus on personal performance and development.

8 We have a healthy and engaging working environment.

9 We strive for agility and simplicity in everything we do.

10 We never compromise on quality and business ethics.”

Another example of stated values would be Japanese Toshiba whose values are
described in 4 elements:

“Our Values of the Toshiba Group:

B Do the right thing. We act with integrity, honesty and openness, doing what’s
right— not what’s easy.

B ook for a better way. We continually strive to find new and better ways,
embracing change as a means for progress.

B Always consider the impact. We think about what we do will change the
world for the better, both today and for generations to come.

B Create together. We collaborate with each other and our customers, so that we
can grow together”

The costs of not embracing corporate values can be huge. The Volkswagen
nightmare of inserting an illegal piece of software into its cars in order to look more
environmentally friendly now has flipped costs to the other side of 200 billion
Euros for the Volkswagen conglomerate. No chain is stronger than its weakest link.
These words will be pertinently clear to the VVolkswagen Board. That is why it’s so
important to create a set of shared values that people can act upon within a
corporation. Otherwise, it might end up in a tragedy like that of VVolkswagen.
Corporate values are statements that should funnel into daily corporate life — when
investments are made, when new orders are taken, when hiring and firing
employees and when dealing with authorities, customers, suppliers etc. They are
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permanent in nature, they are prescriptive, they pervade all corporate life and will
form part of the raison d’étre or identity of the corporate entity.

As stated before corporate values are not drafted by the corporation itself but by its
individual stakeholders, especially its owners and employees. This might seem self-
evident, however, is of profound importance. When for example Danish Maersk, in
2018 decided that it would aim at being CO2 neutral in 2050 it more or less shifted
its whole basis of operations from being a corporation that emitted huge amounts of
CO; that roughly corresponded with Danish emissions of CO», to a corporation that
is at the forefront of technological developments when it comes to reducing CO;
emissions when transporting cargo around the world. This shift in values from
being a heavily pollutant corporation to being a sustainable organization will have
profound effects on the life of the whole corporation. The former chairman and
owner of Maersk called it “due diligence”. So, basic and “true” corporate values
can in fact — and most often will be - inherited or passed on through time. It’s the
soul of the corporation and a cornerstone of first level strategy.

It is values that (should) shape politics, corporate directions and goals, social
relationships and other. Values can be founded in religions, ethics, the declaration
of human rights, laws etc. and for each of these forces different answers will be
available for dealing with questions such as abortion, foodstuffs, profits, wages and
most other issues. Should we give “legal rights” to trees, mountains, rivers and so
on, so that they in fact could be part in legal disputes? Should we include
externalities when we try to calculate the economic consequences of a corporate
project? Should we allow our employees to wear a nigab when dealing with
customers?

These are the types of questions that require us to consider which values we are
actually employing when doing business. To explicitly state corporate values will
therefore give you an important clue as to what this corporation stands for and its
actions and interactions will show to what extent they are living up to their own
standards — their values. Such values come in many disguises — credos, corporate
objectives, value statements and other but no matter what wordings are used - they
are at the very heart of corporate life. The basic element of the sustainable
organization is its relationship with nature. Truly sustainable behavior is not caused
by power but by the quietness of nature. It is not caused by money but by the
beauty of biodiversity. It is not spurred by envy or jealousy but by contemplation or
even insight.

It contains those eternal elements that make us the best of human beings, not the
worst: empathy, mindfulness, ethical behavior, due diligence etc. and the impetuous
or source of such keywords comes from the natural world, not the material world if
being a sustainable organization — and they transcend into our basic values.
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Measuring values

All people have a set of values and it’s those values that theoretically decide why a
person does what she does when thinking and acting. A Star diagram can be useful
as a vehicle for measuring such values.

COOPERATIVE

EMPATHETIC _ POLITICAL VIEWS

RELIGIOUS EQUALITY

Tk )’ SOCIAL

VALUE DRIVEN

Exhibit 12.17 A Star-diagram for revealing 8 basic values - example

The Star-diagram tries to capture a person’s values — here on a scale of 1-10. To
acquire a 10, you must be fully in line with an entity’s own basic values. Scales
could be arranged in several ways. If your corporations prefer employees and
managers who subscribes to a right-wing liberal policy that would mean that a hard-
core republican would receive a 10 while an ultra-left-wing radical would obtain a 1
etc.

Points indicated should not reveal a corporation’s own values to prevent “copy-cat”
effects. This also pertains to the words used when describing the qualities of the
scales. The questionnaire can be used both to people already at the company as well
as those seeking employment, suppliers, customers etc. So, it’s an attempt to
assemble a core of people - inside and outside of the organization - behind a set of
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corporate values. When choosing your financial partners banks with a pronounced
set of sustainable objectives should be chosen. Customer segments with a green
profile should be targeted. Suppliers that have an 1SO 14001 environmental
standard in place should be preferred and so on.

Normally you will find a distinction between the private sphere and the business
sphere of people. The Star-diagram tries to reveal the differences between stated
values (the Star-diagram) and the values actually employed in real business
situations (one’s actions). If you state you subscribe to being “green” and is
employed by a company that will cut corners when it comes to the environment and
do not have any environmental standards or policies in place there is a good chance
that you: a) should look for another job, b) enters the state of a possible whistle-
blower, c¢) could stir up things in the company.

On the other hand, revealing the basic values of people will make it a lot easier to
collect a group of people that fits with basic corporate values. Now, this sort of
inquiry does not have to be identified to individuals. They can be conducted
anonymously and nevertheless provide a valuable insight into basic values of the
people or groups in question. “Get their hearts and you will get their brains!”

Now, it should be taken into account that in some countries legislation will ban this
type of investigations. However, if such questionnaires are made anonymously,
they will probably pass through. Likewise, you should be aware that it takes a
certain “maturity” to conduct such an investigation and the discussions following it.
It could be like open Pandora’s box. Many people will consider basic values such as
religion, sexuality, politics, equality etc. as matters that belong entirely to the
private sphere that they might not even share with close friends or family. Since
such values are the basics of a person’s doings it would somehow be “a miss” if
these could not be openly and honestly discussed without adverse effects.

The Star-diagram should not be used as a tool for debating at a personal level but
rather as a source of enlightening. If it turns out that e.g., 90% of Board members in
a munitions factory are dedicated opponents to sales of firearms for private use
there could be reason to ponder about the Boards commitments.

Instead, we are seeking to see if there is an alignment of personal values and
corporate values. This is often done in an informal way but using a Star-diagram
will more clearly portray persons or a group’s values and values are at the heart of
strategic processes and their implementation. It all boils down to getting the right
people working together to achieve mutually accepted objectives. The Star-diagram
can help in doing that.
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Exhibit 12.18 The biological sentiment — where does it come from?

SUSTAINABLE ETHICS

Ethics is the second element of first level strategy and consist of a normative
framework upon which the entity acts. Its inherent foundation is the values
identified by the organization. However, ethics is an issue that is confronted with
opposing issues. This can mean that an entity will be forced to weigh negative and
positive consequences associated with a decision. If you consider removing a dam
and a power plant it can mean you will have to consider job issues, economic
issues, natural sites, biodiversity issues, historical and cultural issues and so on.
Some of these consequences will be in line with sustainability, some will not. This
also stresses the fact that ethics must be founded in values and an overall view of
the world. Otherwise, there is no means for deciding what’s right and what’s not.
This also implies that economics cannot be the sole criterion for making decisions.
We will have complement economics with other models. Later we will dig a little
bit deeper and present the multi-attribute model as a viable alternative or addendum
to making purely economic decisions.

Ethical behavior must be directed towards yourself as well as others. It’s basically a
question of “walking the talk”. If not, ethics becomes hollow, hypocritical or maybe
even opposed to the ethic suggested. You cannot urge others to stop throwing
garbage in nature if you do that yourself. The key point is that in order to become
ethically liable you must be involved in a decision to which you concede or be
responsible for carrying out such a decision. The decision can materialize in the
way you talk to people, the activities you undertake, the viewpoints you hold, carry
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out decisions etc. This marks the dividing line between being individually
responsible or not. But can we then assume responsibilities without the ethical
element? The answer is of course yes! We make a lot of decisions without being
forced to make ethical judgments. As an example, the German fighter pilots under
WW I might not have been responsible for mass extermination of Jews but they
were anyhow a part of the Nazi regime that ultimately undertook such atrocities and
was an important element in making the Nazi war machine run as smoothly as
possible. It is, however, neither practical nor ethical justified accusing these fighter
pilots of such acts of atrocity if they had or could not have any knowledge about it.
They and the German nation must anyhow assume a historic responsibility for such
atrocities. Otherwise, it would not give any meaning to the perception of a nation’s
history. The same would be true of the Vikings murdering innocent people
everywhere they went back in the 1000" Century. It’s a part of Danish history and
only time will make such historic events digestible for people to approach.
However, none of these issues are concerned with an individual’s ethical
responsibility for which he or she hasn’t been a part or could not know about. So,
ethics cannot be stretched to accommodate responsibility for consequences for
which you have had no involvement. This might clash with the judicial approach to
ethics. In some US states, it is possible to convict e.g., a person participating in a
bank robbery where a person gets shot and apply the death penalty despite another
person involved fired the shot. Here our conception of ethics parts its way with the
legal definition of consequences and associated responsibilities and punishment.
Let us illustrate this point with another example — the Terma corporation.

CASE - THE TERMA CORPORATION

The TERMA Corporation is the largest manufacturer and exporter of weapons
systems in Denmark. Recently it has been found that their radar systems have been
used in the war in Yemen violating human rights. Is TERMA ethically responsible
for this violation? The answer must be “no” according to the definition we’ve been
operating with! There is of course no doubt that the use of their radar system has
been instrumental in committing acts that violated human rights. Nevertheless,
THERMA can conceptually never be held responsible for this in an ethical sense. If
we want THERMA to become involved, it must contain a question of whether or
not THERMA wants to supply weapon systems at all instead of focusing on
friendly uses of their technologies and banning military installations. This is the
ethical question that THERMA must deal with. Otherwise, it would similarly be
possible to convict a supplier of ammunition for pistols for every murder that was
committed using such a weapon. This does not exclude making e.g., supplier chains
responsible for activities within the supplier chain for environmental issues. It’s just
not an ethical question. You cannot be held responsible in an ethical sense for
anyone illegally dumping toxic substances into a nearby creek if you did not and
could not have any knowledge about it.
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Exhibit 12.19 Peoples perceptions differ

So, ethics must make up a coherent and logical set of values, goals, decisions

and consequences implying that ethics in our understanding are not associated with
religious dogmas but derived from reason maybe even a biological sentiment.
Ethics is not linked with the military chain of command, political parties or social
structures or other. Ethics is dependent upon culture and values and are expressed
through the decisions taken and their consequences. An individual can never be
held ethical responsible for decisions and their consequences made by others but
him or herself. Ethical responsibility first enters if he’s carrying out such orders or
conceding knowing the possible implications.

So, basically ethics is concerned with doing the right thing (values and directions)
the right way (decisions and consequences) critically dependent on what you
consider to be the right thing and the right way within your social and cultural
context. This does not imply that it’s you who decides whether a thing is wrong or
not but whether or not your goals and their consequences falls within the range of
sustainable ethics. We will furthermore claim that sustainable ethics is unlimited in
the sense that there are no loopholes for avoiding an ethical responsibility. It must
pertain to all situations, no matter what circumstances are. In other words, it must
be an imperative in line with the Kantian ethic.

If only considering values, we are confronted with an idealist. If only assessing
consequences, we are dealing with a pragmatist. We need to join these two and
when we do, we will frame it “sustainable ethics” founded upon the ideas sketched
out above. So let us close in a little bit more on sustainable ethics according to our
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understanding by elaborating a bit about values. Values consist of a container with
preferences arranged in a hierarchical fashion.

DECISION

Exhibit 12.20 Ethics — involving values, objectives, decisions & consequences

Exhibit 12.20 shows 3 other main elements besides values when assessing the
ethics associated with a given event — objective (direction), decision and
consequences. The objective concerning an ethical issue must always be seen in the
light of values and a decision to go ahead must be a result of this objective. Let us
assume that a decision can be associated with two different consequences -
consequence 1 and consequence 2.

Taking a simple example, let us assume that you can have a fishing rod built out of
splitcane (renewable resource) or out of carbon graphite (hon-renewable resource).
You think that using renewable resources is a good idea (values). Your idea is to
acquire a rod that lets you make long casts, drill the fish conveniently, is durable,
cheap and has a high tension. Now you must decide — either you buy the splitcane
rod or the carbon rod (decision) and then proceed with your salmon fishing
activities and associated consequences (consequence 1 and 2)? It’s pretty clear that
the splitcane rod will fit your value of using renewables since carbon rods are made
out of non-renewable resources. Your first objective - promoting the use of
renewable resources — is fulfilled but on the other objectives (long casts, durability
etc.) you will favor the carbon rod. So, in essence you initially have two conflicting
objectives. What is the ethical choice to make here? In fact, there is only one
choice to make from an ethical point of view and that is to buy the splitcane rod
(consequence 1). If you buy the carbon rod (consequence 2) you would be in
conflict with your own values. Your decision would in essence not reflect those
values. It would therefore be an unethical choice to make. Only if there is a logical
connection between all elements in Exhibit 12.21 can we talk of a truly ethical
event reflected in your decision and its consequences. From an ethical point of
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view, you must step down from having all your objectives fulfilled to accommodate
your values because consequences associated with 1 (renewable) and

2 (non-renewables) will be different — compatible or incompatible - when related to
your values. The example also pinpoints the fact that values — and
objectives/directions - must be arranged in a hierarchical fashion. Your own
preferences (objectives) concerning the two rods must be subordinated to the
sustainable value of using renewable and that is one of the hardest things to do — to
drop potentially personal benefits to achieve a higher good since human beings
often basically are considered self-centered, egoistic, preference maximizing
entities. This will require a cognitive shift of identity.

Another key point is that if you do not make the decision, if you do not draw up the
directions and if it’s not your values that are in play then you cannot possibly be
held ethically responsible for any of the associated consequences. It’s not an ethical
issue for you. If you’ve won, the carbon rod in a competition or have got it as a
Christmas present you cannot be held ethically responsible. We would furthermore
claim that if just one piece of the chain in the Exhibit is broken by others, then you
must be exempt of any ethically related responsibility. The opposite is true if it’s
you who break the chain. Then any violation of any of the related elements in the
chain would cause you to be ethically responsible for your doings. So, in essence
the only time you can hold a person ethical responsible for violating this is if you
act contrary to an ethical conduct defined by the elements in The Exhibit.

Yet another issue is that of the free will. In order to be ethically responsible, we
must axiomatically adopt the idea of having a free will. If this condition is not met,
you cannot be held ethically responsible for any activities. This point to the vital
importance of the decisional context. If others — the state, a group, a gang etc. —
have made the decision, free will is impaired if you do not happen to concede with
such values. The free will must be supported with what Habermas calls the “ideal
speech situation”. In other words, we must make sure that the process is based upon
respect, and respect is something that is granted to you - not to your ancestors, not
due to hereditary titles or family fortune etc. but to you due to the qualities you
possess, the accomplishments you 've undertaken, the projects you 've implemented
etc.

Yet another issue is that of knowledge. This links itself with the judicial concept of
culpa or guilt. If you did not have any knowledge and could not be expected to have
that knowledge of an unethical conduct, you are not liable for any unethical
behavior. To put this point to the extreme, if you did not know or could not know
that dumping toxic waste into a nearby creek would be detrimental to the
environment you are in principle without any guilt. It goes without saying that it
would be hard to lift such an argument if your mental faculties were present in just
minor amounts.
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A further issue involved is that of the group. We know that group pressure or group
dynamics is a phenomenon that exists and can put a strain on the individual. Do you
dare to express your own opinion, or do you stay silent and let the group speak on
your behalf despite you might disagree with the values expressed by the group? The
easy way out is of course to ride with the tide. It can take a lot of courage to oppose
group behavior or group values being social animals. We also know that this can
result in a spiraling circuit; the more friends you have the more you’ll likely get.
The more money you have the more you will add, the more “likes” you get the
more popular you are and so on. This is created purely by group dynamic processes.
If you disagree and don’t oppose wrongful group behavior, you’ve violated the
basics of ethical behavior and Habermas’ ideal of free speech spurring apathy.

There will obviously be grey shades involved. As an example, let us look at the
COVID-19 pandemic. One of the issues here confronting politicians is when to
open up a society. Two main issues here are:

B whether the level of the contagious virus and hence the number of deaths of
primarily older people is under control and:

B the economic consequences of keeping a lock down of society. Which of these
two purposes (minimizing deaths or keeping the economy afloat) should take
precedence from an ethical point of view?

There is no apparent logical answer to that other than a prioritized set of values by
the individual human being — here in particular the political representatives. If the
well-being of other people is a value, you prioritize over economic considerations
the choice is obvious.

Finally, it should be stressed that ethical conflicts will often be present in most
decisions. The key question here is if you’re willing to step down from personal
benefits in order to secure the common good. If you do not favor decreasing use of
fertilizer because yield and profits will be lower, it’s because you cannot separate
your own values in order to provide for the common good. This stepping down is
an important issue when ethic confrontations arise.

Personal and professional ethics
The American environmental lawyer and founder of the Worlds Resource Institute

(WRI) James Gustave Speth is quoted for saying:

“I used to think the top environmental problems were biodiversity 10ss, ecosystem
collapse and climate change. | thought that with 30 years of good science we could
address those problems. But | was wrong. The top environmental problems are
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selfishness, greed and apathy and to deal with those we need a spiritual and
cultural transformation.”

I think he’s right and if he’s right we must in particular link sustainability to the
workings of human beings’ values. “Selfishness, greed and apathy” are very much
linked to such values and ethics, and we can furthermore claim that the individual
human being is at the center of things. It is he who affects nature, it is he who forms
societies, and it is he who assembles organizations to perform work. Ethics have
been applied to behavior towards most objects - animals and the environment,
human rights, laws and regulations, business and economics, social group behavior,
generations etc. so the objects of ethics is diverse and comprehensive.

Preferences

Alongside the idea of utility — see below - the concept of preferences is at the heart
of the matter. We prefer something above other “things” when making choices. In
other words, our preferred decisions can be seen as those that add the most to our
preferences/utilities. Sometimes it is argued that such preferences must be ordered
in a hierarchical fashion, so the best decision is the one that give us the highest
utility and the next best decision the one that give us the second highest utility and
so on. Only in classroom sessions is it probably possible to arrange preferences in
this way. In real life preferences are multiple, contradicting, illogical and dim
whose outcomes are often very hard to predict or even measure.

Though stemming from philosophical oriented macroeconomics, the conceptual
idea of utilities and preferences also have merits when it comes to exploring the
world of sustainability. People advocate banning glyphosate — the active ingredient
in RoundUp. However, it’s a good question to ask whether this is because their own
utility increases, because of expected economic gains, due to the extra feeding of
millions or because they actually think the nature of the world and its people would
be better off without glyphosate entering into our groundwater? That is: can a
person have preferences that actually are not tied to his/her own well-being
(individual preferences) but rather sees the issue through more large-scale glasses —
to the benefit of the world (collective preferences or the common good)? If we were
to answer yes to the first question our moral might just as well be considered non-
existent.

Of course, we act on behalf of others be it our children, parents, employees or
others and though you could interpret it in the light of a highly egocentric person, it
seems more in line with reality that we can indeed act as human beings who are
capable of responding to demands outside of our own self-interest. In that sense
there is a huge gap between the 1700™ Century philosophical recognition and that
of the modern world.
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Things have changed and such change must be reflected through our conceptual
understandings. Though small, piecemeal and gradual they anyhow constitute
change. We are moving away from the “me” perspective to the “we” perspective —
the common good. It might be regarded as an illusion by many right now but that’s
the direction we’re moving towards when advancing sustainability.

Utilitarian thinking

Psychologically the idea of utilities is based on the ideas of a person “feeling good”,
“achieving something”, “experiencing positive effects”, “joy”, “happiness” etc. In
other words, it’s a plus word. Algebraic it’s founded on the notion of “adding”. The
more points you add the better. The concept of marginal utility refines this fact in
that it forms a decreasing utility as more is added. The first cake might taste good,
but the 12t cake might make you throw up. A lot of research has gone into the idea
of exploring what utility is all about. Up until now research is actively exploring
what kinds of utilities are stimulated in the brain when rewards, incentives and so
on are presented. So, in order to know about our behavior when driven by utilities
we must understand how the brain functions. In other words, there is a relationship
between natural science and social science made explicit by the use of formal
science.

Traditionally, utility is closely associated with a 1:1 relationship between an entity
and the issue in question. In other words, an extrinsic relationship must be
established e.g., we must know what a pound of apples cost, the costs of providing
healthcare, the costs of preserving a nature reserve etc. However, we also know that
this is not always the case when we talk about utilities. You could argue that
protecting a species from extinction might be a case of intrinsic utility. This means
that we are not able to put any value — costs or benefits — to a given issue and hence
not evaluate or measure its traditional utility. In theory then utility becomes
infinitely large or small. Not everything has a price! However, this is a theoretical
statement removed from reality in some cases — not all — but in some.

Personal ethics

Ethics is basically personally oriented the only threshold being that of the human
rights declaration and ultimately the constitution of a society. Though you might
support black supremacy and establish directions and carry out actions that’s in line
with your values this would anyhow violate this threshold and any values, and
actions that do that are unethical. We will not distinguish between different areas of
ethics e.g. business ethics, bioethics, Christian ethics etc. In order to clarify the
conceptual foundation of ethics we will use the following Exhibit 12.21 to derive
this clarification. This model relates to personal ethics in order to explain the
elements that will characterize that person as being ethical or unethical.
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Exhibit 12.21 Vital elements and processes in personal ethics.

Basically, we will say that the ultimate outcome of behaving ethically is respect or
acceptance - from yourself as well as others by doing the right thing right. Human
beings come as a “package” that basically differs in two respects:

1) you carry some “preconditions” with you — color, inherited titles, family
fortune, ethnicity, looks, gender, upbringing etc. and

2) personal achievements and attitude that is the results of your own efforts
resulting in wealth, position, friendships, income, assets etc.

We will furthermore claim that there is a difference here that we will have to adjust
to when discussing ethics. You cannot be respected or accepted in an ethical way
due to the preconditions you carry with you. Whether you are a king or have
inherited 1 billion Euros doesn’t bring you that respect because respect and
ultimately ethics must be judged according to what you have done and what you are
- not what your ancestors have done or were. When we make that judgment, we will
claim that arranging such preconditions are based on the idea of comparison.

The idea of comparison as the main vehicle for ethical disputes and controversies
are readily available - religious differences, different conceptions of the role of

money and power, status, brand awareness, gender issues and so on. Following in
the steps of comparison will be issues such as envy, inferiority, bitterness, loss of
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respect etc. This is so basically ingrained in human nature that it almost becomes a
sort of generic trait but thinking about such issues makes them come to light and
we’re then hopefully able to handle such issues in a better way. The issue of
comparison is what leads us to judge other people according to financials, looks,
skin color, ethnicity, position, gender, sexual orientation, political observation and
so on and the idea of comparison rest on two pillars — that of your own self imaging
and that of the norm. It should be obvious that according to an ethical perception
this is wrong and if you do condone such ideas of comparison for ethical judgments
you are on the wrong path if ethical behavior is important to you — and it should be
to a sustainable organization.

When making such comparisons you will employ scales. Is he or she better looking
than me? Has he or she achieved an MBE which | have not? Does he or she wear
smarter dresses than I do? Is he or she richer than | am? Does he or she make more
money than | do? This is the conventional way most people position themselves
with regard to other human beings — by way of comparison by looking at your own
position and by confronting this with the “norm”. When making such comparisons
we use scales that ultimately are related to our personal values. If you consider
yourself as a defender of democracy you will probably not view North Korea as an
example to follow. If you think that money is the most important thing in this world
you would probably give respect to people with “old money” and if you think that a
Gucci handbag are creme de la creme you would probably admire a person who
wears this handbag. We will claim that ethically preconditions when being
considered through the lens of scaled values can never bring you respect from an
ethical point of view — it’s confined to the aesthetic sphere. You will acknowledge
these as facts of life and then “place” your observations in a box which we here
have named Status Quo. Some issues are furthermore not relevant from an ethical
point of view e.g. sports. So, the only way you ethically can gain acceptance and
respect is through personal achievements and the personality you bring to the table.
These endeavors will either be accepted and bring you respect from an ethical
perspective, or they will not be accepted as an ethical correct way of approaching
an issue and therefore bring you disrespect and be unacceptable because it’s
unethical.

Another issue at the personal level is how you respond to unethical behavior. If
someone kicks your but, use sexists’ language or gestures, is abusive, violent or
make offending remarks? What do you do? Well, from an ethical point of view you
should be in the driver’s seat so in a sustainable organization you should not kick
the other person, not use sexist language and not make offending remarks just
because another person is doing that. This would make your value base relative, and
we require absolute values when performing ethical behavior. Instead, you should
make the person aware that he has crossed some lines that you define and
respectfully the other person must accept that these are your limits and back down
from future unethical behavior. It is in fact what the Christians mean when they say,
“turn the other cheek”™. If repeated you must go to your superior to discuss the
issues, use whistleblowing or ultimately leave the corporation. Violence and
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abusive language should never be used in a sustainable organization. So, the basic
idea of “an-eye-for-an-eye” is absurd in the ethical sense we’re using it.

Professional ethics
Now let us switch from personal ethics described above to professional ethics. Here

we will ask the question of whether a professional organization’s directions and
goals - as well as consequences that follows from these - are ethical or unethical.

To pinpoint the idea of ethics we will use three basic steps of the decision-making
process and explain it that way. The basic idea of a decision-making process
consists of:

B setting directions (objectives) and goals,
B deciding and implementing and
B assessing the consequences of these decisions.

The first part of this process is shown in a little more detail in the Exhibit. below.

DIRECTION Goals

Exhibit 12.22 Setting directions/goals and ethics

If leaving out the finer details of strategy, we can axiomatically state that our values
are the ultimate point of departure when setting directions and turning these into
goals. Do you value money, nature, a clean environment, safety issues, power,
social responsibility, position, market share etc. All of these will determine your
directions/goals.

As is obvious some of these values, and directions can be conflicting, congruent,
important, and contradictory and some will be unethical, and some will be ethical
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and we will focus on the latter two here. We will claim that in order for a
direction/goal to be ethical in a corporate setting it must be in line with your
personal values. If proclaiming that you’re an ethical and sustainable organization,
you cannot establish investment directions that have to do with exploration
activities for establishing new coal mines in Australia. If you claim that you want to
protect wild animals, you cannot condone animal testing in the medical industry
etc. The same pertains to transporting anglers to a Russian river. If you claim your
corporation is sustainable and invests in windmills as your main source of energy
your values and your objectives will match — it’s an ethical correct investment
direction to set. The key point is values. As you probably will know this model is a
theoretical construct. In real life some compromises have to be made and it’s not
unimportant which comprises are made in a sustainable organization.

If we look at the implementation and consequence issues associated with the
decision-making process, we can take our departure from Exhibit 12.23 below.

Unethical

CONSEQUENCES Review

Ethical

Exhibit 12.23 Implementing/consequences and ethics

The decisions you make will ultimately lead to some consequences. When these are
reviewed, we can assess if these are/were ethical or unethical. Once again, the
basics of this assessment are your values. Are consequences in line with the values
of your corporation? If your company claims to produce the most sustainable jeans
in the world you cannot discharge your untreated wastewater to a nearby river. If
you want to secure a habitat for an antelope species, you cannot start by wiping out
the entire stock of lions etc. Once again assessing these consequences will lead to
an assessment of whether consequences are or were ethical or unethical.
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The main idea then is that you must secure values, directions and intended
consequences are in line with each other to perform in an ethical correct fashion.
The total conceptual foundation of ethical responsibility here then is that it’s you as
a person who must be ethical responsible and that the decisions you take in a
corporate setting are ethical responsible. That is there will be no deviation between
your personal and professional ethics.

Animal ethics

The notion of animal rights has only existed for a short while. Previously animals
were treated without any consideration concerning their behavioral instincts,
requirements as to habitats as well as their “needs”. For Immanuel Kant — probably
the greatest philosopher of all times — you could treat animals the way you wanted -
inflict pain, kill them, beat them, hold them in captivity etc. He saw no problem in
doing that as long as it didn’t affect the human behavior towards other human
beings in a negative way. Now, the times of Kant have changed quite a bit.

Animals perform “ethics” by way of their instinctive actions. They eat when they’re
hungry. They claim territories when they have none. They take care of their young.
They roar, squeak or make other noises to warn other animals about eminent threats
etc. This could in a certain way be regarded as an “ethical” conduct; however, in
order to separate them from human ethics we rename such acts and call them
“instincts ”. So, frankly animals do not possess what we would call ethics. It’s we
human that takes care of defining how we do the right things right concerning the
animals that we interfere and interact with. We do so in an indirect manner, since
we can’t communicate with animals in a meaningful way. We look at their
behavior, the qualities of their natural habitats, domestication issues, physical
condition etc. and makes ethical decisions on behalf of those animals. In other
words, we are not part of the animal world despite being mammals.

One of the important issues when dealing with animal ethics are how we define
“pain”, “uncomfortable surroundings”, “welfare” etc. when relating ethics to that of
animals. There is no reason to think that animals are incapable of feeling pain, fear,
joyfulness, boredom, curiosity and so on. However, at what level such emotions are
played out are still unsettled at best and will vary according to the species we’re
talking about. When we try to transfer human sentiments etc, to animals we speak
of anthropomorphism. We know that when we hook a fish it will probably feel
“uncomfortable” but will it feel pain on a scale that we can compare to human
beings? Will chickens on chicken farms that have had their feet ruined by the
chicken shit they constantly are being exposed to right through to their nervous
system feel pain on a human scale? Will sows that are enchained throughout their
entire lives feel boredom? Will domesticated animals on their way to the
slaughterhouse feel anxiety? Do dogs that are put into clothes feel ridiculous?
These and many more questions are not trivial but highly relevant when we talk
about animal welfare and ethics, and we have to answer these questions.
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We will claim that non-domesticated animals should be treated according to five
“rules of engagement”, that is:

according to their natural instincts
in habitats suited their nature
freed of human interference
respected for what they are
exploited in a sustainable manner

These issues collectively then imply that keeping wild animals in captivity is not a
good idea. Interfering with nature neither. Animals should be respected and not
forced into roles decided by human beings. It goes without saying that these ethical
guidelines at best are naive and at worst can bring people in an uproar. However,
they require that stocks of wild-life are not being depleted or driven to extinction,
that habitats are protected, maintained and restored, that our view of nature is
changed and that we must rely on sustainability in our doings with wild-life. So,
they will probably work more as ideals rather than practical tools. A sustainable
organization, however, must address issues of animal ethics whenever and
wherever they are a part of corporate life —and beyond!

SUSTAINABLE CULTURE

Different cultures in different countries can impact strategy. We saw this when a
Danish cartoonist made a drawing of the prophet Muhammad and when the 4 stars
of the Chinese flag were replaced with the Corona virus when China experienced an
outburst of this virus. The intention was not to ridicule Islam or mock the Chinese,
but these intensions were being replaced with interpretations that completely
changed the picture. This transformation of the original message was due to
different cultural settings. In Denmark we do not consider religion as a fundamental
part of daily life — in Iran they do. In Denmark we do not consider the flag as a holy
symbol — in China they do. Such cultural conditioned clashes come about due to
different perceptions and meanings of symbols, rites and myths etc. Now in the
long run corporations affected have been able to regain market shares and improve
relationships but there is no doubt that such cultural clashes will continue if we do
not try to understand such cultural differences. No corporation is able to control
such issues. They are a consequence of free speech and a democratic right to
exercise these. In countries such as Iran and China where issues are controlled by
government this can probably be difficult to understand.

However, entities exert an influence over its own culture. In the Exhibit shown
above we defined three more elements at first level strategy among these the
concept of culture. A sustainable culture must be passionate. It must be committed.
It must be driven by values not by money. It must be able to differentiate between
“good” and “bad”. It must be capable of attracting highly qualified people. It must
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develop and it must be on a mission. This sounds like the garden of Eden, and it
should sound like that because it’s driven by a sense of purpose in a purposeless
world and when that happens people are willing to work 24/7 to fulfill their shared
passion.

Cultural development is very much a management-oriented process that must be
supported at all levels in a sustainable organization. Human beings have a tendency
to imitate and learn by examples and formal and informal management must deliver
that no matter how the pyramid structure looks like — flat or steep! It can be
supported by e.g., a whistle-blower scheme, by recruiting the right people, by
adhering to the principles of sustainability etc.

Relating culture to values and ethics we can say that the latter two forms the bricks
that then are laid out in a cultural setting. We will furthermore claim that values,
ethics and culture must be seen as interlocking parts that will find their expression
by the corporation’s directions, goals, decisions and the consequences this implies.

How does a sustainable culture manifest itself?

Merriam-Webster defines culture as: “the beliefs, customs, arts, etc., of a
particular society, group, place, or time”. This then relates culture to religion,
social and ethnic groups, geographical areas and eras among other things.
Differences exits due to differences in the way we communicate, the way we
treat each other with regard to gender, social class, and orientation and it differs
due to economics, power, technology, rituals, 1Q and status. These issues
obviously have very much to do with values and ethics.

To narrow it down a bit in an organizational context culture has to do with both
organizational structure and processes, ownerships, employees, leadership,
industry and location. Such issues too will be comingled with values and ethics
as well as sustainability. So, what does a sustainable culture look like? What are
the hallmarks of it? To answer this, we will go back to the idea of ecocentrism
dealt with before. Such culture has a long-term perspective, is inspired by
common directions and as MIT professor Edgar Schein once said: "It’s creating
and managing organizational culture that distinguishes management from
leadership” — and leadership is what is needed to impact sustainable culture. To
pin it down a bit further a sustainable culture has very much to do with:

a sense of helpfulness

transparency in a corporation’s doings

respect for other people and nature

meaningful rituals and customs

value driven rather than driven by purely economic considerations



Beyond the Brink-testkapitel-12

adhering to the ideals and purpose of sustainability

trustworthy and dependable

secure and safe working environment

preserving the integrity of people and nature and

acting in line with sustainable responsibility when making decisions

These cultural ideas will most likely not all be present in an organization. Culture is
a vehicle you’ll have to work with for years or even decades before finding a
culture that will support the idea of sustainability and unify the purpose of an
organization. It’s an on-going, continuous — and important — process of developing
the organizational potential.

LINKAGES BETWEEN SUSTAINABLE VALUES, ETHICS AND CULTURE

In the text above we’ve treated the three elements of identity headed under bullet
A more or less isolated from each other so now we’ll try to show the
relationships between them in a little more detail. The Exhibit basically states
that we will find relationships that goes both ways. Ethics will affect culture and
vice versa and values will impact ethics etc. We can picture ethics as the
objective function, our values as the variables involved and culture as the result
of deploying such values according to the objectives involved. In a simplistic
fashion we then can say that values, ethics and culture constitute the following
chained events: Objective function = maximize profits (value) — low costs, high
prices (ethics) — competitive behavior (culture).

i il

Exhibit 12.24 Interrelationships between ethics, culture and values.

There are a number of issues that traditionally will be relevant to discuss here. Are
values, culture and ethics issues that are genetically inherited or a question of
environmental circumstances? How are cultures established and changed? How are
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values transmitted — explicitly or implicitly? How are these issues related to
society? To subgroups? To geographically dispersed entities? Here, however, we
will try to confine the discussion with specific regard to sustainability and the issues
related to those three concepts. So, we’ll identify altogether 6 relationships in the
following.

1. Values will affect culture. Take for instance democracy as a basic value. This will
affect the way you organize/affect the culture of societal institutions —
kindergartens, schools, sports clubs etc. It will mean sharing in decision-making,
representation at boards, committees and teams. It will imply responsibility, voting,
workloads etc. In a sustainable context democracy must be colored by the culture
you would like to see unfold. It could range from working together when sharing
meals at a board meeting and to spur waste reduction measures when a decision is
made concerning the cafeteria.

2. Culture will affect values. If we look at a religious community like Christianity it
will often show a culture that promotes helping the needy. You give to charities,
work for free, help out by offering food to the homeless and so on. It’s an ingrained
part of what you do. Now this way of relating to other people — culture - could also
mean that your values will change. Fundamental values as that of compassion,
understanding and empathy are likely to be strengthened or developed as a
consequence of the culture you are exposed to being a member of a Christian
community in that respect. In a sustainable context one would then contemplate
what you’re offering to the homeless, in what ways you’re transporting the elderly
to a medical clinic and what kind of work you’re offering for free?

3. Values will affect ethics. If you think that a value as that of “simple living” is
preferred to “the high life” e.g., that consuming less is a positive, that vegetarian
food is preferred to a steak, that local vegetables are chosen over imports etc. you
will probably also be inclined to think that “simple living” is good and “living the
high life” is bad. This basically has to do with modesty. Modesty will transform
itself into ethics once this value become the impetus for making decisions, where
this value is derived or rooted at the decision-maker and his way of making
decisions. So, adhering to the idea of “simple living” will mean that your ethics will
also reflect that value when making decisions.

4. Ethics will affect values. Think about heavyweight champion Muhammed Ali

who - when he was drafted - said that he had no intentions of killing Vietnamese
people and as a consequence was sentenced to jail. The idea of “though shall not
kill” (ethics) conveyed by the Muslim brotherhood of which he was part clearly

penetrated to that of “human integrity” (value).
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5. Culture will affect ethics. According to Chinese culture it’s important not to
“lose face”. This was clear to the Danish authorities when they banned a group of
people trying to wave the Tibetan flag in front of the Chinese president when he
visited Denmark. The basic reason was that Denmark were in the process of signing
important trade agreements with the Chinese and didn’t want to have anything
stand in the way of that. So, in a business-oriented culture with pronounced
monetary values in place this affected the democratic rights of free speech and free
assembly that normally is the backbone of Danish democracy.

6. Ethics will affect culture. In a Sharia dominated society it’s required that women
do not show their hair or even sometimes their face. If you adhere to the ethical idea
of “all men are created equal” this could create confrontations. So, if a Danish
journalist visits a Sharia dominated society, we will likely see that she dresses
according to the prevailing dress code there with a piece wrapped around her hair.
Her ethics will then contradict the culture in which she has been brought up or
might even compromise it.

The rather simplistic, anecdotal evidence presented does not of course justify the
many aspects that will be associated with the identity issues of an entity and the
many sorts of relationships that can be found but should hopefully provide an idea
of the often-complex relationships between the three identity elements suggested.

The biological sentiment

At the top level of strategy formation, we will also claim that a biological sentiment
will play an important part concerning entity identity. By introducing this element,
we walk away from scientifically based issues down a road that has more to do with
sentiments as the name implies, feelings, non-rational ideas etc. We will however
also claim that the biological sentiment is rooted in complex processes that goes on
within our brain. This is also true of religion, mysticism, astrology etc. but the main
difference between the biological sentiment and these is that we try to link the
biological sentiment with the human capacity to acknowledge that there is a
component that will evade the way we traditionally think about science.

Many will probably be able to identify by experience what the biological sentiment
is about. The feeling of the incomprehensible when we watch the stars at the night
sky. The sense of awe when we experience the sun is setting. The jubilant feelings
we experience when we watch natures creatures unfold. The joy of seeing a pristine
natural habitat. The sense of the extremely remarkable when we watch life being
born. These and thousands of other feelings make us sense the vibrant nature and
will be a present and familiar experience to most people. This is what constitutes
the biological sentiment. It can be nostalgic, inspiring, arousing, special or
unbelievable but it’s there as a phenomenon that we must count into the equation
just as well as counting numbers or measuring environmental degradation.
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We probably do not have any valid scientific explanation for the biological
sentiment at hand other than the fact that it’s induced by experiencing natural
phenomena and the following cognitively determined workings of the brain that
will affect our decision-making capabilities. The biological sentiment will act as a
measure for understanding why. Why are we in this game? Why do we prefer a
world of biodiversity? Why do we think that the use of non-renewables should be
minimized? Why is it that we want to restrain consumption rather than advancing
it? Why do we take a long-term view? These and a host of other relevant questions
might be answered by relating to the biological sentiment. The relationship between
the biological sentiment and other parts of identity could probably warrant one or
two books to specify such relationships more narrowly. Here we will just claim that
relationships exist, and these can take on very different paths or directions. The
basic impetus for deciding not to throw our garbage into a creek is because our
value of experiencing a “clean” environment dictates us to do that. This is
transformed into an ethical codex that says, “it’s bad to throw garbage into a creek”
and we might even be brought up in a culture that distances itself from such
measures. The biological sentiment then underpins it all by stimulating cognitive
processes in your brain that let you “feel” that it’s wrong to throw garbage into a
creek. We “feel good” about not throwing things into the creek maybe because
endorphins — an opioid - are released by this cognitive process or because maybe
the ultimate goals of human beings - survival — is at the bottom of the biological
sentiment. No matter what these processes are very very complex and most likely
rests on genetics, psychology, biology and a host of other issues that will play a part
in shaping the biological sentiment.

Exhibit 12.25 Why are people fond of cats and dogs?



Beyond the Brink-testkapitel-12

» SECOND LEVEL STRATEGY

1. LEVEL
STRATEGY

”WHY”

BIOLOGICAL SENTIMENT

2.LEVEL
STRATEGY

”WHAT”
BUSINESS AREAS

PR
DIRECTION

STRATEGIES

4. LEVEL
STRATEGY

”WHEN”
IMPLEMENTATION




Beyond the Brink-testkapitel-12

SUSTAINABLE VISION

A vision should reflect the future guiding light of a corporation — it’s dreams,
aspirations, hopes etc. - for a non-specified future. It tries to get a glimpse of the
corporation’s future without regard to its current market position, line of working,
economics, technology or products. A vision tries to answer the question of “where
do we want to be in the future”? Most might interpret this as a free-rider license to
dream big but when discussing visions, you must also discuss what the vision will
imply. It’s not always good to get what you ask for - and a vision can be demanding
to follow! We’ve touched upon visions before and we will now turn to visions that
are in line with sustainability. Please take a look at the two following visions.

u “Our vision is to become a corporation dedicated to sustainability
working hard to develop and manufacture protective equipment to the
world.”

u Our vision is to become a corporation working hard to manufacture
life rafts to the Danish market”

The keywords here are of course the use of: a) organizational form (“corporation”),
b) values (“sustainability”), c) steps in the life cycle (“developing, manufacturing’)
and d) markets (“World, Denmark™). Both visions 1) and 2) could work excellent
depending on what future you would like to see for the entity’s position in the far
future. I deliberately use the wording “like to see” since a vision is a wish, a dream,
a hope etc. But even dreams must have some sort of plausible content whether big
or small so it’s hard to imagine a local supplier ice-cream having a vision that it
wants to become the world’s leading force in manufacturing lunar vehicles — not
impossible, but hard. Otherwise, the vision just becomes words without plausible
contents. However, totally implausible visions might also be effective to some. It’s
all a matter how big you dare to dream. However, “big isn’t always beautiful”’.
Sometimes your dreams might go in another direction - to grow your own organic
products and hoping to turn a profit on that, turning maximizing operations into
satisfying operations, building on sustainable value instead of adhering to
consumerist ideas etc.

Now let us look at a case where vision, structure and business units are all involved.
The vision being to integrate environmental management into public educational
programs structure and create a sustainable curriculum offered to businesses and
public institutions interested reflected by the Diploma Grade study being embedded
in the total structure of the educational programs offered. This study program had
an international Board attached and the students attending came from a variety of
business and industries, Teachers were generally people with teaching and
professional qualifications.
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CASE — ENVIRONMENTAL EDUCATION

Following the Talloires Declaration of 1990 having higher education become more
involved in offering sustainable programs and courses | was asked by the Danish
Ministry of Education to establish the first business related environmental
education program in Denmark. It was to be fitted into a Diploma Graduate Study
Program. This study has a first part (2 years) containing basic issues such as
microeconomics, organization, law etc. In the second part (2 years) you will
specialize in Accounting, Organization & Management, Finance, Marketing etc.
We dubbed this new Diploma Study Environmental Management & Auditing.

Our vision was to supply the business environment with an opportunity to learn
about continuously updated ideas, methods and results of sustainability with the
aim of letting scientific knowledge be the key for understanding.

ENVIRONMENTAL MANAGEMENT & AUDITING DIPLOMA STUDY

é -.'i"u\ N BD R

IFYOU WANT TO BE DRESSED FOR THE FUTURE

Brochure marketing the Environmental Diploma Study Program.

The intention behind this brochure was to convey an impression of:

B women being in charge,
B the dualism between work and passion and
B future (international) job opportunities.
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The brochure nowadays would probably be a bit controversial with a woman in her
underwear, however it could just as well have been a man. The brochure never
intended to have any sexist overtones, but the current agenda might spell it
otherwise if hitting the wrong note. If so, the brochure might also serve as an
example of a switching agenda from the early 2000s to 2020.

An international Board was put in charge serving as an advisory panel to secure the
Diploma Program being in front of - or at least at par with - current international
developments. The curriculum was made up of the following course modules:

5. semester 6. semester 7. semester 8. semester
Environment & Environmental Environmental
Society Auditing Law
(30 hours) (30 hours) (30 hours)

. International
Environmental

; Seminar Environmental
f§81%1‘:§§ (30 hours) Relationships
(30 hours)

Dissertation

Environmental | (20 hours)

Reporting,
Verification &

Environmental Data
& Information

Systems Communication
(30 hours) Environmental (30 hours)
Management
(60 hours)
Pollution Prevention Project
Technology
(30 hours) (30 hours)

The Exhibit Curriculum of the Environmental Management & Auditing program

Our vision was to let the Study program be a vehicle for turning the University into
sustainable organization and be a driving force in offering sustainable educational
programs to businesses and public institutions in Denmark. The directions set forth
were pretty clear-cut as well. We wanted to offer an education program that would
equip students with the best knowledge available to perform environmental
management activities in their respective organizations. Furthermore, we would like




Beyond the Brink-testkapitel-12

to have an international outlook that would put us in a position to be able to be at
the cutting-edge of developments internationally. The values underlying the
program could be seen through the choice of literature and the people working on
the educational program.

I was in charge of this Diploma Study for a couple of years and then went on to do
other things. Key issues in establishing this Study Program were finding the right
people to teach, establishing the literature to be used, marketing the Diploma Study,
coordinating, planning etc. Experiences from establishing this Diploma study
indicated that:

M the project must be supported by top management as well as key players in the
local community in order for it to succeed

B there has to be fiery soul that drives implementation and activities for a project
like that to come to fruition

B internal battles over funding, exposure etc. can hamper the project’s success

M the time must be ripe for establishing new projects — the market must be there

B finding the right people to implement the program was of paramount
importance

After having left this University formerly being employed as an Associate
professor, | stayed for a couple of years teaching at the Diploma study program and
then left the organization. Experiences with the Diploma Study program underlines
the fact that every project — perhaps environmental projects in particular - must
have a “champion” to drive developments. This “champion” role might get less
important when societal developments like the current climate and biodiversity
crisis makes the mega-trend self-evident. Strategic timing then is in flux. Time has
shown that there is a need for study program like this — maybe more than ever.

Sustainable visions

We will claim that a sustainable vision must primarily be directed at what others
will achieve by an organization’s presence not the organization itself. This pertains
to the future goods and services the organization will produce, and it removes the
idea of economic gains as the main driver of a corporation. The vision of a
sustainable entity must express its alignment with a sustainable identity and make
this identity become the guiding light for its vision.
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But let us start out by looking at a mining corporation’s approach for creating a
sustainable vision. In this case one of the world’s largest gold producers, Australian
Newecrest Inc. They coin their sustainable vision along the follow key elements:

B Create a work environment where everyone can go home safe and healthy
every day and where everyone actively contributes to this outcome.

B Create a diverse and inclusive environment where everyone feels safe, valued
and supported to bring their whole unique self to work.

B Build a workforce that represents the communities in which we operate, and
attract and retain the right people.

B Establish processes to identify and manage risks and opportunities for efficient
use of energy and water, to manage emissions linked with climate change and
reduce or prevent waste generation.

B Contribute to the conservation of biodiversity by implementing integrated
approaches to land use planning and environmental management in areas
affected by our operations.

B Deliver sustainable and long-term benefits in a manner that supports and
respects the rights and aspirations of the communities in which we operate.

B Respect and protect the human rights of our employees, contractors, suppliers
and community members, and seek honest and open relationships built on
mutual trust and respect.

B Honour the cultural heritage, customs and traditions of all Indigenous Peoples
touched by our activities and build cultural awareness across all of our
operations.

B Build relationships with our suppliers to optimise value through safe, efficient,
continuous improvement and innovation.

B Engage openly, honestly and regularly with our host governments and people
affected by our operations and consider their views in our decision-making.

B Uphold ethical business practices and comply with all legal requirements in all
jurisdictions where we operate.

B Monitor, measure, report and assure our sustainability performance against
public objectives and targets on a regular basis.

Now the idea is not to discuss the contents of Newscrest’ sustainable vision but let
it talk for itself and put the questions forward: Can a mining corporation ever be
sustainable? Impacts of mining operations? Use of chemicals? Etc.

Besides being directed towards others than the entity a sustainable vision must also:

B embed the notion of values, culture and ethics in its core and
W provide for embedding a biological sentiment
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SUSTAINABLE STRUCTURES

There is more than a degree of difference when forming the structure or an
organization between different types of entities. Some are very heavily influenced
by controlling perspective others are more oriented towards letting managers do
their job of managing.

I think that maybe the most important difference between these two extremes is that
of values and ethics. If a CEO adheres to and reflects sustainable values you would
also be inclined to have more lax controls. If he’s guided by values and ethics the
character of his decisions and his relationships will also reflect that. If people are on
a mission instead of just earning money to make a living you have an incredible
asset in your organization. That is why values and ethics is a top priority to secure
when manning an organization. In this case we would estimate a very flat
organizational structure to be implemented. If we prioritize controls and the chain
of command a highly hierarchical can emerge with several layers of command.

BUSINESS AREAS

2" level strategy contains the question of which business areas we undertake.
Which markets do we serve? Which customer groups are we approaching? Which
products and services are we offering? How do we meet competition? etc.

To a sustainable organization such questions are vital and probably more confined
than in a “regular” corporation. We might come across profitable options that
anyhow cannot be undertaken due to the environmental strain it implies. This is
where a sustainable organization parts ways with tradition and it might be one of
the hardest management tasks to undertake — waving goodbye to money due to
adhering to sustainable values!

It's selection of Business Areas must rely on:

Covering needs that spring from sustainability

Prioritizing local markets to global markets

Operating sustainable supply chains

Engaging in the circular economy

Choosing industries that prioritizes renewables to non-renewables

The business areas chosen is an important part of selecting strategies. These are the
primary targets for developing sustainable products and services, for allocating
capital, for conducting a number of activities such as marketing, recruiting, logistics
and other value chain operations.
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DIRECTIONS

A corporation will have countless of possible venues or alternatives open to it
concerning its strategic developments. The question is where to go? A sustainable
organization will have fewer venues open to it than a conventional corporation but
on the other hand also has access to a future market with unlimited opportunities. In
order to comply with its identity, vision etc. it must at the 3 level of strategy find
out about possible alternatives open to it. A sustainable organization must assess its
suppliers, it must assess it capital partners, its logistical associates etc. It must
carefully segment its customers and it must assess its partnerships. Taking such
decisions, however, does not have to be done using formal models. One of the
benefits of having a strong identity is that it in many ways will decide the options
available to you when considering the directions of the entity. A strong identity can
make decision making much easier. Let us give an example of that.

CASE — FISHING RUSSIAN RIVERS FOR SALMON

At one time my company had a chance to engage in arranging fishing trips to some
of the famous Russian salmon rivers. We could go up there to experience the
fishing, accommaodation, surroundings etc. and then close the deal. However, |
turned down the offer. Why?

Because it would mean transporting anglers by plane and helicopter to a very
remote part of Russia and spending vast amounts of money “just” for the sake of
fishing. The amount of CO emitted would be enormous and arranging such travels
would maybe be the best way to deteriorate the Danish GDP. So, all in all it didn’t
add up. If I had accepted the offer to fish the Kharlovka and other famous Russian
salmon rivers I would have comprised my values and hence my ethics and I didn’t
intend to do that.

The message of this example is that you cannot have everything, sometimes your
preferences and utilities must be prioritized according to identity and that there is a
cost to everything. The key here is by whom such decisions are taken, and this can
only be attributed to an individual — me.

So, it shows that even if the economic opportunities might be present a sustainable
organization must always address its values, culture and ethics before setting
directions and making decisions. This requires that it addresses only sustainable
alternatives if sustainability is the key. The message here is that it’s not the notion
of operations moving abroad if environmental legislation gets tough, if CO, targets
get too strict or if requirements of amounts of nitrogen and phosphorous in our
waterways get too hard etc. The idea is that a sustainable organization must always
address its identity before making a decision.
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Not all roads lead to Rome — not all rods lead to fish...

A relevant question would then be why Redtag Fishing offers fishing opportunities
in Denmark? People must travel to Denmark in order to do that. The company has
arranged fishing opportunities for people from Russia, Columbia, USA, England,
Germany and many other places around the world. In order to answer that question
the key to address is who makes the decision? Concerning fishing the Russia rivers
I would have to make that decision. Concerning Redtag Fishing offers for fishing
Danish rivers and coastal areas it’s the customer who makes that decision. So, the
key point is who is in charge of making the decision. It is he who must assume
responsibility for the outcome of that decision. The individual as a decision-maker
is at the center of things.

Directions or objectives of an entity should be in line with the previous steps of the
strategy model. It is here that you explicitly state the path followed by the
organization in non-quantitative terms. Examples would be:

B We’re dedicated to recycling our wastes generated to the fullest extent possible
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Areas surrounding our premises will be left to itself in order to strengthen
biodiversity

Suppliers will be screened as to their environmental performance

We’re committed to becoming a net zero-emission entity

Managers and employees all undergo training sessions in sustainability
We’re intending to introduce closed-system fish farming rather than open
system farming

In practice you often see a confusion or misunderstanding of the difference between
objectives and goals. In order to clear things a bit we will use the word “direction”
instead of “objective”. A direction is a description of a corporation’s future heading
without a timeline attached and without figures to underpin the direction. It’s a
description that basically says something about where we’re going in a little more
detail than has been obvious when we dealt with a corporate vision, structure and
business areas. In principle we would like to set sustainable direction(s) that direct
the corporation in a way that is both effective and efficient with regard to
economics and the environment. Some objectives are ineffective as well as
inefficient and fall outside of the range so the thing to focus on will be to form
directions that are effective as well as efficient economically as well as regarding
sustainability marked by the 4 central squares in The Exhibit below.

Environment
Peonomice Ineffective | Effective | Efficient | Inefficient

Ineffective

Effective

Efficient

Inefficient

Exhibit 12.26 Effective and efficient sustainable directions

We can potentially identify 4 different scenarios:

B the entity is environmentally and economically effective
B the entity is environmentally effective and economically efficient
W the entity is environmentally efficient and economically effective
B the entity is environmentally and economically efficient
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The key is here that a sustainable direction must embrace both economic and
environmental effectiveness and efficiency marked by the red rectangle in the
Exhibit above. For the sake of the argument suppose that a product A sells at € 100.
It costs € 60 to manufacture (€ 20 in renewable materials (5 kg of y) and € 40 in
non-renewable materials (20 kg of z)). We can list these options in the table below.
Let us say that we sell 10 units of A which is what we than planned to do.

Plan Scenario 1 | Scenario 2 Scenario 3 Scenario 4
BASIC DATA

Sales € 1.000 € 1.000 € 1.000 € 1.000
50kgyx€4 €200 € 250 €200 € 250
200 kg z x €2 € 400 € 400 € 500 € 500
Pro 400 0 00 0

Exhibit 12.27 Basic data

From the data given it’s easy to see that it’s a profitable business. The organization
is however from the outset not an environmentally efficient and sustainable
organization due to the fact that it consumes non-renewable resources. € 400/€ 600
x 100 = 66,7% of its resources are non-renewables (33,3% renewables). Only when
a product is made 100% of renewable resources can we label it environmentally or
sustainably efficient”. Concerning environmental effectiveness, we can say that
product A has performed to a 100% if data being line with what was planned
concerning the quantities of input materials.

Scenario 1 Scenario 2 Scenario 3 Scenario 4
Economic 100% 88% 75% 63,0%
effectiveness
Environmental 33% 38% 20% 33%
effectiveness
Economic 40% 35% 30% 25%
efficiency
Environmental 50% 64% 40% 50%
efficiency

Exhibit 12.28 Scenarios 1 — 4 and associated efficiencies/effectiveness

Effectiveness measures how well an entity attains its targets. Economic
effectiveness then is a question of how well we are to attain an economic target

— profits. We can measure this by looking at how well profits deviate from the
target (scenario 1). In scenarios 2 profits have been lowered due to higher costs so
the economic effectiveness has only been € 350/€ 400 or 88%. Looking at the
environmental effectiveness we will define this as the degree to which we’ve been
using renewables as part of the total costs of renewables and non-renewables. In
scenario 2 we will then see that environmental effectiveness has been increased
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from 33% to 38% since more renewable materials have been used looking at the
total costs picture - € 250/€ 650 = 38%.

If looking at the measure of efficiency it concerns the process by which we use our
resources. It is better to use 0,8 kg per unit of a product than using 0,9 kg to
manufacture the same product. So, while effectiveness has to do with relating an
issue to a goal, we’re concerned with the best way to achieve that goal. If we have
produced 500 pieces of a product in line with our goal, we’ve been effective.
However, if we have used 700 kg of input for reaching that goal instead of 500 kg
we’ve been inefficient. Economic efficiency is then measured as profits as a
percentage of income or concerning scenario 2 =€ 350/€ 1.000 = 35%.
Environmental efficiency we will then measure as the percentage of renewables to
non-renewables or referring to scenario 2 = € 250/ € 400 = 63%. Directions for the
corporation must encompass all relevant areas that will affect the corporation’s
vision. Directions must focus on competitive issues, quality issues, logistics,
suppliers, value chain operations, technology or in short; the things a corporation
can control. If a corporation is not capable of controlling some of its internal or
external issues or altering them from uncontrollable to controllable it’s not worth
bothering. It then becomes a question of adaptability.

CASE - EXTINCTION REBELLION (XR) DENMARK

As an example of direction we can use the case of Extension Rebellion —an
organization that has a very clear-cut sense of their direction. Extinction Rebellion
is a worldwide organization originating in the UK using non-violent civil
disobedience as their means for protesting against leaders not assuming
responsibility for the crises related to our natural environment. They fight for:

B governments to declare a climate and ecological emergency and,

B requiring governments to act now to prevent biodiversity loss and greenhouse
gas emissions and reducing inequality and

B demanding that societies are led by decisions made by a citizen’s assembly

As can be seen their directions are scheduled in 3 parts and their means for
achieving these are road blockings, happenings, singing, occupying objects in the
public sphere, marches etc. as a protest against the current generations lack of will
or ability to do something about the blatant failures it has caused when it comes to
climate, biodiversity and equality. Its center is primarily comprised of angry and
frustrated young people all over the world who are now experiencing the effects of
the decisions their parents and grandparents took as well as the decisions these
parents and grandparents did not take.
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In the autumn of 2020, | was involved when the Rebellions protested in
Copenhagen. It was scheduled as a 5-day happening of activism in central
Copenhagen and | think I can testify as to the seriousness with which these
youngsters approached the “job”. Planning, coordinating and controlling their
actions are similar to that of many professional business organizations, their
commitment impressive and the means for communication are advanced as well as
their means of non-violent civil disobedience.

‘

8 > = :
Extinction Rebellion in action in London 2020

I just had a very minor role in transporting equipment — loudspeakers, banners,
water, medical supplies, toilet paper etc. to the Rebellions. The project was
scheduled to begin at 12.00 at Kgs. Nytorv in the inner part of Copenhagen where
they would block the streets and lock themselves on to objects in the vicinity and a
boat was hauled into the square with the words painted onto it:

“Climate Action Now”.

At 12.05 | was to deliver the goods at Kgs. Nytorv along a street that would not be
blocked by the Rebellions. We began at 09.00 by loading the car and arranging for
other equipment to the hauled to the place. A cell phone was handed out to be used
for warnings, issues and objects that might interfere with the Rebellions activities.
And so, it went...Other activities during these 5 days included venues with authors,
addresses by politicians and others, occupying Kgs. Nytorv, musical venues,
singing and dancing, blocking banks, approaching the media etc. A new responsible
generation is waking up to meet the urgent environmental challenge!
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GOALS

Goals are used for quantifying directions stated in quantities, monetary amounts
and by time for example:

B All meat waste is sold to third party customers. In 20x4 we estimate to sell
5.000 tons creating an expected turnover of € 25 Mio. The following 3 years
(20x5-20x7) this amount is estimated to increase by respectively 15%, 10% and
5%.

B We plan to add 4 red foxes and 2 badgers in 20x5 to the areas surrounding the
premises we occupy in order to increase biodiversity and introduce more
predators in the food chain.

Screening of alternatives — a multi-attribute model

-The 3" level strategy is more a less a concurrent process where strategies,
directions and goals will be developed simultaneously. Beginning this phase should
be a screening of available options, projects, investments etc. that pertains to the
sustainable organization according to the following The Exhibit.

ALTERNATIVES

MULTIATTRIBUTE
MODEL

ENVIRONMENTAL, SOCIAL & ECONOMIC ATTRIBUTES

SCREENING

SUSTAINABLE

ALTERNATIVES

Exhibit 12.29 Screening in the sustainable organization

If you’re contemplating strategic options that doesn’t easily lend itself to a decision
based on identity, we must use other means for making rational decisions. The
following case demonstrates the use of a multi-attribute model to assess the merits
of our alternatives in order to find out which alternatives will be the sustainable
alternatives to proceed with. This can then be used in various ways — as a vehicle
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for creating awareness, as a tool for lobbying at the political level, as a way to
expand your business etc.

Sustainable multi-attribute models

Above we presented the ideas behind the multi-attribute model. If, however, we
want to make use of such a model in making sustainable decisions we must expand
the general model somewhat.

We could express the workings of the general model by the following:

Pii = Wji« X1+Wji X2+ Wji-Xs...

with

j = preference

i = utilities

w/ji = w is the sum of weight points divided by the number of utilities (i) within a
given preference (j)

P;,i = the total sum of points of a given variable

The above example shows the basic workings of the model. However, for it to
become a sustainable decision-making model we must always add the
environmental/sustainable issues at stake when making a specific decision. If we
make long term strategic decisions, we must include life cycle elements into the
model and if we make operating decisions the model must reflect the environmental
impacts of such recurring decisions. In order to complete the basic model just a few
words about the decision-making issue.

In ideal circumstances two alternatives that are rated against each other should
reflect the preferences and utilities attached for each comparable alternative and
thereby make a decision easier to make. Making routine decisions at the operating
level is probably not the right way to use a multi-attribute model. It only makes
sense when it comes to major decisions or decisions that can alter the issues at stake
(e.g. product mix, logistical options, technological issues etc.) — that is strategic
decisions.

For all scales we will maintain the position that it is possible to attach a quality to
all of them which we call “points”. These “points” are all founded in value
judgments arrived at through cognitive processes in the brain. If no value judgments
can be found concerning the attributes of a variable it will not enter into a decision-
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making process but will only be used for clarification, classification etc. Please note
that it is the attributes we are assessing not the variables themselves. If we for
instance need a person for performing a job that requires skills involving multi-
tasking, we could distribute different points depending on whether the applicant
was a man or a woman (variable) since it is scientifically demonstrated that women
are better at multi-tasking (attribute) than men. So, what we are assessing is not the
variable man or woman but the attribute multi-tasking. Furthermore, we assume that
it is possible to differentiate between attributes and thereby attach individual points
to these. But let us try to pinpoint the issue with a very simple example to underline
some of the issues involved.

Suppose we have a piece of land with no vegetation that we want to replant. Two
options exist. We can transform it to a plantation with oil palms or we can replant it
so that it might look like before man came around - a natural habitat. Let us assume
that the only relevant variables (1-3) and their attributes look like shown in the
Exhibit. The figures indicated are arbitrary, but it shows some of the qualities of the
model in a general sense e.g., that:

a) some variables and their attributes are “bad” some are “good” (e.g. revenue)

b) WP’s are given “vertically” and points “horizontally”

c) each of these are scored from 0-100

d) all attributes are in principle converted to an ordinal scale

e) they are summed for each variable

e) a total is taken by multiplying WP’s and points and adding these for all variables

Natural habitat
Points

Oil palms |
Variable/Option Value

Points |  Value

1. Economics (20 WP)

a) investment (100 points) € 100.000 60 € 150.000 40
b) operating costs/year € 50.000 9 € 5.000 91
c) revenue/year € 75.000 100 €0,- 0
Sum 169 131
a) number of species 20 17 100 83
b) number of habitats 3 15 17 85
Sum 32 168
a) COz- tons 50 0 0 100
b) Oz - tons 5 17 25 83
c) Methane - tons 1 0 0 100
Sum 17 283
Total \ 5490 | )

Exhibit 12.30 Variables and attributes of two options
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In order to elaborate a little bit on the results and procedures shown in the Exhibit
we will go through the issues step by step in the following text.

Threshold value

We will recognize that limits must be introduced when making decisions since
neither capital nor other elements are free. This means that we must have a sort of
fine mask net that only allows viable options to enter into the process. These values
could be economic e.g. only investments with a ROl of 15% is deemed relevant to
include or environmental e.g. only products with a recycled content of 85% is
relevant or only projects that can be implemented within a year should be taken into
consideration. Two or more threshold values could be chosen.

Options

The first issue is that of the two options available. Generally, we will argue that
options considered must always be implementable, exclusive and exhaustive. This
call for real life options not just theoretical ones. It also pinpoints the fact that we
must be able to list a number of alternatives that each can be chosen in total and that
the options from which we choose must be the ones that are relevant for fulfilling
the requirements of the decision at hand.

Variables

Concerning variables, we will argue that these must include all issues deemed
relevant and adequate to make sustainable decisions. Relevancy is here related to
economic, social as well as environmental considerations.

Preferences - weight points (WP)

We will suggest that weight points (WP) be given so that they reflect genuine
preferences on behalf of the decision makes. Preferences should be reflected for
each variable in total not related to the individual attributes. Ideally there must be
an alignment of a corporation’ values and the preferences brought about. Attaching
preferences can, however, be difficult especially when a number of variables are
included. It requires that you’re able to rank priorities in a hierarchical fashion.

If this is not possible the alternative is to rank each variable with the same amount
of WP’s or to rank those alternatives that are possible to rank and then distribute the
remaining WP’s in an equal way between the rest. It is the job of top executives to
undertake the initial ranking of these variables.
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Attributes - points

You could in principle decide to use various methods for assigning points to
attributes e.g.:

a) a total of 100 points is distributed among all attributes for a given variable
b) a total of 100 points is distributed for each attribute of a variable

¢) a specific sum of points are given for each variables’ attributes or

d) a specific sum of points are distributed for all attributes of a given variable

Since our purpose by using the multi-attribute model is to differentiate between the
preferences and utilities of options it wouldn’t make any difference whether you
chose a), b), ) or d). Points would still be distributed according to preferences and
utilities. However, the sums would change and hence the totals, so in that way it
would affect results — for totals and relatively among options. The main aspect,
however, will be that of simplicity and to this end I think a scale of 0-100 for each
attribute will be preferable. That way it will be the number of attributes that will
affect results not the scales used.

We will further claim that the basic characteristic for choosing points will be from
an ordinal scale that embraces the perceived extremes of an attribute. Furthermore,
we will argue that these points must reflect real utilities of the decision maker and
that points fully reflect the utilities associated with positive and negative variables.
Points given must reflect utilities across all options. Furthermore, the number of
attributes can vary between variables and number of points for each variables
attributes should be of equal size e.g. a scale of 0-100. The number of attributes will
reflect the importance of a given variable and hence the total number of points
attached to a variable. The importance of a variable will therefore depend on the
number of attributes as well as the WP’s given. So, if the number of attributes
becomes too big this can be compensated through assigning more WP’s. The
attributes must either be split between positive and negative attributes or
transformed so that all attributes point in one direction. Consider two variables like:
a) biodiversity (attribute = number of species) and b) emissions (attribute = CO). If
we use a scale of 0-100, we need to decide about “good” or “bad” attributes. To a
sustainable company the variable “biodiversity” and its associated attribute that is
number of species is “good” while “emissions” in the form of CO; are “bad”. This
must be reflected by the points given for each of the attributes of the variables in
question. In order to do this, we could use a scale of e.g. 0-100 where the number of
species are rated according to 0 = no species found and 100 = an abundant number
of species found. Contrary we would rate the humber of tons of CO, emitted
according to a scale where 0 = vast amounts of CO; emitted and 100 = zero CO;
emissions. So “number of species” will constitute a positive attribute while CO>
emissions would be described as a negative attribute. Likewise, a variable like
“costs” are negative while a variable like “revenue” is positive due to the
underlying notion of preferences and utilities. However, it should be noted that the
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classification of attributes into “good” or “bad” is not automatic. Consider e.g. an
attribute that aims to capture reductions in CO emissions. Here we would therefore
rate this as “good” and consequently qualify the scale with 0 = no reductions and
100 = extensive reductions of COx.

Multiplying

In order to associate preferences with utilities we will argue that in order to do this
we need to use a process of multiplication concerning the aggregated sums of all
variables in order to arrive at a total sum. This total sum for all attributes of all
variables we argue is an expression of the total preferred utility assigned to an
option.

Decision rule

If the options available have been deemed above a threshold value we will claim
that the option with the highest sum of points will be the preferred alternative.
Options can furthermore ideally be ranked according to the total sum of points
obtained for comparable alternatives.

A further note should be made about the scales used for assigning WP’s and
attribute points. It is probably of importance that these scales reflect a broad span of
opportunities for assigning WP’s and points e.g. a scale of 0-100. This scale can
then be used for all variables and attributes involved. A scale of 0-10 or 0-1000
would also be possible. The main idea behind a scale must be to ensure that a
decision maker has the opportunity to differentiate his preferences and utilities.

Also, it should be noted that you will have to transform “scales” used for individual
attributes to the common scale of 0 — 100. Take for instance a decision to buy a car.
You could consider various relevant options concerning its horsepower’s (attribute)
e.g., 75 hp, 100 hp or 125 hp. Transforming this into points you could assign 75 hp
=25 points, 100 hp = 35 points and 125 hp = 40 points (good/better/best) and
accordingly assign points to its fuel consumption e.g., 25 km/I = 60 points, 20 km/I
= 25 points, 15 km/l = 15 points (best/better/good).

The model also assumes that we are able to differentiate between preferences and
utilities and that adding inherently different attributes makes sense. Some say that
you can’t add “apple and pears”, however, if we’re interested in the number of
“fruits” it of course makes sense. When distinguishing between preferences and
utilities it might help to think of these as ordered hierarchically e.g. | might prefer
to drive an electric car (preference) instead of a diesel driven car, however, | could
choose between buying a Tesla Model 3 or a Hyundai Cona Electric (utilities). So,
perceiving hierarchical structures are of importance when understanding
preferences and utilities.
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In order to provide for a clear understanding of the multi-attribute models transferal
into practice we can use the following example of its adaption. This case is taken
from a practical situation where it was a question of exploring the “good” and
“bad” associated with a given decision.

CASE - RESTORING THE RIVER GUDEN

For a number of years, I’ve been at the Board of an NGO called “The Association
for the Abandonment of lake Tange” with the ultimate aim of restoring the river
Guden — the most iconic river in Denmark. Lake Tange is a reservoir created in
1921 when the river had a hydroelectric power plant built ultimately destroying the
original salmon population and causing serious environmental damage to the
ecosystem. In 2018 | issued a book entitled - in translation -

“River Guden — rebirth of a unique nature reserve” and one of the means for trying
to shed light on the benefits of restoring this river was taken by using a
multi-attribute assessment model elaborated on below. Options - which were to be
decided at the political level - were:

preserve lake Tange

create a short passage by lake Tange allowing migration of fish

create a medium passage by lake Tange

creating a long passage by the lake depriving lake Tange of most of the inflow
of water from river Guden

B restore river Guden and abandon lake Tange

In order to assess the benefits/drawback of the alternative 5 issues were selected:

environmental issues,
nature issues,
economic issues,
societal issues and
recreational issues.

In order to explain the multi-attribute model some key points have been added
below. We focused on two mutually excluding alternatives:

a) preserve lake Tange or
b) restore river Guden

(A) Indication of weight points;

In order to assess the relative weight of the five areas of interest for assessing the
qualities of preserving the lake Tange versus restoring river Guden e.g., recreational
issues, societal objectives etc. the model has added a weight factor which enables us
to stress the relative importance of the areas considered most important when
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making a decision. This means that we are able to say that, for example,
recreational issues 'mean more' than, for example, environmental issues when we
have to make a decision. It will be reflected in the weights of the different areas
involved in making the decision. It can be done in 4 ways. If one is able to rank the
various areas, we can then attach a certain weight to them. We assume here that
there are 2,000 weight points (WP) in total for distributing among these areas. If
you cannot - or don’t want to - rank these, you can give the same weight to each
e.g., 400 points to each of the 5 issues of interest. This means that it is the
individual areas that are weighted equally and not the number of attributes that
belong to a given area.

The second method of allocating these weight points would be to take as its starting
point the number of attributes (angling, beekeeping, nitrogen/phosphorus, etc.) and
then have the number of attributes in each area (recreational, environmental, etc.)
determine the number of weight points awarded. For example, if the total number of
attributes in the model is 40, each attribute will be assigned a weight of 2.000/40 =
50 points. That is, an area with 5 attributes (e.g., Environment) will receive a total
score for distributing of 250 weight points, while a range of 10 attributes (e.qg.,
Recreational) will be assigned a total number of weight points of 500.

Under this method, you can also choose to allocate these weight points according to
an individual estimate, attributing a relevant weight to each attribute. For example,
if you believe that angling tourism should be given a higher weight than beekeeping
because it is economically more attractive, you can choose to award different
weight points.

It should be pointed out here that this allows a double census, since economics is
one of the auxiliary criteria for determining the essentiality of the attributes. In this
way, it is the attributes, and not the areas, that are weighted. In the model used
here, we assume that it is the specific areas that are weighted equally and not the
individual attributes. This means that each area is awarded

400 points (2.000 points/5 = 400 points). In other words, they count equally.

(B) Identification of attributes (preferences & utilities);

To describe these five areas in a more detail, the decision-making issues (attributes)
that will play into the decision can be listed in a table, as shown below. It is
important here that there is a certain degree of agreement between those who have
to decide that these attributes that are of the greatest importance to the decision at
hand.
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B A PREFERENCES

RECREATIVE | ENVIRON. NATURE ECONOMICS SOCIAL
GOALS
B B UTILITIES (ATTRIBUTES)
) 1 1 ) 1
: HEAVY BIO- : GREEN
ARELIE METALS DIVERSITY | LOCALTAXES IMAGE
2. 2. 2. 2. 2.
MOTOR- NITRATE/ SALMON LOCAL TOURISM -
BOATING PHOSPOROUS | REPRODUC. SAVINGS PRODUCTS
. 3. 3. 3, 3.
CANGOING CLIMATE SPAWNING- | LANDPRICES- | SUSTAIN.
GASES SEATROUTS INCREASE | DEVELOPM.
4 a 4 .
OTHER - 4'¥:I5':/|TPER REDLIST GOV. WATER-
SAILING : SPECIES REVENUES | FRAME DIR.
5.
5. MOUNTAIN- 5. 5. EXPANSION
BIKE FLORA START-UPS | NATURA200
0
6 & 6
' 6. AESTETHICS | ANGLING '
JOGGING... St BIODIVERS.
7. COLLECTING . 7. 7. 7.
MUSHROOMS o INSECTS ECOTOURISM | HABITATS
. . )
' ' CLIMATE
BATHING BEE KEEPING A
9. 8.
HUNTING SENRE R °- HYDROPOW. 9.
10. 0 CULTURE -
BIRD : HISTORY
el CANOOING

Identification of areas of interests in the a) restoration of river Guden or b) the
preservation of Lake Tange

(C) Auxiliary criteria for assessing attributes;

After the distribution of weight points between the 5 areas, we can now start
looking at the individual attributes — running and walking, canoeing, beekeeping,
etc. In order to assess the importance of the individual attributes when allocating
subsequent points in the above figure, some auxiliary criteria was taken into

account for these attributes, here:
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their support among the population;

their intensity;

their economic importance;

their degree of achievement of societal objectives;.

Of course, when assessing the importance of an attribute - and hence the points
given - it is important whether the activity is used by a number of people (e.g. the
collection of mushrooms, berries, flowers, etc.) or whether it is used by only a few
(e.g. "Rowing, dinghies...").

Similarly, the intensity (or duration) of the activity is also important. Whether, for
example, it takes place only during 1-2 months of the year (e.g., bathing) or
whether the activity is used throughout the year (e.g., walking, jogging...).

Of course, the economic consequences of an activity/attribute also matter. For
example, if it is an activity that is economically less important to society (e.g.,
mountain biking) or have a major impact (e.qg., fishing tourism).

Last but not least, it will also matter whether a given attribute meets the societal
objectives that have been set up. For example, if an attribute inhibits important
societal objectives to be met (e.g., motor boating due to its emissions of climate
gasses), it will score low, while conversely an attribute that promotes societal
objectives considered important will score high (e.g. beekeeping).

D) The points system

In terms of the allocation of points, it is assumed that between 0 and 300 points can
be awarded for a given attribute. If you score an attribute high on a rating criterion,
it will approach 300 points, if low it will approach 0 points. In this way, we are
explicitly able to get a more qualified overview of the consequences of a given
decision, such as the decision to restore river Guden versus preserving lake Tange.

INTEN- GOAL

SUPPORT Po SITY Po ECONOM. Po ACHIE. Po
201-300 201- 201- 201-
HIGH CONS. 300 BIG 300 MET 300
101- 101- PAR- 101-
MEDIUM 101-200 | PARTIAL 200 MEDIUM 200 TIAL 200
SMALL 0-100 RARELY | 0-100 LITTLE 0-100 ||\\I/|(é-‘||: 0-100

Criteria for awarding weight points (WP)
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(E) Setting points for attributes - an example

The next stage is to award points to the individual attributes of each of the two
alternatives, for example, with regard to the activity/attribute "beekeeping™. Let's
first look at the alternative: "Restoring the river Guden”. "Population support™ will
probably be relatively small here — only a few people work with beekeeping. This
indicates a "low" population support — that is, probably a score range of 0-100. In
terms of the "intensity” of beekeeping, it usually takes place in the summer, so there
is a certain limit as to how long this issue can be undertaken during the year. It
could be relevant to conclude that we were in the "partial intensity" scale. In terms
of economic importance, there is a mixed crowd of professional beekeepers, and
people who only have beekeeping as a hobby. The overall economic importance of
beekeeping is relatively limited (around DKK 60 million of honey is produced per
year in Denmark). It therefore dictates that the economic importance is probably in
the range of 0-100. As far as the objectives are concerned, it can be argued that the
bees have disappeared from the Danish countryside with an alarming speed. This is
of great importance both for the eco-system and for, for example, for farmers' use
of bees for pollination.

You could therefore argue that it would be a very good idea to have more bees in
the Danish countryside so we might say that the importance of bees is in the 201-
300 area. For the alternative "Restoring the river Guden" it would therefore be
possible to establish a total number of points of the attribute "beekeeping" for the 4
assessment criteria to, for example, 107,5 points.

If one then assesses the area "beekeeping" with regard to the second alternative:
"Preserving lake Tange", one must then assess the allocation of points with regard
to this alternative. For example, the conservation of lake Tang is of no interest if
you look at it solely from the point of view of a beekeeper, so on an overall score
between 0-300 for the alternative "Preserve Lake Tange" only O points can
therefore be given on each of the 4 supporting criteria — population support,
intensity, economy and the achievement of societal objectives. When determining
the actual score for an attribute, the points for the 4 assisting criteria are summed up
and divided by 4 to get the total score.

GOAL TOTAL
CRITERIA INTENSITY | ECONOMICS | , . ve,, [
1.
BEE KEEP. 25 150 5 250 1%?;]?
- RESTORE P
2.
BEE KEEP. - 0 0 0 0 0 point
PRESERVE

Scoring points, an example - beekeeping
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It should be noted here that, in the context of the scoring, it is of course necessary to
distinguish between whether it is a positive or negative activity. For example, in
terms of the attribute "motorboating”, this will necessarily score low when we look
at the problem it causes due to the release of climate gases. This means that for the
alternative "Restoring the river Guden™ it will be included with a relatively high
score in terms of, for example, the achievement of societal objectives, while,
conversely, for the alternative "Preserve Lake Tange" there will be a relatively low
score.

On the other hand, this attribute will score higher on Population support and
Intensity at the alternative of Preserving the lake Tange, than in the alternative
Restoring the river Guden, since such motor boating will probably not be possible
on the restored river. The model also presupposes that the alternative "Preserve
Lake Tange" covers only the lake itself and its use and associated consequences.

Thus, one could argue, for example, that it is also possible to collect mushrooms,
pick berries and flowers in the area near lake Tange, but this fact is obviously
irrelevant in order to assess the alternatives: a) Restoring the river Guden versus b)
Preservation of lake Tange, because the Tange reservoir has no influence on this
relationship. As an example, let us look at Recreational issues associated with the
two alternatives on the next page.

CRITERIA - GOAL [Ray\8
& IR ‘ SUPPORT | INTENSITY [ ECONOM. | , -2 20 c
LANGLING 250 200 10 75 133,75
2. MOTORBOATING 0 0 0 0 0

3. CANOOING 75 200 10 5 72,5
4. OTHER - SAILING 25 150 5 5 46,25
5. MOUNTAINBIKE 275 300 10 5 1475
6. JOGGING, RUNNING.. 300 300 25 5 157,5
7. BERRY PICKING. .. 250 200 10 5 116,25
8. BATHING 10 25 0 5 10

9. HUNTING 175 150 25 5 88,75
10. BIRSD WATCHING 200 300 10 5 128,75
SCORE - RECREATIVE | \ 901,25

Scoring recreational values — restoring the river Guden
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CRITERIA - GoAL R\
A.RECREATIVE ‘ INTENSITY'| ECONOM. | »criiEvEM.
1.ANGLING 100 200 5 10 78,75

2. MOTORBOATING 10 200 5 0 53,75

3. CANOOING 100 200 15 5 80
4.OTHER - SAILING 50 150 5 5 52,5

5. MOUNTAINBIKE 0 0 0 0 0

6. JOGGING... 0 0 0 0 0

7. BERRY PICKING... 0 0 0 0 0

8. BATHING 15 25 0 5 11,25

9. HUNTING 125 150 20 5 75

10. BIRD WATCHING 150 300 10 5 116,25
[SCORE-RECREATIVE 4675 |

Scoring recreational values — preserving lake Tange

F) Implementing the model;

In this way, we will create an overview of the importance of each of the 5 issues
addressed and, finally, a comprehensive picture with regard to the two alternatives
will emerge. It should be noted that it is of course not kg, Euros, m? or similar we
aggregate and assess, but rather "advantages" and "disadvantages".

For example, if we are able to conclude that heavy metals can pose a problem in
lake Tange but not in a restored river Guden, we have also been given information
that we can use. In our scoring, we can then further assess whether this difference is
small, medium or large. If we sum up these “advantages" and "disadvantages", we
will eventually have a total score that expresses the benefit of the two alternatives.
This would look like the following overview.

® RESTORING RIVER GUDEN
® PRESERVING LAKE TANGE

RECREATIVE ENVIRONMENT NATURE ECONOMICS SOCIETAL GOALS

The conclusions sketched out above are based on the total assessment of the
alternatives. These can be seen in the model below.
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- P Total score
Weight (scale 0 - 200)
PREFERENCE/ (2.000
ARG POINGS) ISREStore river | Kcep lake | Restore river
Guden Tange Guden
A. RECREATIVE 400 points
1.FISHING 40 133,75 78,75
2. MOTORBOATING 40 0 53,75
3. CANOOING 40 72,5 80
4. OTHER - SAILING 40 46,26 52,5
5. MOUNTAINBIKE 40 1475 0
6. JOGGING... 40 157,5 0
7. BERRY PICKING... 40 116,25 0
8. BATHING 40 10 11,25
9. HUNTING 40 88,75 75
10. BIRD WATCHING 40 128,75 116,25
SCORE-RECREATIV. 901,25 467,5 | 18.700 |
B. ENVIRONMENT 400 points -
11. HEAVY METALS 80 90 0 “
12. CARBON/PHOSP. 80 125 375
13. CLIMATE GASES 80 1375 0 “
14. WATER TEMP. 80 87,5 7,5 m
15. PH VALUES 80 62,5 0 0
SCORE — ENVIRON. 502,5 45 3.600
C. NATURE 400 points
16. BIODIVERSITY 50 1775 1125
17. SALMON REPRO. 50 243,75 0 “
18. SEATROUT HAB. 50 187,5 0 “
19. REDLIST SPECI. 50 250 0 “
20. FLORA 50 151,25 126,25 7.562,5
21. AESTHETICS 50 131,25 101,25
22. INSECTS 50 162,5 76,25
23. BUTTERFLIES 50 38,75 20 1.000
SCORE - NATURE 1.342,5 436,25 21.812,5
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D. ECONOMICS 400 points

24. LOCAL TAXES 40 126,25 10
25. LOCAL SAVINGS 40 113,75 3,75
26. PRICES-LAND 40 31,25 0
27. GOV. REVENUES 40 87,5 13,75
28. START-UPS 40 56,25 0
29. ANGLING-TOUR. 40 181,25 76,25
30. ECOTURISM 40 150 0
31. BEE KEEPING 40 107,5 0
32. HYDROPOWER 40 0 137,5
33. CANOOING 40 81,25 88,75
SCORE - ECONOMIC 935 330
E. GOALS-SOCETY 400 points

34. DK ECO IMAGE 44 175 0
35. TOURISM 44 150 60
36. SUSTAINABIL. 44 175 0
37. WFD (EU) 44 231,25

38. NATURAZ2000 44 152,5

39. BIODIV. CONV. 44 177,5 88,75
40. CLIMATE GASES 44 138,75 50
41. HABITATS (EU) 44 151,25 0
42. CULTURE HIST. 44 165 225
SCORE - SOC. GOAL 1351,25 198,75
Total (max. 600.000) 2.000 - -

Multi-attribute model for the assessment of:
a) restoring river Guden versus
b) preserving lake Tange

Key points — multi-attribute models

66.715
247.490

This multi-attribute model is a so-called anthropocentric model. It’s designed to
serve human interests. Had it been designed as an ecocentric or biocentric model, it
would probably have deviated from the attributes included here, and we would
probably have had an even greater advantage in terms of the restoration of the river
Guden. In the following we will briefly outline the elements that may act as key
points in relation to the multi-attribute model and its application.
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(a) ambiguities in relation to use

The model may be unclear if we look at the assessment criteria we have set for
individual attributes — here population support, intensity, economics and
achievement of societal goals. Let's try to look at one of these factors to
demonstrate these ambiguities -"population support™.

(1) population support;

This criterion makes logical sense when interpreting it in relation to the area of
"recreational interests". How many people are interested in that activity? However,
when it comes to, for example, ‘the environmental area’ does not really make sense.
Here, "population support™ must be interpreted differently. Here it is chosen to
interpret it as "the number of people potentially affected by a given environmental
nuisance”. Then it starts to make sense again. For example, there will be a
difference between those exposed to the nuisance due to a strong flowering of algae
growth in Lake Tange and the number of people at risk due to the number of heavy
metals buried in the sludge at the bottom of Lake Tang. In doing so, we are also
able to make relevant, meaningful points in connection with the model.

Similarly, the criterion "population support" must be adapted to the area of
"economy", while for the area "nature" we can use the understanding applied tothe
"recreational area" — for example, how much support is the support for wanting to
protect, for example, the "'red list species"? On the other hand, in the area of
"economics", we must interpret “"population support” in more detail as the number
of people who can benefit economically from a given attribute. For example, if the
"income™ increases in terms of "municipal taxes", it will benefit all the people who
live in the municipality concerned (e.g., through the amounts of tourism). On the
other hand, the assessment of the attribute in terms of the economic value of, for
example, "beekeeping"” will be correspondingly lower. We are thus able to
distinguish things and can thus also make meaningful points. As far as the area of
"social goals™ is concerned, for example, the question must be adapted: how many
people support the social objectives promoted/hampered by that attribute? There are
probably more people who can support "Denmark's green image" than people who
support the "expansion of tourist products". This will enable us to distinguish
Similarly, the concepts of "intensity", “economic” and “goal achievement™ must be
used and adapted according to the individual areas of "'recreational”, "natural”,
"'economics" etc.

b) Other problems

Other problems of the model include:
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1. Overlap

There may be cases of overlapping assessment criteria, such as recreational fishing,
the commercial interest in fishing tourism and the societal objective of offering
more and more interesting tourism products.

2. Subjective assessment criteria

When setting weights and points, subjectivity may play a part, but this is somewhat
lessened by the fact that explicit assessment criteria have been drawn in when the
points are entered.

3. Interests may be excluded

Despite attempts to include all relevant interests, it cannot be ruled out that other
interests could also be included. It could be argued, for example, that research
opportunities would be greatly improved if the river Guden were re-established, in
order to examine how, and at what rate, a re-established ecosystem develops, how
and how quickly the genetic adaptation of the salmon occurs through the
establishment of a self-reproducing salmon population, etc.

One could also include horse riding, for example , as an attribute that would be
relevant if river Guden was re-established. Other issues are also likely to be
considered. Sometimes the models simply need to be simplified to a certain extent,
so that the emphasis is placed on clarifying the key issues.

1. Additivity

One could argue that one cannot aggregate interests in this way it is done here, but
if we want to have a single measure of overall advantage, this is a relevant way of
doing so. It is sometimes argued that you cannot put apples and pears together, but
if we are interested in the number of fruits, it is of course a valid way of doing so.

Strengthening the validity of the model would be if you worked with the model in a
team, so that a certain consensus was created behind the scoring. Our bid for a
result of the use of the model is shown in the text section. It is quite clear here that a
decision to restore the Guden, taken together, will bring very great and obvious
advantages in terms of preserving Lake Tange.
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Benefits of multi-attribute models

preferences and utilities are exposed directly

it links corporate values and objectives with preferences and utilities
the model is comparably simple and understandable

all relevant issues are exposed

the function of the model is easily adaptable to a computerized process
it includes hard to quantify social, environmental and economic issues
it lets you formally rank your alternatives

the model can be used as a vehicle for relevant management discussions
the model lets you argue why a decision has been made in- and outside of the
organization

it will let a sustainable organization implement its visions, values and
objectives directly into a decisional framework

Drawback of the model

B preferences and utilities can be hard to rank

B we might see linkages between economics and points instead of having two
separate areas of asessment

B operational and tactical decisions can be deemed too insignificant for including
into a multi-attribute model framework

B bringing preferences and utilities into the open can be opposed by some
decision makers and bring confrontation

B if money is the only objective of being in business the model becomes more or
less irrelevant

The principal merits of the multi-attribute model are in fact quite strong and like the
example above shows also fairly easy to implement. The model therefore also
shows potential when looking for methods to widen the scope of the formerly
overriding economic way of looking at issues including that of working with
sustainability.

SUSTAINABLE STRATEGIES

There sometimes seem to be confusion about what strategy actually is. Some see it
as the whole process of setting up corporate vision, directions, goals, plans etc. and
some see it as a specific part of the process of searching out major activities or
paths chosen to implement the identity, visions, direction and goals of a
corporation. Here the latter part is the one we will identity with the conceptual
contents of strategy.
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A strategy represents a mean for achieving goals and/or for following a direction set
forth, so it answers the question of how we do things. If we want to replace non-
renewable materials with renewables, how do we do that? We might look for a
renewable resource that can substitute the current solution. We might have an
external supplier deliver the required solution because they are at the forefront of
technological developments. We might accept a less environmentally damaging
compound with more renewable ingredients. We might give up on the solution and
have the product removed from the product line or change the entire value chain.
Each of these possibilities will represent a different strategy.

We will distinguish between overall corporate strategies and functional strategies.
Overall corporate strategies will trickle down through the corporation, having more
widespread effects, often involving a longer time horizon and the economic
consequences can be very important for the survival of the corporation. Overall
strategies are concerned with e.g., competitive power, forms of organizing,
acquiring other companies, logistics and value chain configurations, sustainability,
ownership models etc. In other words, they will impact the fundamentals of the
corporation. Such strategies will encompass products, product groups, segments
and business areas.

Functional strategies on the other hand will be confined to the functional
perspective. Functional in this respect also embraces corporations working in a
group or project structure. It concerns e.g., choice of supplier base, pricing,
marketing, staffing, HR, EHS etc. We will confine our discussion to the subject of
sustainable strategies at the overall as well as the functional level of corporate life,
the purpose of both being to form and strengthen sustainability. Sustainable
strategies will permeate almost all aspects of corporate and functional life so in that
sense you could view functional strategies as the offspring of corporate strategy. In
that sense it becomes a sort of axiomatic element in drawing up strategies that
becomes a “must-have” and not a “nice-to-have” element of the process.

An important issue in sustainable strategic management is which products, services
and product groups, to offer, which segments of the market you should serve and
which business areas that an entity should focus on and which not. In order to use
the vocabulary somewhat similar and introduced earlier we can design a matrix
according to the one shown below.

This matrix is a 3 x 3 matrix resulting in 9 different ways to conduct strategic
moves. The overall goal will be to achieve a satisfactory profit as well as
performing operations in line with sustainability. So the basic question relates to
how we develop strategies to become a predator — a lion — where profitability is
secured as well as sustainability.
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Exhibit 12.31 Sustainable strategic matrix

The matrix above is intended to capture the sustainable organization’s current
situation. Both sustainability and profitability are measured in absolutes not relative
to each other and divided into low-medium-high segments. The conventional
growth issue is taken out of the matrix. The sustainable organization should aim for
the Lion, Leopard and Cheetah segments in that order — the predator segments.
Strategies for developing the producer segments and prey segments must then be
worked on to make this happen either by eliminating them, invest in them, divest
them or merge them. Eventually this will lead to forming directions and goals for
each of the products, groups or business areas that corporate strategy will include.
How a corporation moves from a producer to a predator segment will be dependent
on the level of analytical skills, imagination, risks, etc. The basic idea, however, is
to push products with high sustainable contents and divest or reduce products and
services that exhibits unsustainable attributes and corresponding high
environmental impacts e.g., low sustainability.

When using traditional strategic models, you will employ SWOT related issues to
be dealt with — existing and new competitors, competitive moves within the
industry, impacts of legislative measures on your business, employing key
personnel, structure, brand issues, employing new technological solutions, R&D,
etc. When working with the matrix suggested here your strategies will of course
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involve some of the same elements but with different priorities and most important
of all with a different way to communicate about strategy. This way of
communicating will unfold by taking natures workings into account in order to
understand the business, how to model your strategy, how to engage people, how to
communicate and how to support an entity’s sustainable identity.

So instead of just focusing on how to move a product group in a new market and
look at penetration rates, market share, logistics etc. you could make a parallel to
e.g. the functions of a herd of wildebeest on the savanna moving to cross the Mara
river or grassing on the savanna or giving birth to calves and so on. You would
identify the conditions for a successful crossing, for having enough to eat, for not
stirring the curiosity of lions when giving birth. That way you are able to relate
business facts to a situation that might make more sense to people than just endless
PowerPoint slides. The findings of such discussions must then be translated into
business terms in order to make strategy implementable. However, communication
taking their departure in a totally new arena can hopefully stimulate discussions and
revitalize strategy having more people being able to relate to strategic issues.

The matrix in the Exhibit can be designed to your own specifications. Traditionally
such matrix’s are concerned with growth, divesting, market position etc. The
sustainable matrix can be designed to accommodate the specific needs of your own
organization. If the idea is to analyze the use of non-renewables you can form the
matrix according to that e.g. with an x-axis that include external costs by using non-
renewable A and sustainable indicators on the y-axis dealing with logistical issues
by replacing it with renewable B, change of technology, wastes etc. The key point
then is that discussions about replacing A with B will center itself around the
position reached by A in the matrix and if e.g. it’s rated as a producer e.g. a type of
grass (low sustainability, low profitability) discussions will be around the issue of
how grass survives, thrives and spread in a given environment. If the aim is to try to
move product A to a position of a prey (e.g. medium sustainability, high
profitability) discussions would be about how we translate the SWOT elements of
grass into strategies that will allow us to move into the prey segment. So, the matrix
will form a “helping hand” in order to deal with strategic moves.

By employing the workings of the natural world, one will of course find that this is
very much different from the way human beings normally compete, live, grow etc.
Nature is often cruel, unforgiving and markedly opportunistic. This will of course
have to be translated into a specific business context. The idea, however, that nature
will provide us with inspiration for dealing with strategy is unflawed and will give
the organization a unique way of approaching strategy and hopefully revitalize this
key area of corporate life. This can involve biologists, chemists and other people as
facilitators not normally involved in designing corporate strategy. If looking at how
a panther hunts you will find it often employs shadows in order to conceal itself for
prey. You can translate that fact into a number of strategic questions. How do we
provide for “shadows” when introducing product B in market Y? How are we able
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to get “close” to our competitors in order to “attack”? How do we provide for
organizational “fitness” in order for us to start hunting? How do we provide for a
”surprise” attack. These and a number of other questions can broaden discussions,

reveal risks, provide for ideas to make strategic moves etc. and complement the
issues raised in a SWOT analysis.
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At the fourth level strategy we suggest implementing three elements — that of
drafting plans and Key Sustainable Indicators and that of wrapping it all up that is
implementing the strategic platform developed.

KEY SUSTAINABLE INDICATORS (KSI)

Normally we speak about Key Performance Indicators or KPI’s. In a sustainable
context I would suggest that we rename such measures to Key Sustainability
Indicators or KSI’s. They are the focal points to consider when taking out the
essence of various phenomena — biodiversity indexes, BOD, pH etc. — according to
the environmental problems under investigation. Examples of some of these key
strategic sustainability indicators would be:

ratio of renewables to non-renewables

mileage of conventional transportation to sustainable transportation
ratio of co-driving to individual driving

vegan food to conventional food

renewable energy to conventional energy sources

biodiversity indices

number of video conferences to ordinary meetings

amounts donated to philanthropic purposes

environmental beneficial purchases to conventional purchases
environmentally certified products to ordinary products

discharges, emissions and wastes of various compounds and substances etc.

Such KSI’s should be available throughout all levels of the organization - from the
assembly line operator who cause wastes to occur to the CEO who is responsible
for the overall sustainable performance of the corporation. The KSI’s must
accommodate responsibilities to be measured. We will elaborate a bit on that in the
next chapter where a sustainable strategic model is presented.

When drawing up KSIs in a sustainable organization it’s important to note that such
indicators are:

pertaining to decades

continuous

monitored irregularly

cleansed of bonus schemes

specifically directed towards organizational identity
lacking traditional quantification
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These points will separate such KSls from most other traditional KSIs. Drawing up
KSils for organizational identity will depart from directions measured according to
surveys, societal developments, organizational developments etc. If we are to
monitor organizational values, culture and ethics over decades we have to realize
that altering these elements takes time — a long time in some instances. We will also
have to acknowledge that organizational developments will play a part — new CEOs
being recruited, buying subsidiaries, moving into new markets, developing new
products, hiring new employees of the organization etc. This will also mean that the
organization is a living organic structure that continuously need to be guarded of its
path towards sustainability.

An appendix to the strategic plan - Environmental audits

Though not part of the general model suggested in the fourth step of the strategic
framework we will anyhow use a few words in order to deal with the concept of
doing environmental audits. An environmental audit is often used in order to secure
that policies are followed and to discuss environmental issues with management of
particular sites or businesses in order to strengthen strategies developed.

CASE — ENVIRONMENTAL AUDITS AT 3M

3M began its environmental audits back in 1981 as a result of increasing concerns
about future liability costs and growing environmental concerns. The audit
department was set up as a centralized corporate unit with 3 people employed at
that time.

The expansion of efforts can be seen in the light of rising demands from federal,
state and local levels and a complimentary flow of compliance issues to be dealt
with. This originally also meant that 3M’s environmental auditing department for
years was seen as the extended arm of the EPA positioned in a corporate watch-dog
role. This attitude has since been changed and the auditing department has gone
from a watch-dog role to being an important part of counseling as well as a source
of information. The idea of 3M’s environment auditing efforts is to secure an
independent verification that:

B 3M operations are in compliance with applicable internal and governmental
requirements

B Environmental management systems are in place to assure continued
compliance and

B Operating facilities and process units are designed, constructed, operated and
maintained properly
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3M in Minnesota, USA

The operational part of an audit at a 3M facility can be separated into 3 distinct
steps:

B Pre-audit activities
B On-site activities and
B Post-audit activities

All audits carried out are announced to the entity in question beforehand and
normally a corporation will know several months in advance when and where the
audit will take place. A preparation checklist will then be developed by the auditors
and a team will be selected to carry out the specific audit (2-3 people). A risk based
assessment will secure which sites to be audited. This is done via a multi-attribute
model which scores the different environmental issues (air, water, hazardous waste
etc.). Scores will range from 35 to 800 helping to prioritize the auditing procedures.
Upon arrival the team will meet with relevant people at the site to introduce the
detailed program. On-site documentations, records, correspondence with authorities
will be reviewed taking 1-5 days depending on the size and complexities involved.

A normal audit will take 2-3 days to carry out. The practical steps generally involve
two basic elements. Firstly, an overview or walk-through of existing manufacturing
operations and related pollution control equipment is undertaken (technical
auditing). Secondly a paper-based audit will be undertaken as well. This walk-
through will usually contain the following elements:
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Checking solvent/hazardous material storage

Waste container storage areas

Sample collection points with regard to air and water
Waste generation sites

Boiler rooms

PCB equipment

Site laboratories

Outside areas

Air emission points on roofs

Contract laboratories

The paper audit will check out the following elements based on pre-defined
checklists:

The EMS documentation
RCRA contingency and SPCC plans
Hazardous waste manifest forms

Annual reports and permits for air, water and hazardous wastes
Personnel training records

Pollution Prevention plans and reports

Contracts for waste hauling/recycling

Air emission release reports

Tank inventories and inspections

Hazardous waste stream classification

Incident reports and public complaints

Waste stream profiles

Environmental goals

A draft report is then written, and an action plan made for suggested future
measures to improve environmental procedures.

In about 1-2 weeks the auditors will make a final report on their findings and
submit this report to higher levels management at 3M such as the Facility manager,
E&S Manager Manufacturing Director, Division VP etc. The Facility manager is
responsible for carrying out the proposed improvements and keeping the suggested
timetable concerning these. An audit computer tracking status report (ACT) is
issued with a 30-day interval until all corrections have been implemented. The audit
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report is issued under the so-called “attorney-client-privilege” which means that the
report is outside reach of environmental authorities and other stakeholder groups
and accordingly cannot be used in any legal measures taken against 3M.

IMPLEMENTING

Implementing sustainability in an organization is a continuous, never-ending
process. Some of the key factors here are to collect and shape an organization with
homogenous values, culture and ethics. People who are driven by a biological
sentiment and who fully complies with an organization’s sustainable directions and
goals and whose ambitions are second-to-none. Implementation can be done by
creating a flat organizational structure, by delegating responsibilities, by
establishing meaningful KSFs, by creating a sense of “we” culture in an
organization, by cooperating with other sustainable parties, by engaging
stakeholders and so.

Though plans and budgets are omitted the activities undertaken to drive sustainable
strategy will of course be implemented in the short-range plans and budgets of the
organization. By deploying sustainable accounting some of the issues to be dealt
with can enhance the quality of the decision-making process. One thing sustainable
accounting, however, cannot do is to be turned into a strategic tool for the next
decades. Sustainable accounting simply does not possess the attributes necessary to
accommodate plans and budgets when operating with a strategic horizon of decades
or even centuries. Its job is confined the short-range perspective.

Implementing and outcome

The outcome of a decision - what is to be implemented - is subject to at least two
potential major modifications.

) . w =

Exhibit 12.32 Modifications foregoing implementation

FACTS g

Determining what facts are can sometimes be difficult and end into very different
perceptions. The reason for this can be due to various agendas attached to such
facts. A saying is that the first victim of war is the truth, and this exemplifies very
well what we’re taking about. Such agendas can push true facts to various degrees.
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Modifications takes place when rallying stakeholders that has an interest in the
decisions taken. This is the place when “I think”, “I feel”, “I mean” can take
precedence over facts. After the decision has been made the next modification will
happen when the outcome is to the presented to stakeholders. Here you will often
find marketing people, advisors, lawyers, auditors and others that will affect how
the outcome will look like —e.g., the degree of “greenwashing. So, from facts to
outcome various distortive measures can take place in the process that makes
implementing suffer to various degrees. This then can affect implementation on the
part of people working in an organization, trust of financing sources, partners and
others. Politicians can deviate from stated political goals, business leaders can adapt
to changed circumstances, civil servants can become controlling factors and
presidents can be corrupted during the process.

A sustainable organization should try to minimize such distortions between facts
and outcome of decisions. Unlike a pandemic the problem is that timing is different.
The process from facts to outcome can take decades to emerge and that’s why we
need the power of science to guide our decisions.

From science to communication

One of the major problems of implementing necessary solutions is the way we
approach information and communication about climate change, biodiversity,
resource depletion and so on. Scientific evidence has shown us what is needed and
yet we see ridiculous inaction by both politicians and citizens. The key question is
how we accommodate change and one of the problematic issues is that of
communication. Most people do not internalize distant future changes. They look
for what’s going to happen next week. The center of concern to most people is not
what their children or grandchildren might experience but how their families are
doing right now. Attention by most are not words like climate crisis, deforestation
or depletion of resources but low pricing, accessibility and convenience. The object
in focus is not climate refugees, rising water levels or the ice melting but the
individual needs for more stuff, more interesting, remotely located tourist resorts
and higher paychecks. The mere idea of fundamental changes in lifestyle,
consumption patterns and assuming responsibility are not on the agenda. One of the
issues why this is so has to do with communication.

People do not respond to threats, distant dangers, problems emerging at other
continents but to their immediate living conditions and the immediate problems
they physically experience. Some will recognize rising temperatures as a positive
thing in Denmark and avoid reacting to the fact that people in other places will have
to flee due to desertification. Some might react positively to price increases due to
environmental taxes on fossil fuels but might fail to recognize that their
consumption patterns are serious drivers of the climate crisis. Others will buy low-
priced supermarket chickens not realizing that the reason for that is large-scale
industrial operations that counter any consideration of animal ethics.
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So, the key question when looking for necessary changes is how do we convey
information in a communication process that will induce such necessary — and
fundamental - changes.

SOME CONCLUSIONS

Traditional strategy models generally emphasize the competitive position of an
organization. Markets shares have to be won, returns increased and new products
must be marketed. The competitive organization must develop strategies that makes
it stronger, higher and faster. The suggested sustainable strategy model does not
deny competition but add one element. The Olympic ideals of faster, stronger and
higher in 2018 was added this element: together what we above called the “we”
element of strategy. Sustainable strategy must be turned into operating with a long-
term perspective. It must develop its own way of creating a language of strategy
that makes it unique and make sense to people involved in the organization. It must
build upon “hard data” as well as “soft data” as exemplified by the biological
sentiment, and it must form KSFs that are meaningful to operate with and seek to
create an organization that have a strong identity and a common shared direction.

As you might have noticed the idea of drafting conventional plans and budgets
included in the conventional strategy model are omitted in this model.

HOW TO MAKE SUSTAINABLE DECISIONS

In Chapter 5 concerning accounting we outlined some basic principles and methods
for making economic rational decisions. The basic theoretical key-points here was
that when marginal costs equal marginal revenues we’ve found an optimal solution
for how many products to sell at what price and when discounted revenues was
greater than discounted cash outflows, we should decide to undertake such an
investment. The essential question now is how these decision rules will match with
demands puts on the corporation when it engages into sustainable thinking?

Economic figures do not tell us anything about products or services environmental
performance. So, in essence the usual economic criteria for making decisions do not
add up with sustainable demands put on the corporation. On the other hand, a
corporation is required to earn money which means that economic information is a
necessary ingredient to enter into the equation. Another important point is taking
ethics into account. The utilitarian ide a of ethics was to create the greatest
happiness to most people. Translated to economic terms this mean achieving the
highest net return possible. Now let us take our departure by using the following
model.
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Consequences

Deontological ethics ~ Utilitarian ethics

Exhibit 12.33 Ethics and sustainability

The question then becomes who are these people we’re creating this happiness or
maximum return for? The local population, the nation or future generations? Often
there will be conflicts between local interests and that of future generations. Who
are the subjects of our decision then? When sustainability enters the arena there can
only be one answer to this question and that is the interests of future generations so
far as we’re able to know something about such assumed interests. This will deviate
from the basic idea of utilitarian ethics often confined to the short run rather than
the long run and looking at consequences rather than directions. This also means
that we must reject the idea of utilitarian ethics as the main guidance for making
sustainable decisions. Instead, we must rely on deontological ethics focused on the
purpose of decisions asking about the ethical attributes of strategic directions/goals
of such purposes. Only if we ask about the net happiness created across generations
can the utilitarian idea hold water. The question is how we weigh such happiness?

So, we need to find a model that will allow us to make sustainable decisions using
information from the economic as well as the sustainable platform. One of the
obstacles involved is the different time horizons involved, another is the different
measurements being used. One option would be to decide to turn all data into
economic units in order to get a picture of the costs and economic benefits
associated with a product or a service. This could be viewed from a life-cycle
perspective or from a shorter time span. However, it’s important to notice that
environmental effects of a product or a service will often have a much longer time
to unfold than the associated economic consequences. An economic transaction is
finalized when the product is sold and guarantees expired. An environmental
transaction like emitting a substance into the atmosphere can take centuries before
being “finalized”. Likewise, we do have serious issues to be dealt with when
converting environmental issues into monetary units. How many Euros are involved
when we talk about a decline of biodiversity in a certain area? It pertains to the
issue of discounting monetary amounts as well. It makes no sense to discount
monetary amounts associated with e.g., nuclear wastes that will lose their
radioactivity in 5.000 years from now. Furthermore, we do not at the moment have
any idea how we were to discount a natural asset because the rationale behind
discounting does not apply to the natural world. Another issue is how we distribute
environmental effects with regard to causes — environmental as well as contributing
corporations, citizens, natural developments etc.? Such questions pose serious
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methodological issues. We’ve earlier advocated the use of a multi-attribute model
for entering into strategic decision-making processes and we will also advance that
model for making sustainable decisions. In other words, we will suggest that
making sustainable decisions involve two models — a sustainable accounting model
and a multi-attribute model. We will also advocate the point that making
sustainable decisions should predominantly involve:

a long-term rather than a short-term view

the identity of the organization

economic as well as non-economic decision models
internal and external issues

transparency, reliability and relevancy

KEYPOINTS — SUSTAINABLE MODEL OF STRATEGY

In order to conclude upon what has been written above we can make an outline of
the proposed model for forming strategy in a sustainable organization. Drafting
scenarios is a good way to further discussions about how the world might look like
decades from now and what it might not look like™. Drafting worst case scenarios
and assessing weak signals are important here. This will be the wall against which
you will fire your balls and evaluate future possibilities and threats.

Taking stock of the organization then is a next step where weaknesses and strengths
are assessed and future developments estimated as to future workforce, raw
materials market developments, business units and product families, recruitment
procedures, organizational structure etc. The most important part here is to assess
where the organizations stand as to its values, culture and ethics. Performing a
SWOT analysis should then reveal basic conditions for forming its vision, mission,
directions and possible goals. Alternative strategies for accommaodating these
should be contemplated especially how the organization will develop its identity in
the future. Decisions must then be taken by using both economic instruments as
well as doing a multi-attribute analysis. These will pave the way for reaching
concrete sustainable strategies. Decisions must then be funneled into short term
plans and budgets that has to do with operative management. KSF must be
established for the long term and monitored continuously. It should be mentioned
that plans and budgets of course will not be a part of sustainable strategy. At best
these informations will play a part when analyzing strategic alternatives and
decisions.

12.5 ACCUNTING INFORMATION AND
SUSTAINABLE STRATEGY

We’ve earlier on claimed that accounting information is a short-termed instrument
and therefore not appropriate when dealing with in a sustainable strategic context
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that might span decades. The question then is how we can make use of accounting
information in a sustainable context?

A SUSTAINABLE PARADIGM

The basic requirements for a new paradigm to take the place of the current is
present. The challenging issues have already emerged and are readily available. The
alarm bells are blazing away. Despite this, a sort of “business-as-usual” atmosphere
seems to have grabbed hold of the majority of people. In a sense there’s nothing
surprising in that. Change is preceded by a time lag before adapting takes place.

Paradigmatic changes are almost always associated with power struggles. Those
who will be hurt from a new paradigm will try to stick to the current for as long as
they can. Those who benefits will demand changes carried out as fast as possible.
Sometimes a new paradigm will require the current supporters “to die out” before a
new future can emerge due to the power positions that will not be abandoned freely
before they in fact become de facto antiquated.

Using the framework of accounting to provide data about internal and external costs
and externalities associated with time spans of say 50 or 100 years is of course out
the question if “normal” data requirements are to be observed. The most crucial
question is, however, whether employing the same mechanism

— that of the market — is the best way to combat environmental issues. We’ve done
that before by imposing taxes and tariffs, by liberalizing the energy market, by
setting up energy bourses, by imposing requirements for reporting on
environmental issues etc. It seems to have become a sort of underlying premise of
the ways we adopt answers to the challenges piling up in front of us and our
children. The market is, however, a mechanism that attracts people interested in
maximizing their own self-interests and that does not necessarily comply with what
is needed when addressing the environmental issues at hand now and in the future
and can lead to market anomalies. Solutions will furthermore be flavored by a
mixture of political and lobbyist issues which is why the German government is
backing out its previous support of EU regulations that would phase out
conventional motors from 2035.

Environmental costs and revenues, however, can be highly relevant to pinpoint
important issues associated with the short-term or medium-term range like the
SEEA framework is an excellent example of. Such costs and revenues can also be
used at the corporate level to focus on issues that a corporation needs to address and
prioritize. What the economic system and market cannot do, however, is to let the
economic issue be the only one addressed.
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Old paradigm New paradigm

Homo Economicus

Homo Assiduus

Ego-centric ethics

Eco-centric ethics

Short termism is the way the entity
conduct business

Long termism is the way to tackle future
challenges

Money and power are the basics of
making business decisions

An entity’s identity as well as economics
must be the basis of making sustainable
decisions

The entity stands united for
competing against others

The entity sees itself as a cooperative
unit that involves itself

Stakeholders are diverse with
specific interests

Stakeholders basically have the same
interests when it comes to sustainable
issues

The entity defines its borders from a
judicial and economic point of view

The entity sees itself as an open dynamic
system that in principle is unlimited

Decisions-making happens by using
economic measures and models

Decision-making is done by employing
economic measures and by way of
employing multi-attribute models

Strategy is decided by taking a view
of 3-5 years

The entity perceives strategy as
unfolding within decades or centuries

Sustainability is seen as an idea that
satisfies current needs while
preserving opportunities for future
generations

Sustainability is seen by the way values,
culture and ethics are structured by the
entity

The vocabulary and methods are
derived from war

The strategic frame of reference and
vocabulary is unigue to an entity

Use of resources, nature
considerations and
emissions/discharges are ranked
low in the organization

Non-renewables, biodiversity and
climate changes are key issues ranked
high in the organization

Organizational structure is
hierarchical

Organizational structure is flat

Strategy is a one-off endeavor
performed with irregular intervals

Strategy is a continuous effort of
developing, monitoring and dealing with
weak signals, changing scenarios and
issues confronting the entity

Strategy is undertaken by the board
and CEO in closed processes

Strategy is in principle an open process
where everyone can chip in

Strategic direction is determined
top-down

Strategic direction rests on a shared
identity in a mixed top-down, bottom-up
process

Focus is on the man-made
environment

Focus is on nature

Attributes associated with Homo
Economicus

Attributes associated with Homo
Assiduus

Exhibit 12.34 Various attributes of paradigms
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It takes time to alter a view of how the world works because it can mean that
privileges, status, power relationships and opportunities will also shift.

Sustainable responsibility in a strategic accounting framework

We will try to put sustainable responsibility into an CoA framework in order to
suggest a simple model that can be used in a strategic context by an entity.

O AR BIOD R OTA
€100.000 External Internal
€60.000 €40.000 €100.000
Rewilding | Treeplanting | Rewilding | Treeplanting
Projects 1-4 €40.000 €20.000 €25.000 €15.000 €100.000
OR External Internal
250 points 150 100 250 p
Rewilding | Treeplanting | Rewilding | Treeplanting

Pro'lects 1-4 75 100 25 50 250 i

Value ratio |
€ 400/ €533/p €200/p €1.000/p €300/p €400/p
Value ratio Il
0.0025p/€ 0,0019p/€ | 0,005p/€ | 0,001p/€ 0,003p/€ | 0,0025p/€
TYPES CENTERS OBJECTIVES
EXTERNAL INTERNAL BIODIVERSITY
COSTS REW.-AREA X REW.-AREAY REWILDING
— =
POINTS TREEPLANTING - 1 TREEPLANTING - 2 TREEPLANTING
PROFIT & LOSS BALANCE SHEET

—»T«—

Exhibit 12.35 CoA view of handling monetary costs
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When turning to implementing the attribute model into a CoA framework the first
thing to notice is that we do not balance these accounts. In other words they are
dynamic accounts that changes according to strategic measures taken by an entity.

0 1000

sustamso

| BIODWRSITY ‘ ‘

|

m RESOURCES ‘ ‘

‘ WORKING PENVIRONMENT ‘ ‘

BIODIVERSITY CLIMATE LAKE OBIECTIVES SUSTAINABILITY

300 | 120 | 100 | 100 100 | 120 120 | 1000
180 20

RESOURCES WORKING ENVIRONMENT WOODLANDS UNSUSTAINABILITY

20 | 20 700
180

Exhibit 12.36 CoA view of score points

But let us go through the model. When beginning an entity must take stock of
things. How does the entity e.g., value biodiversity and what has been done to
combat loss of biodiversity? Let us assume that each of the 4 areas will have an
ultimate value that corresponds to 1.000 considered a biodiverse ecosystem without
human intervention. We could claim that these 1.000 will constitute the “equity” of
the entity with respect to biodiversity priorities. We then credit the “Sustainability”
account with 1000 (preference) and make a corresponding debit to an account
called “Unsustainability” (700) and “Biodiversity” (300). These accounts will keep
track of where the entity is moving with regard to its sustainable responsibility
priorities. Now suppose you make a strategic decision to undertake Project A that
will affect biodiversity negatively assessed at 120 (credit) split into 100 concerning
the “Lake” (debit) and 20 concerning the “Woodlands” (debits). These two
accounts are then credited and transferred to “Objectives” which is the strategic
direction aimed for by the entity when deciding on the project A e.g., development
of a new line of products, buying a subsidiary or expanding logistic operations etc.
The total amount — 120 - is then credited this account and debited the
“Sustainability” account. We will let the two accounts “Sustainability” and
“Unsustainability” be open accounts that will not be balanced but display the
sustainable/unsustainable issues of the entity in a continuing portrait of an entity’s
developments for driving sustainable responsibility. By undertaking Project A, we
can see that this will lessen priorities regarding biodiversity (by 120 — the closer to
1000 the better). We can furthermore see that the entity’s priorities regarding
biodiversity have plummeted (to 880 — the closer to 0 the better). Please notice that
system data is meant to be accessible at all times so that only when you access the
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system will e.g., a “credit” to the “Biodiversity” account be made (e.g., 180). In
essence the accounts should be seen as dynamic accounts. In other words, it should
be possible at any time to draw a picture of developments with regard to priorities
(preferences and utilities). This way of handling sustainable responsibility within a
strategic CoA framework will give us the following information:

B we are able to highlight an entity’s formal strategic priorities with regard to
sustainable issues (biodiversity etc.)

B we can assess the environmental media prioritized (lake, woodlands)

B we are able to document where the entity is moving concerning its sustainable
responsibility priorities on-line, real-time with respect to its objectives

B we can document an entity’s sustainable development by looking at
developments in the “Sustainability” account

B we can look at an entity’s unsustainable position by looking at the
“Unsustainability” account over time

The timing element poses an issue here. In normal accounting books will be closed
every year or quarter. Here it is suggested that books are not closed at any point in
time but changes to becoming a sort of “dynamic” system evolving with the
developments in an entity’s path towards sustainability. It is furthermore worth
noticing that the CoA framework tells us something about the priorities of the
entity not the state of the environment itself. In a costs/benefit perspective we can
then use the sustainable accounting framework described earlier for assessing the
state of the environment. To this should be added a timeline indicating the
consequences over time by an entity’s activities for each of the four areas — internal
and external. It’s a tool meant for being implemented in a strategic setting.

The use of points makes way for a level playing field whether we are talking about
biodiversity, resource consumption, working environment or climate change. This
contrasts to the way we operate systems like that of environmental accounting or
eco-controlling frameworks. It directly relates preferences and utilities to decisions
and can help decision makers prioritize strategic options. It makes what we would
claim was a necessary precondition for working with sustainable responsibility in
the sense that it directly and formally relates economics (represented by costs) with
preferences and utilities (represented by benefits). This system is dynamic in the
sense that it is proposed to have changes made on-line and in real-time. The role of
the entity will be that of employing the model in a strategic framework for making
prioritized decisions within a sustainable core line of thinking. By using the model
strategic discussions will be undertaken on a relevant basis and the idea of having a
sort of unified entity identity will make these discussions meaningful because they
will address both economic as well as sustainable issues in a coherent way. The
idea of including both external and internal issues that have hitherto been a
concealed element of the entity will imply that those who work within the
organization will also be subject to inclusion when it comes to driving the entity
towards sustainability. Employees use of co-driving, voluntary work in various
grassroots movements in their free time, engaging in various community related
programs etc. will then also the of relevance to the entity. This is also why a strong
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shared commitment to entity identity becomes important. It then becomes a “we”
issue rather than a ”me” issue. The most prominent issue that breath is taken out of
“greenwashing” and that an entity is at its most naked when having to expose its
real value by setting up the system. The things you value will be played out in the
open. So lofty cloudy green objectives — the green fairytale story - will be
confronted with the realities of an entity’s true values and the decision-making
process will be transparent like never before. On the other hand, there will of course
be issues that must be attended to for employing the model. People will have to be
able to see meaningfulness the way things are conducted within the entity and
methodologically the main center of interest will be to attach points in a meaningful
way between alternatives and that of keeping the model updated.

12.6 CONCLUSIONS — SUSTAINABLE STRATEGY

Concluding from what has been written above, we will stress the identity element
as being of particular importance to sustainable strategy. Values, ethics and culture
combined with the biological sentiment are the prime elements that will define a
sustainable entity or the lifeblood of a corporation. Basically, economics is
considered subordinate to the sustainable idea. However, we must consider both
elements in order to be able to act sustainably. The major problem here is that we
cannot possibly plan the future as a kind of economic machine being wound up that
then will unfold in the future. It doesn’t work that way.

Economic instruments must be considered as short-sighted and not a part of the real
decision-making process when it comes to sustainable strategy. This is mainly due
to the fact that sustainable strategies are designed to shape the future of an entity
not to adapt. Furthermore, as have been suggested a sustainable strategy must
concerns itself with a timetable that extends far beyond what we conventionally see
as appropriate. Such strategy can span decades or even centuries. The reason for
this is partly due to the fact that implementing values, ethics and culture will take
time — often a long time to change, partly because the effects of sustainable
projects, measures and son on will take much longer to play out than conventional
strategy formation. Instead, we will suggest that an entity undertakes a “rolling”
budgeting procedure where an updated version of short-term trends are pinned
down in relevant budgets.



