
  

EMBEDDED CORPORATE 

SUSTAINABILITY AS A DRIVER 

FOR COMPETITIVENESS 

 

 

 

NEDA NORDIN 

NamE 

 

 

  

Master of Science Thesis 

Stockholm, Sweden 2015 

 

 



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Embedded Corporate Sustainability 
as a Driver for Competitiveness 

 

 

 

Neda Nordin 

 

 

 

 

 

 

 

Master of Science Thesis  

INDEK 2015:39 

Entrepreneurship and Innovation Management 

KTH Industrial Engineering and Management 

Industrial Management 

SE-100 44  STOCKHOLM 

 



 
 

 

 

 

 

 Master of Science Thesis INDEK 2015:39  

 

Embedded Corporate Sustainability  

as a Driver for Competitiveness 

 

   

  Neda Nordin 

 

Approved 

2015-06 

Examiner 

Kristina Nyström 

Supervisor 

Terrence Brown  

 Commissioner 

n/a 

Contact person 

Rolf Bernro, Vattenfall AB 

Abstract 

Sustainability is increasingly requested by society due to rising global issues. However the majority of 

companies, particularly the large and hierarchical ones, face huge challenges in properly integrating 

sustainability in their business, and most importantly - in understanding the opportunities 

sustainability offers both for their competitiveness and shared value creation. The purpose of the 

thesis is to holistically define and explain the major aspects that are critical for win-win corporate 

sustainability (CS) embedding into large established companies.  

Firstly, a framework of CS embedding has been developed which is supported by a simple CS three-

stage model to be used in assessing the CS integration stages and processes in a company. The 

framework in particular focuses on three major CS aspects: strategic and operational integration, 

innovation, and organisational culture. Secondly, the created model is applied in the case study of the 

large power company Vattenfall AB in order to assess its overall CS implementation situation, the 

challenges it faces and the stage of CS practices.  

The analysis resulted in structured findings and a list of major strategic recommendations to advice 

the company on CS advancement. The outcomes of the study can be applied as learning matterial in 

other large conservative companies of similar complexity that struggle with sustainability 

performance. The research has contributed in filling the knowledge gap of understanding how CS 

embedding works, its major aspects, challenges and opportunities it provides. The framework 

developed for embedding CS when used in conjunction with the CS three-stage model could be used 

for further empirical research or alternatively for practical application by companies themselves.  
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1. Introduction 

Climate change, degradation of ecosystems, water crisis, diminishing resource availability - on one 

side, and rising globalization, competition speed, population growth, mobility and digital connectivity - 

on the other side, are current transforming drivers that increasingly affect the operating landscape for 

businesses (Trade and Environment Review, 2013). On top of the global environmental challenges, 

businesses also face global society challenges associated with social, ethical and moral pressures 

(European Commission, 2010). As a response to these global challenges and society pressures, 

companies, particularly the large international and industrial ones, started applying more responsible 

and sustainable approaches in managing business that first of all would guarantee them risk 

reduction, ethical acceptance and social resilience (Hockerts and Morsing, 2008).  

Despite criticism and the complex challenges of adapting these new concepts (Fleming and Jones, 

2013), lately we are witnessing how corporate sustainability (CS) and corporate social responsibility 

(CSR)1 are being increasingly transformed from risk mitigation and marketing activity or simply 

peripheral "doing good" project activity to providing the core business opportunity (Martinuzzi and 

Krumay, 2013). Sustainability, as the recent extensive survey shows (Ethical Corporation, 2015), is no 

longer a stand-alone activity but rather driven into business strategy, operations, supply chain and 

partnerships. It largely escaped from its silo and is now a vital aspect of business strategic planning 

and management (Loorbach and Wijsman, 2013). 

Moreover, a growing number of studies demonstrates that CS or CSR can provide a company with 

both non-financial and most importantly - financial – benefits. (Ortas et al., 2015).Sustainability 

concerns are now becoming progressively important in the investment market. For example, the asset 

management companies and numbers of funds incorporating CSR criteria have maintained dramatic 

growth since 2007 and quadrupled just in the last two years reaching $4.31 trillion in 2014 in USA 

(Report on US Sustainable, 2015).  

Nevertheless, despite of increasing proof of the importance and the value of CS, the sustainability 

paradigm still faces numerous challenges due to its complexity and still evolving theoretical and 

practical nature. CS and CSR are based on numerous theories and even more concepts that make it 

difficult to apply them in practice. Companies are struggling in finding their own paths in advancing 

their CS efforts and can only rely on general guidelines, which must be adapted to their specific 

industry, size, management structure and organisational culture (Rangan et al, 2012).  

This is why CSR and sustainability literature is dominated by empirical studies, which signals that this 

field of research is still young and evolving (Bolis et al., 2014). And this is why sustainability research 

should still focus on both – development of the theoretical basis and on facilitation of practical 

applications. The aim of this study is to contribute to both issues by formulating a more standardized 

framework of CS embedding as well as practically growing sustainability in large conservative change 

resistant companies. The research has focused on the review of the most relevant and the most 

                                                           
1
 Because of similar concepts and factors, the terms corporate sustainability (CS), corporate social responsibility (CSR), 

sustainability, shared value and sustainability are used inter-changeably in the text. See explanation of the terms in the 

section 3.1.3. 
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recent literature and the analysis of critical aspects of CS embedding in business. As a result, the 

framework of CS embedding has been developed along with the simple practice oriented CS three-

stage model that was applied in assessing CS embedding efforts in the company Vattenfall AB. The 

generated findings lead to the proposal of several recommendations for the company that can be 

applicable to other similar type and industry companies. The study can be used as a learning material 

for large established industrial companies that are proactively planning their CS embedding actions. 

1.1. Problem statement  

From the sustainability angle, it is surprising that despite rich sources of literature there is still limited 

understanding of CSR and CS paradigms. CS has often been criticized for its lack of theoretical and 

definitional precision (Van Oosterhout and Heugens, 2006) as well as for its focus on gaining 

legitimacy from consumers and employees rather than on revolutionary sustainability actions  that 

would contribute to solving global issues (Crane et al.,2014; Fleming and Jones, 2013).  

Perhaps this criticism is right in the light that everything is an evolutionary process. Industrial, 

institutional, social, political, behavioural and other systems are in constant evolution and interaction, 

thus sustainability, being at the cross-roads, is a result of these systems change process. It evolves and 

accelerates along with the growth of global concerns. In principle, sustainability is still in its pioneering 

"early adopters" stage according to Roger's (2003) theory of innovation diffusion. Sustainability 

integration in business still needs to mature and grow through phases that many researches tried to 

indentify in a variety of ways (Martinuzzi and Krumay, 2013). The top phase or stage of CS or CSR is 

the one where companies practicing CS positively contribute towards common good and increase 

profitability in a long perspective (Margolis et al., 2007).  

Though some large multinational companies have achieved this advanced level of CS, such companies 

are still rather rare and succeed to a varying degree (Rangan et al., 2012). Companies face huge 

challenges in fully exploiting potential benefits of sustainability due to various reasons. They are 

associated with firms' limited understanding of sustainability, lack of integration of sustainability into 

strategies, processes and operations (Graf and Wirl, 2014), and most critically - due to organisational 

aspects, such as bureaucracy, mindsets, rigid culture and insufficient leadership that in turn prevents 

employee engagement and creativity (De Waal, 2006). Another reason is that only a minority of 

businesses consider sustainability as a source of innovation and vice versa (Hockerts and Morsing, 

2008). These obstacles are particularly true in large change resistant companies (Halme et al., 2012) as 

they usually suffer from lacking more open cultures and engagement. Even though both operational 

and disruptive innovations, which are part of Systemic CS, are seen as necessity for competitive edge, 

established large firms usually find it cumbersome to initiate and manage such changes (Mortara and 

Minshall, 2011; Sommer, 2012).  

Sustainability being a very complex concept has "fifty shades" of green, and thus each company tends 

to see their own "shade" and find its own way towards sustainability, sometimes “re-inventing the 

wheel". Even though information on various aspects and theories of CS and innovation integration is 

abundant, the author found little empirical analysis that explicitly addresses the path towards 

advancing sustainability implementation within the context of resilient growth of large industrial 

firms. Companies lack understanding what are the critical aspects that affect their CS embedding 

efforts (Laszlo and Zhexembayeva, 2011) and that would help them to become better companies 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0969593114000250#bib0170
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while also to become more competitive. The academic research, being overwhelmed with theoretical 

discussions and analysis of particular CS concepts, factors and methods, still lack holistic but enough 

simplified approach of CS embedding in the core business that could be translated into a tool for 

empirical analysis as well as practical application of the stages of CS embedding. Such tool should also 

help in defining the ways forward towards achieving the higher stage of CS. 

1.2. The purpose and research question  

The thesis addresses the need for holistically addressing the intersection of the most important 

factors governing sustainability embedding in business. Sustainability embedding, according to Laszlo 

and Zhexembayeva (2011, p.100), is "the incorporation of environmental and social value into the 

company's core business with no trade off in price and quality". Embedded CS or Systemic CS (Visser, 

2011), at its final stage, can transform business strategies to enter new markets by enduring 

sustainability profits in the core business. It however requires a deep rethinking and change of 

business case and models, strategies, processes, competencies and culture. 

Recently researchers started focusing more towards tr nsformational potential of CS (Laszlo and 

Zhexembayeva, 2011; Laasch and Flores, 2010; Loorbach and Wijsman, 2013; Visser, 2011) with 

regards to advantages sustainability has to offer (Ortas et al., 2015; Porter and Kramer, 2006). The 

developed frameworks for sustainability integration by analysing various CS aspects (Halme and 

Laurila, 2009; Laszlo and Zhexembayeva, 2011; Martinuzzi and Krumay, 2013; Rangan et al., 2012; 

Schaltegger et al., 2012) are however rather theoretical and rarely applied in practice. The developed 

frameworks are complex, differentially angled, do not necessarily include innovation as a major 

criterion. Most importantly they remain at a conceptual level and are rarely applied to empirical case 

analysis. The lack of empirical research on what challenges and what steps companies must undertake 

in order to reach the advanced levels of sustainability further jeopardise applicability of advanced 

ideas and explore the potential of sustainability, particularly the established mature large companies 

Thus the purpose of this thesis is to address the empirical research gap in holistically defining and 

explaining the major aspects that are critical for sustainability embedding in large established 

industrial companies. The research aims firstly - to develop a framework of CS embedding as 

supported by the simple CS three-stage model to be used in empirical research and by practitioners in 

order to assess CS embedding processes and stages. Secondly, the study aims to assess the process, 

challenges and level of CS embedding in the case company through the application of the later model. 

Specifically, the focus is on identification and analysis of the most important aspects of CS that are 

critical for ensuring CS embedding success and moving towards more advanced stage of CS.   

The construction of the thesis is based on a CS concept of shared value creation (Porter an Kramer, 

2011; see section 3.2) and an assumption, as derived from the literature review, that reactive CS can 

be turned into higher stages of CS - strategic and systemic CS by aligning three major aspects of CS 

embedding (i) strategic and operational integration, (i) innovation, and (iii) organisational culture. 

Having all these variables in place, and considering positive external drivers, CS can serve as an engine 

for competitive advantage. Based on this assumption, the thesis intends to answer the research 

question:  

How could large industrial companies embed corporate sustainability more effectively to 

reach higher competitiveness and societal value? 
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The sub-questions to be answered are: 

1. What are the major aspects that differentiate reactive, strategic and systemic CS stages?  

2. What is the stage of CS at Vattenfall (the case company) considering the major CS aspects?  

3. How could Vattenfall move towards a more advanced level of CS to reach higher 

competitiveness? 

By answering the research question the author aims to fill in the research gap in theoretical and 

empirical analysis of the major factors contributing to the embedding corporate sustainability goals 

and actions in the established large companies in such a way that they benefit company's 

competitiveness and contribute to creation of societal value. Competitiveness and social value in the 

framework of this research are understood according to Porter and Kramer (2006, 2011). 

Competitiveness is treated as improved long term economic performance. Social value is understood 

as benefits to society in minimising environmental harm, solving societal and environmental 

challengers in a collaborative manner.  

1.3. Delimitations  

The thesis is bound by several delimitations that are connected to the scope and the chosen 

objectives of the research. First, in this paper CS is defined as activities that create value both for 

societal stakeholders and for the firm and its shareholders, adhering to Porter and Kramer's concept 

of Creating Shared Value (2011) and the EU new definition of Corporate Social Responsibility (COM 

(2011) 681 final). As the paper does not aim at theoretical academic justification of the definitions, 

and because of similar factors and aspects - either of CS, CSR or other related concepts - are important 

for embedding sustainability in large companies, the terms corporate sustainability (CS), corporate 

social responsibility (CSR), sustainability, shared value and sustainability are used inter-changeably. 

The scope is limited by the purpose of the research which is to address the empirical research gap in 

defining and explaining the major aspects that are critical for sustainability embedding and describing 

the challenges and opportunities the established large companies face in this process. Thus the 

research is limited to the stipulation of theoretical background on CS or CSR evolvement into strategic 

and systematic level and what it takes to reach it, including the analysis of several CS factors that are, 

according to the literature review, treated as the most important for sustainability embedding in large 

industrial companies.  

One of the major CS embedding aspects - innovation - is considered mostly from the organisational 

point of view innovation, i.e. outside of R&D, as framed within open innovation concepts, 

intrapreneurship, creativity management, engagement and collaboration, and not much concerns 

technological product innovation, which is regarded as output of the innovation process (Tidd and 

Bessant, 2013). This delimitation is placed due to the fact that technological and process innovations 

heavily depend on the type of industry and many other parameters, which would require an increase 

of the scope of this research. 

This research excludes theoretical considerations about the appropriateness of CS and its critics. 

Moreover, it excludes analysis of a broad variety of CSR components (i.e. waster minimisation, energy 

conservation, community and stakeholder involvement, human rights, health, safety, supply chain, 

etc.) nor provides details on CS implementation standards, principles, modalities, techniques, and 
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tools of implementation, monitoring and evaluation. Moreover, the research does not analyse specific 

CS integration factors and processes in small and medium or start-up enterprises that would have a 

different path towards sustainability. All these delimitations are subject to the research objectives as 

well as time constrains. 

Second, in this work, the chosen focus lies on the field of environmental sustainability (and not social 

or governance aspects per se). This is not to suggest that the other CS dimensions can be ignored (on 

the contrary). It is merely a reflection of the fact that environmental sustainability generally 

represents the largest opportunity for companies. Besides, the sustainability objectives of the case 

company Vattenfall mostly focus on environment as well. 

Third, due to limited time frame and consequently - the lack of data the sustainability embedding in 

Vattenfall is reviewed through the lens of the developed CS stage assessment model structure, but 

selectively, i.e. only those aspects for which both - sufficient minimum needed information was 

availed and which were considered as the most important for assessing the level of sustainability 

integration at the company. 

Finally, the author does not intend to analyse and evaluate the drivers and barriers nor the feasibility, 

validity or appropriateness of the strategic objectives (focus areas) chosen by the company, as this 

would require a separate deep analysis in another direction (cause - issue relation). 

1.4. Layout 

The paper proceeds as follows. First, the research methodology is explained along with its limitations 

and delimitations. Then, in the Literature Review section, the CS related industrial management 

theories, the evolvement of CS concepts and definitions, and major aspects of CS integration are 

reviewed in three subsections as related to the three major CS embedding aspects: strategic and 

operational integration, innovation, and organisation culture. As a result the theoretical framework 

for CS embedding is generated as followed by the developed three-stage CS embedding assessment 

model.   

Next, in the Findings and Analysis section, the case of Vattenfall AB is described concerning socio-

technical system shift in the energy industry, the company's governance, strategic priorities and CS 

policy. The assessment of CS aspects and its CS integration stage is performed against the developed 

CS three-staged model.  

Finally, the recommendations are provided on how to advance CS integration moving towards higher 

CS level. The conclusions highlight the major findings and list the managerial implications of the study 

as well as the potential for further research. 

2. Methodology  

2.1. Research approach 

The research is based on the paradigm of interpretivism, i.e. focusing on "exploring the essence and 

complexity of social phenomena with a view to gaining interpretative understanding" and "where 
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findings are not derived from the statistical analysis of quantitative data"(Collis and Hussey, 2009, p. 

57). Thus the research process is inductive, where theories and conclusions are derived or induced 

from observation of a particular instance, i.e. empirical reality rather than deducted from general 

inferences. 

The thesis deploys an analytical and qualitative research approach based on case study methodology. 

Such a research design was chosen due to variable theoretical foundations in the areas of 

sustainability and innovation that are still developing. The author employed a single case study 

method for the empirical research claiming that a single case study can contribute to existing 

knowledge through the deepening of the current understanding of the phenomena (Yin, 2003), in this 

particular case - the integration of sustainability within a large company. When addressing descriptive 

questions answering “What?”, “How?” and “Why?” a case study approach is suitable to adopt. The 

case study approach opens up opportunities for insightful explanations and in-depth understanding 

that may be lost when using other methods. This particular case is selected as a demonstration of the 

challenges that usually are faced by large and rather conservative utility companies that can be 

characterised by high internal detachment and bureaucracy.  The research objective was to review the 

existing body of knowledge, to investigate a particular practical case of an industry in the light of new 

socio-industrial trends, and to draw conclusions along with the proposal for solutions to the problems 

identified as bounded by the scope and limitations.  

2.2. Research methods 

The methods of research employed in the implementation of the study were (i) literature review, (ii) 

empirical data collection and analysis (secondary data), (ii) interviews with the company managers 

(primary data). The process of research can be characterised as iterative, as the case study analysis 

was backed by literature review findings and vice versa. 

As the qualitative data collected in this study needed to be understood within the current context of 

research (Collin and Hussey, 2009), first, the author reviewed the large body of literature aiming at 

relevant highly cited and most recent publications on CSR, sustainability, innovation management and 

organisational management. The literature sources included mainly peer-reviewed journal articles, 

but also books, reports, official websites and publications. KTH Primo databases, Google Scholar and 

KTH Library were used as the main platforms of searching for literature. The theoretical basis of 

corporate sustainability is very wide and involves a number of theories from different fields, thus the 

author based the search and selection of the sources on the research question raised and the relevant 

keywords. The abundant amount of scientific and practice oriented literature has been reviewed and 

grouped into several topics: (i) the relation of CS to industrial management, (ii) CS/CSR concept 

evolvement, along with strategic integration of CS in the company, (iii) and CS stage models, (iv) 

interface of sustainability and innovation, (v) collaboration and engagement during CS 

implementation. Finally, as the case study represents the power utility company, the industrial 

dynamics of the energy sector was also reviewed in literature publications. 

In order to reach the objective of the study, the empirical data of the case study needs to reflect 

reality in a faithful way. Therefore, qualitative data was collected since it usually results in findings 

with a high degree of validity (Collin & Hussey, 2009, p.143). Empirical data collection and analysis 

included secondary data sources such as corporate annual and sustainability reports of few years, 
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company websites, and relevant internet sites found via various keywords related to the case 

company. The later ones served as more non-biased information sources, as usually companies aim to 

strengthen their image and brand through their own publications or websites. 

The interviews are able to explain or illustrate components of the analysis in more depth. Interviews 

may be subject to typical biases such as self presentation and social desirability bias, especially if the 

topic is related to representation of values (Brenner, 1985). To counteract for these biases, the author 

interviewed two different groups of managers – five general managers and four sustainability 

managers, including Sustainability Head. Also, a semi structured (phone and personal) interview 

approach was used. This way it was possible to get the necessary degree of freedom to effectively 

capture the complexity of the research topic as well as to obtain a certain level of standardization that 

decreases interviewer bias.  

2.3. Interview process 

The interview process was implemented as follows: the sustainability manager was contacted first, 

and he selected the general managers to be interviewed based on the broad criteria defined by the 

author. These criteria were (i) representation of the corporate level, and (ii) representation of the 

business area/unit level; in both cases - as high level managers as possible. Due to time and scope 

limitations, only three out of six company' business areas as well as Strategy Department at the 

corporate level were availed for the interview process, and it was not possible to expand interviews 

towards internal stakeholders (the owner - the State) and external stakeholders (NGOs, customers or 

partners) in order to cross-validate the results from the interviews. Again, to avoid the bias, 

representatives of more conservative and more dynamic business areas were chosen. Unfortunately, 

the company's CEO and the board members were not available for interviews, thus their views were 

analysed from the published online articles and materials. The interviews were implemented during 

April and May, 2015. They were of variable length depending on interviewee availability and interest, 

i.e. lasted 25-120 min each, with some of them implemented in portions (Table 1). 

Table 1. Interview participants and process. 

# Function Division Interview 
form 

Date, 
2015 

Duration Code 
  

1. Sustainability Head Strategy Department Phone 
 

20 April 
28 April 

22 min 
48 min 

S 

2. Sustainability Manager 1 Strategy Department Meeting 
Phone 

15 April 
28 April 

60 min 
60 min 

S 

3.  Asset Development Manager BA Distribution Phone 22 April 48 min M 

4.  Senior Business Developer Strategy Department Phone 22 April 55 min 
20 min 

M 

5. Director Sales Development BA Customers& 
Solutions 

Phone 28 April 25 min M 

6. Head of Grid & Product 
Management 

BA Heat  Phone 5 May 35 min M 

7. Sustainability Manager 1, 
Sustainability Manager 2, 
Sustainability Manager 3 

Strategy Department Group 
meeting 

6 May 60 min S 

8. Director of Strategy Strategy Department Phone 8 May 25 min M 
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The semi-structured interviews were conducted according to the interview guidelines (see Annex A) 

that feature core blocks of questions used with every interviewee to facilitate a meaningful cross-case 

analysis. Some questions were tailored to certain management functions. Interview questions were 

about sustainability issues, value drivers, embedding sustainability into strategy and operations, 

communication and collaboration, organisation culture aspects, innovation management and overall 

CS implementation. 

2.4. Research ethics 

Research ethics relates to the overall research process concerning the access to organisations and to 

individuals, collection, analysis and reporting back findings to the organisation in a moral and 

responsible way (Saunders et al., 2009). Ethical integrity of a researcher is of particular importance 

when carrying out the empirical research. During the case study selection, analysis and reporting the 

ethical behaviour and sensitivity has been maintained throughout the process. This involved 

appreciation of the privacy and respecting the anonymity of participants' opinions (i.e. by coding the 

responses), consent of participants on interview questions (i.e. the blocks of questions have been sent 

to the potential interviewees prior to carrying out the interviews), maintenance of the confidentiality 

of data provided by the organisation and the interviewees (i.e. Personal Confidentiality Agreement 

signed). The case company has been provided with the opportunity to read the draft thesis report, 

comment and check the correctness of information enclosed. In all stages of the research, the author 

maintained ethical behaviour and objectivity as well as sensitivity to the fact that the interviewees are 

not anyhow hurt and affected by the opinions expressed. 

2.5. Limitations  

The limitations of this research are connected to the research design and methodology. As the 

research methodology is based on case study analysis, the limitations arise from the limited amount 

of primary data gained, i.e. the number of people interviewed and a number of company related 

documents reviewed. Due to the reorganisation of the company's structure the major new strategic 

documents could not have been be disclosed yet as they were still in the drafting stage.  

The author attempted to meet research methods' criteria of reliability and validity. "For a research to 

be reliable, a repeat study should produce the same results" (Collis and Hussey, 2009, p.64). In respect 

of reliability, the primary data collection procedures have been accurately documented and 

sufficiently standardized. Nevertheless, the knowledge that was created in the interview process is a 

subject to the interaction between the interviewer and interviewee (Boyce and Neale, 2006), which 

means that a different interviewer might come up with different knowledge or conclusions on a 

subject with the same interviewee. Moreover, the fact that interviewees were selected not randomly, 

but by the Vattenfall sustainability manager limits the reliability of results perhaps towards more 

positive opinions. Though the chosen method gives a lower reliability though, the weighting was 

placed on the more accurate capture of the phenomenon and opinions regarding sustainability 

embedding issues, which is also suggested by Collis & Hussey (2009). Thus, the argument underlying 

this choice is that a qualitative research approach better captures the complex conditions of 

sustainability implementation.  
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The validity "is an insurance of accurately reflected phenomena" (Collis and Hussey, 2009, p.65). 

However, the validity of qualitative methods concerns several aspects such as the authenticity and 

honesty of interviewees’ statements and possible biases from the researcher in the course of 

interviewing and interpretation (Brenner, 1985). Validity has been maximized in the study through 

cross-case analysis and through triangulation of primary and secondary data sources and other 

literature findings. 

The generalizability of case studies usually is considered to be low (Collis and Hussey, 2009). The 

generalizability of this study is considered as limited. As noted earlier, sustainability is a very complex 

and still evolving concept (Bolis et al., 2014). The general guidelines or practices of other companies 

have limited direct applicability and must be adapted to each specific case. Hence each company must 

find its own way in developing sustainability efforts. Nevertheless, as the literature reviews show 

(Salzmann., 2008), the majority of large state owned power companies or companies from rather 

conservative industries (Sommer, 2012), do experience similar CS drivers and barriers, thus there is a 

moderate likelihood of transferability of lessons learned and recommendations from Vattenfall to 

other similar context companies. Moreover, the generated three-stage CS model with indicated CS 

integration aspects could be used as a tool for CS or CSR evaluation stages by any large industrial 

company. Still, even though case study outcomes may be suggestive of similarities with other power 

companies, additional research would be needed to verify whether the findings can be truly 

generalizable to other companies. 

3. Literature review  

This literature review aims to present the most applicable theories and research published in recent 

scientific journals (mostly) and books that can be used to better understand the phenomena of 

systemic embedding of the corporate sustainability into business. First, the literature related to 

evolvement of the CS and CSR concepts, definitions is reviewed, followed by three blocks of literature 

reviewed as related to the major aspects of CS embedding: CS integration into strategies and 

operations, innovation and organisation culture. Then, as based on the abundant literature sources, 

the framework of CS embedding is generated, which serves as a basis for development of the three-

stage CS model to be used for the assessment of CS embedding in large established firms. The later 

model is then used for case company assessment in further sections. 

 

3.1. Evolvement of Corporate Sustainability (CS) concepts 

In this section the complexity and evolvement of the CS concepts and theories is discussed, stating 

from the ones showing the relation between sustainability and the industrial management. Further 

the variations in CS definitions, theories and concepts are shortly reviewed providing the overall 

picture of the ambiguity and intricacy of this still evolving paradigm. 
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3.1.1. CS related industrial dynamics theories 

Corporate sustainability is certainly related to corporate management, and as such - to a variety of 

industrial management theories. Industrial dynamics theories, such as path dependency (Arthur, 

1989), the industry life cycle and dominant design (Utterback, 1994) technology curves and 

trajectories (Hudges, 1989) or society shifts in terms of technological changes (Geels, 2005) become 

increasingly relevant to corporate sustainability at its more advanced stages such as strategic and 

systematic, when sustainability is united with the core business. The same is valid for evolutionary 

theory which places emphasis on cognitive extent such as beliefs and expectations, in turn affected by 

previous learning and experience and by the environment in which an organisation acts (Nelson, 

1995). All these aspects of leaning and interaction are crucial for sustainability-driven innovations. 

Theories of sectoral innovation systems (Malerba, 2002) are also partly relevant, particularly in cases 

when we consider CS not as an isolated process within the firm boundary, but as a wide external value 

chain superimposed with the stakeholder theory.  

Stakeholder theory (Freeman, 1984), which is a part of the industrial management theories' group, is 

heavily used in CSR management (Lozano, 2011). Under this theory, the corporation’s fundamental 

obligation is to ensure its survival and thriving by benefiting and balancing the needs of multiple 

stakeholders, instead of purely maximising its financial success, which is in opposition to shareholders 

theory (Friedman, 1970). In fact, CS or CSR cannot be managed by a company in isolation, especially if 

it aims to solve large sustainability issues (Seitanidi et al., 2010).  

3.1.2. CS concepts  

At the end of the 19th century the industrial revolution reshaped businesses and increased (their 

understanding to behave more responsibly within society. Consequently, numerous concepts have 

appeared in academic debates and business circles discussing more socially and environmentally 

responsible business. The paradigm of sustainability and social responsibility relates to a variety of 

developed theories and concepts. They are based on similar approaches that usually overlap and 

supplement each other (Hockerts et al., 2008; Wood, 1991) depending upon the context, width and 

angle of applied approaches, principles, categories, timeliness, perspective, focus, orientation (i.e. 

process or result, static or dynamic), and other criteria.  

As a response to major social and environmental pressures for business, the concept of Corporate 

Social Responsibility (CSR) was crystallised by Carroll (1979) already in 1970th. The author suggested a 

four-part categorization of social responsibility: economic, legal, ethical and philanthropic. This 

concept has been successfully used for research purposes for over 25 years and further revised and 

expanded by the same and other authors (e.g. Bolis et al., 2014; Carroll and Shabana, 2010; Halme 

and Laurila, 2009; Rangan et al., 2012). Numerous researches have contributed to the development of 

CSR/CS theories and concepts. For example, strategy guru Freeman's (1984) presented stakeholder 

approach relates directly to CSR, since the latter encourages companies to assume responsibility for 

their actions by considering the consequences for stakeholders. Interesting enough the author initially 

did not even consider applying his stakeholder theory to CSR (Bolis et al., 2014), but later he 

incorporated ethics as part of corporate strategies. 

Simultaneously, a broad range of theories and concepts that were previously known under diffuse 

labels like corporate philanthropy, corporate community involvement, corporate social performance, 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0959652612003459#bib34
http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0048733301001391#BIB68
http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0048733301001391#BIB68
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corporate citizenship, business ethics as well as stakeholder integration, stakeholder management, 

and stakeholder dialogue, in many cases for the sake of convenience are called Corporate Social 

Responsibility (Van Oosterhout and Heugens, 2006; Wood, 1991). The other trend of concepts that 

are related more to environmental issues, were represented by the three major sustainability 

frameworks: the Triple Bottom Line, the Natural Step, and the Ecological Footprint (Elkington, 1998; 

Hockerts et al., 2008). The Triple Bottom Line has gained the most popularity, now being increasingly 

replaced by shared value approach of Porter and Kramer (2011). 

Recently, several other business sustainability related concepts became widely adopted, i.e. UN 

initiated Socially Responsible Investment (SRI) and Environmental, Social and Governance factors 

(ESG) concepts, both used for firms' financial evaluation purposes; as well as Shared Value Creation 

(Porter and Kramer, 2011) and Creating Integrated Value (Visser, 2014), which address creation of 

win-win solutions for business, society and the environment. The Shared Value Creation became 

particularly popular in the current practice oriented literature and business practice (Martinuzzi and 

Krumay, 2013). Porter and Kramer (2006) in their concept of Shared Value Creation have emphasized 

a strategic approach towards CSR meaning that by anticipating responsibility companies should also 

address sustainability by integrating it into their core business strategies. Thus, rather than 

approaching CSR as coincidental to a firm’s business model, Porter and Kramer believe strategic CSR 

requires adding a social dimension to the firm’s value proposition, making social impact integral to the 

overall business and as such - making CSR profitable. 

Finally, concepts such as Corporate Social Innovation, Bottom of The Pyramid innovation (Prahalad, 

2009), eco-innovation (Karakaya et al., 2014), and social entrepreneurship (Nicholls and Cho, 2006) 

have emerged at the cross roads with the innovation sphere in particular (Hockerts and Morsing, 

2008). All of them however incorporate economic, social and environmental concerns. All these later 

concepts emphasize the importance of innovation for sustainability in order to reach the higher 

purpose of business to serve society and life-support systems while simultaneously becoming 

profitable because of it (Laasch and Flores, 2010; Visser, 2011). 

Bolis et al. (2014) made a rich literature review and discussed the concept of sustainable development 

from three points: environmental, anthropocentric, and human ethics and values. Many of his 

analyzed publications focusing on sustainability call for environmental aspects to be considered novel 

social and economic approaches aligned with sustainable development.  

3.1.3. Definitions 

Apparently, up to now there has been still no united and single definition of sustainability paradigm 

agreed upon and the way it relates to the business environment (Laine, 2014; Wood, 1991). The most 

widely accepted definition of sustainability (sustainable development) is phrased in the Brundtland 

Report by the World Commission on Environment and Development (WCED, 1987). 

Management literature uses both CSR and CS to refer to social and environmental management 

issues, but there is no clear distinction between the two terms (Montiel, 2008). Current research 

seems to show that, because of their shared environmental and social concerns, CSR and CS are 

converging, despite their paradigmatic differences. In CSR, environmental issues are a subset of a 

broader social performance dimensions. The difference between CSR and CS definitions relates mostly 

to their conceptualization of the value and economic dimension. The CS vision is more aligned with 
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the intrinsic value paradigm, whereas the CSR vision of the natural environment is only in light of their 

benefit to people (Montiel, 2008). From the point of CS view, economic dimension is seen as 

economic prosperity through value creation, while CSR includes economic dimensions more from the  

side of stakeholder theory (Bansal, 2005).  

Each of these concepts has different followers and also comes from different traditions. For example, 

Kleine and von Hauff (2009) view Corporate Sustainability (CS) as a sustainability driven, sub-concept 

of CSR, while others argue that CS is more related to the concept of Brudtland Report (WCED, 1987) 

and thus is wider than the CSR concept and more future oriented (i.e. business impact should not 

compromise the needs of future generations), however in some cases emphasis was more focused 

towards the environmental side. 

Montiel (2008, p. 260) after completing thorough literature review concludes that "Indeed, the 

conceptualization of CSR that integrates economic, social, and environmental dimensions and the 

triple bottom line conceptualization of CS, which comprises economic, social, and environmental 

dimensions, are very similar".  His analysis also shows that there are multiple definitions of CSR and 

CS. 

From a practical perspective, companies use both CSR and CS inter-exchangeable. If we have a look at 

the Global Reporting Initiative (GRI), the overlapping of these two terms becomes even more evident. 

Likewise, Sommer (2012) also observes that there is no consensus on sustainability language and 

terms yet. In corporate settings, sustainability is often referred to as Corporate Social Responsibility 

(CSR). In some manufacturing companies, so-called Health, Safety and Environment (HSE) 

departments cover much of what is usually attributed to corporate sustainability. In the financial 

industry, the term ESG (Environmental, Social and Governance) is commonly used. All these terms 

may mean the same or not, depending on who uses them and in which context.  

There are two major different types of CS-related definitions (Montiel, 2008): ecological sustainability 

related, and a wider - Brudtland Report related. According to the EU CSR strategy 2011 (COM (2011) 

681 final), the concept of CSR itself closely represents the sustainability paradigm by taking into 

account social and environmental concerns. Van Marrewijk (2006, pp. 78–79) rightly summarised: 

“Traditionally, CSR performed a binding function between a company and its stakeholders 

while the sustainability paradigm promotes actions for a fairer world and a more humane 

future. Sustainable development enriches the older CSR concepts by providing a broader 

normative anchor and a guiding agenda”. 

Laine (2014), after reviewing over 1000 literature sources, concluded that “corporate sustainability” 

has been conceptualized using different theoretical approaches and that ‘a standardized definition of 

[corporate sustainability] does not exist’ (p. 122), though the two most popular terms at this time are 

CSR and CS. Smith and Alexander (2013) found that 62% of Fortune500 companies are using 

“sustainability” and 36% - “CSR” terms, while “sustainability” prevails in manufacturing sector. As a 

consequence, CSR or CS must be regarded as a complex, multi-faceted and multi-disciplinary approach 

that can be adapted to various situations (Kleine and von Hauff, 2009). 

In its renewed EU strategy 2011-14 the European Commission has put forward a well rounded 

definition of CSR (COM (2011) 681 final) emphasizing: 
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"creation of mutually beneficial value for the company and society and as business 

responsibility for their impacts on society by making integral processes of social, 

environmental, ethical, human rights into their business operations and core strategy in close 

collaboration with their stakeholders". 

As this description echoes with the majority of sustainability concepts - particularly the popular 

Creation of Shared Value concept of Porter and Kramer (2011) - and is wide enough to fit the majority 

of business situations, in the framework of this paper it is chosen as a main definition of Corporate 

Sustainability, admitting however its long term horizon, as noted by Van Marrewijk (2006) and the 

importance of  value-based mindset of sustainability (Bolis et al., 2014). 

To sum up, sustainability and CSR by nature are still evolving and challenging concepts, thus they 

provide fertile ground for theoretical developments and empirical analysis (Bolis et al., 2014). CS 

embraces a number of theories, i.e. stakeholder, organisation (firm), economy, change management, 

behaviour, strategic leadership, innovation, sustainability, and many more (e.g. Hage, 1999; Halme 

and Laurila, 2009; McWilliams et al., 2006). Apparently, due to its pluralistic nature CS/CSR is 

characterized by numerous contradictions and tensions (Banerjee, 2008; Crane et al., 2014). These 

tensions are yet to be solved and meantime cause lively discussions regarding CS/CSR theoretical, 

political, regulatory, methodological, ethical, organisational, and other contexts. This explains why 

CS/CSR is frequently criticized but yet alive, as it still undergoes a search for a balance between 

contradictory aspects nested in the neo-liberal capitalist system and a search for its best 

conceptualization in its cyclical rather than linear development (Fleming and Jones, 2013; Gond, 

2014). 

3.2. CS strategic and operational integration  

In this section the major factors as related to CS integration in business strategy, business case, 

operations, tools and management are reviewed. 

Corporate sustainability (CS) is not only a developing arena in research discussions, but also keeps 

evolving as a field of practical application. Since the 70’s, when corporate responsibility and 

sustainability became widely recognized primarily as a tool for branding and risk management, it has 

moved towards embracing wider scope and depth, particularly by becoming better integrated into 

the core business strategies and operations (Hahn et al.,, 2015; Kleine and Hauff, 2009). It now 

reached the stage when financial capital markets include the criteria of linking CS strategy with overall 

business strategy as the second most important type of CS information for deciding on financial 

actions, the Spotlight Report informs (2014).  

3.2.1. CS integration in organsation values, strategy and business case 

Nevertheless, today corporate sustainability management is still in its early phase of practical 

application, where strategic and horizontal integration remains as the biggest challenges (Schaltegger 

and Burritt, 2005). These challenges, as found by many authors, relate to critical factors such as poor 

understanding of sustainability's business case and its drive for innovation, lack of sustainability 

accountability and management tools or their separation from the rest of the management system 

(Gond, et al., 2012), inadequate leadership, compartmentalization and rigid organisational culture 

(Organ et al., 2006).  
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Scholars and practitioners have increasingly emphasized a strategic approach towards sustainability or 

CSR. Porter and Kramer (2006) differentiate between two broad categories of CSR, Responsive and 

Strategic. Strategic CSR they call as a mode of activity that anticipates responsibility, but that also 

addresses it by integrating it into the core business strategy and adding a sustainability dimension to 

the firm’s value proposition. As such, sustainability creates shared values for a firm and for society 

and so becomes beneficial. This CS concept is more and more welcomed by businesses, as it provides 

better motivation for ‘real’ CS rather than ‘window dressing’ type of CS (e.g. Schaltegger, 2012; Visser, 

2011; Wen-Hsiang Lai, 2015). 

Corporate visions and strategies shape the business case, the business models and the overall 

organisational development of a company. Corporate management activities are based on managerial 

decisions derived from these reference points. Unsustainable management decisions neglecting social 

and environmental issues impede the whole corporate organisation from improving in sustainability 

terms. Schaltegger (2012) thus highlights the importance of corporate sustainability strategies for 

sustainable development but also for successfully directing a company through sustainability-related 

social, legal, political and economic requirements. Well targeted CS strategy and a clear mission 

statement allow stakeholders and employees to be responsive and align their programmes for mutual 

collaboration or participation in CS activities (Galpin and Whittington, 2012). 

Sustainability can be a business lever if it has a material impact on a company’s growth and 

productivity (Hynds, 2013). However to achieve this effect, according to Browne and Nuttall (2013), 

the companies should move ahead of traditional CS activities and integrate CS deeply into business 

decision making at every level and function of a company — from supply chain, procurement, 

innovation, manufacturing, HR, and all the way to product disposal via development and monitoring 

of Key Performance Indicators (KPIs). To be able to do so, there must be a clear case for a business 

formulated for sustainability (Carroll and Shabana, 2010). A business case for sustainability is 

characterised by creating economic success through (and not just along with) a certain environmental 

or social activity (Schaltegger et al., 2012).  

However, the large majority of companies still do not formulate the business case for CS programs 

that are backed by economic data neither do they have a solid business case for why CS is a good 

investment (Eilenberger et al., 2009), which makes it impossible to tie their CS action to the 

company’s long-term strategy. Without this, it becomes difficult to defend CS investments. The 

economic value of sustainable business strategies usually is rather elusive, since it only materializes in 

the long term. Furthermore, effects on intangible assets (e.g. brand value, employee loyalty) are 

difficult to quantify (Salzmann et al., 2005). 

3.2.2. CS integration within operations 

As a response to these challenges, various internal sustainability accounting systems and tools have 

been developed by third parties. The sustainability management systems can include carbon 

accounting, environmental or sustainability performance evaluation systems, life cycle assessment, 

eco-control or sustainability balanced scorecards and numerous others (Schaltegger and Burritt, 

2005). These tools, when integrated into the whole functional processes along with the overall 

business management tools (strategy, plans, budgets, financial and performance evaluations, reward 

systems) not only ensure improved economic performance, but also are able to influence behavioural 

and awareness attitudes about sustainability issues inside organizations (Gond et al., 2012).  

http://www.worldscientific.com/action/doSearch?Contrib=lai%2C+w
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Companies with elaborate structures, tools and systems as well as more skilled and proactive 

managers are likely to succeed in embedding sustainability (Salzmann, 2008). The importance of 

management tools should not be underestimated, since they reduce information gaps and provide 

direction, thus minimizing uncertainty and risks. The type and number of tools used for sustainability 

represents the company's view on sustainability as well as the true level of CS integration. 

The following tools are known as most significant for CS implementation (adapted from Doz and 

Prahalad, 1988): 

A. Soft management tools  

- Corporate values, policies and standards, CEO communications  

- Knowledge development (training, education, learning system) 

B. Data management tools  

- Measurement and control tools (incl. monitoring and evaluation) 

- Strategic planning and accounting procedures 

C. Hard management tools  

- Reward and punishment systems, job descriptions, performance evaluations  

D. Coordinating tools  

- Coordination committees (strategic level)  

- Business teams (operational level)  

Current research agrees (Benn et al., 2014) that many sustainability impacts are strongly influenced by 

operation management decisions. Thus it is critical that the operations management embraces the 

requirements of sustainability management. This affects decisions and processes associated with all 

aspects of operations management including planning, control, implementation and quality 

improvement. For example, sustainability performance targets and indicators need to be integrated 

with quality, cost and other more conventional performance measures. Therefore the CS 

implementation tools are crucial for CS operational integration. 

3.2.3. CS integration in management structures 

Finally, all of the above noted CS integration aspects must be dynamically and strategically managed. 

To ensure that an organisation effectively embraces innovations it requires executives to explore new 

opportunities even as they work on exploiting existing capabilities. Such a company that is able to 

simultaneously explore and exploit is called an “ambidextrous organization” (O Reilly and Tushman, 

2004). Finding a suitable model of management depends on the company's situation, though as Wells 

and McLean (2013) advice, the linear mechanistic strategic management model in ambidextrous 

organisations should be replaced by more dynamic management practices that ensure organisational 

change, for example, by “One Way Forward” management model that consists of four components: 

envisioning, core messages (values), indicators of progress, and experimentation. 

The interface between corporate governance and corporate responsibility is crucial for applying 

existing as well as novel corporate governance mechanisms to direct and control CS strategy from the 

boardroom to the factory floor (Salzmann, 2008). At the early phase of corporate sustainability 

management the horizontal integration of CS is usually the biggest challenge (Schaltegger and Burritt, 

2005). Due to the complexities of the subjects involved, various instruments and implementation 

efforts have been proposed by researches emphasising the need of managerial systems to address 

cross-functional and cross-divisional collaboration (O Reilly and Tushman, 2004). As the realization of 
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CSR remains challenging, a unifying managerial platform for the horizontal integration of the different 

aspects of CS is necessary to offer a rational background for the participatory processes. 

Knowledge management is of particular significance and not only for CS integration. Huang and 

Newell (2003) examined the dynamics of knowledge integration in the context of cross-functional 

project implementation within four large organizations. Their findings reveal that an organization’s 

embedded practices, past integration experience and social capital plays a key role in shaping the level 

of coordination that in turn influences the efficiency and scope of integration. 

Having all the above mentioned aspects and factors in place, a company would achieve all the 

commonly acknowledged benefits of CS (i.e. risk mitigation, brand awareness, cost-saving, employee 

retention, etc.) and would also attain new business opportunities, enhance competitiveness, and 

contribute to the growth of organizational competencies and capabilities (Garavan et al., 2010; Carroll 

and Shabana, 2010).  

3.3. Innovation and CS  

When analysing the research on CS determining factors, particularly with regards to shared value 

concept, the innovation theories cannot be disregarded, because innovation is progressively more 

driven by sustainability (Asongu, 2007). This section highlights the major aspects of why innovation is 

important for sustainability embedding in terms of seeking new business opportunities. 

3.3.1. CS related innovation theories  

Innovation theories are closely interwoven with industrial dynamics and industrial creativity theories, 

and also become increasingly relevant to CS, which has a tendency to be integrated with innovation 

(product, process and organisational) management. Long-term oriented sustainability puts incentives 

for launching alternative business offerings based on new technologies or business models (Hahn, 

2015). It can be argued that sustainability can create transformational pressures in certain markets or 

established development blocks (Dahmen, 1989), for example in automotive or energy markets, 

where sustainability and new environmental technologies could be seen as elements of 'creative 

destruction' (Enflo et al., 2008).  

Oftentimes, such technological and structural innovations are not based on a dominant design yet 

(Utterback, 1994), and would require application of radical or disruptive business models that can 

address the societal and sustainability issues (Christensen et al., 2002; Boons and Ludeke-Freun, 

2013). Chesbrough (2010), who coined the term of open innovation, emphasizes the need for 

experimentation and innovation of the business model itself as the same idea or technology taken to 

market in different ways may yield different economic and social outcomes. This is particularly true 

for developing world markets that are still largely untapped and require new approaches (Christensen, 

2013; Prahalad, 2009). 

This demonstrates the fact that in the knowledge economy innovation concept diffuses as it is no 

more proprietary only of R&D departments, but becomes a part of the organisational creativity, 

learning and culture (Laestadius, 2006). This is confirmed by the new growing wave of innovation 

management theory builders such as Teece and Pisano (1994), who developed concept of 'dynamic 

capabilities' and Nonaka et al., (2000), who analysed knowledge management as part of industrial 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0048733301001391#BIB19
http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0959652612003459#bib20
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creativity. Edquist (1997) analysed the innovation system approach, which likewise considers 

innovation as an interactive process among variety of actors at the inter-organizational level, 

especially important for inter-disciplinary learning.  

The evolutionary innovation theory also places emphasis on cognitive extent such as beliefs and 

expectations, in turn affected by previous learning and experience and by the environment in which 

agents act (Nelson, 1995). All these aspects of leaning and interaction are crucial for sustainability-

driven innovation management, and are the vital engines if connected with the dynamic management 

system and supported by organisational culture. 

3.3.2. Sustainability driven innovation methods 

OECD (2005) reported about the “new nature of innovation”, where social and environmental 

concerns increasingly drive innovation. During the last decade a distinct tendency emerges for 

sustainability being more organically integrated within the core businesses and business models. This 

tendency is pioneered by the World's largest corporations (i.e. Unilever, Coca-Cola, Nestle, General 

Electric, Procter & Gamble, etc.) that attempt to embrace innovations for their corporate 

sustainability targets along the change of organisational structures and business models (Visser, 

2014). The transformation process is however complex as it requires not only development of new 

"greener" products and processes, but also leveraging of cross-sector and cross-industry interactions 

and long-term environmental and social impacts in a whole value chain.  

In principle, sustainability innovations are traditionally seen as technical innovations that are practiced 

by R&D units (Hansen et al., 2009). However, due to rapidly growing sustainability awareness and 

overreaching connectivity and mobility possibilities, sustainability driven innovations become both -

more "soft", on one hand, and more disruptive, on the other. Under "soft" or organisational 

innovations group we can list open and more participatory innovation tools that involve employees, 

customers and external stakeholders (Luciano and Boehe, 2008), while radical or disruptive 

innovations can be attributed to business model (BM) change, technology change or new market 

directions (Tidd and Bessant, 2013).  

The scope of this paper does not allow getting into the depth of a variety of sustainability innovation 

systems, processes and methods, thus only two the major innovation methods that are relevant to the 

purpose of this research are reviewed: business model innovation and organisational open innovation. 

Business model innovation 

Kiron et al. (2013) survey suggests that having a business case for a company's sustainability efforts 

bolsters the influence of business model innovation on sustainability-based profitability. The same is 

agreed by Doppelt (2003) and Schaltegger et al. (2012) who also conceptualized the assumption that 

business model innovation can be a driver of sustainable growth of a firm, at the same time - 

sustainability grows to be a part of a firm’s long-term value proposition (Hockerts et al., 2008).  

The concept of business models and consequently business model innovation (BMI) has its foundation 

in corporate practice, strategic management and industrial economics (Aspara et al. 2009). There is a 

difference between the BMI and BM: BMI is dominantly rooted in strategic entrepreneurship, while 

BM is rooted in the concepts of resource-based view and dynamic capabilities perspective 

(Christensen, 2013). Amit and Zott (2010) draw comparable conclusions from different studies among 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0048733301001391#BIB26
http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0048733301001391#BIB68
http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0263237312000692#b0220
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thousands of CEOs who see business model innovation as top priority compared to product or process 

innovations which often create only short-term competitive advantages. 

Currently the most discussed BMIs that are directly related to sustainability are circular economy, 

shared economy and bottom of the pyramid. Circular economy is an alternative model decoupling 

growth from scarce resource and shared economy allows increasing usability at low cost by many 

more users. The Prahalad's (2009) coined "bottom of the pyramid" provides low-cost solutions to 

massive societal problems in developing countries or poor communities. These models allow 

companies to innovate and enable their customers to do ‘more with less’. Based on practice oriented 

literature sources (Accenture, 2014; BCG, 2015; The Ellen MacArthur Foundation (2013) it is possible 

to delineate several types of innovative sustainability driven business models: 

1. Circular Supplies: Provide renewable energy, bio based- or fully recyclable input material to 

replace single-lifecycle inputs. 

2. Resource Recovery: Recover useful resources or energy out of disposed products or by-

products. 

3. Product Life Extension: Extend working lifecycle of products and components by repairing, 

upgrading and reselling. 

4. Sharing Platforms: Enable increased utilization rate of products by making possible shared 

use, access or ownership. 

5. Product as a Service: Offer product access and retain ownership to internalise benefits of 

circular resource productivity. 

6. Bottom of the Pyramid: provide capital to invest in local growth and infrastructure via 

innovative partnerships with local stakeholders and communities by transforming and 

adapting business models to local country/regional conditions. 

Schaltegger et al. (2012) argued that BMI has to be related to corporate strategies, the sustainability 

drivers and the business case for sustainability in order to minimize possible conflicts between the 

chosen corporate sustainability strategy and the degree of business model innovation. For example, if 

the company wants to implement an ambitious, proactive sustainability strategy, but the degree of 

business model innovation is constrained to a slight BM adoption (e.g., through green products), 

tension will certainly occur as the BM will be too stiff to fully implement the sustainability strategy. 

Undoubtedly, the companies engaging in these new business models are taking on enormous 

challenges and risks of deferring short-term profits for long-term vision, but they also tap in to an 

enormous opportunity (i.e. Unilever, Interface, Tesla, Yunus Grameen Bank) (Visser, 2014). Holistic 

penetration of CS enables new business models and leads the company’s innovation capacity to the 

very target of social problems and their solutions (Martinuzzi and Krumay, 2013). 

Organisational and open innovation 

In the research literature it was argued that sustainability-driven innovation is about output (i.e. 

technologies), and innovation-driven sustainability is about process (i.e. organisational aspects) 

(MacGregor and Fontrodona, 2008). With regards to large bureaucratic companies innovation-driven 

sustainability (process) is of more importance for embedding sustainability, because the bottleneck 

for innovativeness in these firms lies with the organisational issues, culture, mindset and collaborative 

business processes (Halme et al., 2012). 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0969593114000250#bib0170
http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0969593114000250#bib0170
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According to OECD (2005) definitions, organisational innovations are new ways of organising work, 

including introduction of new business processes. According to Tidd and Bessant (2013), these would 

correspond to their mapped ‘position innovation’ – changes in the context in which the products and 

services are introduced; and ‘paradigm innovation’ – changes in the underlying mental models which 

frame what the organization does. 

The opening up of the innovation process has become increasingly popular in leading industries (Tidd 

and Bessant, 2013). As the companies are forced to be fast and more efficient in sustaining their 

competitiveness, they thus look for external resources to innovate (Mortara and Minshall, 2011). 

Therefore, a shift has been seen towards Open Innovation, the term coined by Chesbrough (2003). 

Open innovation methods and tools can be very relevant to corporate sustainability. User driven Open 

Innovations let firms to closely interact with user communities in initiating and developing exceedingly 

complex products. The power of such communities is enormously amplified by growing connectivity 

and mobility. Marais and Schutte (2009) identified several ways in which users and customers interact 

with the firms and each other: product platforming, idea competition, customer immersion, 

collaborative product design and development, and innovation networks. For example, Procter and 

Gamble (P&G) started two “consumer immersion programmes” in 2002, called Living It and Working 

It. The pogramme allows employees to spend several days living with their customers in their homes 

as well as offers P&G employees the opportunity to work as shop assistants. 

Recently such forms of open innovation like crowd-sourcing, disruptive partnerships, social media, 

wiki-ratings and innovative partnership can be creatively used by large companies in their CSR 

programmes implementation (Mortara and Minshall, 2011). For example, Sony’s Open Planet Ideas 

and FutureScapes campaigns aimed to generate new sustainable technology ideas; Rio Tinto working 

with the World Conservation Union to reduce the impact on biodiversity; and Nestle challenging 

partnership with TFT, a sustainable forestry NGO. Carayannis et al. (2012) introduced the Quintuple 

Helix - highly cited system that sets a common ground between ecology, knowledge, and innovation, 

creating the synergies between economy, society, and democracy. Such cross-sector partnerships 

involve deeper engagement and collaboration than does the philanthropic type (first stage) of CSR, as 

well as active exchange of resources and skills between the partners. Chesbrough (2003) also 

emphasized the need for collaboration with users and customers to speed up entry to new markets, 

which echoes with CS innovative partnership development (Carayannis et al., 2012). 

3.4. Organisational culture and engagement 

Organisational culture is the most vital and the most inertial aspect limiting or facilitating any 

transformational change in a company. Thus this section is devoted to review of institutional theories 

and organisational culture aspects that are important for reaching transformational CS, particularly 

paying attention to employee engagement. Due to scope delimitations, engagement of and 

collaboration with stakeholders is not thoroughly reviewed. 

3.4.1. Institutional theories 

Institutional theory suggests that firms face institutional pressures to conform to norms for legitimate 

behaviour leading to isomorphism. Institutional isomorphism tends to stabilise existing structures and 

technologies (Campbell 2007). Theses tensions arise between the need for firms to comply with 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0959652612003459#bib20
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institutional pressures and established practices and the call for firms to act as innovators for more 

sustainable business practices (Midttun, 2007). An example of the tension and the need for change 

could be the automotive industry: strongly institutionalised expectations of cars as privately owned 

multi-purpose vehicles, powered by fossil-fuel engines with high-range autonomy hinder the 

acceptance of innovative low-emission vehicles and alternative business models based on shared 

ownership of specific-purpose vehicles (Hahn, 2015). This barrier, similarly as in energy sector, is 

caused by inertia of socio-technological systems (Geels, 2005), i.e. related to industrial dynamics 

theories. Described tensions represent the challenges of CS at the higher stages of implementation. 

The popular Resource-Based View (RBV) theory is one of the most widely used in the earlier CS 

concepts as it is associated with business performance and unique capabilities. As such CS can be 

considered as a core intangible dynamic resource (Lozano, 2011). According to the RBV some 

resources can only be developed over long periods of time and cannot be imitated or substituted by 

the competition (Hockerts and Morsing, 2008). CS, if reaches advanced levels, is claimed to be such an 

intangible resource that it affects the firm's differentiation and competitiveness, while RBV can 

provide a structure for determining the strategic value of CSR (McWilliams and Siegel, 2010).  

On top, practically all management and organisational change related theories are also applicable to 

CS management field. One can be mentioned - the contingency theory, which was popularized in the 

1960s and widely applied in discussions on behaviour and leadership. It states that management and 

organizational life are situational and subject to contingencies (Salzmann, 2008). This obvious that 

contingency theory also applies to the domain of corporate sustainability and performance. CS 

implementation contingently depends upon factors such as organizational size, relevance of issues 

and industry characteristics (Schaltegger and Burritt, 2005). 

3.4.2. Organisational culture and change 

Dominant organization culture, reward systems used, levels of organizational silos, inertia or 

interaction and collaboration can serve as barriers or bridges for CS embedding. Even though both 

operational and disruptive innovations are seen as necessity for competitive edge, the large 

incumbent firms usually find it cumbersome to initiate and manage such changes (Mortara and 

Minshall, 2011), particularly as related to cross-functional management. To facilitate further speed up 

and spread of more advanced forms of CSR, business need clear vision and values, leadership, internal 

culture, creativity and discipline as well as robust tools to attain this complex goal, which at the end is 

rewarded by the differentiated market position and new competitive edge. 

Systemic CS often involves radical innovation. The development of any radical innovation can be a 

particularly difficult task, irrespective of sustainability focus, because it usually requires company to 

destroy its current knowledge base and may also require vastly different organizational, 

administrative and infrastructure capabilities (Christensen and Overdorf, 2000). Thus companies often 

prefer an incremental (or competency-enhancing) approach, because it allows them to continue 

profiting from their proven technology and organizational competency base (Anderson and Tushman, 

1990). However Christensen (2013) argues that the organization’s culture must find ways to embrace 

the new business models, while maintaining the effectiveness of the current ones until the new one is 

ready to take over completely. Along these lines, Hage (1999) identifies three primary determinants 

of organizational innovation capability: a complex division of labour, an organic structure, and the 

adoption of a high-risk strategy. As such, ambidextrous firms are more likely to achieve sustainability 



21 
 

and enhance performance, by adopting both explorative innovation as well as exploitative innovation 

strategies (He and Wong, 2004). 

Apart from business innovation, firms in order to be able to initiate and implement CS embedding 

must develop certain structures and competencies, especially the large firms, which are characterised 

by stability, maturity and efficiency, but also by bureaucracy and inertia that hampers change (Tidd 

and Bessant, 2013). As it was already noted, it is far from easy. De Waal (2006) argued that 

organizational design in large organisations should stimulate cross-functional and cross-organizational 

collaboration, simplify the organization by reducing barriers around units for knowledge sharing. 

Carayannis et al. (2015) examined the role that organizational design, governance, and different 

stakeholders have in the process of CS implementation. 

Salzmann's (2008) analysis points to several significant company specific determinants of CS success, 

namely corporate initiatives, management tools and corporate culture. Corporate culture and 

incentive systems along with top managers’ perceptions and expectations are identified as main 

organisational “soft” factors influencing CS implementation effectiveness. 

These transformational changes however, can only be mandated by the top management. Wen-

Hsiang Lai et al. (2015) in their study found that leadership and organizational cultures are the critical 

factors to stimulate Strategic CS effectively. Sustainability implementation, if it aims to become part of 

the company's culture should be proactively supported by executive leadership (Gond et al., 2012). 

Executive leadership for sustainability process facilitate interaction and collaboration culture between 

departments or units to become involved in the sustainability and organisational innovation 

programs. A strong and engaged leadership structure helps the employees stay motivated and helps 

increase their active participation (Angus-Leppan et al., 2010). Finally, Garavan et al. (2010) performed 

an extensive analysis of CS implementation factors that serve as barriers in organizations (Table 2).  

Table 2. The main organizational barriers of CS implementation (Source: Garavan et al., 2010). 

Factor Description of the effect on CS 

Ethical culture and 
climate 

Culture focuses on sense-making devises that are carriers of meaning. 
Shared meanings concerning the importance of CSR/CS. Climate focuses 
on the conditions that impact the kinds of values and attitudes that 
prevail. 

Organizational structures Organization structures focus on roles, responsibilities, patterns of 
interaction, and authority levels. 

Teamwork processes Processes of collaboration, knowledge sharing, and team spirit within an 
organization 

Organizational trust The willingness of employees to be vulnerable to an organization’s 
actions and policies 

Senior management 
values and leadership 

Collective values of senior management and the extent to which 
decisions are driven by personal values. Leadership focuses on ethical 
leadership behaviours 

Organizational reward 
systems 

Combination of intrinsic and extrinsic rewards that are formally and 
informally applied to achieve desired behaviours 

Organizational inertia A desire for stability and tendency to resist change driven by habitual 
routines, resource limitations, and power bases 

Corporate hierocracy Distance between what an organization asserts in respect of CSR/CS and 
what its performance is in these areas 

http://www.worldscientific.com/action/doSearch?Contrib=lai%2C+w
http://www.worldscientific.com/action/doSearch?Contrib=lai%2C+w
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3.4.3. Employee engagement 

While there is abundant research on organisational management, culture and behaviour in general, 

very little research interest has been focused on the impact of CS on the employees, their motivation 

and job satisfaction (Choi and Yu, 2014; Collier and Esteban, 2007) as well as on the influence of 

employees of the adoption of CSR and CS initiatives (Garavan et al., 2010).  

CS practices relate to organizational behaviour in terms of organisation change and social identity 

theories, which suggest that the perceptions of an organization's identity largely affect the strength of 

employees' identification and their subsequent citizenship behaviour inside the organization (Organ, 

et.al, 2006; Choi and Yu, 2014). Mozes et al. (2011) study examined the impact of organizational CS 

engagement on employee perceptions of their organization, identification with organizational goals, 

and work motivation though employee volunteering and community partnerships. It was suggested 

that should CS should become a part of the corporate culture, involvement of the employees is 

crucial. If they are convinced that sustainability is not an "alibi action", they will identify themselves 

with an organisation and transform into "doers" rather than "watchers".  

Organizational commitment is an important job-related outcome at the individual level, which is an 

individual’s psychological bond to the organization, loyalty, and belief in the values of the organization 

(O’Reilly, 1989), and thus may have an impact on turnover, absenteeism, job effort, and work 

performance (Cohen, 2003). Podsakoff (2009) further finds that employee behaviour influences 

organizational performance in terms of profitability growth, cost saving, efficiency and brand 

improvement. Choi and Yu (2014) empirical study results show that perceived CS practices have a 

positive impact on the employees’ organizational commitment and on their organizational behaviour. 

The study indicates that CS practices are advantageous in improving both employees’ loyalty and 

organizational performance. Thus, company managers should develop CS-related strategy proactively 

to improve both employees' satisfaction and organizational performance. The company should involve 

their employees more actively in practicing CS, and incentivize and reward them. 

Moon (2002) highlighted the benefits of corporate volunteering programmes on business, employees, 

communities and local development as based on external studies and evaluations conducted by 

numerous companies. The CS engagement internal benefits as adapted from studies of Mozes et al. 

(2011), Moon (2002), Choi and Yu (2014) and Garavan et al. (2010) are summarised in the Table 3. 

In recent decades research has shifted towards analysing the links between voluntary environmental 

and social engagement and business success (Boons and Ludeke-Freund, 2013; Graf and Wirl, 2014; 

Margolis et al., 2007; Mirvis and Googins, 2006; Schaltegger et al., 2012). The authors emphasize that 

CS engagement activities must be strategically managed and supporting the business case in order to 

deliver shared value as emphasized by Porter and Kramer (2011). Schaltegger et al. (2012) analysed 

how these links can be managed, advanced, or innovated in order to improve economic success. He 

accentuated that a clear and convincing argument must exist that a certain CS engagement activity 

should lead to both, the intended society or environmental effects, and the positive economic effect 

for the company, i.e. cost savings, the increase of sales or competitiveness, customer retention or  

enhanced reputation, etc. 
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Table 3. Benefits of employee engagement in CS. 

Benefit for Benefit of employee engagement in CS 

Organisation Better understanding of sustainability; 
Staff loyalty, motivation and commitment to values; 
HR development, retaining talents; 
Higher staff morale;  
Better and more open organisation culture; 
Management flexibility;  
Enhanced branding and reputation; 
Innovation potential; 
Higher profits and cost-savings; 
Identity, visibility and awareness of the company. 

Employee Acceptability and understanding of sustainability 
Teamwork; 
Reduced conflicts; 
Community development at work, relations; 
Social and project management skills training; 
New knowledge; 
Job satisfaction and motivation; 
Ideation, creativity skills. 

 

Companies encourage employee volunteering in a variety of ways. Basil et al. (2009) study with 990 

companies in Canada showed that volunteering is adhering to the type of the CS company practices: 

Reactive of Strategic (Porter and Kramer, 2006). In Reactive CS employees are allowed to take time off 

to volunteer usually without pay, though they are allowed to adjust their work schedules. The 

companies do not provide support and do not evaluate their support for employee volunteers. While 

in Strategic CS the employees are informed about volunteer opportunities, they can connect with 

each other as the company maintains records of skills and experience of employees interested in 

volunteering, also the company provides education on ways of getting involved. Some of the 

companies have written a volunteering policy or programmes. Almost half of the companies officially 

recognize employees who are involved in volunteer activities and reward them.  

Unfortunately, exactly the same factors can be the major challenges to ensure the optimal level of 

employee engagement. The major critical factors that impede employee engagement are lack of top 

level leadership and guidance, insufficient middle level management support, lack of systematically 

used (could be HR, CS or innovation related) management systems and tools, organisation's culture 

(i.e. hierarchical, top-down, stiff, individualistic), and lack of funding availability (Garavan et al., 2010; 

Schaltegger et al., 2012). 

3.5. Framework and model for assessment of CS embedding  

3.5.1. CS embedding framework 

Until now, first, the complexity of CS paradigm was demonstrated along with the major CS concepts 

described and the CS definition chosen in the framework of this research. Second, the abundant 

literature sources were reviewed as divided in three major sections that reflected upon the three 

major aspects that are critical for CS embedding; these are: (i) CS integration into strategies and 

operations, (ii) innovation management, and (iii) organisational culture and engagement. In fact, all 
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these blocks of literature analysis can be combined into the research framework of sustainability 

embedding in business, where the intersections between CS, strategic and operation management, 

and innovations indicate the major areas of opportunities and challenges companies face during CS 

embedding. These are: (i) CS strategic and operational integration, including the business case for CS, 

(ii) CS driven innovations and transformation of business models, and (iii) organisational innovation 

including creativity, intrapreneurship and employee engagement. Organisational culture along with its 

factors such as leaderships, organisation structure and competencies influences CS embedding at the 

intersections with any other aspect, thus it could be schematically shown as laying in the background 

of CS embedding "affair" (Pic. 1). 

Picture 1. Overall conceptual framework of CS embedding as considered in this research (N. Nordin). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3.5.2. Three-stage model for assessing CS embedding  

There have been a growing number of attempts by researches to group CS/CSR into progressive 

stages, levels and domains that would help researches and practitioners to asses where the firms 

stand with regards to sustainability embedding (Martinuzzi and Krumay, 2013). Understanding CS 

development stages also helps in finding appropriate steps and tools for achieving sustainability and 

social responsibility (Visser, 2011).  

The variety of CS/CSR approaches, levels, stages and domains makes it cumbersome to systemize and 

use the research results in practice. Therefore there were several attempts to develop summarised 

stage models for a variety of purposes. For example, MacGregor and Fontrodona (2011) defined four 
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stages for CSR embracement in the enterprise: 1) CSR doesn’t exist; 2) CSR is hidden within different 

functions, 3) CSR as a standalone function, 4) CSR as an overall business coordinating function.  

Lately, the CSR evolution has been systemised by Visser (2011) who defined five CSR stages that 

manifest a different approach, namely Defensive, Charitable, Promotional, Strategic and Systemic CSR. 

The last one - Systemic CSR - focus on innovating business models, revolutionising their processes, 

products and services, and building cross-sectoral collaboration. Maon et al. (2010) developed a 

consolidated model based on nine other stage models and presented seven stages describing the 

development from ‘CSR-unsupportive to CSR-supportive cultures through its development of 

integrated CSR programmes and policies’. Halme and Laurila (2009) conceptualized corporate 

responsibility by elaborating both the financial and the societal outcomes of different types of CSR. 

Martinuzzi and Krumay (2013, p.435) similarly, after summarizing a wealth of CSR stage models, have 

delineated their own, linking CSR with business operation modes. They emphasize the complex 

interplay of change, learning, and transformation of the company, its stakeholders, and the whole 

society. Laasch and Flores (2010) and Visser (2014) have named this advanced trend of CSR as CSR 2.0 

recalling its similarities to and rise of Web 2.0. Benn et al. (2014) describe a six phase sustainability 

model that describes six distinct phases based on responsiveness and mode in contributing to 

sustainability. The authors’ vision and attitude much echoes with Visser (2014) claiming that it is in 

intelligent corporate self‐interest to become “responsible global citizens" and contribute proactively 

to global solutions. 

In fact, other authors argue that these are not development stages, but rather domains of CSR. Those 

domains usually are not invariant and overlapping, thus firms are apt to be ahead in some dimensions 

and behind on others (Mirvis and Googins, 2006). For example, Rangan et al. (2012) differentiates 

between three domains ("Theatres") of CSR: Philanthropic, Operational and Transformational, 

suggesting that a firm may employ any of the "theatres" in parallel depending on the firm's type, age 

and other factors. 

After analysis of abundant literature and a variety of CS/CSR stage models, the author has attempted 

to produce a simplified CS three-stage model emphasizing the relation between CS, culture, 

management and innovations by reconstructing available stage models for incumbent large 

companies (Table 4).  Some most relevant CS models were selected for this purpose: dominant 

paradigm based models of Benn et al. (2014) and Visser (2014), business operation based model of 

Martinuzzi and Krumay (2013), action-oriented CS typology of Halme and Laurila (2009), domains 

based model of Rangan et al. (2012), and business model innovation CS stages of Schaltegger et al. 

(2012), and finally the two types of sustainability differentiation of Lazslo and Zhexembayeva (2011). 

In this assessment model, the more advanced CS stages do not exclude aspects or activities of the 

earlier (more basic) CS stages, as the stages are developed applying evolutionary approach. 

The suggested three-stage CS model may be used as a tool to assess the level of CS embedding in a 

large established company. It can also serve as a concise guide to develop certain aspects of 

sustainability in order to aim for the higher stage of CS. This particular model will be used for assessing 

the case for company Vattenfall CS integration and proposal for its advancement. 
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Table 4. Three stages of Corporate Sustainability (N. Nordin). 

CS Aspect Reactive CS Strategic CS Systemic CS                                    
(or Transformational) 

Goal Shareholder value Stakeholder value 'Common good' sustainable 
value 

Credo ‘Doing peripheral good’ and 
talking about it 

Rethinking business and 
creating shared value 

New capabilities for cross-
dialogue and new 
opportunities 

Scope Savings and symbolic 
margins due sustainability 

Improved profits due to 
sustainability 

Transformation of core 
business and value chain 

Value divers PR, Risk management, Cost 
reduction, Compliance, 
Legitimacy  

Sustainability impact; 
Effectiveness; Quality, 
Reputation, Brand value, 
Licence to operate 

Sustained competitiveness, 
New value proposition, 
Innovative capabilities, 

Business case Sustainability does not form 
a business case for overall 
firm's business, but rather - 
of projects, or is in trial  

Sustainability is used 
peripherally or largely as a 
business case for overall 
business  

Sustainability as a business 
case for overall firm's business 
aiming to contribute to the 
'common good' 

Strategy 
integration 

CS and core strategies are 
not merged  

Sustainability is largely 
integrated into the core 
strategy  

Sustainability is the business 
strategy 

Operational 
integration 

Some diagnostic CS 
environmental and/or social 
standards & tools; CS 
Department at PR, 
Communications 

International CS mng. and 
reporting tools; partly 
integrated in strategic mng and 
operations mng; CS Dept. under 
Strategy or CEO 

Interactive CS control systems 
are fully integrated in strategic 
and operational management; 
CS is everyone's job 

Value chain Sustainability cared for in 
own activities 

Sustainability in supply chain Sustainability in the extended 
life cycle value chain 

Organisation 
culture 

Conservative, hierarchical, 
rigid, no real CS leadership 

More flat, collaborative; 
sufficient CS leadership 

Flexible, open, 
entrepreneurial executive CS 
leadership 

Engagement, 
initiatives 

Bottom-up employee 
initiatives, short lived, not 
connected across 
organisation or to business 
case 

Comprehensive and broad 
bottom up & top-down 
supported initiatives, guided by 
CS strategy and business case 

Fluent top-down management 
harmonised with long-term, 
well supported cross-
functional programmes 

Stakeholders Transactional relations; one 
directional - informative 

Cooperative relations; 
transferring knowledge and 
mutual collaboration both 
directions  

Transformative relations, co-
creational partnerships, win-
win cross-industry 
cooperation, global policy 
dialogue 

Innovations Innovations not guided nor 
related to sustainability 

Sustainability driven innovation 
in processes and products; 
changing value network, new 
market segments 

Innovation-driven 
sustainability: architectural, 
radical, transformative 
business models. 

Visibility CS goals are highly 
advertised resulting in 
scepticism and mistrust 

CS performance is made visible 
as aligned with company's 
values and business. 

Wide or global impact, 
transformative leader, 
champion of sustainability 

The two CS stages - Strategic and Systemic - are distinct that they have conditions for profit returns 

from sustainability activities (Mendibil et al., 2007) as CS is based on a sound business case and is 

merged with the core business strategy and operations as well as innovation processes (Halme and 

Laurila, 2009). The study of Bocquet et al. (2013) additionally demonstrates that firms with strategic 

CS profiles, or proactive CS, are more likely to innovate. Their results from 263 firms suggest that a 
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firm with strategic CS can sustain a competitive advantage and ensure better, longer-lasting economic 

performance than a firm with reactive CS. 

Most importantly, companies that reach systemic CS stage, are able to form innovative and wide scale 

cross-industry partnerships for lobbying progressive national or international policies in their business 

value network (Visser, 2014, p.16) By doing this, they focus on addressing the long-term 

interconnections of the macro level system—society and ecosystems.  Nevertheless, not many firms 

have reached this level yet, thus examples are rare and still fragmented (i.e. Plantagon, Interface). 

In this chapter the author provided a wide overview of literature sources as limited by the research 

purpose and question, and arrived at the formulation of the framework for CS embedding in business 

which is supported by more detailed but rather simple to use CS-three-sage model. The later one is 

going to be applied in the assessment of the CS implementation in the case company Vallenfall, as 

well as its CS stage and development of related recommendations for fostering CS towards the higher 

stage. 

4. Findings and Analysis  

The following section presents the description and analysis for the case study company - Vattenfall. 

The situation regarding the industry, company's status, market situation, strategic goals, governance 

and management structures are reviewed first. Then, the corporate sustainability context is 

described: CS policy, focus areas, targets and implementation structures. 

Further, the findings are analysed against the CS stage model provided in the previous section. The 

analysis is based on the primary and secondary data that was availed and that was sufficient to draw 

conclusions. Some of the obtained data though was not sufficient to substantiate the findings, thus 

were not included in the analysis, for example - innovation management, stakeholder, value chain, 

and visibility aspects. Based on the results of the analysis the author then provides recommendations 

for further major strategic steps for more efficient CS embedding in the company.  

4.1. Context of Vattenfall  

4.1.1. Energy sector industrial dynamics 

The transitions theory indicate that sustainable technologies often fit poorly within established socio-

technical regimes, particularly in energy and transport systems (Geels, 2005). However systematic 

sustainable transformation can be facilitated faster if the links between technological change, 

institutional change, and a growing environmental awareness simultaneously expand (Mulder et al., 

1999). Such linkages we witness in the energy sector. The new dynamics in the energy business are 

characterised by new technologies developed, new industry networks, supportive regulations, and 

self-organisation of small energy producers, which collectively start changing the energy landscape 

until now controlled by a small number of large companies. 

Europe and particularly the Nordic region are rapidly progressing in establishing renewable energy 

innovation systems (Verbong and Geels, 2007), where fundamental changes in alternative 

technological trajectories and in production and consumption patterns are growing. Not so long ago 
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those technologies occupied  only market niches, but since their exponential explosion in 2007 they  

evolved quickly  and started to compete with the dominant regime of fossil based energy disrupting 

its alignment and stability, and are predicted to continue (Schleicher-Tappeser, 2012).  

The power industry transformation is demonstrated by an increasing demand for renewable sources, 

distributed power generation, decarbonising electric and heat power, decreasing revenues and 

resilience (BCG, 2015). Technologies contributing to this transformation include integrated intelligent 

devices, net zero energy buildings, micro-grids, geospatial technologies join smart grids, spatial and 

big data analytics, and "utility companies are turning into data driven innovative enterprises in the 

Smart Grid scenario" (Zeiss, 2015, p.22).  

Photovoltaic cells, onshore and offshore wind turbines, internet technologies, and storage 

technologies have the potential to fundamentally change electricity markets in the years ahead. 

Photovoltaic cells are the most disruptive energy technology as they allow consumers of all sizes to 

produce power by themselves (Schleicher-Tappeser, 2012). In 2013 the share of energy from 

renewable sources increased to 15.0 %. From 2005 there was a boom in solar generation capacity in 

Europe (Pic. 2), but also worldwide (MIT Technology Review, 2015). Further, the changing 

consumption—production balance, increasing autonomy and flexibility of consumers is expected to 

trigger massive innovation and investment in energy management technologies involving different 

kinds of storage and IT controls.  

Picture 2. Installed electricity generation capacity for renewable sources, nuclear power and pumped-storage 

hydropower inEU-28, 1990-2013 (Source: Eurostat, EC, 2014).        

 

How rapidly this transformation occurs depends to a large extent on the regulatory framework and on 

the ability of market players to develop appropriate business models (Schleicher-Tappeser, 2012). The 

EU has set the goal of reducing GHG emissions at 20 % below 1990 levels by 2020, while some 

countries are even more ambitious, for example, Germany at least 40 %. However the tension 

between existing business models and the radical innovations for achieving systemic sustainability 

innovation grows (Midttun, 2007). The adoption and diffusion of more sustainable technologies and 

business practices is impeded by institutionalised norms that stabilise prevailing business practices 

and reinforce path dependencies (Arthur, 1989). Incumbent strong players having strong political 

influence are trying to slow down change while potential winners of the transformation have 

difficulties in keeping up in developing appropriate alliances and organisations (Schleicher-Tappeser, 

2012). But Kern et al. (2014) analysis shows that substantive change can happen (‘from laggard to 
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leader’) when renewable energy policy ambitions link up with interests of powerful regime actors and 

tie in with economic concerns about growth.  

In Sweden, the path dependency in electrical generation generally has been strong (Sandsmark and 

Tennbakk, 2010). Today, the electricity generation in Sweden consists mainly of nuclear and hydro 

power that together amount tor 82 % of the produced electricity but not expected to expand. Wind 

power is one of few realistic alternatives today (Swedish Government Office, 2014). In Germany, 

however, renewable energy is much more developed and in 2014 accounted for 25.8 % of all 

electricity produced. Interestingly, there private citizens, including farmers, own 46 % of RES (Agora 

Energiewende, 2015). 

4.1.2. Company and its market situation 

Vattenfall AB was established in 1909 with the purpose of building and reconstructing hydro power 

plants in Sweden. Now it is one of Europe's top six largest generators of electricity and the largest 

producer of heat operating in Sweden, Denmark, Germany, UK, and The Netherlands. In electricity 

and heat, Vattenfall works in all parts of the value chain: production, distribution and sales; in gas - 

sales only. Vattenfall also conducts energy trading. It partly owns 7 out of 10 operative nuclear 

reactors in Sweden and recently announced the premature closure of the two oldest Ringhals reactors 

by 2020. The Parent Company, Vattenfall AB, is 100% - owned by the Swedish state. 

Due to industry dynamics and new trends Vattenfall is experiencing difficult market conditions with 

weak demand, a surplus of generating capacity and historically low electricity prices. Vattenfall was 

forced to cancel its dividends payout for 2013 and 2014 after posting two year impairment. Most of 

the impairments announced stem from the Netherlands, where it bought Nuon Energy NV for 89 

billion SEK in 2009. Vattenfall has written down 59 % of the Nuon purchase price to date. The 

company is under political and particularly - societal pressure due to its high CO2 emissions, especially 

from highly polluting lignite (brown coal) operations in Germany related to extraction and heat 

production. In autumn 2014 the company's Board decided "to look into the prospects of finding new 

owners" of the lignite business. In Sweden left wing parties and environmental NGOs require closing 

down lignite operations instead of selling and maintaining carbon emissions. 

Numbers (Interim Report January–March, 2015): 

 Electricity generation: fossil based power 49%, nuclear power 26%, hydro power 21%, wind 
power 3%, biomass and waste 1%.  

 Financial result:  losses of -8.3 billion (2014), -13.5 billions (2013) SEK (net result after taxes). 

 Production in 2014: electricity generation 172.9 TWh (incl. from lignite 55.4 TWh, from wind 
4.1 TWh); heat generation 24.1 TWh. 

 Employees: 30,181 employees, incl. 8,870 in Sweden (1,000 are planned to be dismissed in the 
Group). 

 Customers: 6.2 million electricity customers, 4.3 millions electricity network customers, 1.9 
million gas customers. 

 Investments: in wind - 7.3 billion SEK, in coal (electricity and heat) - 7.2 billions SEK during the 
last 12 months. In 2015-2016 the majority of growth investments are planned for wind power.  

 R&D funding comprises only 0.3% of consolidated net sales. R&D activities are increasingly 
focusing on future energy and customer centric solutions. 
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4.1.3. Organisation structure and strategy 

Changes in governance 

Vattenfall undergoes rather frequent internal reorganisation. On 1 January 2014 Vattenfall adopted a 

new geographic organisational structure consisting of three organisational levels: group, regional and 

business unit level. As from 1 April 2015, Vattenfall's simplified its governance hierarchy and turned 

from a geographic to a business area structure. The aim was to increase the Group’s business and 

performance focus. Now the organisation is divided into six Business areas and one Corporate centre, 

comprising of centralised Staff functions supporting and steering the business, and located in Solna, 

Sweden. The six cross-border Business Areas are: Heat, Wind, Customers & Solutions, Generation, 

Markets and Distribution (see Pic. 3). Vattenfall’s lignite operations are organised as a separate unit, 

Mining & Generation. The company hired a new Chief Executive Officer (CEO), Magnus Hall, in 

October 2014, who came from the forestry sector. The Board of Directors (BoD) consists of 12 board 

members, 5 of them - women. The average age of board members is 57. 

Picture 3. Current new organisational structure of Vattenfall. 

 

Values and strategy 

The vision and values of the company are not stated in Vattenfall's website. One can only find them 

on the 56 page of the Annual and Sustainability Report under chapter "Internal Governance". The 

mission of the organisation is not found. This is perhaps due to the current volatile stage of the 

company's transition to the new organisational structure. The mission, vision and values are 

important for the company's culture, which in turn is crucial for sustainability engagement, thus their 

formulation must be inspiring and memorable, which is not exactly the case at Vattenfall: 

 The core values are Safety, Performance and Cooperation. 

 The vision is to develop a sustainable, diversified European energy portfolio with long-term 

increased profits and significant growth opportunities. At the same time, Vattenfall will be 

among the leaders in developing environmentally sustainable energy production. 

Vattenfall's strategic focus areas from five in 2014 have been reduced to three (Pic. 4). These strategic 

areas are supported with vague objectives, where the only more specific one is that the Vattenfall 

Group strives to become a leader in wind power - just not clear at which scale. The corporate strategy 

document and implementation plans are under development and were not availed to the study.  
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The last Annual Report indicates that Vattenfall intends to reduce its CO2 emissions mainly through the 

sale of a number of fossil-based power plants, i.e. divestments and decommissioning. The company 

plans to sell its most politically sensitive assets - the most polluting lignite mines and related plants. 

The majority of interviewees noted that this operation would help to gain "licence to operate" and 

provide a more united identity for the company. 

Picture 4. Business strategic focus areas and objectives of Vattenfall. 

 

4.1.4. Sustainability policy and implementation structures 

Sustainability Policy 

Sustainability (or CS) policy, as stated in reports and by interviewees, is fully integrated into the overall 

strategy of the company, thus, as explained, the CS Policy document consists just of 1 page text. Since 

2013 Vattenfall prioritized ten sustainability areas (Pic. 5). They were formulated in 2012 and verified 

in 2013 after performed sustainability materiality assessment together with its stakeholders and 

employees.  

Picture 5. Sustainability focus areas of Vattenfall. 

 

The three major Sustainability targets as included into overall business strategy are: 

Sustainable Production 

• A more sustainable 
energy portfolio 
 

•--------------------------------- 
•OBJECTIVES 
• Wide array of energy 
solutions 

• High security of supply 
• Superior standard of 
service 

Sustainable Consumption 

• Strong customer focus 
and new customer-
centric business models 

•--------------------------------- 
•OBJECTIVES 
• Efficient large-scale 
conventional energy 
production;  

• Leader in wind power. 

Financial Sustainability 

• Increased business focus 
in all operations 
 

•--------------------------------- 
•OBJECTIVES 
• Imropoved operations 
• Strong business focus 
• Efficient use of 
resources 

Sustainable Production 

•Transformed portfolio: (a) 
lower CO2; (b) growths in  
renewables) 

• Resource efficiency 

•Other emissions  

• Biodiversity  

• Local communities   

Sustainable Consumption 

•Customers solutions for 
sustainable use of energy  

Financial sustainability 

• Health and safety at work  

•  Our people  

• Integrity  

•  Sustainability in the 
supply chain 
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Other targets for sustainability focal areas are: 

3. Other emissions - Develop action plans for preventing oil spills and identify measures. 

4. Biodiversity - Develop action plans for dealing with impacts on biodiversity. 

5. Local communities - (i) All assets projects will take into account and address impacts on 

the local community; (ii) Vattenfall Reputation Index (VRI) score of 65 by 2020. 

6. Customer solutions - The long-term goal is a Customer Satisfaction Index score of 75. 

7. Health and safety - (i) Lost-time injury frequency of 2.1 for employees and 2.9 for 

contractors in 2015; (ii) Long-term goal of zero accidents in the workplace, no workplace-

related illnesses, and that all employees will have a safe, healthy and inspiring work 

environment. 

8. Our people - (i) Commitment index higher than 62; (ii) Leadership index higher than 75; 

(iii) Share of female managers above 24%. 

9. Integrity - All relevant employees and managers should have participated in the Vattenfall 

Integrity Programme. 

10. Supply chain - The share of new suppliers that are audited in accordance with Vattenfall's 

Code of Conduct for Suppliers. 

There was no information found on the baseline and justification of such CO2 exposure and energy 

saving targets chosen. Also it was not explained why installed renewable capacity measured against a 

peculiar collection of countries and not the whole EU or at least the countries where Vattenfall 

operates, and why energy saving target is so short term, i.e. to be defined yearly.  

The targets assigned to each focus area are still under development and are of variable quality and 

relevance, as the company struggles to identify united cumulative indicators for such a large company 

with different businesses and technologies. Some targets are long term, others - others short term 

(i.e. 2, 7). Some targets are formulated as action plans (i.e. 3, 4), others - as indicators. Some targets 

are irrelevant to the described activities (i.e. 5, 6). Some targets do not cover full focus area or are 

insufficient (i.e. 2, 4, 5, 10). Some targets have no defined numerical indicator to be reached (i.e. 10) 

or are ambiguous (i.e. 1b, 3, 4, 9). Some long term targets have not indicated time horizon (i.e. 6, 

partly 7, 8, 9).  

It should be noted that in all business units there are specific targets and programmes, but these are 

not yet cumulatively gathered via unified system of KPIs. 

Sustainability management 

The Swedish state’s ownership policy stipulates that companies with state ownership shall act as a 

model in the area of sustainable business and shall also strive to comply with international guidelines 

that exist with respect to sustainability. In 2014 the Board of Directors for Vattenfall decided to adopt 

• Reduce its CO2 exposure to 65 million tonnes of 
absolute emissions by 2020 

1a. Lower CO2 

• Growth rate of installed renewable capacity will be 
higher than the average growth rate for ten defined 
countries in northern and central Europe 

1b. Growth in 
renewables  

• Save 440 GWh in 2015 both through internal efficiency 
improvements and by helping customers improve their 
energy efficiency 

2. Energy efficiency 
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an umbrella sustainability policy to complement individual policies. The sustainability policy also 

stipulates that environmental issues are the top-priority focus area, based on a decision by Swedish 

Parliament in 2010. 

The External Relations and Ethics Committee is charged with sustainability issues in support of the 

Board. The ethics and legal compliance function works to ensure fulfilment with legal and other 

requirements. CEO is responsible for overall implementation of sustainability policy. The so called 

Sustainability Team (ST) consisting of 7 people with 4 of them located at the corporate centre in Solna, 

hasvery recently moved from the Communication Department to the Strategic Department located 

directly under CEO. The main function of the ST is to guide, coordinate and follow up on Vattenfall's 

efforts within this field. It should be noted that the Environmental Department is not under the 

Sustainability Team - it is a parallel structure to the Sustainability Team and also reports to the Head 

of Strategy Department. Each business in Vattenfall is responsible for integrating sustainability into 

their operations, such as supply chain management, procurement, projects specification, human 

resources, etc. 

Vattenfall’s Sustainability management and control tools include the following policies: 

 The health and safety policy 

 The Code of Conduct 

 The Supplier Code of Conduct, which addresses – among other things, human rights and 

working conditions, the environment and anti-corruption, as based on international 

standards. 

All of these policies as well as Environmental Management System (EMS) are part of the Vattenfall 

Management System (VMS), which is a collection of policies, regulations and instructions obligatory to 

all staff. EMS as a part of the VMS is regulating roles and responsibilities and not setting the actual 

objectives. Environmental Management Systems are aligned with recognised standards, such as 

ISO14001 and EMAS. The certificates cover over 80 per cent of installed production capacity. 

Vattenfall signed the principles of Global Compact in 2008. The Global Reporting Initiative G4 

guidelines are used as an external sustainability control tool for reporting company's performance. All 

sustainability targets, according to the words of ST members, are followed-up as a part of the 

quarterly reporting. The status of Vattenfall’s sustainability areas and sustainability targets are also 

discussed with the top management at all levels. 

4.2. Assessment of CS integration and stage  

In this section the analysis of Vattenfall sustainability policy and implementation will follow. It is based 

on the evaluation tool - the three-stage CS model generated in the Section 3.5. The analysis will 

consider the primary and secondary data gathered as well as the literature sources reviewed in order 

to triangulate findings and avoid bias, which is important when the topic of interviews is related to 

representation of values (Brenner, 1985). As noted in the Section Limitations, the CS aspects will be 

reviewed selectively, i.e. only those for which sufficient minimum information obtained, and which 

were considered as the most important for assessing the level of sustainability integration at the 

company. 
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4.2.1. Goal, Credo, Scope 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

Goal Shareholder value Stakeholder value 'Common good' sustainable 
value 

Credo Doing 'peripheral good’ 
and talking about it 

Rethinking business and 
creating shared value 

New capabilities for cross-
dialogue and new opportunities 

Scope Savings and symbolic 
margins due sustainability 

Improved profits due to 
sustainability 

Transformation of core business 
and value chain 

Global energy systems are moved, steered and hampered by international politics, regulations, 

resource exhaustion, and changing technological trajectories. As described earlier, the energy sector 

in the whole world and particularly in Europe undergoes visible changes due to climate change policy, 

market and technology shifts. Not surprisingly the corporate sustainability policies and practices in 

energy companies also start to transform. An extensive exploratory and explanatory study carried by 

Salzmann (2008), which will be closely referred to, assessed the major CS determinants and 

management factors used in the 13 leading world energy sector companies in 2002-2003. Now, from 

the 10 - 13 years perspective, when analysing the results of that study, one can clearly see the change 

of goals, credo, drivers and scope of energy companies to pursue CS. Having said this, this positive 

move can have less noble reasons than claimed by being more of a response to increased competition 

due to market transformation rather to ethical or sustainability reasons itself (Graf and Wirl, 2014). 

Nevertheless, it seems that Vattenfall executives would not anymore support Peter Drucker's words: 

"Corporate social responsibility is a dangerous distortion of business principles. If you find an 

executive who wants to take on social responsibilities, fire him. Fast" (cited in Banerjee, 2008). All 

interviewees' responses, as supported by the company's public information, lead to the impression 

that Vattenfall cares more for stakeholders than shareholders. Though in the case of the state owned 

company's this is not a large difference, as company's shareholder also represents the major 

stakeholder in terms of elected public body, which in turn - represents (or should represent) a will of 

society. What is important to note is the readjustment of the governmental policies towards the EU 

climate policy goals and the raising of social intolerance to carbon emissions, which forces politicians 

to search for a new balance between short and long term gains. 

Current major organisational and structural changes at Vattenfall, including the hiring of the  CEO 

from a different industry, signals the painful need  for business transformation towards a new market 

reality, which is (luckily) in line with sustainability goals. In these changing circumstances it is no 

longer sufficient "do peripheral good and talk about it". Apparently the company is now in the process 

of entering the stage "rethinking business" and shoulder with other large laggard (unfortunately) 

energy companies to find its place in the future, which (again luckily) might be a huge opportunity, if 

the company starts aggressively to widen its current scope from "savings and symbolic margins due 

sustainability" towards "transformation of core business and value chain". 

Assessment: in between Reactive and Strategic CS. 
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4.2.2. Value drivers 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

Value divers PR, Risk management, Cost 
reduction, Compliance, 
Legitimacy  

Sustainability impact; 
Effectiveness; Quality, 
Reputation, Brand value 
Licence to operate 

Sustained competitiveness, New 
value proposition, Innovative 
capabilities, 

At the lowest stage of CS development, the major attention of companies is directed towards reaching 

the "low hanging fruits" CSR could provide, and within the shortest possible time horizon. For obvious 

reasons these are activities directed towards cost reduction and risk mitigation. The risks are 

perceived as  those coming from non-compliance with legal requirements as well as those related to 

legitimacy or the so called "licence to operate". Social licence to operate emerged as an industry-

based concept based on a risk-management perspective, which consists of the three normative 

components – legitimacy, credibility and trust (Owen and Kemp, 2013). Some researchers use 

legitimacy on its own as a major driver for early stage of CS, and define it as ‘‘a generalized perception 

or assumption that organizational activities are desirable, proper, or appropriate within some socially 

constructed system of norms, values, beliefs, and definitions’’ (Suchman 1995, p. 577). Thus licence to 

operate is a somewhat more advance value driver.  

The ‘Nordic model’ of CSR is government-driven more than elsewhere in the world, and is very much 

based on social norms like solidarity, decency and respect (Gjølberg 2010, p. 221). In this context, CSR 

aspects such as health, safety and social security are primarily framed as compliance with laws and 

labour union agreements, and thus are usually taken for granted. In principle, in developed countries, 

and particularly in the EU, these activities should not even be treated as CSR, as according to EU 

definition (see Section 3.2) CSR activities must go beyond legal requirements. Compliance is only a 

precondition of CSR (Martinuzzi and Krumay, 2013). 

However increased competition and globalization, which resulted in expansion of value chains into 

poorly regulated developing countries, makes firms pay more attention to the image, reputation, 

identity and values of organizations particularly when it comes to environmental and especially - 

social issues. This trend motivates companies with international reach to apply other CS value drivers 

and more proactive CS policies (Tengblad and Ohlsson, 2010). 

This tendency is picking up speed at Vattenfall too. As the company operates in a business that heavily 

impacts environment, climate change and local communities, naturally, from the beginning, its 

sustainability policy has been driven (and still is) by risk, compliance, legitimacy and focused drivers. 

Currently Vattenfall  is expanding its procurement portfolio in developing countries such as China and 

India, thus the importance of informal licences to operate along with branding and reputation is 

increasing. This tendency was also confirmed by the majority of interviewees who beside the main 

sustainability drivers as mentioned above, indicated that brand value, reputational risks and customer 

acceptance becomes increasingly weighty. Two interviewees noted that "sustainability is good for 

business and innovation", and two other told us that Vattenfall is turning more towards opportunities, 

such as innovative products and services, which indicates that progressive understanding of 

sustainability drivers, could also be found. 
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Vattentall's Sustainability Policy paper also cites the licence to operate as the most important value 

driver for CS with which the company struggles in Sweden, mainly due to its lignite operations in 

Germany. This finding is confirmed by Salzmann (2008) concluding that in the energy utility sector CS 

intent, additionally to regulatory drivers, is moderated by the informal license to operate as the 

downside potential (e.g. consumer or NGOs boycotts) and the upside potential (e.g. good community 

relations, goodwill from society) are significant determinants of CS. 

The review of the Annual and Sustainability Report of 2014 demonstrates though that risk and cost 

reduction are still the major issues and value drivers for Vattenfall. The analysis of the key business 

drivers for its main four operations (production, optimization, distribution and sales) described in the 

latest Annual and Sustainability Report of 2014 (p. 11) shows that out of 21 indicated key drivers, 72% 

of them are cost and risk related. 

Along these lines, some interviewees claimed that "Strategic plan is for five years, but it's all about 

survival. Opportunity is not a driver "(M9). This finding is justifiable in the light of financial difficulties 

the company experienced lately, though it may also indicate the reactive mindset in terms of not yet 

prioritizing sustainability as a source of long term competitiveness and innovative capabilities that are 

needed for entering new markets. 

Assessment: more Reactive than Strategic CS. 

4.2.3. Business case for CS 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

Business 
Case 

Sustainability does not 
form a business case for 
the overall firm's business, 
but rather - of projects, or 
is in trial  

Sustainability is used 
peripherally or largely as a 
business case for overall 
business  

Sustainability as a business case 
for overall firm's business 
aiming to contribute to the 
'common good' 

The business case is an economic rationale for an activity (Salzmann, 2008). The strategic risks and 

opportunities as driven by climate change and regulations eventually force incumbent companies to 

undertake radical innovation of technologies and business models. Nevertheless, uncertainty is 

substantial, particularly in the large energy utility companies, which are firmly locked into 

technological trajectories through high inertia and stiffness (Christensen et al, 2002). According to 

industrial dynamics theories of technology curves and trajectories (Hudges, 1989) and socio-

technological regime shifts (Geels, 2005), such pattern is largely expected, though not impossible to 

be broken through. The recent fast expansion of wind and solar energy production, decentralised 

energy and related smart solutions is a proof that recently being niche technologies, they soon will be 

able to compete (even without subsidies) with the dominant regime of fossil-based energy and to 

disrupt its alignment and stability. This technological tendency is envisaged to continue (Schleicher-

Tappeser, 2012). 

Despite these fast technological and societal shifts as supported by regulatory regimes, the large 

incumbent energy companies, particularly the state owned ones, are not able to transform their 

business models, assets and operations as fast as the rapidly growing small private companies. They 

are more inclined to mitigate and exploit the financial risks and opportunities associated with climate 

http://www.sciencedirect.com.focus.lib.kth.se/science/article/pii/S0959652612003459#bib34
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change through incremental changes to current business models, step by step (Salzmann, 2008). One 

of the reasons, as a study by Zott and Amit (2010) identifies, that novelty and lock-in 

complementarities may often conflict with the traditional configurations of the firm’s assets, whose 

managers are likely to resist experiments that might threaten their ongoing value to the company. 

The business case for long-term sustainable business option or activity is usually further marginalized 

since future cash flows are heavily discounted (Schaltegger et al., 2012). In other words, it is easier to 

build a business case for a short term and ad hoc initiative or goal that, for example, that improves 

resource efficiency. A risk focus, i.e. the seizing of opportunities through risk reduction, is also less 

complex and resource intensive than an active search for opportunities, which requires more “out of 

the box” thinking (Salzmann, 2008). Picture 6 represents a very simplified process of economic 

rationale formation for sustainability in energy sector since in reality issues are more variable. 

 

Picture 6. Mapping the business case for sustainability (Salzmann, 2008) 

Not all managers at Vattenfall consider risk reduction as the only powerful argument for corporate 

sustainability. A few interviewees noted the opportunities sustainability could bring for strategic 

innovation. It seems that even though risk mitigation argument is still more strongly acknowledged by 

executives in planning business cases, the understanding is moving towards acceptance of (or at least 

starting to  think of) a more radical innovation and business models that are grounded in a  

sustainability perspective such as development of renewable energies and smart customer solutions. 

However these are and perhaps for quite some time will remain only as  a minimal part of overall 

Vattenfall business. The same is stated in one of the three strategic company's objectives: "Efficient 

large-scale conventional energy production". Only two out of ten Vattenfall's sustainability focus areas 

are opportunity grounded, the other - risk or negative impact mitigation driven. 

Vattenfall's smart customer solutions business now is defined in the strategy and formed as a 

separate business area, which is a sign of new customer-centric thinking. This business area is 

especially suitable for formulating  a sustainability driven business case and models and could serve as 
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a platform for cross-functional and cross-institutional innovation and collaboration. Currently the 

company offers innovative energy services such as electric vehicle charging stations, sales and 

installation of solar panels, solutions for energy efficiency improvement and energy advisory services. 

Though this business area made only 6% of the company's operating profit in 2014, it has a huge 

potential for growth. Most importantly, it fits sustainability goals. 

Nevertheless, at the moment the situation is such that Vattenfall managers and even sustainability 

officers concentrate their responses more strongly on brand value and reputation (in addition to risk 

management and the license to operate).  

"Managers lack money, and sustainability is not a priority. Just nice to have" (S2).  

This illustrates that the company might be less aware of the potential of other value drivers such as 

innovation, improved access to capital and new markets, employee satisfaction that are the key 

elements of the business case in the more advanced CS stages. The majority of Vattenfall’s business as 

related to sustainability is still more operational and process driven (efficiency improvement of fossil 

and nuclear operations) rather than strategic and market driven (renewables and smart solutions). 

Sustainability though has overgrown the project and trial phase and is a core of the two business 

areas, is still financially rather marginal to the Vattenfall's overall business case. 

Assessment: in between Reactive and Strategic CS. 

4.2.4. CS Strategy integration 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

CS strategy  CS and core strategies are 
not merged 

Sustainability is largely 
integrated into the core 
strategy 

Sustainability is the business 
strategy  

Corporate sustainability strategies are the tools for directing a company through sustainability-related 

social, legal, political and economic requirements under conditions of growing market competition 

(Schaltegger, 2012). Strategic responses to the major sustainability issues (i.e. climate change, 

environmental impact) such as business diversification (e.g. renewable energy technology) are largely 

believed to enhance future potential rather than create tangible changes in profits and growth  in the 

short term (though according to BCG (2015) this outlook is currently altering in the energy sector).  

Such direct responses to sustainability issues, as supported by strategic commitment of executives, 

include formation of independent business units for renewable energy technologies and services. But 

this retort may be treated as too upbeat and insufficient, if strategic planning still largely revolves 

around fossil fuel based energy. The full merging of core and sustainability strategies in large energy 

companies is still absent (Salzmann, 2008). This researcher found that the world's leading (in terms of 

sustainability efforts) energy utility companies displayed a rather low strategic disposition of 

sustainability in early 2000. Martinuzzi and Krumay (2013) confirm that it is rather rare that 

companies would fully unite their strategic and sustainability goals, as the majority would start from 

incremental steps and would merge them in time. The strategic integration closeness also depends on 

the key drivers and business type (Maon et al., 2010; Rangan et al, 2012). Large and conservative 
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utility or natural resources companies are usually the laggards in this respect (Fekete and Boda, 2012; 

Salzmann, 2008). 

All Vattenfall interviewees assert that sustainability is fully integrated into the core strategy and 

decision making at Vattenfall; the same is stated in the company's publications. The company 

developed a one page document highlighting the way sustainability is understood and its major 

priorities. The focus areas and targets (sometimes with indicated KPIs) are to be found in the 

company's website and in the Annual Report. Due to the belief that their CS is fully integrated, the 

sustainability managers say there is no need for a specific sustainability strategy or implementation 

system. This opinion was not supported by the operational managers though.  

Numerous researches found (e.g. McWilliams et al., 2006; Rangan et al, 2012; Stead, 2014) that it is 

hardly possible to strategically direct sustainability efforts within an organisation without a 

comprehensively defined sustainability strategy or programme that delineates and describes the 

issues addressed, justification of their selection, the methods and measures to be applied, the targets 

and their SMART indicators in the indicated timeframe, the responsible units or persons, and the tools 

and coordination systems utilised, and the monitoring and evaluation system of CS strategy 

implementation. Such a comprehensive strategy also serves as awareness, knowledge and trust 

builder of employees and stakeholders, as they would better understand the company's organised 

efforts towards sustainability. It will also allow stakeholders to be responsive and align their 

programmes for mutual collaboration. 

According to the CS stage model, the Reactive CS stage is characterised by separate sustainability and 

business strategies, i.e. companies implement sustainability projects and activities that are not 

necessarily connected to the core business and thus are often the first to be cancelled in times of 

economic crisis (Martinuzzi and Krumay, 2013). Strategic CS is integrated into business or corporate 

strategy. The changes are not short or mid-term, but long-term, and influence a company as a whole 

with processes adopted and with high materiality (economic impact on business). Such organization 

contributes to societal change and acts as a key driver for sustainable business practices, which also 

can be seen as a competitive advantage (Manuzzi and Krumay, 2013). Systemic CS is fully merged with 

the core strategy and leads it to the wider purpose beyond company's materiality note, as "it takes an 

environmental or a social problem as a source of business innovation and seeks to develop new 

products or services that provide a solution to the problem" (Halme and Laurila, 2009, p. 330). 

Salzmann (2008) notes that intuitive integration of sustainability into corporate strategy is not 

sufficient and may be considered as a hesitant sustainability management. Due to the lack of 

information it was not possible to asses if Vattenfall utilizes qualitative and quantitative (risk score, 

financial figures) assessments and (i.e. probability of occurrence, possible consequences, economic 

valuation) for prioritizing sustainability focus areas and including them into in the core strategy. These 

assessments are necessary if sustainability is treated as creating shared value with strong materiality 

for a company and its stakeholders (Porter and Kramer, 2011), and is seen as an opportunity.. 

The integration of Vattenfal’s sustainability focus into the business strategy could be understood from 

the three major strategic goals and objectives, which are aligned with the ten sustainability areas in 

production, consumption and financial fields. Three out of 10 sustainability targets are included in the 

Annual Report as strategic targets. "In some areas, no Group-wide targets or strategies have been set; 

instead, work in the area is addressed and adapted according to the local conditions" (Annual Report, 
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2015, p. 26). Few managers desired that sustainability should be "a corner stone in the business plan 

and should be adequately described" (M9, M5). Unfortunately, the current corporate and BA 

strategies and plans are under development and were not availed to the study. Thus it was not 

possible to apply deeper analysis in order to assess the degree of integration from the very short 

description of the strategic goals and objectives.  

Based on the available information, it is clear that there is a strong attempt to merge the core strategy 

with sustainability and it is well communicated and positioned in the company. The proofs are: the 

goal to build a stronger wind energy portfolio and smart customer solutions for saving energy or 

accommodating the use of RES, creation of separate business areas with business cases build around 

sustainability, transferring Sustainability Team from the Communication department to the Strategic 

Department, plans to sell lignite operations, switch to better mix of fuels, constant attention to 

increased environmental efficiency, impact mitigation (both social and environmental), adherence to 

international and environmental standards. Even though the company does not yet have a high 

material impact from sustainability and is still struggling with operational integration (see the next 

section), its strategic integration could be evaluated as being closer to the stage of Strategic CS though 

not yet there. It should be noted that this highly rated assessment is somewhat over-generous and 

should be taken with caution, because the author had no access to the new strategy and business 

plans or internal KPI reporting documents. Besides, the lion's share of Vattenfall's business still lies 

with the fossil power generation, thus the assessment is based more on a set direction and 

commitment, rather than on the current business situation. 

Assessment: more Strategic CS than Reactive CS. 

4.2.5. CS Operational integration 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

Operational 
integration 

Some diagnostic CS 
environmental and/or 
social standards & tools; CS 
Department at PR, 
Communications 

International CS mng. and 
reporting tools; partly 
integrated in strategic mng 
and operations mng; CS Dept. 
under Strategy or CEO 

Interactive CS control systems 
are fully integrated in strategic 
and operational management; 
CS is everyone's job 

"The reason for the lack of success of corporate initiatives cannot be found in overambitious strategic 

objectives. It is to be found at the implementation level of CS" (Salzmann, 2008, p.266). 

Implementation of strategies is the major challenge of the companies (Martinuzzi and Krumay, 2013). 

Strategic sustainability management is not a one-way road, but includes formulation, implementation, 

and control functions and tools to be used in iteratively and consistently. Ideally, sustainability 

management systems and tools are integrated with general strategic management systems and tools 

in a dynamic way (Gond et al., 2012). 

Section 3.2.2 highlighted the tools that are known as the most significant for CS implementation 

(adapted from Doz and Prahalad, 1988): 

A. Soft management tools  

B. Data management tools  

C. Hard management tools  

D. Coordinating tools.  
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As noted by Salzmann (2008) the early stage of CS alignment in the company, the soft management 

tools are usually used to set standards and build knowledge based on sustainability. Later, the data 

management tools that provide relevant infrastructures and information are usually introduced in the 

companies. Finally, the hard and coordinating tools are applied, which motivate and increase 

collaboration and participation. 

A. Soft tools provide an organizational context that facilitates organisational alignment. Top 

management commitment and communication could also be included in this category. At Vattenfall 

corporate values, policies and standards are well established. This is not surprising since they are the 

basic, essential means of integrating CS into the organization - they primarily create a common 

understanding within companies. The type of policies, codes and standards used at Vattenfall were 

noted in the Section 4.1.4. 

B. Data management tools include metrics, numerical targets, modifications to investment appraisals, 

resource control and accounting (e.g. to carbon accounting), scenario analysis and backcasting, etc. 

The author had no access to the company's internal operations, thus she only could base her 

judgement upon interviews and open access publications.  

At Vattenfall, sustainability targets are differently prioritized: only three main targets (representing 

two CS focus areas) are included in the agenda of the highest executive level quarterly meetings. 

According to the Sustainability Team, these three main targets are included into the KPIs of balanced 

score cards, though two other interviewees noted that only CO2 exposure is being reported in the 

KPIs. The other 7 targets are not yet included, but there is an intention to review them at the lower 

level meetings, i.e. business area review meetings.  

According to the limited information gained, it seems that corporate sustainability management lacks 

essential control systems and tools, however sustainability managers are unaware of that or do not 

see a need for them. Most likely every BA or at least BU has their own environmental data tracking 

tools. Because Sustainability Team is not responsible for environmental issues and perhaps due to the 

lack of more operational type of coordination, sustainability managers did not show an interested in 

tools of data collection and control. The challenge however appears when the sustainability related 

data from BA or BU needs to be aggregated at the corporate level. All BAs are very different and 

implement a variety of sustainability actions, where each BA develops their own targets and metrics. 

Therefore there is a clear need to create a framework that would unify sustainability data at the 

corporate level. The need for aggregated indicators was however supported by the ST. 

C. Hard management tools are very effective for motivating employees. According to interviewees the 

company does not apply such measures and does not use them to encourage corporate volunteering 

and participation in sustainability driven innovation at the moment (about engagement see below). 

The respondents did express the usefulness of rewards system to encourage employee involvement, 

but "the reward system must really work"(M5). 

D. Coordinating tools include CS committees, CS departments or teams, Cross functional and cross 

business teams comprising managers from a diverse range of business units and/or functions. Cross-

functional management and collaboration are crucial for consensus building, issue prioritization, joint 

implementation, enhancing culture and organisational innovation in particular. At Vattenfall, there are 

at least two cross business structures related to CS: The Sustainability Team and The Responsible 

Sourcing Board. The role of Sustainability Team at Vattenfall is to "provide guidance, coordination and 
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advice at the corporate level" (S2). It also implements tasks related to "raising awareness, identifying 

gaps, coordinating and consolidating reporting, securing integration in decision processes, including 

maintaining CS related information with the owner" (S2). The Responsible Sourcing Board was 

established to ensure that the Code of Conduct for Suppliers is applied for evaluating new tenders of 

suppliers from developing countries. In addition, the BoD also serves as a strategic cross-business 

coordinating body for CS decision making. 

Historically, strategic environment information is managed by a separate team, as it was established 

earlier than the sustainability team. Both are located in the same Strategic Department. The 

Sustainability Team and the Environmental team according to interviewees are coordinating their 

activities. The data availed is not sufficient to assess the relation and level of coordination, though it 

seems illogical, comparing to usual CSR or CS practices that the corporate environment team is not 

included or placed under the sustainability unit.  

The interviewees assert that sustainability is fully integrated into the core strategy and decision 

making at Vattenfall. Because of this the sustainability managers believe there is no need for specific 

or additional CS management structures or staff, such as sustainability managers at the business areas 

level. Their opinion was also supported by other interviewees - managers from other areas. They 

justified such position by referring to the difficult financial situation of the company. Also, they see 

additional structures as alienating sustainability from the rest of the company and its employees. Such 

opinion would be welcomed if the company already have had succeeded with CS full operational 

integration, which is not yet the case. As research shows and explained in this paper, at the early 

stages of CS development, when the CS is not yet part of the organisational culture, it is important to 

have both - knowledgeable and proactive sustainability managers and relevant CS tools. It seems that 

both are partly missing at Vattenfall. Moreover, apparently due to deficient knowledge about 

(advanced) sustainability meaning and role in building the company's innovation potential (i.e. 

"people don't know what sustainability means for the company and what they should do for it" (M9, 

M7)), sustainability and general managers might perceive the role of sustainability manager as 

someone who implements CS initiative on his/her own. On the other hand, CS being not supported by 

any specific action programme at Vattenfall, which would involve employees, is not seen as requiring 

additional human resources as respondents suggest. 

The vertical CS integration, as stressed by BA/BU managers, but less so by sustainability managers, is 

the major challenge in the company:  

"In Sweden is high knowledge about sustainability, but it is tricky to integrate it in daily business. 

[It is] difficult to translate sustainability. Consistency must be, [for example] in regular asset 

planning procedure. It must be a core business. Now sustainability is on top" (M7). 

The reasons named are numerous: "lack of financial resources", "lack of operational resources", 

"everyone is busy", "no good interfaces", "lack of incentives for engagement", but most importantly 

and as agreed by the majority - the lack of understanding and awareness about what sustainability is 

and what it really means for Vattenfall. Unfortunately, there is no corporate knowledge management 

system at Vattenfall (as noted by interviewees), and in business units it is "not well organized". 

Moreover, it seems that the sustainability team is not engaged in providing training and education on 

sustainability for BA/BU managers and employees: "Only website is not enough" (M9). Organising and 

delivering such training would definitely require resources because the company is so large and 
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geographically spread, while there are only seven sustainability managers in total. Opposing 

sustainability mangers viewpoint, all BA/BU mangers expressed expectations for more united 

positioning and explanation about sustainability within the company.  

Thus raising CS awareness is the key for Vattenfall, especially of the top and middle level BA/BU 

mangers in order to increase sustainability integration into the operations and processes. 

Organizational learning should be integrated with sustainability and should become a corporate 

activity, and not left purely to BAs or BUs. Only in this way will sustainability slowly start be an 

ingredient of organisational culture and will lead to opportunity driven Systematic CS, which was well 

worded by one of sustainability managers:  

"What we need the most is long term mental change, to drive awareness how it affects social, 

environmental performance, and how to find business opportunities"(S4). 

Having said this, there were a few attempts of ST such as a sustainability quiz and booklet on 

Vattenfall's sustainability examples, also some BA themselves were making awareness materials or 

events (i.e. Hydro and Heat BAs). Besides, there is a newly established Competence Centre for 

Sustainability Due Diligence - a cross-functional network that primarily aims to increase internal 

understanding about the supply chain issues. It remains to be seen if this cross business structure can 

grow into true sustainability learning hub at the company. 

Overall, the company appears to be at the beginning of the learning curve and does not represent a 

typical way of sustainability integration. There are well established corporate policies, codes and 

standards, the strategies are more or less integrated, there are some data tools such as score cards 

and KPIs for some of the targets. However the implementation systems and tools as related to 

knowledge management, hard incentivizing tools as well as collaboration motivating tools are 

generally lacking. This makes a void in sustainability implementation on the ground. Deep hierarchical 

structures (i.e. in BA Nuclear - 8 levels) also prevent organizational alignment, seamless 

communication and knowledge share, especially that the existing communication channels, as noted 

by interviewees, are insufficient or not used by the majority (i.e. intranet site "Connect us"). There is 

incoherence and a lack of systematic frameworks of sustainability strategy implementation and 

embedding both at the corporate and BA levels, as also reflected by the interviewees:  

"There is no formal procedure so far. Targets are set, approaches to achieve targets are 

discussed with business units. No targets for other sustainability work, not sure what to do with 

them" (M9). 

"Sustainability is integrated, thus it is everyone's job, every business unit has to implement 

sustainability targets. Sustainability team is here to guide, but not do the job for them"(S2). 

"No, business areas do not have sustainability implementation rules how to integrate it" (S2). 

"Rules and methods [for sustainability integration] are not important as much as culture and 

engagement. [Our credo] - be flexible and adaptive"(S2). 

"We do not talk or see to our sustainability managers, they never come as they perhaps are too 

busy. We are left on our own, but our people lack understanding what they could do [for 

sustainability]" (M5). 
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"We all share similar responsibilities and work as a team, because no one knows what we will 

have to do tomorrow, what kind fire to distinguish. We are concentrating on the hot topics" (S2). 

Due to the top-down driven formal "strategic" sustainability and rigid culture (see next section), a 

smooth operational integration of sustainability has not yet been formed. The company is using the 

tools from all stages, with clear dominance of soft tools indicating the early stage of CS. However 

there is a huge gap in implementation due to lack of understanding about implementation tools 

among sustainability managers, lack of resources (financial and human) and lack of coherent 

framework for CS embedding.  

Assessment: much more Reactive than Strategic CS. 

4.2.6. Organizational culture 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

Organisation 
culture 

Conservative, hierarchical, 
rigid; no real CS leadership 

More flat, collaborative; 
sufficient CS leadership 

Flexible, open, entrepreneurial; 
executive CS leadership 

On the sustainability journey the greatest emphasis is still on internal embedding and culture change. 

Some claim that soft company specific factors such as corporate culture are a more important 

determinant of CS success than tools (Salzmann, 2008).  In order to reach the full benefits of Strategic 

and even more so - Systemic CS in term of competitive advantage and sustainability driven innovation 

potential must develop certain structures and competencies. This is especially valid for large firms, 

which are characterised by stability, maturity and efficiency, but also by bureaucracy and inertia that 

hampers change (Tidd and Bessant, 2013). Hage (1999) argued that long-stable organizations are 

especially challenged by changes in technology and global competition: they must become more 

innovative if they are to survive, but to do so they must fundamentally change how they organize.  

Unfortunately, structures and processes in mature organizations are often not designed for 

organization-wide collaboration and problem solving. Their organizational routines limit inter-

functional interaction and inhibit integration of innovations and sustainability among other things 

(Dougherty and Hardy, 1996). Large companies are compartmentalized in their BA or BUs that operate 

in silos due to strict functionality and control, with each unit concentrating on its respective 

objectives. This compartmentalization limits the employees’ ability to understand and effectively 

participate in initiatives that transcend their departments. Salzmann (2008) discovered that even the 

most progressive energy utility companies lacked proactive attitudes due to several major barriers - 

hierarchical and top-driven corporate culture (low degree of freedom and openness), lack of effective 

communication between the units, and lack of managers’ knowledge and expertise in sustainability 

issues and opportunities.  

At Vattenfall, practically all interviewees noted that some years earlier, during better financial times, 

the organisational culture was more engaging, flexible and open, decisions were faster and company 

was more collaborating inside and outside. However now the majority of respondent described 

company's culture as "rigid and top-down", "rules are more important than people", "hierarchical and 

strong governance", and culture is driven by "external regulations and day-to-day work". An example 
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provided such as "At Vattenfall you are not even allowed to bring your own coffee machine. If you 

bring - it will be removed" might indicate little attention to staff needs and over-regulation.  

The company currently experiences stringent financial situation, and in the light of coming reduction 

of another 1,000 employees, the organisational culture even more deteriorates, as "everyone cares for 

its own place" (M7) and "mood is down"(M5). This situation may negatively affect employee work 

performance and organizational commitment, which is an important source of employees' satisfaction 

and is defined as the extent to which an individual identifies with and involves in an organization 

(O’Reilly, 1989). Organization's identity largely affects the strength of employees' identification and 

their subsequent citizenship behaviour inside the organization (Organ, et.al, 2006). Arguably, this low 

commitment mood could contribute to the situation where sustainability is basically absent at the 

bottom: "Organisational culture? - not sure it will be sustainability" (S1); "Below me, employees don't 

know much about it [sustainability] "(M9). 

Moreover, employees identity with the organisation and trust in its sustainability aspirations is 

hampered by the dual business of the company - on one hand, it positions itself as the sustainable 

energy provider and the largest wind energy producer, on the other hand - it posses environmentally 

harmful and highly CO2 emitting lignite operations. Quite a few respondents expressed opinion that if 

these assets are sold or closed, it will certainly affect the identity and moral disposition of employees: 

"the bottleneck of engagement is lignite, our major issue. I think after we sell if, criticism will go away 

and will take away the pressure" (M8). It might be true, as according to Mozes et al. (2011), if people 

get convinced that sustainability is not an "alibi action", they will identify themselves with an 

organisation and transform into "doers" rather than "watchers". The same is confirmed by Choi and 

Yu (2014) who showed that perceived CSR practices have a positive impact on the employees’ 

organizational commitment and behaviour. Thus, corporate sustainability programme, if supported by 

hard management tools (incentives, rewards), could become a meaningful subject, which could unite 

and build organisational culture, commitment and further - organisational performance. 

In agreement with Salzmann's (2008) findings, strikingly low level of collaboration was revealed, which 

corresponds to the company's organisational deep hierarchic and stiff culture. The 

compartmentalization is an inherited feature of Vattenfall, as its units and plants are spread over six 

countries. Hence creative and effective communication becomes critical for embedding sustainability 

into organisation's culture and for the nurturing culture itself. Pollach's (2015) study suggests that 

building cooperative networks for knowledge sharing and most critically - optimising communication - 

contributes to the relationship culture and speeds up the execution of CS. At Vattenfall 

communication channels are ineffective, as pointed out by the majority of respondents:  

"Strategy department explain and communicate about CS, but it is not easy to explain. More 

should be done" (M8);  

"We have 'Connect Us', but not many are using it" (M7);  

"We do a lot, but do not speak about it. We do all ourselves. The vacuum of communication [ 

is] in the middle management level" (M9).  
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This calls for the need of more prominent role of the sustainability managers in ensuring or facilitating 

corporate communication of sustainability implementation including being directly engaged in 

initiating contacts and communication between the business units for learning and exchange. 

Finally, if a long range vision for corporate sustainability is actively and consistently conveyed by 

strong (and also moral) leadership and is supported by middle management the company could 

generate significant internal enthusiasm and collaboration. Thus leadership is one of the major drivers 

not only for CS but the internal culture as a whole. As the substance of CS is very complex, it is not so 

easy to understand its meaning and potential, thus continuous education of what sustainability 

benefits are is necessary. 

Having discussed the challenges, many respondents believe that with the recent replacement of the 

CEO and the new organisation structure, the situation will change for better.  

"What we need the most is long term mental change, to drive awareness how it affects social, 

environmental performance, and how to find business opportunities"(S4). 

Though Magnus Hall, the current CEO, is not named as being the champion of CS in the organisation, 

he is still seen as more interested and more actively communicating about sustainability comparing to 

the previous CEO. The respondents expressed hope that the atmosphere and the mood will improve 

after selling the lignite operations and coming back to a good financial status, which could lead to "a 

more open, entrepreneurial and customer centric culture"(S1). 

Assessment: Reactive CS. 

4.2.7. Engagement and initiatives 

CS Aspect Reactive CS Strategic CS Systemic CS(or 
Transformational) 

Engagement, 
initiatives 

Bottom-up employee 
initiatives, short lived, not 
connected across 
organisation or to business 
case 

Comprehensive and broad 
bottom up & top-down 
supported initiatives, guided 
by CS strategy and business 
case 

Fluent top-down management 
harmonised with long-term, 
well supported cross-functional 
programmes 

As was already discussed, the most significant determinants of CS integration success in the company 

are corporate culture supported by relevant management tools. The corporate initiatives are by the 

majority of companies seen as an engine of CS implementation and contributing to culture and 

commitment. The company's support for employee volunteerism for CS is thus one of the most 

frequently used measure to build on company's public image and legitimacy (Porter and Kramer, 

2006). It is proven that CSR practices are helpful in improving both employees' loyalty and 

organizational performance (Choi and Yu, 2014). Thus, it is wise to involve the employees more 

actively in practicing CS, incentivize and reward them to induce their citizenship behaviours. However, 

the laggard companies in particular lack motivation, resources and systems for their social and 

environmental initiatives (Salzmann, 2008). The Vattenfall respondents supported this statement:  

"Engagement barriers are culture, lack of ideas and lack of discussion between business areas. 

Not clear how to formalize such communication" (S2). 
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Regardless how socially attractive and impressive short term 'shiny' CSR initiatives are they do little to 

sustain the company's long term value for sustainability. It is obvious that sustainability strategies and 

projects that exhibit elusive justification becomes vulnerable to cutbacks in times of increased 

financial pressure or changes in leadership (Salzmann, 2008). The history of Vattenfall's sustainability 

initiatives only confirms this. As informed by interviewees and found in the secondary data sources, 

there used to be numerous activities, the majority of them were implemented earlier and in other 

countries, with only a few cases in Sweden: 

"There is a sustainability fund in Germany. They support schools, sport events, nature 

protection, local artists and exhibitions. Nuon sustainability initiatives are more active, for 

example, trips for disabled people, reading books for children. In the North of Sweden - 

protecting rare species" (S2).  

At the corporate level we collect money for Nepal, where Vattenfall adds 100% on what has 

been donated; did the same for Ebola and Haiti" (S4).  

The majority of initiatives were/are not related to Vattenfall's core business (with few exceptions, 

such as energy efficiency initiatives). They were short lived or incremental and initiated by employees 

themselves, however not rolled out across the organization. 

The researchers emphasize that CS engagement activities must be strategically managed and support 

the business case (Schaltegger et al., 2012) As it was highlighted in the literature review section, 

corporate volunteerism is supposed to be built on company's business logic and create shared value. 

Thus when initiating a CS programme or project, managers should first identify a causal link between a 

social or environmental initiative and their potential for financial or at least non-financial positive 

impact on the company. Unfortunately, even apparently very useful initiatives that are rooted in the 

business case sometimes are not able to survive a harsh financial crisis, as experience of Vattenfall's 

Sustainable Cities programme show.  

"Vattenfall's Sustainable Cities initiative reviews entire energy systems and offers total 

overview of a city's energy use. Working with public officials, NGOs and businesses, we develop 

action plans based on each city's specific needs. Our most valuable contribution is the 

knowledge we share to make cities, consumers and companies more energy conscious" 

(Vattenfall website). 

The Sustainable Cities programme, according to respondents, was fairly successful. The programme 

was complex and regionally spread. It was proactive and involved many partners as it "went beyond 

[Vattenfall's] own capabilities". This initiative "was serving as a little test platform for new business 

models" (M5). The company built its visibility and trust, and learned that partnering is important for 

sharing and developing dynamic competencies. "Vattenfall was challenged, but also learned a lot 

about the new needs of the market and the partners" (M5). Unfortunately, the programme was 

divided in 2013 due to crisis, and the gained "knowledge was gone". The author was not able to assess 

the other reasons why the business case related and the innovative sustainability programme has 

been closed. 

Strategic voluntary engagement differs from simple philanthropic community initiatives and could be 

a valuable source of creativity, innovative thinking, engagement and external collaboration. However 

they need to be strategically planned and provided with resources. At Vattenfall there is no specific 
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corporate fund allocated for CS implementation, as apparently at the moment there is no corporate 

sustainability programme as such. BAs are expected to come up with such programmes or initiatives 

themselves, but due to lack of knowledge and initiative as well as due to the harsh financial situation, 

those are being stagnated. Still Sustainability Team believes that CS implementation is entirely a 

responsibility of BAs:  

"Intention is that business areas are fully responsible for CS implementation]" (S2). "It's up to 

them [BA managers] how to spread the message about sustainability. It's their responsibility" 

(S3). "Sustainability Team does not give direction, but share good examples" (S2). 

Sustainability is business led, thus business areas must take an initiative and responsibility [for 

it]. The sustainability team will guide" (S1).  

This type of management creates huge barriers towards the participative creation of value, blocks 

intrapreneurship and demotivates co-workers. If a company really aspires to involve employees, it 

needs to create the basic conditions such as the right environment, the supporting organizational 

structural design and the dialogue platform to do so (O’Reilly, 1989). 

Hypothetically, in case Vattenfall employees would desire to launch an initiative, they would need to 

organize everything themselves, starting from finding partners, funds, colleagues, time, etc. First they 

would need to approach their manager, prove the feasibility and go through a lengthy procedure of 

obtaining money. According to the interviewees, it can take a year to get required funds at the 

corporate level. The bureaucracy is strong. Not surprisingly, in such a situation, when having overall 

inflexible and non-collaborative culture, no clear direction (i.e. sustainability strategy or programme), 

low understanding of line managers about CS (advanced) benefits and no engagement support 

systems, employees are not getting personally involved in sustainability implementation. The fact that 

only few respondents could name some (past) initiatives, confirms the finding. Thus all these factors 

are equally important if a company wants to activate engagement. Most importantly, the CEO 

leadership is critical for building culture and sustainability action in the company. Effective corporate 

communication is the main transmitting and connecting factor. 

Finally, if sustainability is to be used for reaching its full potential - the competitive advantage while 

contributing to common good (i.e. alleviating climate change), it is inseparable from innovation 

management, creativity and entrepreneurial climate. The aim of advanced CS is to include 

environment and society in strategic decisions and to open up an innovation potential. As noted by 

many scholars (e.g. Fussler, 1996; Hockerts et al., 2008) sustainability can become part of a firm’s 

value proposition and can create future market space, if it is systematically integrated into its 

innovation processes and business case. The holistic penetration of CS enables new business models 

and leads the company’s innovation capacity. Therefore the author presumes: 

 

 

It could be concluded by one respondent: "Participation is good for fostering drive and understanding 

[about sustainability] if the company supports" (M6). Some of Vattenfall BAs (i.e. Customer solutions) 

are well positioned to offer employee engagement platforms for sustainability driven innovation and 

co-creation with their customers and partners. Starting with one BA, by establishing an exemplary 

Engagement = Communication + Co-creation 
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support system though addressing the above mentioned factors, Vattenfall could break through the 

ice  of culture barriers and showing  the way to other BAs, again - if well supported by the corporate 

executives and sustainability team. 

Assessment: Reactive CS. 

4.2.8. Assessment summary 

The stage of the corporate sustainability integration at Vattenfall is assessed as being Reactive. 

Provisionally, if to assign degrees inside the each stage, it could be called a Strong (+8) Reactive and 

moving towards (yet weak) Strategic CS (Table 5).  

The study findings were based on the three-stage CS evolutionary model, which has been constructed 

by the author based on extensive literature review and other similar models, and adapted for large 

companies. The aim of the model is to aid sustainability practitioners with a simple tool that helps to 

structurally assess the situation in a company, understand weaknesses and have a guiding vision 

forward. As noted in 'Limitations' section, some of the CS aspects were not assessed in the case study 

due to the lack of information and limited scope of this thesis. 

Table 5. Summary of CS integration at Vattenfall. 

CS Aspect Reactive CS Strategic CS 

 --10                      0                   +10           -10                   0                     +10 

Goal, Credo, Scope   +   
Value divers  +   
Business case             +   
Strategy integration             +  
Operational integration     +   
Organisation culture                  +    
Engagement, initiatives   +   

 

Below is provided a short summary of assessment conclusions for each CS aspect at Vattenfall: 

 The goals of the company are to sustain shareholder value by increasingly applying credo 

"rethinking business" in order to adapt to the growing energy market transformation. 

However currently the sustainability scope is still rather marginal in terms of profits gained.  

 The major drivers for CS are reactive ones: risk and cost reduction, compliance and legitimacy. 

Licence to operate and reputation become increasingly important drivers due to rising 

concerns over climate change and supply chain expansion into developing countries. 

 The business case for sustainability is partly implemented peripherally. Sustainability though 

grew up the project and trial phase and forms a core of the two business areas, is still 

financially rather secondary to the Vattenfall's overall business case. 

 The CS strategic integration is not fully achieved. The company statement that CS is 

integrated into the business strategy is supported by partly aligned strategic objectives and 

established formal structures. However they are not yet fully exploited and not backed by  a 

distinct CS strategy. 
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 The operational integration is far from complete due to the lack of formal CS management 

tools and systems, particularly knowledge management, hard management and coordinating 

tools. It is not yet obvious if and how sustainability is going to be incorporated consistently 

throughout the company.  

 The organisational culture is hierarchical and top-driven characterised by low level of 

collaboration, communication and flexibility. Due to the stringent financial situation and dual 

business of the company the pessimism and mistrust in sustainability attempts worsens the 

situation.  

 The employee engagement is currently low and initiatives were short lived and not 

connected across organisation or to the business case, except the Sustainable Cities 

programme. There is no corporate system or tools supporting engagement into sustainability 

driven innovations and cross-disciplinary collaboration on a systematic basis. 

To sum up, corporate sustainability is a rather formal and reactive endeavour at Vattenfall. It 

represents a case of the large industrial conservative company, which is making an effort to adapt to 

changing socio-technological shifts in the industry and thus confronting numerous challenges: 

organisational, structural, financial, regulatory and political. As a result, the company's approach to 

corporate sustainability is also in transition from being reactive to more strategic. This finding is 

supported by quite strong formal strategic sustainability integration into the company's core strategy 

and partly decision making (though still with low materiality attached), but characterised by very 

much lagging operational integration and rigid organisational culture, which all together results in low 

engagement and cross-disciplinary collaboration. This gap between strategic and operation 

integration suggests the direction of further actions towards sustainability integration. 

4.3. Recommendations: Further steps forward 

This section provides general recommendations for Vattenfall on how to overcome the challenges 

indicated in the analysis in order to increase the CS integration and its long-term impact on company's 

competitiveness and shared value creation. 

Value drivers and business case 

1. Advisable to formulate Vattenfall’s Mission statement with sustainability aspirations included as it 

indicates the company’s commitment and inspires others to pursue sustainability (Martinuzzi and 

Krumay, 2013). The Mission statement is very important for aligning sustainability (strategy) and this 

in turn is imperative for corporate culture and attracting the best people for long term company's 

performance. 

2.  Progress still needs to be made on convincing everybody of the value of sustainability. To achieve 

this Vattenfall should rethink and better balance its value drivers by positioning sustainability as an 

opportunity and a drive for innovation. 

3. Current demands for CS from stakeholders are increasing thus they soon will not be satisfied by 

incremental improvements to corporate activities, which leads to the need for a  stronger business 

case for  exploiting strategic opportunities rather than management of operational risks.  
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4. Because regulators play a dominant role in dictating utilities’ business models, a close dialogue and 

negotiations with the owner (the State) is necessary in order to lobby for structural change and 

sustainable social choices in energy systems (Smith and Stirling, 2010).  

5. Due to the rapid rise of distributed energy sources and smart technologies Vallenfall should treat 

new customer demands as a vital way to capture this shifting of value before the others do (BCG, 

2015). A heavy focus on the customer backed by sustainability drivers for RES and energy efficiency 

can frame the main new value proposition of Vattenfall.  

SC strategy integration 

Advisable to develop, in a participatory way, a distinct and well targeted CS strategy. Considering the 

many disparate drivers of CSR within a company, "it is naïve to expect a company to somehow weave 

all this together and incorporate it as part of business strategy. Its components will in some cases 

support the core strategy and in others - may appear adjacent or discretionary" (Rangan et al., 2012, 

p.4). The CS Strategy should answer: not where should we go, but who should we be? What makes us 

great? The CS strategy will serve as a clear guidance on what, how, who, and when to implement CS 

actions. Specific objectives however must be in place dependent upon internal and external pressures 

impacting on individual BAs. It is critical for building knowledge and trust of employees and 

stakeholders in seriousness of Vattenfall commitment to strategic CS rather than fire fighting and 

sporadic CS activities. (Schaltegger, 2012).  

CS Operational integration 

1. Create a framework for sustainability data collection at the corporate level with the developed 

system of aggregated indicators from all BAs. No need to fear that some indicators will not be 

applicable to all BAs, but they should be grouped according to the impact areas. In addition, the 

monitoring system (hard and soft) should gradually include all indicators. Important environmental 

indicators such as waste and water should be monitored at high level as well. 

2. Strongly recommended to develop and consistently apply hard management tools such as reward 

and punishment systems, inclusion of sustainability performance or initiative job descriptions and 

performance evaluations, as supported by a knowledge management system for sustainability (i.e. 

mandatory training on basics of sustainability as related to the relevant BA field). 

3. Strengthen capacities, including human resources, of sustainability managers and their proactive 

role as CS ambassadors, trainers, strategy supervisors. The sustainability managers however should be 

engaged directly in initiating contacts and communication between the business units and direct on 

how to implement CS (strategy). At this stage of CS, it is recommended to hire a professional 

sustainability manager(s) at least for those BAs that have high potential for sustainability initiatives 

and innovation (i.e. Customers & Solutions), but lack local sustainability champions (see 

'Engagement'). In case the Sustainability and Environment Team remain in parallel, ensure stronger 

operational and monitoring data coordination via IT channels. 

4. Facilitate sustainability learning and awareness tools and cross-business channels. The Competence 

Centre for Sustainability Due Diligence could be utilised for that.  
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5. Cross-business (and cross-functional) and structures (i.e. cross-BA project teams and coordination 

committees at the BAs, active 'Connect Us' or similar) are necessary for consensus building, 

collaboration, and decision making on sustainability issues. The best is to start with the top-level 

managers across BA/BUs. This will further facilitate system competence building on sustainability and 

innovation. 

Organizational culture 

1. Having large hierarchical-functional organisation is not realistic to suddenly change its culture, 

which is very dependent on its structure. Still, it is recommended to start the process of developing a 

more organic organisational structure to stimulate innovation, collaboration and learning culture.  

2. For those involved in the energy business, the speed of change requires more proactive efforts to 

innovate and adapt (Schleicher-Tappeser, 2012). Increasing awareness of the change may therefore 

accelerate the change itself (Schleicher-Tappeser, 2012). Building cooperative networks beyond 

structural borders for knowledge sharing and most critically - optimising communication contributes 

to a relationship culture and speeds up the execution of CSR. To start with, a corporate sustainability 

programme might be useful, if supported by CEO and hard management tools (incentives, rewards). It 

could become a meaningful subject, which would build organisational culture and commitment. 

Apparently, the intention of selling/closing lignite operations will be good for building the 

organisational culture. 

3. It is important that a long range vision for corporate sustainability is actively and consistently 

conveyed by the leadership of the CEO and other top managers and is supported by middle 

management. Transformational leaders inspire teams to commit to a shared vision challenging them 

to be creative and innovative, at the same time - supports flexibility and initiative.  

4. Leadership alone is not enough. A suitable model of management should be adapted to the 

company's situation. As Wells and McLean (2013) advice, the liner strategic management model in 

ambidextrous organisations should be replaced by more dynamic management that ensure 

organisational change, for example, “One Way Forward” management model consisting of four 

components: envisioning, core messages (values), indicators of progress, and experimentation. 

Intrapreneurship, where security regulations allow, should be highly encouraged. 

Engagement and initiatives 

1. Vattenfall is recommended either to build their proactive sustainability champions by creating a 

rewards systems and developing their knowledge and motivation, or by hiring additional professional 

and proactive sustainability staff in BAs. In both cases, these champions should be charged with tasks 

to establish innovative engagement support systems and programmes adapted to their business 

areas. They should also be the key persons for organising implementation together with employees, 

facilitating creativity through various measures and IT tools, training their BA middle level managers 

and educating employees. These champions should have access to yearly allocated appropriate 

financial funds and have decision making and representation responsibilities. Most importantly, such 

staff should not act in silos, but serve as mediators and moderators among employees of all levels, 

professions, and among business areas, this way facilitating cross-unit and cross-disciplinary 

coordination for building internal innovation potential and learning. 
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2. Building awareness and knowledge is a primary task. This is a long-term and work-intensive task if 

one plans to achieve a real result. The most efficient way is to start from the corporate HQ and top- 

managers (Salzmann, 2008). The best result is achieved when awareness and training events are 

creatively merged with corporate culture building and involvement, for example: outside trips; 

meetings with students, NGOs, other companies and interest groups; innovation idea generation; 

technology scouting; video-conferencing across business, etc. 

3. Sustainability driven initiatives must be based on sound business cases and support the company's 

long term value for sustainability. Usually, the organisation of collaborative initiatives with outside 

partners and stakeholders requires substantial time and human resources. Thus all major 

sustainability initiatives should undergo quantification for justifying their value and necessary 

resources (Schaltegger et al., 2012). Strategically direct all initiatives and provide with resources. It 

does not mean that an initiative is stringently planned top-down and employees are deprived from 

initiative. On the contrary, by providing strategic direction, employees have a clear understanding in 

which direction to think and innovate, and that this direction is supported financially. Initiative may 

and should come from both: corporate and local levels. 

4. Business logic and the currently shifting energy industry and market dictates that Vattenfall should 

either restart the Sustainable Cities programme or develop a similar corporate volunteering 

programme by addressing these important success factors as advised by Wenzel (2010): (i) 

volunteering is done bottom-up, (ii) supported by top management, (iii) fits the business and CS 

strategies, (iv) is in line with core competencies, (v) professionally designed, (vi) is long term and result 

oriented. In Vattenfall's case, it would be also important to maintain and position it at corporate level 

with close guidance and support provided locally. It is useful to maintain records of skills of employees 

interested in volunteering and have a platform for connecting them. 

5. CSR practices are advantageous in improving both employees’ loyalty and organizational 

performance. However the company should incenticize them via financial and HR means (including 

agreement of working hours), but also via intangible rewards - there are many innovative ways to do 

that. It is important to celebrate successful initiatives, visually feature them (pictures, videos, not 

text!) on the company’s website, intranet, within and across business units, and other creative and 

interactive messaging and posting, utilising current IT technologies, for instilling creativity and 

entrepreneurial climate. 

6. Particularly encourage initiatives that involve various stakeholders. Working with others in solving 

complex sustainability issues related to Vattenfall's business case will improve both: the skills of 

employees and the credibility. Employ a collaborative idea management system: (i) soliciting ideas, (ii) 

empowering employees to work collaboratively to define better solutions for a given problem, and (iii) 

managing and communicating the progression of the ideas through the full cycle of the idea journey 

up to implementation. The collaborative idea management is a systematic approach that enables an 

organization. The best is to start in one of the BAs, grow it and roll it out as a living example. 

Critical CS integration actions time-wise: 

1. Visioning and positioning sustainability value for innovation and competitiveness supported 

by the top-level leadership; 

2. Organisational culture: collaborative structures and communication channels; 
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3. Strengthening capacities of the sustainability team and sustainability champions; 

4. Knowledge and awareness, starting with top-level managers; 

5. Hard management (incentivising) tools officially approved across the company; 

6. Exemplary sustainability-innovation voluntary programme embedded in the business case in 

one of the BA’s to start with; 

7. Corporate CS Strategy; 

8. Other recommended actions. 

In this chapter earlier developed CS embedding framework and in particular - the three-stage 

assessment model has been utilised for the empirical research of the CS implementation at the case 

company Vattenfall. The analysis was based on primary and secondary data and thoroughly backed by 

literature sources to arrive at well informed and less biased findings. The recommendations reflect the 

situation at the Vattenfall, however other large established and rather conservative companies in 

terms of management and structures will find the general recommendations well applicable as well. 

5. Conclusions 

The main purpose of this study has been to assess the level and the process of CS integration in large 

industrial companies by applying the three-stage model of CS. Specifically, the focus has been on 

identification and analysis of the aspects of CS that are critical for ensuring CS mebedding success and 

that contribute to the competitiveness of the company while delivering societal and environmental 

value. 

The rationale is the problem of CS being often seen as means for risk and cost alleviation or building 

reputation at best, rather than revolutionary actions that contribute to global commons and 

transform business models (Fleming and Jones, 2013). Companies face huge challenges in exploiting 

the full potential of CS benefits due to the lack of systemic understanding on where they are what to 

do next in order to better embed sustainability. The definition of CS used in the study is referred to 

Porter and Kramer (2011) and EC (COM (2011) 681 final). 

Firstly, from the literature review, different CS concepts were reviewed and major aspects that are 

critical for integrating CS into the company were identified. On the basis of reviewed literature, the CS 

embedding framework and the three-stage evolutionary CS model was developed that took into 

account necessary aspects. The model aims to provide simple and condensed information assisting 

sustainability practitioners to understand the level of CS integration in their company, and so 

answering the first sub-question. 

Secondly, the model was applied to the empirical case study of Vattenfall, the sixth largest energy 

utility company in Europe, to assess the stage of CS embedding against the set of CS aspects indicated 

in the model, and to draw main recommendations for embedding CS more effectively so that the 

company could adapt to the shifting energy market and respond to the climate change threats. 

The result reveals that CS at Vattenfall is in transition between Reactive and Strategic CS, and reflects 

the overall market situation in terms of socio-technological shift towards renewables and more 

decentralised energy production (Geels, 2005; Schleicher-Tappeser, 2012). This finding is supported 

by evidence of quite strong formal strategic sustainability integration into the company's core strategy 
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and partly into decision making (though still with low sustainability related revenues), but 

characterised by a very much lagging operational integration and rigid organisational culture, which 

together result in low engagement and minimal cross-disciplinary collaboration. This misalignment of 

CS implementation resulted in a wide gap between the top-driven strategic CS placement and bottom-

driven CS implementation. This way the second research sub-question has been answered. 

Finally, the findings led to a set of the most important strategic recommendations on how to advance 

CS embedding and move towards Strategic CS stage, answering the third research sub-question. The 

major recommended activity is the formulation of a distinct CS strategy with clear objectives, which 

not only would provide structured direction, but also would build trust and convince employees and 

stakeholders about the seriousness of Vattenfall’s commitment to strategic CS rather than fire fighting 

and sporadic CS activities. Building CS knowledge, cross-functional structures and hard management 

tools along with - most importantly - organisational culture and employee engagement into CS - are 

the major recommended activities. Embedded sustainability is the long term solution for getting out 

from the troubled situation the company is now. 

The research has contributed by partially filling the knowledge gap of understanding how CS 

embedding works, what are its major decisive aspects, challenges and opportunities it provides. The 

research has applied holistic approach in analysing CS embedding from the point of view of 

innovation, strategic and operational integration and organisational culture. It resulted in the new CS 

embedding framework and the CS three-stage model that could be used in empirical research as well 

as applied practically by companies themselves. Such systematic approach has not yet been utilised 

for the empirical case study in defining the CS embedding stage. 

Managerial implications 

In its Communication (COM (2014) 263 final) EU emphasise the role of private sector in the 

transformation towards an inclusive green economy through innovation and investment in low-carbon 

and resource-efficient solutions. The world business leaders increasingly embrace the idea that the 

viability of their businesses depends on solving the Earth’s most pressing societal and environmental 

issues (Klein, 2014). Systemic CS thus should be faster embraced by all large companies first of all, as 

these entities have the largest impact and sufficient resources to start and continue the process. 

Literature analysis demonstrated that the large established companies will enjoy full benefit of CS and 

greater shared value if they closely integrate CS into their strategies, business cases and operations, 

and most importantly - if they develop more organic organisational structures to stimulate open 

innovation, collaboration and learning culture, which in turn contributes to creativity and motivation 

of employees to engage in the cause for sustainability. 

The analysis and recommendations developed for the case company Vattenfall in fact are not unique. 

As Salzmann (2008) demonstrated by his extensive research outcomes, all power companies, including 

utility companies are facing similar drivers and barriers while implementing CS. Therefore, the 

recommendations could be used for learning and practice sharing among similar power companies, 

and even be extended to all established conservative large companies that struggle with similar CS 

implementation factors due to their strong hierarchical structure, stiff organisational culture, low 

employee engagement, but most importantly that are willing or are in need to proactively adapt to 

new social and global pressures while increasing their competitiveness. 
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To conclude, it is worth noting that the most advanced CS stage - Systemic - may be difficult to reach 

at the state owned energy companies. The business environment of the energy sector is largely 

characterized by rising awareness of shareholders and customers as also backed by global issues of 

climate change and socio-technological shifts. This in the future will push energy companies towards a 

more radical business case transformation rather than the more responsible interpretation of 

“business as usual.” However, in the highly state regulated energy utility companies it is unrealistic to 

expect that the company will fully turn into the green energy provider in the medium term, 

considering the struggle of World and EU policy makers regarding climate policy targets and emission 

trading systems. Moreover, the energy industry shift is not yet over and there are still considerable 

obstacles as related to technical, financial and institutional factors (Geels, 2005). Thus, in terms of 

theoretical CS evolutionary stages, the state owned energy companies may require longer period of 

time to reach the Systemic CS level, where innovation-driven sustainability transforms the business 

models and where a company substantially benefits from sustainability-driven culture and 

innovations. 

Limitations 

The generalizability of this study is considered medium. There is no "one size fits all" solution due to 

CS complexity. The challenges facing let's say the mining industry, a state owned utility company, 

insurance or ITC company are very different. The core CS concepts and major CS aspects of CS 

integration however are similar, meaning that the generated three-stage CS model with indicated CS 

integration aspects could be used by any large company. However the lessons learned from the 

Vattenfall case are only transferable to either state owned large conservative organisations or similar 

energy utility companies, as Salzmann (2008) has demonstrated the similarity of CS drivers, barriers 

and management systems in the large power and energy utility companies worldwide. 

Further research 

The implementation of the study led to a few suggestions for further research. As it has been 

repeatedly noted, CS is still an evolving concept, thus further research has vast possibilities. In line 

with the findings of this paper, it would be useful to further refine the CS stage model by developing a 

system of SMART indicators that in turn could be used for supporting the monitoring process of CS 

integration within the companies. The international CS/CSR reporting tools (i.e. GRI, UN Global 

Compact, various sustainability indexes) are not fully applicable for this purpose, because they (i) are 

aimed at gaining external transparency or financial capital, (ii) are not covering required the set of CS 

aspects that are more important internally, rather than externally.  

Further, an in depth empirical analysis on applicability of such a set different sets of indicators could 

be adapted to a number of major sectors or industries, for example, manufacturing, financial, services, 

education, etc. This would help in defining the variations of such indicators and so foster practical 

applicability and utilisation. Having harmonised indicator system of CS integration would enable 

researches and indexing organisations to compare companies within the industries and facilitate more 

structured learning and share of best practices. In addition, an in depth empirical analysis on 

applicability of such set of indicators by defining operational and managements structures would be 

necessary to make the monitoring system of CS integration fully operational.  
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Annex - Interview Questionnaire 

A. Pressures  and  value  drivers   
 

A0 Is Env. policy/instructions part of Corporate Sustainability (CS), and is CS Team covering all Env 
management/accountability? 

A01 How CS is integrated in plans and strategies at VTF? 

A1 What are main actual and emerging sustainability issues in your company and how would 

you rank them according to their significance when building a CS?  

 A1.1 How - What processes/tools VTF used in identifying most relevant sustainability 
issues? 

A2 Could you assess the relative significance of stakeholders (NGOs Customer Competitors in 
transmitting the sustainability issues mentioned above? Who are the most influential? 

A3 Name the value drivers for the CS in your company and rank them according to their 
importance. Elaborate on the rationale behind and evidence for your choice. Was difficult to 
identify them? 

1. Licence to operate 
2. Cost savings 
3. Legal compliance 
4. Brand value and reputation enhancement 
5. Attraction of human and intellectual capital 
6. Risk mitigation 
7. Better quality of operations 
8. Leads to innovation 
9. Leads to new markets 
10. Others 

A3.1.  Are value drivers likely to change in the future? Elaborate on how and why they may 
change.  

A4 Do you think the current CP policy has a good fit between the sustainability issues and value 
drivers identified? Strengths and weaknesses (strategic fit)?  

A5 Who in your company (e.g. the sustainability officer, a committee, working group, etc.) builds 
the Business Case for CS (issues - value drivers - strategy)? Where external stakeholders 
involved?  

A7 What is the role or influence of VTF owner on directing sustainability policy at the company? 

A8 How much defining CS policy and focus areas depend on political will and industry trends? Do 
you feel these are connected? 

B. CS Policy 
ONLY to Sustainability Team. 

B1 What is the yearly budget allocation for implementing CS and for what particular? How fast is 

the budget allocation process if a new opportunity/initiative arises?  

B2 Which one CS area is the single most important for VTF in 2015? 

1. Embedding sustainability in operations 

2. Sustainable Innovation  

3. Culture of Sustainability  - internal engagement 
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4. Sustainability standards for supplier  

5. Cross-industry collaboration  

6. Cross - sectoral collaboration 

7. Resource/cost savings  

8. Customer behaviour change  

9. Other - which? 

C. Organizational  approaches  

C1  What is your  particular  organizational  culture in corporate VTF and in your unit  (top down, 
1ommand and control vs. open, consensus oriented,  entrepreneurial, collaborative)? Any 
differences among between business units? 

C2  Is there a prevailing atmosphere of collectivism (sharing knowledge, collaboration) or 
individualism (clear personal goals, and individual success, competition) at VTF? Any differences 
among business units? 

C3 Are people punished for their mistakes or given an ability to learn from them? 

C4 In what particular do you see a need for improving CS knowledge and awareness of employees 
in VTF?  

C5 How is overall knowledge management organised at VTF? It is separate for each business 
area/unit or unified at the corporate level?  

C6 How do you think employers accept the dual impact VTF has on environment considering 
conventional energy production and RES? 

C7 How you assess the engagement/participation of VTF employees in CS implementation (in 
inside and outside CS initiatives)?  Are there employee run voluntary projects or initiatives 
together with stakeholders outside the company walls? 

C8 What are the barriers for employees' active engagement in the CS activities or initiatives?  

 C8.1 Are there established procedures (i.e., idea promotion, application development, 
funding availed, reward schemes, etc.) to support their voluntary participation? 

G9 How would you assess the flexibility of decision making (i.e. ability to adapt fast to changes)?  

D. Embedding factors 

D1  Who do you see as the main leader in promoting the CS at VTF?   

D1.1 Could you treat the former CEO/Board (up to 3 years back) as leaders for pushing CS 
agenda in the company? 

D1.2 Could you treat the current CEO/Board as leaders for pushing CS agenda in the company? 
Why? 

D2 Does business area/unit Top manager and operational line managers support the CS 
implementation? What is their general attitude and responsibility towards CS?  

 D2.1 Is CS implementation written in their job description or requirements, or they do that 
voluntarily, based on their own initiative? 

 D2.2 Does Sustainability Head/Manager have a power to impose CS activity on operational 
line manager? 

D3 Could you give me any examples of how CS is integrated in the operations of the procurement, 
marketing, communications, R & D, HR, legal, strategy, Operating segments, production?  
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D4 How do units monitor and report on CS results? 

E. CS tools  
ONLY to Sustainability Team, but not Head.  

E1 Which of the CS tools are used at VTF? What tools were effective and why?  

E2  How is data for CS monitoring being collected at VTF?  

E3  Describe the tools (training, KPIs, CEO speeches, communication, publications, competitions, 
initiatives, rewards, external projects, etc.) used in your company to drive (motivate) the CS 
through the organization?  

F. Communication and collaboration 

F1 Does VTF encourage collaboration between the business units/function/employees? Which 
channels used? Effectiveness? 

F2 Is there any Collaboration Strategy (policy) at VTF to encourage cooperation between VTF and 
stakeholders? Which stakeholders?  Which partnerships and results you could identify? 

F3 What are communication channels and processes with external stakeholders? Are they united 
or decentralised? 

F4 Do you see value in collaborating with non-governmental/not-for-profit society organisations 
(NGOs) in CS implementation? 

G. Corporate Strategy and Development   

G1 Does VTF influence the national or EU policy making and regulations regarding energy 
production and distribution? In which way? Any examples? 

G2 Does VTF CS affect its value (supply) chain? How? 

G3 How do you think VTF compares to other energy sector companies regarding its CS policy and 
implementation? Elaborate on your company’s strengths and weaknesses.  

G4 What is your corporate identity? How does it influence the CS?  

G5 What is (to your opinion) the level of VTF in risk (or uncertainty) acceptance?  

G6 Does VTF generate economic value by means of improving environmental and social 
performance?  

G7 Does sustainability drive savings for your business? 

G8 Does CS policy serves as guidance for new business models development? 

H. Innovations  

H1 Are there at VTF staff with functions (or system) to encourage initiative, innovative thinking of 
employee and engagement in innovative experimental projects, especially in open or 
explorative innovations?  

H2 Are you aware of any bottom-up experimental projects as organised by teams of employees? 

H3 Are there any tools used for employee innovation management (outside R&D) at VTF or 
separate business units/areas? 

H4 In which way the new business models or innovative experiments are being planned? Does the 
process involve external stakeholders, customer groups, associations etc? 

H5 Does environmental or social problem serve as a source for business innovation so that to 
provide solution to that problem? 
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I. Customer Solutions/Smart Grid/Sustainable Cities 

ONLY to general managers, selectively. 

I1 Cooperation among those units/initiatives 

I2 Collaboration with NGOs/, customers, municipalities, prosumers 

I3 What kind of business model to apply to encourage solar and be beneficial for VTF? 

I4 If you given full freedom, how would you start innovative-collaborative Smart Sustainable Cities 

initiative? 

I5 What barriers should be removed for that? 

J. Wrap up  

J1 Where do you see potential for improvement in CS policy implementation in VTF and your 
business function/unit?  

J2 Do you see a need for a separate sustainability fund to be established at VTF or your business 
unit, which could support ad-hock or planned internal and external sustainability engagement 
initiatives or projects, awareness and knowledge?  

J3 If you where in a position, how would you ensure engagement of employees into CS 
implementation? 


