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Essay

Towards sustainability maturity

By David Grayson and Ron Ainsbury
All companies are at one of five stages of maturity in their sustainability
practices, and they can all be helped to progress towards ‘champion’
status
. Responsible
hy have companies such as Amazon, Google and Starbucks attracted @ 700 helps

such opprobrium over their corporate tax strategies? i companies
Do global drinke companies have any responsibilties for the social, : fo respond fo
economic and environmental (SEE) impacts of the misuse of their products = slakeholder
beyond what may be imposed by different national laws? . concerns

How do some fast-moving consumer goods (FMCG) and retail companies
repeatedly find new business opportunities from voluntanly accepting higher
standards of SEE performance while others find it necessary to compromise
suppliers’ interests in order to survive?

What makes a handful of businesses share technologies and intellectual
property and form collaborations with NGOs (and even competitors) to further
sustainable development'? ’

We assert that the answer to these questions depends on the ‘comporate
responsibility stage of matunty' that a company has reached, the responsibility
a business takes for ite SEE impacts? and the purpose of business. Several
writers have set out various descriptions of such stages?.

This approach is by no means academic. Responsible 100 is an organisa-
tion that helps companies to respond to stakeholder concerns and promotes
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greater transparency and account
ability by esvaluating companies’
actione to be at one of four stages:
unacceptable, justifiable, commend-
able and exemplary. The Dutch
financial group Rabobank assesses
its customers’ responsible business
practices against four stages: inac-
tive, reactive, active and proactive.
The common goal of these models
ig to help companies to understand
where they ars, and to develop a road
map for improvement.

In our model we set out five
stages on a path to corporate
sustainability, which we define as
“a business commitment to sustain-
able development and an approach
that creates long-term shareholder
and societal value by embracing the
opportunities and managing the rnsks
associated with social, environmental
and economic developments™. We

Figure 1. Embedding sustainability model
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suggest corporate sustainability is a higher stage than corporate responsibility.

[ s ]

. Deniers believe they have no responsibility for their SEE impacts beyond

the law.

. Compliers simply meet minimum legal requirements and any locally

prevailing business standards in each of the markets in which they are
cperating. For companies doing business internationally this may lead to
inconsistencies in their approach in different parts of the world.

. Uthers take a more active approach: Risk Mitigators.

Opportunity Maximisers move bevond finding commerzially attractive oppor
tunities on a regular, systemic basis from a commitment to sustainability.

. We envisage companies moving to a higher stage, becoming Cham-

pions, who will engage their value-chains in sustainable production and
consumption, share technologies and expertise, and work in transforma-
tional partnerships with other companies and other parts of society.

We suggest that a company’s stage of maturity is based on a mixture of

mindset; business pumposs, strataqy, organisation and policies; and results.
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Figure 1 shows some potential dimensions of mindset and how these will
ghift with stage of maturity. The major focus, however, has been on business
purpose, strategy, organisation and policies. Based on a Cranfield doctoral
thesia by David Ferguson, the Doughty Centre has developed a modsl
for embedding corporate responsibility: figure 2. Clearly, how a company
approaches each element of the embedding medel will depend on their mindset.
Thus, for example, a denier company board ie unlikely to have any owversight of,
ar take responsibility for, the company’'s SEE impacts. By contrast, an oppartu-
nity-maximiser will have a collective board mindset for corporate sustainalkility.

Companies will respond to SEE issues very differently at different stages of
maturity as illustrated with three significant SEE issues: figure 3.

We suggest stage of maturity is not just about intent and structures but
also about results. Over time, we would expact to see the opportunity maxim-
imers demonstrating superior results both in terms of sustainability and
financial performance, as recent research suggests®. Accenture's 2013 CEQs’
survey for the UN Global Compact showed that only a emall proportion of
the UMNGC companies participating in the survey were these high-performers
an bath sustainability and financial peformance. Such superior results might
be assumed to give greater confidence and credibilty to these companies to
evahee in the future into champione.

We clo not see any of these stage 5 companies yet (although we see a few
showing some attributes) and there ars still only very few multinational compa-
nies that ars truly at stage 4.

Figure 2. Evolution of stages of maturity

An opportunity-
maximiser

will have a
collective
board mindset
for corporate
sustainability

Deniar Complier mmh:rlr Champicn
TIME HORIZON: short-tarm T Lono-torm
FOCUS: current shareholdersyalus D current & fulre stakeholder value
OUTLOOK: Inslde aut TRy nslde-our & outslda-in
TRAMSPAREMCY: as [itle as possie T ke
AELATIOMNSHIPS: shor-tarm, Tansactonal O Long-term, shared destiny
COLLABORATION: tew/llmited range parnsrs e Exienslveleclectc
BUSINESS MODEL: take, make, wasta — linear D Ecrow, use, returm — clrcular

69



Strategy and management

Ethical Corporation

August 2014

Figure 3. Managing illustrative sustainability issues at different stages of maturity

Stage 4

Oppaortunity Maximiser

Stage 5
Champion

SOCIAL: Mirirmurnm Probably awara of | Fully seare of Hurman Rights part of Takes autonormous
Hurnan rights * recassary UM principlas & LM principles. pubdic polizy comrit- leadership role in
cormpliance avoling business | Applies UN ment. Accapts LIN craating cross sectar
with lettar of practizes. Does guidelines &.4g. principles as bassing groups or networks at
kel laws in mirirum recas- | his dus dili- on which to build HR industry & country
couniries whare | sary to avoid gJence process mpact into all core lewvel 1o adkdress
operates, and | major repua- for HR irmpact business activities. COTITION BaUes
thiee of home | tional risks. Mey EsgesEment, Joire existing aroups arel sesk innovative
couriry. adopt a code of ameloratiznand | (.9 Gobal Compest) solutiors. Lobbying
practice basad remesly in coun- | 1o demorstrats kead- govemrmants to adopt
on UM Business | ties whers HA ership & activaly and implement Action
& Human Rights | risks are rmost collaborates with athars | Plars on Business &
{PFuggiel Princi- apparant. to improve condifiors in | Human Fights (20,
Ples. high-rigk, non-compliant | echecacy for human
couriries. rights procfing in
expat cradit Quararntes
schames atc.)
EMVIRCHMENTAL | Probakbly Obearving |dartifiea] Cormmitrner & weter Lezading colleborative
Werter nxton Risk any local operations in reLrality driving afforts lke CEC Watber
Ragister. restrictions on watar-stresasd product and process Mardate & identify &
usage/accapted | regions imple- nnovaticn, gpread good practice;
indugtry codes, rrentesc] witer achozating fullife costs
reciuction water usade should ke
giratagics. interralized.
ECCHOMIC: A policy that Widespread use | Tax iz minimised | Sysematic and Effectively paying rmore
Tax ™ a court right ofstructures and | within the normal | corsistert dedaration of | tax than the lagally
congiderillegal, | ad hoc decieions | course of busi- tee to rratzch underlying | permizsible minirmum
fraudulent and | 1o rminimise tax, rieses gctivity ancl | comrmenciel activities, in cartain jurisdictions
deceptive, such | often resuling in | considersd as Tew iz paid whers profits | for sthical, principled or
as ceclaring activity that bears | one component | are mades — aiming 1o poliical reasons.
e income or | litle redation o of any business Folkoey the spirit s wall
hichng profits. | the underdying dezision. as the katter of the la.
The eyatem- aconomic reality. | Decisiors hawe Ta iz still rrinirised
atic creation of | The nommal & gending within this framework,
rew business | coursa of busi- cornmercial bt rezt it the ssperss
activity sokly ness iz distortad [ur e separate | of ons country over
for the purpoes | and the resuts fromm fee — new anithier,
of profiing wodlld appear trarsaciors or
from tax SUrpAiging toan subeidianess ars
discrepancies. | impartial outsider. | not created eolely
for ta purposes.

We acknowladge the assistance of Chriz Marsden OBE from the Institute for Hurnan Rights and Business for

this issue

* Source: Tax as a Corporate Responsibility Izsue, The Implications for Multinationals, Richard Hardyment,

Petar Truesdale and Mike Tuffrey May 2011, Corporate Citizenship
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Large mulinational companies may have a dominant stage of maturity
but their different country operations and strategic business units may be at
very different stages. Companies setting ambitious targets around responsible
business practices and even committing to corporate sustainabilty face repu-
tational risks from laggard operations.

Rising expectations
What we postulate is based on current good practice. However, as this concept
spreads and is adopted more widely, the bar will continue to rise. Thus, 15
years ago, some formn of corporate responsibility reporting might have been
regarcled as innovative and forward-thinking. Today, for large companies, it
would be merely compliant. Similarly, today a commtment to circular economy
practices could be considersd stage 4 or 5 but in a decade's time will prob-
ably be seen as complier stage.

We recognize that there will be vanations in what is possible for a company,

depending on where t is within ts industry and value-chain: what being a

champion would lock like for, say, a Walmart, will be different to, say, one of its
third-tier suppliers.

We suggest that what is needed for a champion company to emerge
requires a company to be operating at champion level within all the elements
of our target, in all strategic business units (SBUs) in all parts of the world
where it operates.

As social media and stakeholder expectations drive greater corporate
transparency and accourtabilty, there will be a premium on business
leaders with the skil and will to engage and empower their organisation
and their valus-chain to take responsibiity for driving up ethical and
sustainabilty standards and results. This is both a challenge and an
opportunity. W

1 eq., Tesla Motors' recant decision to advance the development of electric vehicle (EV)
technology by removing patent bariers protecting its intellectual proparty

2 Corporate Regponsibility is “the responsibility of emtarprizas for their impacts on

society’ — Commission of the European Union Communication on CSR Oct 2011

http:ffec.auropa.eu'enterprise/ policies’sustainable-businessfiles/car/ new-csr/act_an. pdf

.., Jonathan Porritt and Chris Tuppen, Forum for the Future

Modified from PWGC - SAM - The Sustainability Yearbook 2008

Based on our earlier research with Busineszs in the Community, *The Business

Caza for Responsible Business" (2011), and evidence of other authors such as Bob

Eccles, Georgios Sarafairm and Yiannis lannou, The Impact of a Corporate Culture of

Sustainakility on Corporate Behavior and Performance

hittp: Y hbswk. hbs.edu/itarm/e 265, html
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Today a
commitment

to circular
economy
practices could
be considered
staged or5

This iz an abridged
varsion of
“Business Critical:
Understanding a
Company's Currant
and Desired Stages
of Corporate
Responsibility
Maturity®,
published by the
Doughty Cantre.
wiwcloue) ity centre,
infio

hittpetireurl.comy
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