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Organizing Sustainable
Development

The role and meaning of sustainable development have been recognized in the
scientific literature for decades. However, there has recently been a dynamic
increase in interest in the subject, which results in numerous, in-depth scientific
research and publications with an interdisciplinary dimension. This edited
volume is a compendium of theoretical knowledge on sustainable development.
The context analysed in the publication includes a multi-level and multi-aspect
analysis starting from the historical and legal conditions, through elements of the
macro level and the micro level, inside the organization.

Organizing Sustainable Development offers a systematic and comprehensive
theoretical analysis of sustainable development supplemented with practical
examples, which will allow obtaining comprehensive knowledge about the
meaning and its multi-context application in practice. It shows the latest state of
knowledge on the topic and will be of interest to students at an advanced level,
academics and reflective practitioners in the fields of sustainable development,
management studies, organizational studies and corporate social responsibility.

Aneta Kuzniarska is an assistant professor in the Department of Strategic
Management at Jagiellonian University, Poland.

Karolina Mania is an assistant professor in the Department of Strategic
Management at Jagiellonian University, Poland.

Monika Jedynak is an assistant professor in the Department of Strategic
Management at Jagiellonian University, Poland.
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Introduction

Sustainable development is one in which the needs of the present generation
are met while considering the needs of future generations. The concept has be-
come increasingly important in recent decades as economic development has
accelerated dramatically, leading to ecological imbalances. The philosophy also
extends to newer and newer areas of the organization’s functioning.

Calls for a change in the approach to economic development appeared as
early as 1979 with the Report of the World Commission on Environment and
Development: Our Common Future. The coherence of three key elements is
necessary for sustainable development: economic growth, social inclusion, and
environmental protection. They are interconnected and crucial to the well-being
of individuals and societies. A better balance between the mentioned elements
is to be ensured by the Sustainable Development Goals (SDGs) set out in the
United Nations 2030 Agenda for Sustainable Development. They constitute a
step forward in the development of the concept and eliminate some systemic
barriers to sustainable development.

Sustainable development focuses not only on the environmental dimension.
Its task is to meet challenges such as social inequalities, decent working and
pay conditions, meeting basic human needs, and peace and justice. In a broader
sense, it requires going beyond purely economic issues and considering both:
fair working conditions and environmentally friendly production.

Sustainability is now an important challenge for companies. Since organiza-
tions have a significant impact on economic, social, and environmental issues,
the implementation of sustainable development should include cooperation with
stakeholders. As such, they face the challenge of developing new ways to create
value for and with stakeholders and new ways to implement technical and socio-
ecological changes. Changes in business models are fundamental in the context
of implementing innovations for sustainable development.

Increasing emphasis on the activities of business entities for sustainable de-
velopment and the need to inform about the effects of these activities is reflected
in non-financial reporting. Various stakeholders, including investors, assess the
long-term development potential of enterprises by analyzing this information.

DOI: 10.4324/9781003379409-1
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However, there is no standard specifying how to report — these can be short de-
scriptions included in annual management reports or extensive, separate reports
presenting very detailed data. Unfortunately, a reliable assessment of this infor-
mation and its comparison between individual entities, even within the same
industry, is very complicated. Identification of this problem leads to intensive
work on standardizing non-financial reporting.

In light of the rapid degradation of the natural environment, the claim that the
company’s goal is only to maximize profit raises serious ethical concerns. The
pursuit of profit, regardless of the consequences, harms both the environment
and human interests and is contrary to sustainable development. Despite this,
many organizations only declare the implementation of the concept and do not
implement it in everyday activities. Profit maximization often comes at the ex-
pense of customers and the environment. Such an attitude is not only unethical
but also against the principles of corporate social responsibility. Although the
pro-ecological behavior of large corporations is slightly improving, the ecologi-
cal awareness of citizens for the restoration of proper relations between nature
and the interests of humanity is not sufficient.

This monograph is an attempt at a holistic description of the approach to sus-
tainable development and its organization. It contains the characteristics of the
elements defining sustainable development and its dimensions in both theoreti-
cal and practical aspects. Presentation of the concept in a synthetic way — from a
purely definitional approach, through a historical description of its creation and
implementation, to elements characteristic of implementation in organizations —
is an undoubted value of this book. The advantage of the study is also the par-
ticipation of many authors, selected thematically adequate to the research they
conduct and their areas of interest. The authors come from various research cent-
ers in Poland and abroad, which makes the monograph present the issues of
sustainable development in a cross-sectional way.

The first chapter focuses on sustainable development in historical and defini-
tional terms. The three most important dimensions — social, economic, and environ-
mental — are discussed, which are the pillars of the concept. This section also refers
to CSR (Corporate Social Responsibility) as there is a link between these concepts.

The second chapter is a transition to the level of organization and socially and
environmentally responsible activities that enterprises should undertake. Taking
action at this level is a fundamental step toward implementing sustainable devel-
opment guidelines. The chapter describes, among others, sustainable activities in
the field of production, logistics, services, marketing, and indispensable human
participation.

The third chapter focuses on the environment of the organization. The ele-
ments influencing sustainable development described in it, such as globaliza-
tion, innovation, education, the influence of stakeholders, or multidimensional
reporting, are important aspects affecting the way of perceiving, evaluating, and
adjusting activities to market expectations.
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1 Legal and historical aspects
of sustainable development

Karolina Mania

Introduction

The role and meaning of sustainable development have been recognized in the
scientific literature for decades (Paul, 2008). However, the latter has shown a
dynamic increase in interest in the subject, which has resulted in numerous, in-
depth scientific research and publications with an interdisciplinary dimension
(Mensah, 2019).

The concept of sustainable development functions in the literature in eco-
nomic, management, social, and legal contexts (Jabareen, 2008). In this chapter,
the historical background of sustainable development will be described, show-
ing the development of the subject, while analysing the specificity of the dis-
cussed issues of multifarious nature (Borowy, 2013). Moreover, the author will
discuss the legal aspects of sustainable development in the context of interna-
tional and European Union law. The issues of human rights, environmental law,
and elements of constitutional law will be discussed, which will allow us to
understand the meaning of legal provisions and their role in shaping sustainable
development.

Sustainable development in the context of international law

Sustainable development is an economic development concept based on achiev-
ing economic goals while respecting the environment and social change (Parris,
& Kates, 2003; Imran, Alam, & Beaumont, 2014). Its focus on the three types
of capital — economic, human, and natural — allows it to be translated into many
areas of human activity. The concept centres around not only the current state of
society but also its future (Rogers, Jalal, & Boyd, 2012; Emas, 2015).

An important point in the history of the term and the development of the con-
cept itself was the establishment of the Club of Rome in 1968, which was a kind
of ‘think tank’, that is, a group of people representing the world of politics, sci-
ence, and business initiating a discussion on social responsibility at a global level
(Weizsécker, Lovins, & Lovins, 1998). In 1973, they published Limits to Growth,
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making predictions about the future of humanity in terms of a growing popula-
tion, shrinking natural resources, the catastrophic effects of industrialization pro-
cesses, and the growing problem of poverty (Dror, 2012). The authors of the study
were Donella H. Meadows, Dennis L. Meadows, Jergen Randers, and William W.
Behrens III (Meadows, Meadows, Randers, & Behrens, 2018). Despite criticism
of some of the premises contained in the book (including the postulate of zero
growth based on freezing economic growth at its then-current level), it helped to
initiate an international discussion on development issues, placing environmental
and social issues at the centre of the discussion and thus establishing the basis for
the concept of sustainable development (Colombo, 2001).

At about the same time, the term ‘sustainable development’ was officially
used for the first time at the 1972 United Nations Conference on the Environ-
ment held in Stockholm on 5-16 June 1972 linking the concept to the environ-
mental context. The leading outcome of the conference was the adoption on 16
June 1972 of a Declaration on the Human Environment called the UN Stockholm
Declaration introducing 26 principles of international environmental law. Within
this declaration, for the first time, a part of the international community, with 77
states voting in favour, declared that matters of an environmental nature should
be given due prominence (Brunnée, 2009; Pallemaerts, 2014). The Declaration
was therefore important in laying the foundations of international cooperation,
although the act itself had no binding force (Boer, 1995).

The concept of sustainable development itself was formulated in the 1980s.
Its promoters are considered to be D. Pearce, E. Barbier, A. Markandya, and R.
Tumer, emphasizing the role of the social objectives of states (Pearce, Turner, &
Turner, 1990). In parallel, its foundations can also be found in reports and publi-
cations of the Club of Rome (Pearce, & Atkinson, 1993; Pearce, Barbier, & Mar-
kandya, 2013). The history of the concept under consideration is directly linked
to a series of initiatives, mainly of the United Nations and the OECD, and to the
acts passed on various occasions relating directly or indirectly to the topic of
sustainable development. Various documents defined sustainable development
in more or less detail or specified its terminological scope (Waas, Verbruggen,
& Wright, 2010).

The 1980s led to the establishment of the World Commission on Environment
and Development (WCED) in 1983, known as the Brundtland Commission. In its
resolution 38/161 of 19 December 1983, the UN General Assembly established
a special commission to produce a report on the environment and to promote
sustainable development. The Brundtland Commission’s report Our Common
Future issued in 1987 (paragraph 27) indicated that the process of sustainable
development is based on meeting today’s needs without the risk of preventing
future generations from meeting theirs (Brundtland, 1985). Some wanted to see
a definition of sustainable development there, yet the report in question did not
in fact initiate a discussion on the definition of the concept itself, operating on a
vague explanation without describing how to achieve the declared goals.
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An important moment for the promotion of the concept was the convening by
the WCED of the Conference on Environment and Development (UNCED), also
known as the ‘Earth Summit’, held in Rio de Janeiro in 1992 and was devoted
to the environment and development. The conference drew on ideas voiced
20 years earlier at the Stockholm Conference and went beyond it, focusing on
the themes of environmental protection and simultaneous economic and social
development. The conference attracted huge public interest, bringing together
183 government delegates, including heads of states and governments. All this
helped to catch the attention of decision-makers and popularize the topic (Hens,
2005). Five documents were adopted during the Conference, of which only the
last two were binding:

Rio Declaration on Environment and Development (The Rio Declaration)'
Agenda 212

Declaration on the Principles of Forest Management®

Convention on Biological Diversity*

United Nations Framework Convention on Climate Change (UNFCCC).

(O N

The first document contained 27 principles of human conduct towards the en-
vironment, referring to the Stockholm Declaration. The need to create a global
partnership to achieve sustainable development and a higher quality of life (Prin-
ciple 8) and a series of actions by the international community (e.g., Principles 4,
5, and 9) were identified as the primary objective. Interestingly, the Declaration
did not contain a definition of sustainable development, and although it was not
legally binding, it is the basis for countries to accept the concept and procedural
rules such as the principle of environmental assessment or the right to informa-
tion (Atapattu, 2001).

The second document was referred to as Agenda 21, which is a set of rec-
ommendations to achieve sustainable development by respecting the environ-
ment, combating poverty, supporting agriculture or reducing consumption
on the eve of the 21st century (Porras, 2014).¢ This act is a development of
the principles included in the Declaration, divided into four parts, focused
on (1) the economic and social aspects of environmental protection; (2) the
protection and management of natural resources; (3) the strengthening of the
role of different social groups and organizations; and (4) the feasibility of
sustainable development.

The third document was the Declaration on the Principles of Forest Man-
agement, addressing, inter alia, forest governance issues. The fourth binding
document was The Convention on Biological Diversity, centred on the idea of
protecting endangered plant and animal species. The last document was the
UNFCCC, which is an international agreement setting out the principles for
international cooperation on reducing greenhouse gas emissions affecting the
phenomenon of global warming.
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Shortly afterwards, in 1997, the Protocol on Greenhouse Gas Emissions was
adopted in Kyoto, Japan, which entered into force on 16 February 2005 and was
ratified by 183 countries.” The Kyoto Protocol was the first follow-up document
to the UNFCCC, and importantly, it was of legally binding. The main objective
of the Protocol was to reduce greenhouse gas emissions by 5% between 2008
and 2012 compared to 1990 levels and to introduce a number of mechanisms to
achieve the climate goals, that is, Emission Trading, the carbon market, and the
Clean Development Mechanism.

Another important event that took place in terms of developing the idea of
sustainable development was The Millennium Summit of the United Nations
held from 6 to 8 September 2000 in New York.* The 189 members of the United
Nations adopted a document called The Millennium Declaration, which assessed
the current state of the Earth’s environment and laid out a list of goals focused
on environmental protection, with the cooperation and collaboration of states
anchored in the process.” These objectives included, according to the chapters
of the Declaration: (1) peace, security and disarmament; (2) development and
the eradication of poverty; (3) protection of the common environment; (4) hu-
man rights, democracy, and good governance; (5) protection of the vulnerable,
including children; (6) the special needs of Africa; and (7) strengthening the
institutions of the United Nations.

Following on from earlier declarations, the United Nations convened the
World Summit on Sustainable Development (WSSD) in Johannesburg on 26
August—4 September 2002."° Its main objective was to review the process of
attaining the objectives set earlier (Wilkins, 2008). In addition, it was decided
to identify the five most relevant areas previously established in Agenda 21,
revolving around the subject under discussion, namely (1) water protection, ac-
cess to sanitation and to drinking water of adequate quality; (2) energy provision
while respecting the environment; (3) health protection; (4) agriculture and its
importance in economic and social development; and (5) biodiversity protec-
tion and ecosystem management. The deliberations resulted in the issuing of a
document, the Implementation Plan, which was mainly focused on the theme of
poverty (Ruhl, 2008)."

The Millennium Summit required a review of its objectives after five years,
and hence, another World Summit was convened in New York on 14-16 Sep-
tember 2005."2 At that time, the focus was on debt, world trade, poverty, as well
as combating malaria, HIV, AIDS, and other diseases. The resolution adopted at
that time emphasized the importance of sustainable development for the United
Nations and the importance of democracy as being necessary for good govern-
ance (Dernbach, 2002; Ross, 2009).

Another significant event in the history of the development of the notion of
sustainable development was the ‘Green Growth Strategy’ summit convened
in 2011 by the Organisation for Economic Cooperation and Development
(OECD)." In the midst of the ongoing financial crisis, it was decided to hold a
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meeting to highlight the objectives of the concept of sustainable development
and to revise them taking into account the prevailing global economic situation,
as described in The Development Co-operation Report.'*

Twenty years after the Earth Summit, on 20-22 June 2012, the United Nations
organized an event — The United Nations Conference on Sustainable Develop-
ment, again in Rio de Janeiro, later called Rio+20." Once again, the previously
established goals adopted in Agenda 21 and the tenets of The 2000 Millennium
Declaration were reviewed (Stevens, & Kanie, 2016). The meeting resulted in
the issuance of a number of resolutions, including The Future We Want, defining
more precisely further goals in line with the concept of sustainable develop-
ment'® (Lafferty, & Eckerberg, 2013).

On 25 September 2015, during the United Nations Summit of Member States
held in New York, another agenda was adopted with the primary goal of eradi-
cating global poverty by 2030."7 The 2030 Agenda for Sustainable Develop-
ment contained 17 Sustainable Development Goals (SDGs) and 169 specific
targets. The new UN programme Transforming our world: the 2030 Agenda for
Sustainable Development established a set of Sustainable Development Goals,
pointing to the importance of human rights, poverty prevention, and well-being
guarantees, among others (Lee et al., 2016)."® They all address achievements in
five areas — the so-called 5xP: people, planet, prosperity, peace, and partnership.
The goals cover a wide range of challenges including hunger, poverty, health,
education, gender equality, climate change, sustainable development, and peace.
They replaced the Millennium Development Goals, which were to be met by
2015 (Li, 2020).

At around the same time, an important step in promoting respect for the en-
vironment in correlation with economic planning was the adoption of the Paris
Agreement in 2015 at the COP21 (UNFCCC, 21st Conference of the Parties), a
binding document implementing the demands of the Framework Convention on
Climate Change.' The long-term goal of the Agreement, as set out in Article 2,
was to respond to ongoing climate change, respecting the goals of sustainable
development, by (1) limiting global warming well below 2°C and ultimately to
1.5°C relative to the pre-industrial era to reduce the risks and damages caused by
climate change; (2) low-carbon development; and (3) respecting climate targets.
The agreement also sought to achieve carbon neutrality by 2050 and committed
all countries to present long-term scenarios for reducing greenhouse gas emis-
sions by 2020. The agreement was accepted by all 195 participating countries,
and the start date for signatures was set for 22 April 2016.

Searching for a definition of sustainable development, one could contemplate
the jurisprudence of international courts, yet this is scarce indeed. The judge-
ment of 25 September 1997 of the International Court of Justice (ICJ) in Hun-
gary v. Slovakia, known as the Gab¢ikovo-Naymaros Project case, has become
important in the field of sustainable development, determining the voice of the
majority of doctrine representatives considering that sustainable development
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does not have the status of international common law.*® The judgement recog-
nizes that sustainable development is a concept of international law without be-
ing normative (Boyle & Freestone, 2001; Nanda, 2005). However, this does not
change the fact that sustainable development has gained wide social acceptance
and certainly has continued and will continue to exert a significant influence on
policy decisions and the choices of decision-makers (Segger, 2009).

Sustainable development in the context of European law

The principle of sustainable development recognized in international law is also
reflected in European law. However, rather than being a distinct feature in the
European Union, the notion operates in all policies as one of a more universal
nature. This makes it related not only to environmental protection but is treated
much more broadly and horizontally.

Environmental protection was already included as a legally protected category
in the Single European Act, issued on 17 February 1986 amending the Treaty of
Rome.?! Within the European Union itself, however, the manifestations of sus-
tainable development can be found in environmental policy, and it is within the
framework of environmental policy that sustainable development has become a
systemic principle of the European Union (Baker, Kousis, Young, & Richardson,
1997; Kastrinos, & Weber, 2020).

Analysing historical legislation, the Maastricht Treaty in 1992 (hereafter the
‘TEU’) had already underlined the importance of sustainable development.?
The preamble of the TEU sets out the following objectives:

to promote economic and social progress for their peoples, taking into ac-
count the principle of sustainable development and within the context of the
accomplishment of the internal market and of reinforced cohesion and envi-
ronmental protection, and to implement policies ensuring that advances in
economic integration are accompanied by parallel progress in other fields.

The principle of sustainable development here goes beyond the environmental
protection perspective to also include the principle of cohesion and the demand
for the completion of the internal market (Sjafjell, 2011). The repetition of these
assumptions in the wording of Article 3(2) of TEU confirmed that the principle
of sustainable development was not only a premise but also contained a bind-
ing normative layer for EU bodies (Philip, 2014). While the inclusion of the
principle of sustainable development in the preamble can only be regarded as a
postulated administrative policy direction or an accepted interpretative formula,
its repetition in the specific provision referred to above means that this principle
is not just a postulate (Stetter, 2001). Moreover, subsequent provisions of the
TEU (i.e., Articles 3(5) and 21(2)) mandate the EU bodies to be guided by the
principle of sustainable development not only in their internal relations but also
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to promote this principle in their external relations, thus clearly underlining its
importance (de Sadeleer, 2015).

The subsequent EU treaty was the Treaty of Amsterdam (1997), whose main
objective turned out to be to clearly define the values that unite the European Un-
ion, based on freedom, democracy, respect for human rights, and fundamental
freedoms.? Hence, it can be concluded that the social dimension of sustainable
development was formalized at the community level in this very treaty (Aviles,
2011).

As regards the subject in question, an extremely important event was the adop-
tion of a socio-economic development plan for the European Union at the Lisbon
meeting in 2000 (Douma, 2017).** The Lisbon Strategy 2000 aimed to improve
the competitiveness of the EU economies on the global stage (Bartels, 2013).
A comprehensive strategy for introducing the concept of sustainable develop-
ment was developed shortly afterwards in 2001 (A European Union Strategy for
Sustainable Development, endorsed by the European Council at its meeting in
Gothenburg and then modified within the European Council on 16 June 2006 as
a complement to the Lisbon Strategy — The EU’s Renewed Strategy on Sustain-
able Development).” The main objective formulated in the documents was to
develop initiatives to ensure a better quality of life by promoting environmental
and social innovation (Vedder, 2010).

In yet another EU treaty, Treaty on the Functioning of the European Un-
ion (TFEU), there is only one provision referring directly to the principle of
sustainable development, namely Article 11.2° According to it, environmental
protection requirements must be taken into account in the definition and im-
plementation of the Union’s policies and activities, in particular with a view to
promoting the concept of sustainable development (Kenig-Witkowska, 2017).
Hence, the principle of sustainable development as enshrined in Article 11 is a
kind of link between environmental protection requirements and other Union
policies. The TEU refers to the principle of sustainable development in much
narrower terms, only with regard to the relationship of environmental protection
requirements with other EU policies. However, the scope of coverage in Article
11 TFEU applies to all aspects of EU administration, including European inte-
gration (Avilés, 2012).

The Charter of Fundamental Rights of the European Union (Charter) was
adopted and signed on 7 December 2000 at the Nice European Council and
then again with amendments at the Lisbon Summit on 12 December 2007. The
document is binding thanks to the Lisbon Treaty. Because of the importance
and significance of the Charter’s provisions, the document could not ignore the
important context of the principle of sustainable development (Toner, 2006). In
the preamble of the Charter, it is indicated that the European Union’s pursuit of
sustainable and balanced development is framed in isolation from its specific
sphere of activity, which can be understood as the need to interpret its provi-
sions putting the concept discussed here as a point of reference (Lock, 2019).
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In the contents of the Charter itself, the concept of sustainable development
appears in Article 37 stating that a high level of environmental protection must
be integrated into the policies of the Union and ensured in accordance with the
principle of sustainable development (Quirico, 2021). However, when attempt-
ing to interpret the provision and trying to find the context of human rights, it
must be stated that the specificity of the Charter and its vague provisions only
help to point in a certain direction for policies and further initiatives rather than
provide a basis for the creation of rules within the environmental or other areas
(Gentimir, 2020).

The lack of success in implementing the Lisbon Strategy made it necessary
to redefine the goals in view of the ongoing financial crisis and the economic
changes in Europe taking place in the EU Member States. Hence, in March
2010, the document Europe 2020: A strategy for smart, sustainable and inclu-
sive growth was formulated with the objective of sustainable development using
existing resources.”’” At the same time, this topic has also become a priority in the
European Union’s long-term programme for social and economic development
2010-2020 Europe 2020, referred to as ‘sustainable growth’.® The strategy
adopted on 17 June 2010 replaced the Lisbon Agenda, which had been in place
since 2000. Its basic assumptions were based on building a stable foundation
for a sustainable future for the European Union based on intellectual growth,
sustainable growth, and inclusive development (Harkiolakis, Prinia, & Mourad,
2012). The Europe 2020 strategy was very detailed in setting out the objectives
under specific headings, such as increasing the employment rate for specific age
groups, CO, emissions, and poverty indicators.

The multitude of acts relating to sustainable development, growth, and en-
vironmental protection at the European Union level shows its importance and
relevance to this organization. EU treaty provisions clearly define sustainable
development as one of the fundamental legal principles of European integration,
but secondary legislation also refers to it. Examples of acts (at the EU level) that
have referred directly or indirectly to the subject in question can be multiplied.
These include White Papers — documents from the European Commission pro-
posing changes to the common policy, for example, White Paper on the Future
of Europe (2017),* Green Papers — documents dedicated to discussions and con-
sultations on selected topics, for example, Green Paper — European Strategy for
Sustainable, Competitive and Secure Energy (2006),*° communiques from the
Commission of the European Communities, or opinions of the European Eco-
nomic and Social Committee.

Results

In common international law, there exists no legal definition of the concept of
sustainable development. Its definitions appearing in non-binding acts do not
have universal applicability, which determines its nature and the specificity of
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the lack of substantive legal consequences of its violation. The principle of sus-
tainable development itself is not of a normative nature either. However, some
of its constituent norms do have such a character, although the principle itself is
an example of soft law.

At the level of the European Union, on the basis of the very treaty provi-
sions, that is, EU primary law, it should be acknowledged that there is no clear
legal definition of the concept of sustainable development, but it is nevertheless
one of the key principles of European integration. At the EU level, the concept
of sustainable development represents the idea of improving the economies of
individual Member States in terms of more efficient use of resources, which in
turn translates into environmental aspects and maintaining the competitiveness
of economies (Bomberg, 2004; Muserra, Papa, & Grimaldi, 2020).

Looking at the extensive history of legal acts directly referring to the notion
in question, both at international and EU levels, it is clear that the concept of
sustainable development is widely respected and has had a significant impact
on political decisions and directions of further development chosen by countries
despite the vagueness of its conceptual framework.
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2 Sustainable development
goals — assessment and
relationships

Aneta Kuzniarska

Introduction

A common element of the majority of the definitions of sustainable develop-
ment is emphasising on the importance of the interrelationship between the
development of civilisation and the protection and restoration of the natu-
ral and social environment. The definitions essentially indicate the need to
protect the social and environmental equilibrium in the process of economic
development, and their implementation is possible thanks to the global goals
set, which in a more or less precise manner indicate the directions in which
organisations and people should follow to care for both the environment and
each other.

The strategic Sustainable Development Goals (SDGs) Developed by
a broad consensus of the business milieus, political milieus and non-
governmental organisations, constitute, first, new growth opportunities for
businesses and, second, a chance to build sustainable, long-term competitive
advantage. Its important sources include the possibility of creating and de-
veloping innovative products and services that meet the needs of increasingly
aware and responsible consumers, as well as improving the reputation of
enterprises. It is worth bearing in mind that, in addition to the opportunities
arising from this, they also face challenges that are difficult to overcome in
a changing environment (Urbaniec, 2018a). Accomplishing the SDGs is ren-
dered more difficult because of numerous compromises accepted for the sake
of economic growth at the expense of social well-being and the preservation
of the environment; on the other hand, the concept of inclusive development
emphasises the three dimensions of development: social, environmental and
political (Fonseca et al., 2020). Regardless of the fact that the SDGs are
of a global character, activities undertaken within their frameworks are of
a local character, and depend on how far countries are from achieving the
goals, and the sheer degree of development and commitment to sustainable
development of each country influences its domestic interests and actions
(Salvia et al., 2019).
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SDGs in the past and now

The outline of the history of the concept of sustainable development presented in
Chapter 1 translates directly into change, or rather an evolution of goals adopted
within its framework. Nevertheless, it does not change the fact that the crucial
role in disseminating the idea of sustainable development is still played by the
United Nations (UN) and its agencies.

A decisive influence upon the development of the concept of sustainable de-
velopment was the report, published in 1987 and prepared by the World Com-
mission on Environment and Development of the UN, where the main goal was
to meet the needs of present and future generations in full compliance with the
natural environment (WCED, 1987). Initiated at the Earth Summit in 1972, the
concept of sustainable development, developed and perfected in the following
years, took shape for the first time when its assumed premises were adopted as
the basis for a plan of action at the second Earth Summit in Rio de Janeiro in
1992. It was then that the two most important documents were drawn up (United
Nations, 1992):

1 Rio Declaration on Environment and Development, which contained the gen-
eral philosophy and rationale for sustainable development; it additionally in-
cluded assumptions of an ideological and postulative nature, indicating that
not only material development but also the intellectual and spiritual develop-
ment of the individual is crucial, and therefore a re-evaluation of existing
lifestyles and ethical norms must be carried out to create a ‘conscious” human
being acting in a sustainable manner,

2 Agenda 21, that is, a plan containing the detailed principles and processes
relevant to the implementation of this concept.

The conditions for sustainable development at that time included (among others)

— combating poverty,

— eradicating the unsustainable system of production and consumption,

— the protection of the environment, and its interdependence with peace and
development,

— economic growth, which ought to result in increasing social cohesion (includ-
ing, among others, the reduction of social stratification, the prevention of
marginalisation and discrimination), and be conducive to the improvement
of environmental quality (among others, by reducing the harmful effects of
production and consumption on the state of the environment and the protec-
tion of natural resources) (United Nations, 1992; Dyr et al., 2019)

The declaration contained the postulates indicating that all human beings, socie-
ties and generations have the right to a healthy and productive life, and also to
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develop in harmony with nature (United Nations, 1992). The passage of time,
nevertheless, showed that the postulates contained therein were seen to be insuf-
ficient, excessively general and lacking precision, and work began that resulted
in the UN Millennium Declaration prepared by world leaders in 2000. In this
document, eight global development goals (MDGs — Millennium Development
Goals) were adopted to improve the situation of people in developing countries,
and these related to poverty reduction, access to education, gender equality, re-
duction of child mortality, reduction of the spread of HIV/AIDS and other major
diseases, environmental protection and a global partnership for development.
The Millennium Development Goals and their accompanying tasks are included
in Table 2.1.

According to the declaration, the goals implemented from 2000 until 2015
were aimed at poorer, developing countries, and the cost of the implementation
of relevant programmes was estimated to amount to, approximately, 600 billion
USD (Rokicka & Wozniak, 2016). According to expert assessments, the goals
have not been fully accomplished, especially in terms of social inequality, un-
employment or the excessive exploitation of natural resources, and, moreover,
the extent to which MDGs were accomplished in different countries was also
different. Instead, their implementation has proven that different actors: national
governments, the private sector, civil society and scientists can work together
successfully.

Accomplishing the Millennium Development Goals was jeopardised through-
out the entire period of 15 years by numerous determinants of various natures.
The first group of barriers was politically motivated and related to authoritarian
or even totalitarian governments, the lack of democracy, the rule of law and re-
spect for human rights. The second group of jeopardising factors was connected
with an excessively strong, and mostly negative influence of culture and religion
on the education of children and the behaviour of large social groups. The third
group was linked to demographical phenomena related to natural movement,
influencing rapid population growth in underdeveloped countries, which une-
quivocally exacerbated their social, economic, political and environmental prob-
lems, migratory movement (e.g. from rural areas to cities and from economically
backward regions to highly developed countries) resulting in the amplification
of selected threats (slums) and their spread to highly developed countries (Czaja,
2016). However, according to the UN, it has succeeded, among other things, in
reducing extreme poverty, increasing access to clean drinking water and to pri-
mary education (Gruchelski & Niemczyk, 2016).

The above-mentioned goals came under fire because of (1) not being par-
ticularly challenging — they were seen as ineffective drivers of progress, (2) the
lack of well-founded reasons for choosing these specific goals whilst rejecting
others (Deneulin & Shahani, 2009), (3) the lack of resources to implement them
(Kabeer, 2010), and (4) a very simplistic concept of development connected with
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meeting basic needs, without the challenges of integration, and also sustainable
growth and development (Moore, 2015). However, there were also uncritical
supporters of the implementation of the Millennium Development Goals, who
presented the results achieved by 2015 in a rather optimistic way. The detractors
indicated that not only did the particular goals and tasks remain unaccomplished,
but in certain aspects, the situation also had even deteriorated.

The continuation of the Millennium Development Goals is the 2030 Agenda,
which was drawn up in 2015, and for which another 15-year period of imple-
mentation was planned. While the goals of the Millennium Declaration were
mostly focused on the poorest countries, the reason for the creation of the SDGs
was to include goals that attract and encourage action by all countries and to
target these actions to domestic socio-economic policies, as well as the imple-
mentation of the global Paris Agreement (of December 2015) on halting climate
change (Fayomi et al., 2018).

It was also important to develop the goals that focus on the interdependencies
between two or more dimensions so that they are addressed in an integrated way,
ensuring the desired outcomes for both (Griggs et al., 2014).

The integral part of the 2030 Agenda are the tools for its implementation,
contained in the so-called Addis Ababa Action Plan, including tools and means
(resources), both provided by the budgets of particular countries and coming
from private sources, as well as relief funds, rendered available to support the
development of poorer countries (United Nations, 2015b). World leaders and
heads of government signing the resolution, from both developed and develop-
ing countries, pledged to make concerted efforts to achieve sustainable devel-
opment. According to the provisions of this resolution, implementation should
involve governments of all countries, parliaments, UN structures, various in-
ternational institutions, local authorities, societies, academia, business and the
private sector (United Nations, 2015b).

The 2030 Agenda includes 17 main SDGs, 169 specific tasks and 230 moni-
toring indicators, under the economic, environmental and social dimensions
(Dlouha & Pospisilova, 2018). The goals of the 2030 Agenda, its tasks and cat-
egorisation relevant to the 3 dimensions of sustainable development, are pre-
sented in Table 2.1.

It is assumed that the stakeholders of Agenda 2030 include enterprises from
both the private and public sectors, and their economic, social and environmental
goals should be consistent with the above-mentioned SGDs. A factor conducive
to meeting the postulates arising from the SDGs is the fact that many systemic
requirements are imposed on enterprises wishing to operate the market — both
obligatory and optional (Wisniewska & Wyrwa, 2022).

While it was claimed that none of the MDGs were sufficiently ambitious,
some of the SDGs are claimed to be excessively ambitious and impossible to
be accomplished. For example, the MDGs were about reducing poverty, and
the SDGs were about eradicating poverty (which doesn’t seem possible). Some
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adhere to the opinion that SDGs are theoretical, that all are treated as priorities,
and that means that none of them is really a priority (Easterly, 2015).

The negative assessment also relates to the tools in use; both kinds of goals
were, and still are, assessed with the application of different methods and varied
tools, frequently varying from country to country, which renders it difficult to
compare them properly and to analyse progress (Pogge & Sengupta, 2015). As
researchers on the topic point out, more goals and indicators prepared for them
does not mean that these goals will be better; on the contrary, in fact, in many
cases, they might cause an unwelcome confusion (Zondervan, 2017). Some of
them ought to be limited and a set of feasible, measurable and transparent tar-
gets should be established to facilitate both easier and more effective decision-
making as well as comparisons (Venkatesh, 2021).

It is worth remembering that a key role in accomplishing the SDGs is played
by the private sector, and, here, the starting point for consideration is the hypoth-
esis that larger and/or more powerful companies, by engaging in relationships
with smaller actors, can both contribute to and impede the achievement of the
goals. Elements of the organisation that may strongly influence them include
certain values, for example greed or rivalry, which may be perceived as norma-
tively neutral, and even as required qualities (Zawadzki, 2014). Other barriers
to goal implementation include a lack of state support in the implementation of
the SDGs, their excessive distance from business goals or a low culture of col-
laboration in accomplishing non-business goals (Urbaniec, 2018b).

The unsatisfactory extent of accomplishing the SDGs may be the result of the
behaviours of enterprises resulting from the influence of the ideology of build-
ing shareholder value. It motivates enterprises to retain as much of their value
as possible, and it should be borne in mind that the active involvement of large
companies in the achievement of certain goals may risk a lack of growth in re-
tained value and therefore, may result in a failure to generate further profits for
the shareholders (Gulski, 2021).

The COVID-19 pandemic also poses a threat to the SDGs, with negative
impacts on developed countries and even more unfavourable impacts on de-
veloping countries, which do not have the resources to cope with the economic
and social challenges caused by the pandemic. The economic stagnation as-
sociated with COVID-19 is estimated to plunge 420-580 million people into
poverty, increasing global poverty for the first time since 1990 (Sumner et al.,
2020).

COVID-19 led to the lower achievement of the SDGs (Shulla et al., 2021), but
at the same time, contributed to the development of the digitalisation and con-
solidation of health, educational and social services, as pro-growth government
spending, often during a crisis, has significant positive effects in the social care,
health and education sectors (Reeves et al., 2013). In terms of meeting environ-
mental goals, COVID-19 has resulted in improved air quality and reduced CO,
emissions (Shulla et al., 2021).
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The threats to the implementation of the SDGs resulting from the pandemic
include (Kaczmarek, 2020)

— the focus of governments on their own country and its own goals and tasks;

— reducing official development aid and other sources of development financing;

— weakening the system of global collaboration;

— changing political priorities at the expense of economic development;

— re-prioritising research funding hitherto aimed at solving problems in devel-
oping countries;

— undermining the free market and seeking a new paradigm for the global
economy.

Relationship between the SDGs

The concept of the SDGs, in contrast to that of the MDGs, indicates an inte-
grated approach to decision-making and includes a policy focusing not only on
individual components/dimensions of sustainable development separately but
also takes into account their interconnectedness and interdependence to reduce
compromises, as well as create and use the synergy effect (van Tulder, 2018).
Synergies between sustainability goals largely outweigh compromises, but in-
terestingly, negative correlations are observed across all the SDGs. Moreover,
correlations are systematically assessed not only between goals but also between
SDG indicators, and so (Pradhan et al., 2017):

1 a statistically significant positive correlation between a pair of SDG indica-
tors is identified as a synergy,

2 a statistically significant negative correlation between pairs of SDG indica-
tors is classified as a compromise.

As part of the process of assessment, the synergies and compromises between
the pairs of the SDGs are categorised on the domestic and global scale, so as
to, in further course, identify the most frequent interactions occurring between
them (Pradhan et al., 2017). The crucial issue within the frameworks of the de-
scribed interactions of the SDGs, encompassing the compromises and syner-
gies between goals (SDG) and within the frameworks of their indicators, are
contradictions between economic growth and the sustainable use of resources
(Nilsson et al., 2016). Nevertheless, it ought to be indicated that the negative in-
teractions are regarded as the perfect introduction to a dialogue between science
and politics (Obersteiner et al., 2016), which frequently stimulates further work
within a relevant field. The inconsistency and incoherence in the sustainabil-
ity goals relate to indicators in the quantitative dimension — although research
presents the indicators, they are hampered by severe data limitations and do
not inform decision-makers about which of the underlying economic, social or
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environmental pillars have a significant impact on sustainability, and from an
organisational perspective this is crucial (Bali Swain & Yang-Wallentin, 2020;
Spaiser et al., 2017).

Based on the research conducted so far, three general types of interactions
between SDG targets have been identified (Nilsson et al., 2016):

a positive dynamics — positive interactions between the SDGs occur when the
SDGs are active, reinforcing or indivisible,

b neutral or coherent dynamics — describe a situation where contributions to-
wards one goal do not result in significant positive or negative interactions
with another goal,

¢ negative dynamics — interactions arise when goals are constraining, counter-
acting, or cancelling.

There are few SDGs that focus exclusively on social issues or solely on envi-
ronmental or relational issues. All of them quite substantively link at least two
of the three dimensions. The exceptions are SDG 11, which includes all three
elements, and SDG 17, which moves relational issues to the operational level
(Gupta & Vegelin, 2016).

The cause-and-effect relationships between the SDGs can be seen from the
first cursory analysis — they can be seen, for example, between increasing em-
ployment and reducing poverty, between reducing poverty and improving the
natural environment. It is worth noting that improvements towards one SDG can
enhance or harm the development or improvement of another goal (Barbier &
Burgess, 2019). Other relationships of the SDGs are outlined below:

1 no poverty (SDG1) may be enhanced by the benefits of improved water qual-
ity and sanitation (SDG6), and also zero hunger (SDG2) (Fuso Nerini et al.,
2018)

2 SDGI2 (responsible consumption and production) is the goal most closely
related to commerce (Pradhan et al., 2017)

3 SDG 02 (Zero hunger) and SDG 01 (No poverty) and SDG 03 (Good health
and well-being).

4 SDG 03 (Good health and well-being) and SDG 08 (Decent work and eco-
nomic growth).

5 SDG 06 (Clean water and sanitation) and SDG 12 (Responsible consumption
and production).

6 SDG 07 (Affordable and clean energy) and SDG1 (No poverty), SDG2 (Zero
hunger), SDG3 (Good health and well-being), SDG8 (Decent work and eco-
nomic growth), SDG13 (Climate action).

7 SDGT7 (Affordable and clean energy) and SDG6 (Clean water and sanitation)

8 SDG8 (Decent work and economic growth) and SDGI1 (no poverty) (Singh
etal., 2018).
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9 SDG 11 (Sustainable cities and communities) and SDG 03 (Good health and
well-being).

10 SDG 12 (Responsible consumption and production) and SD6 (Clean water
and sanitation).

11 SDG13 (Climate action) and SDG15 (Life on land).

12 SDG13 (Climate action) and SDG14 (Life below water)

13 SD14 (Life below water) and SDG1 (No poverty), SDG2 (Zero hunger) and
SDG8 (Decent work and economic growth).

14 SDGIS5 (Life on land) and SDG1 (No poverty), SDG2 (Zero hunger), SDGS8
(Decent work and economic growth), SDG13 (Climate action) and SDG14
(Life below water).

15 SDG7 (Affordable and clean energy) and SDG6 (Clean water and sanitation)

Conclusions

The development, both quantitative and qualitative, of the SDGs that have been
developed and adopted in successive years shows how strongly global problems
related to human activities are escalating. The transition from the 1987 principal
goal to the Millennium Goals to the 2030 Agenda goals indicates ever-expanding
problems in all dimensions of sustainable development. The road to quantifying
and monitoring the SDGs is still challenging — there is a need for a deep under-
standing of sustainable development, commitment and capacity to operational-
ise and implement its multidimensional goals, access to data, expertise, analysis
and interpretation of results. As practice shows, there is still a conflict between
socio-economic development and the environmental dimension, making it dif-
ficult to identify and implement the most effective strategy for creating sustain-
able development (Redclift, 2005). In addition, doubts arise to what extent such
a broad and global sustainable development program such as the 2030 Agenda
can be effectively implemented, especially in the face of the diverse economic
and political interests of various social groups, states and blocs, the oligarchisa-
tion of certain economies, the weakening role of states with the parallel strength-
ening of the role of transnational corporations and global finance (Gruchelski &
Niemczyk, 2016). Perhaps the biggest reason for the failure to establish global
sustainable socio-economic development is also the structure of aid offered to
poor countries. To a greater extent, these countries are provided, for commercial
reasons, with means of consumption, instead of means of production and infra-
structure (Gruchelski & Niemczyk, 2013).
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3 The economic dimension of
sustainable development

Judyta Lubacha

Introduction

Extensive research offers evidence that economic growth has a negative impact
on the environment. Economic welfare is based on the exploitation of natural
resources (Kalimeris et al., 2020). Many developing countries export raw and
primary materials, especially those rich in minerals and fuel deposits (Abou-
Ali & Abdelfattah, 2013; West et al., 2014). Economic growth is related to the
increase in energy consumption (Ozcan et al., 2020; Sarwar et al., 2017). Moreo-
ver, the consumption of energy and oil leads to an increase in pollution and CO,
emissions (Omri, 2013). Research shows a strong positive correlation between
economic growth and CO, emissions (Leitdo et al., 2022). In the age of glo-
balisation emissions are transferred to countries of production, which causes
the deepening of global inequalities (Cadarso et al., 2012). Developed countries
like USA, EU and Japan are the main carbon importers, and developing coun-
tries such as China and Southeast Asian countries are major carbon exporters
(Y. Wang et al., 2022).

In this chapter sustainable economic development is discussed from the
perspective of three main economic actors: business sector, household sector
(consumers) and governmental sector. Two main questions are addressed in the
chapter: (1) How do economic actors create pressure on the natural environ-
ment? (2) How can economic actors reduce their negative impact on the nat-
ural environment? The systematic literature review is based on the results of
the query “sustainable development” in the Web of Science Citation Index with
Abstracts in WoS Category Economics. From 5,170 records (download date
September 2022) those related to business, households and governmental sector
were chosen for analysis.

Business sector

Each of the business sectors (agricultural, industrial and services) creates envi-
ronmental pressure in different ways. Nevertheless, all sectors are responsible
for greenhouse gases (GHGs) emission (Table 3.1).
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Table 3.1 Main areas of environmental pressure in agriculture, industry and services

Agriculture Industry Services

* Greenhouse gas emission * Greenhouse gas emission ¢ Greenhouse gas

(de Pinto et al., 2016; Jor- (Dhar et al., 2020; Gingrich emission (Mattila
genson & Birkholz, 2010) etal., 2011) & Antikainen,

* Freshwater irrigation * SO, emission (Apsimon & 2011; Saidi, 2021)
(Albornoz-Mendoza & Warren, 1996; Tang et al., + Particulate mat-
Mainar-Causapé, 2019) 2022) ter emission

* Soil erosion (Suleimenov ~ + High water withdrawal (Chen et al., 2022;
& Oram, 2000) (Alkon et al., 2019; Pan Zhang et al., 2022)

* Deforestation (Mechiche- etal., 2012) * Food waste (Son-
Alami et al., 2021) * Exposure to toxic sub- nino & McWil-

* Species extinctions stances (Kuwayama et al., liam, 2011)
(Chaudhary & Brooks, 2017)

2019)

Source: Own study.

Innovations are one of the means to achieve the goal of sustainable agricul-
ture (Aldy et al., 1998). Food production requires water and energy use and
alternatives for fossil fuels are already in place — solar energy for irrigation
(Lefore et al., 2021) and biofuels (Kung, 2018). Although bioethanol and bio-
diesel production use water and fuel, the sustainability biofuel depends on the
production technology used (Rosegrant et al., 2013). Water use may be reduced
by more efficient irrigation techniques (Odegard & van der Voet, 2014). Crop
diversification may decrease soil erosion (Alcon et al., 2020). The decrease in
GHG emissions from agriculture as well as decrease of deforestation may be
achieved through the reduction of pasture land (de Pinto et al., 2016). Adoption
of sustainable agricultural practices should take into account informal norms
and beliefs. Direct implementation of “western” “scientific” approach may be
counterproductive in developing countries. Social change needs to be developed
based on local values and beliefs (Shah et al., 2017). Social capital in the form of
social networks (relatives, traders) and memberships in professional organisa-
tions increases the probability of adoption of sustainable practices in agriculture
(Gonzalez, 2012; Teklewold et al., 2013).

Electricity and heat sectors are responsible for the highest GHG emissions
(Alajmi, 2021; Gingrich et al., 2011), cement, steel and iron manufacturing are
the second largest emitters (Dhar et al., 2020). SO, emission is related to coal
combustion (Apsimon & Warren, 1996). Renewable energy sources such as so-
lar photovoltaic and wind are widely used as alternatives to fossil fuel combus-
tion (Xie & Jamaani, 2022). However, it should be noted that the production of
energy from solar and wind farms requires scarce materials like copper, lithium,
and aluminium (Garcia-Olivares et al., 2012). Biogas produced from municipal
waste is another alternative to non-renewable energy sources. Moreover, the
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reuse of recyclables allows for a reduction in energy use in production (Lino
& Ismail, 2011). Another important way of reduction of greenhouse emission
is energy saving and increase of energy productivity and efficiency by means
of technological innovation and changes in the production process (E. Z. Wang
etal., 2022; Xie & Jamaani, 2022).

Freight and passenger transport are the main sources of CO, emission (account-
ing for ¥ of the world’s emissions) (Mattila & Antikainen, 2011; Saidi, 2021;
Zegras, 2007). The main way for transport decarbonisation is the adaptation of
environmentally-friendly means of transportation such as electric or hybrid vehi-
cles for passenger transport (Corazza et al., 2016; Kolo$ & Taczanowski, 2016)
and rail freight transportation (Behrends, 2017; Dinwoodie, 2006). However, elec-
tric vehicles are not a sustainable solution without changing the energy production
sources like fossil fuels (Zawieska & Pieriegud, 2018).

Households sector

Consumers’ environmental pressure is related to various business sectors
(Figure 3.1). Household food consumption, housing (heating and energy use)
and mobility are seen as the most damaging factors to the environment (Span-
genberg & Lorek, 2002).
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Animal food production causes GHG emissions, deforestation and intensive
use of water and land (Odegard & van der Voet, 2014). One of the solutions for
decreasing the negative impact on the production of meat and dairy products is
a shift from animal products to plant-based diet (de Boer et al., 2006; Jallinoja
et al., 2016), cultured meat and insects are other alternatives (Gémez-Luciano
et al., 2019). Households are responsible for the majority of food waste, its re-
duction could significantly reduce CO, emissions (Amicarelli et al., 2022; Reyn-
olds et al., 2019).

Consumption of goods and services by individual consumers does not cause
direct GHG emissions; nevertheless, the production of those goods is linked to
energy use, and GHG emissions (Duarte et al., 2013). Reduction of consump-
tion and a shift towards sharing economy is one of the possible ways of reducing
environmental pressure (Davies et al., 2017). With the rise in household income,
the propensity to consume increases (Duarte et al., 2021), which may result in
a further increase in emissions in developing countries that are fighting poverty
(Yuan & Wang, 2021). Solutions are needed that reduce inequalities while re-
ducing CO2 emissions (Wan et al., 2022).

Direct environmental pressure is exerted by individual heating and cooking
appliances, especially in rural areas (Malla, 2013; Matsika et al., 2013). Solid
fuel heating and cooking causes not only CO, emissions but also high air pol-
lution with particulate matter, which has negative health consequences (Kurata
et al., 2020; Masera et al., 2000). Replacing solid fuel with LPG and other low-
emission energy sources is one of the possible solutions to reduce the negative
environmental impact on households. However, for this investment in infra-
structure and state intervention are required (Adjei-Mantey & Takeuchi, 2022;
Troncoso & Soares da Silva, 2017).

The modern lifestyle requires high energy consumption — housework, hy-
giene, entertainment and cooking are all linked to the use of electric equipment
(Jalas & Juntunen, 2015; Vringer & Blok, 2000). The negative impact on energy
consumption may be reduced by decreasing the energy demand by means of
energy efficiency improvements and energy-saving behaviour (Huimin, 2013;
Sardianou, 2007) as well as by increasing the production of renewable energy by
households and local communities (Aklin et al., 2018; McGovern, 2021).

Individual car transport is responsible for increased CO, emissions (Lee &
Lee, 2014). The alternative is public transport, especially in the form of low-
polluting rail transit (Lin & Du, 2017), ridesharing (Furuhata et al., 2013) and
electric micromobility (Nigro et al., 2022).

Change in consumer behaviours is a very complex process — psychological
(Jackson, 2002; van Dam & van Trijp, 2011), cultural (Liobikiene et al., 2016),
educational (Filippini et al., 2020) and economic factors (Kutyk et al., 2017)
play a role in decision-making. Therefore, policies directed towards more sus-
tainable consumption should take into account this complexity.
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Government sector

Governments, policy makers, international organisations create a regulatory
framework for changes towards sustainable development. The main areas of
interventions are the energy and manufacturing sectors. In the Kyoto Protocol
(Cole, 2012) and subsequently in the Paris Agreement (Mele et al., 2021) the
international community agreed to collectively reduce GHG emissions, with
emissions trading as one of the tools (Newell et al., 2014). The transition to low-
carbon and renewable energy requires investment in the private sector (business
and households) (Hak et al., 2017; Shem et al., 2019). Governments can support
these investments with subsidies, public loans and favourable regulatory frame-
works such as net metering, feed-in tariffs and tax incentives (Chang et al., 2016;
Koo, 2017). However, it should be noted that some renewable resources are not
stable (such as wind and solar energy) and should be supported with hydropower
or biomass to secure constant energy production (Stocker et al., 2011). Neverthe-
less, developing countries with limited access to electricity can benefit more from
investing in renewable energy instead of relying on fossil fuel-based electrifi-
cation (Chapel, 2022; Mahumane & Mulder, 2019). On the other hand, energy
conservation and energy efficiency should be prioritised as one of the solutions
to reduce GHG emissions. Awareness of the importance of energy conservation
should be built in society (Golubchikov & Deda, 2012; Owens & Diriffill, 2008).

The extraction of significant production-related resources can be reduced under
the pressure of environmental taxes and incentives for resource-efficient technolo-
gies (Behrens et al., 2007; Wilts & O’Brien, 2019). A circular economy model with
material reuse and waste recycling is another option to reduce resource extraction
(Korhonen et al., 2018; Millar et al., 2019). Adaptation of the circular economy
model is supported by the European Union and national governments in the form
of reforms of waste management systems (Gregson et al., 2015) and the develop-
ment of an EU Circular Economy Action Plan (Skvarciany et al., 2021). In addi-
tion, institutional quality (Agovino et al., 2020) and institutional changes driven
by society (bottom-up) and government (top-down) (de Jesus & Mendonga, 2018)
are crucial in implementing a circular economy system.

Although transport is responsible for a high share of GHGs emission, there
is a lack of significant policies supporting changes in this sector (Gdssling
et al., 2016). It is emphasised that the transition from individual car mobility to
more sustainable means of transport (buses, trains, bicycles, walking) is linked
to urban planning, space design and the availability of adequate infrastructure
(Curtis, 2008; Glaser & Krizek, 2021). The introduction of sustainable mobility
solutions would require a significant transformation of urban space (Kebtowski
et al., 2019), facing conflicts between various stakeholders (Hrelja et al., 2013)
and changing individual motivations (Redman et al., 2013). Similarly, building
sustainable agriculture does not occur due to the complexity of the agricultural
system (Béné, 2022).
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Conclusions

The transition to sustainable development is crucial for the survival of human-
ity. There is no doubt that economic activity causes negative pressure on the
environment. The question is how producers, consumers and governments can
reduce this negative impact. As outlined in the literature review conducted, two
main solutions are adapted: (1) environmental innovation, increasing energy ef-
ficiency and resource productivity along with technological change; (2) reducing
resource exploitation through reuse and recycling (the circular economy model).

There is no single solution, there is a need for an integrated change of the eco-
nomic model using various tools such as sharing and collaborative economy, the
circular economy and the bioeconomy (D’Amato & Korhonen, 2021; Svenfelt
et al., 2019). Moreover, technology and innovation are not the ultimate solu-
tions, what matters most is social change, changing the behaviour of consumers
and producers and transforming the current economic model (Arvesen et al.,
2011; Vandeventer et al., 2019). Further research should be focused on how this
social change can occur.
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4 The social dimension of
sustainable development

Katarzyna Filipowicz

Introduction

As a complex issue, the social dimension of sustainable development is easier
to define using indicators. Indicators can be a part of disaggregated scoreboards
(Sustainable Development Goals (SDGs), Doughnut Economics) or highly ag-
gregated measures. Both approaches have some advantages as well as some
limitations. Non-aggregated indicators allow us to see differences in individual
categories and identify areas requiring intervention. On the other hand, aggre-
gated measures perform very well in cross-country comparisons.

The social dimension in SGDs and Doughnut economics
SDGs related to the social dimension

The general concept of SDGs has already been discussed in Chapter 2. In this
section, the focus will be on eight SDGs related to the social dimension. These
goals call for the eradication of poverty and hunger, peace and social justice,
access to quality healthcare and education, and highlight the aspects of gen-
der equality, sustainable urban development and access to clean energy (DSDG,
n.d.). It should be emphasised that the goals of sustainable development are
interrelated. The foundation for social development is the appropriate protection
of the biosphere, and the above-mentioned social goals are the basis for those
related to the economy (Stockholm Resilience Centre, 2017).

Table 4.1 presents the social goals of sustainable development and the number
of targets and indicators related to these goals. In total, the social dimension is
described by 74 targets and 124 indicators.

The selected problems and data related to the social goals of sustainability are
discussed below. The described challenges and indicators can be a starting point
for further debate about this complex issue.
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Table 4.1 SDGs related to the social dimension of sustainable development

Goals Targets Indicators
Goal 1: No poverty 7 14
Goal 2: Zero hunger (No hunger) 8 13
Goal 3: Good health and well-being 13 28
Goal 4: Quality education 10 11
Goal 5: Gender equality 9 14
Goal 7: Affordable and clean energy 5 6
Goal 11: Sustainable cities and communities 10 15
Goal 16: Peace, justice and strong institutions 12 23
Total 74 124

Source: own study based on SDG Tracker (n.d.).

Table 4.2 Global poverty lines with harmonised national poverty lines

Income classification Median (2017 PPP) Number of countries
(observations)

Low-income countries 2.15 28

Lower-middle income countries 3.63 54

Upper-middle income countries 6.85 37

High-income countries 24.36 38

Total 157

Source: Jolliffe et al. (2022).

No poverty

The first challenge for the social dimension of sustainable development is to
end poverty in all its forms everywhere (DSDG, n.d.). There is no single, ac-
cepted definition of poverty. Poverty is a very subjective category — poverty
in Ethiopia is something different from poverty in the US. In 1990 The World
Bank, together with a group of independent researchers, created a methodolog-
ical framework for the international poverty line (IPL). Currently, IPL is calcu-
lated as the median of the 28 national poverty lines of the poorest countries. It
is expressed in the 2017 PPP (World Bank Data Help Desk, n.d.). In September
2022, the World Bank set a new IPL at a level of $2.15 per person per day,
replacing the previous limit of $1.90 per person per day (World Bank, 2022).

Table 4.2 shows the medians of national poverty lines for different income
groups of countries. The poverty line in high-income countries is $22.21 higher
than in low-income countries (i.e. IPL). Therefore, it is very difficult to make
international comparisons of this issue.
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Zero hunger

The second social challenge is ending hunger, achieving food security and im-
proved nutrition and promoting sustainable agriculture (DSDG, n.d.). The Food
and Agriculture Organization (FAO) defines hunger as:

an uncomfortable or painful physical sensation caused by insufficient con-
sumption of dietary energy. It becomes chronic when the person does not
consume a sufficient amount of calories (dietary energy) on a regular basis to
lead a normal, active and healthy life.

(FAO, n.d.)

Figure 4.1 shows two indicators: the global number of people undernourished and the
prevalence of undernourishment in 2004—2021. In 2021, the number of people un-
dernourished was 767.9 million, and the prevalence of undernourishment was 9.8%.
In the years 2004-2010, there was a noticeable downward trend in both indicators,
then in 2011-2018 the indicators were at a stable level, and then from 2019, an up-
ward trend can be observed. The COVID-19 pandemic is indicated as the main cause
of the increasing number of people undernourished in recent years (FAO, 2022).

Good health and well-being

The third social goal is to ensure healthy lives and promote well-being for all at
all ages (DSDG, n.d.). One of the main factors influencing the health of a society
is the quality of its healthcare. The quality of healthcare is mostly determined by
the health spending in a given country. According to Global Burden of Disease
(GBD) estimates, health expenditure per capita in 2016 in high-income countries

900 14.0%
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700 10.00
600 .0%
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Figure 4.1 Global number of people undernourished and prevalence of undernourish-
ment in 20042021

Source: Based on data from FEOSTAT.
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was $5621, and in low-income countries $125. The government plays an im-
portant role in the system of healthcare — the share of government expenditure
in health expenditure in high-income countries was 79.6% and in low-income
countries 26.3% (see Table 4.3).

Quality education

The fourth social issue is to ensure inclusive and quality education for all and to
promote lifelong learning (DSDG, n.d.). Historical data on the literate and illiter-
ate world population are moderately optimistic. The global percentage of people
who could read in 2020 was around 87%, in 1950 it was around 56% (see Figure
4.2 (Roser & Ortiz-Ospina, 2016)).

Table 4.3 Health spending for different income groups of countries in 2016

Income Health spending Health Government health
classification per capita, 2016 spending per spending per total
($PPP) GDP, 2016 health spending,
2016
High income 5,621 10.8% 79.6%
(5,548-5,693) (10.6-10.9) (78.2-81.1)
Upper-middle 1,009 5.0% 53.9%
income (948-1,072) (4.7-5.3) (49.9-58.6)
Lower-middle 274 3.2% 32.1%
income (247-303) (2.9-3.5) (28.4-36.1)
Low income 125 5.1% 26.3%
(119-132) (4.9-54) (23.3-29.5)

Source: Global Burden of Disease Health Financing Collaborator Network (2019).
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Figure 4.2 Literate and illiterate world population (among people aged 15 and older)
Source: Based on data from the website Our World in Data and The World Bank.
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However, the disparities between high and low-income countries in this basic
indicator are still significant. In 2020, in low-income countries, the proportion
of the literate population was at the level of 61%, and in upper-middle income
countries 96% (see Table 4.4).

Gender equality

The next social challenge is to achieve gender equality and empower all women
and girls (DSDG, n.d.). Gender inequality is a problem in most countries of the
world. It manifests itself, for example by gender division of labour, occupational
segregation, or gender wage gap. Figure 4.3 presents the distribution of work
time based on data from the report International Labour Organization (ILO,
2018). The main conclusion from the data is that women work longer than men
per day, regardless of the country’s income group. Additionally, women mainly

Table 4.4 Literacy rate, adult total (% of people ages 15 and above)

Income classification 2005 2010 2015 2020

Low income 53% 54% 59% 61%

Lower middle 67% 71% 74% 76%
income

Middle income 81% 84% 85% 87%

Upper middle 92% 94% 95% 96%
income

Source: Based on data from the World Bank website.
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Source: based on data from ILO (2018).
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do unpaid work. Even in high-income countries, the disparities are significant
(women’s unpaid work is 257 minutes a day, men’s 135 minutes).

Affordable and clean energy

The next social issue is ensuring access to affordable, reliable, sustainable and
modern energy (DSDG, n.d.). This problem can be divided into two aspects:
ensuring access to energy and changes toward clean energy. Map 4.1 shows
the percentage of the population with access to electricity — there are still many
countries (especially in Africa) with limited access to electricity. The second
aspect of the problem concerns the sources of energy. Clean energy is related
to the ecological dimension of sustainable development and is one of the main
challenges of highly developed countries.

Sustainable cities and communities

The next goal of the social dimension is to make cities inclusive, safe, resilient
and sustainable (DSDG, n.d.). There is a link between sustainable urban devel-
opment and human health. Table 4.5 lists the diseases that are the most common
cause of death (top 10) and shows the impact of faulty urban design and plan-
ning policies. The World Health Organization has launched a new Urban Health
Initiative. This new initiative is to create a model of a city that is more climate-
friendly and supports a healthy lifestyle for residents. The results obtained by
the WHO can be used by the city authorities to conduct urban policy more ef-
fectively (World Health Organization, 2019).

Value
100%

%
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Map 4.1 Access to electricity (% of the population)

Source: Based on data from the website Our World in Data.
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Table 4.5 Link between the top causes of death and faulty urban design and planning
policies

Top causes of death Impact of faulty urban design and
planning policies

Heart attack (1), stroke (2), chronic More than a quarter to one-third of deaths are

respiratory disease (4), lung caused by air pollution — with urban traffic,
cancers (5) waste, industry, cooking, heating and power
production, as leading sources.
Pneumonia (3) Air pollution causes more than one-half of
deaths.
Diabetes (6) The disease is linked to obesity and physical

inactivity common in car-dependent cities
lacking robust transit and walking/cycling
networks, as well as urban fresh food markets.

Diarrhoeal diseases (8), The diseases closely related to poor sanitation
Tuberculosis (9) and waste management and unhealthy
housing
Traffic injuries (10) Pedestrians and cyclists, including children,

older people, and the poor are exposed to
traffic injury due to lack of safe, rapid transit,
walking and cycling facilities.

Source: World Health Organization (2019).
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Figure 4.4 State-based Armed Conflict in the years 1946-2021
Source: Based on Gleditsch et al. (2002), Davies et al. (2022).
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Peace, justice and strong institutions

The last social goal is to promote just, peaceful and inclusive societies. Referring
to the issue of peace, Figure 4.4 presents the number of state-based armed con-
flicts all around the world in the years 1946-2021. A state-based armed conflict
is defined as: “a contested incompatibility that concerns government and/or ter-
ritory where the use of armed force between two parties, of which at least one is
the government of a state, results in at least 25 battle-related deaths in a calendar
year” (Pettersson, 2022). Two trends can be seen in Figure 4.4: most state-based
armed conflicts take place in Africa and Asia and the number of conflicts has
been rising since 2010. Safety is one of the basic needs of every human being.

Social foundations of Doughnut economics

The Sustainable Development Goals inspired Kate Raworth to create social foun-
dations in the concept of Doughnut Economics. The Doughnut is an economic
model that allows us to visualise the components of sustainable development. This
model defines both social and planetary boundaries. Between social foundations
and the ecological ceiling is the safe and just space for humanity and a regenera-
tive and distributing economy (Raworth, 2017). The model takes into account the
following social foundations: food security, health, education, income and work,
peace and justice, political voice, social equity, gender equality, housing, networks,
energy and water (see Table 4.6). The main challenge for humanity is meeting the
above-mentioned social foundations without exceeding the ecological ceilings. An
initiative has been launched at the University of Leeds to use the Doughnut con-
cept to observe whether countries meet the basic needs of their inhabitants with
sustainable use of global resources (University of Leeds, n.d.). The following so-
cial indicators are used in their research: life satisfaction, healthy life expectancy,
nutrition, sanitation, income, access to energy and education (see Table 4.6). The
Doughnut model confirms that the boundaries of Social foundations of sustainable
development are usually exceeded by low-income countries, and the ecological
ceiling is overshot usually by highly developed countries (Fanning et al., 2022).

The social dimension in aggregated measures of sustainable
development

The social dimension of sustainable development is a very complex category
covering many aspects related to human well-being. Its inclusion in the overall,
aggregated measurement of sustainable development is based on a subjective as-
sessment of the importance of specific indicators (Fuchs et al., 2020). In this part
of the chapter, selected aggregated measures of sustainable development will
be presented. These measures take into account the social aspect of sustainable
development. The section also presents maps with the current data for selected
components describing social well-being.
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Table 4.6 The Doughnut — social indicators

Social indicator Description

Life satisfaction The national average of responses to the Gallup World
Poll’s Cantril life ladder question

Healthy life expectancy Number of years that an individual is expected to live
in good health (without major debilitating disease or
infirmity)

Nutrition Average calorific intake of food and drink per day

Sanitation Percentage of the population with access to improved
sanitation facilities

Income Percentage of the population living on more than $1.90
(2018 study) or $5.50 (2021 study) a day

Access to energy Percentage of the population with access to electricity

Education Gross enrolment in secondary school (i.e. the ratio of total

enrolment, regardless of age, to the population that is of
secondary-school age)

Social support The national average of responses to the question “If you
were in trouble, do you have relatives or friends you can
count on to help you whenever you need them, or not?”

Democratic quality Average of two Worldwide Governance Indicators: voice
and accountability, and political stability

Equality One minus the Gini coefficient of household disposable
income (i.e. after taxes and transfers), multiplied by 100

Employment Percentage of the labour force that is employed

Source: University of Leeds (n.d.).

Aggregated measures cover the dimensions of sustainability to varying de-
grees. There are measures, like the Living Planet Index, related just to one di-
mension (in this case ecological), and like the Happy Planet Index (HPI) that
takes into account two dimensions (ecological and social). And there are also
aggregated measures that cover all three dimensions of sustainability, for exam-
ple, the Genuine Progress Indicator (GPI) and Sustainable Development Index
(SDI) (Roman & Thiry, 2017). Table 4.7 presents selected aggregated measures
of sustainable development, taking into account the social aspect, and indicates
the components related to this dimension.

Happy Planet Index

The HPI was created by the New Economics Foundation in 2006. It incorporates
three elements: well-being, life expectancy and ecological footprint. Well-being
is based on data collected by the Gallup World Survey. In this survey respond-
ents are asked to use the Cantril Ladder to rate their quality of life on a scale
from 0 to 10 (0 being the worst possible life and 10 being the best possible life,
Wellbeing Economy Alliance, n.d.). The map below shows the diversity of well-
being in 2019.
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Table 4.7 Indicators related to social dimension in selected, aggregated measures of
sustainability

Measure Dimension of Components related to the social dimension
sustainability

Happy Planet Ecological, social Well-being, life expectancy
Index (HPI)

Sustainable Ecological, social,  Long and healthy life; knowledge
Development economic
Index (SDI)

Sustainable Ecological, social,  Basic needs, personal development and
Society Index economic health, a well-balanced society
(SSI)

Better Life Index ~ Ecological, social, = Community, education, civic engagement,
(BLI) economic health, housing, jobs, life satisfaction,

safety and work-life balance

Genuine Progress  Ecological, social, ~ Value of housework and parenting, cost of

Indicator (GPI) economic family changes, cost of crime, cost of

household pollution abatement, the value
of volunteer work, loss of leisure time,
the value of higher education, the value of
highways and streets, cost of commuting,
cost of motor-vehicle crashes

Source: Own study.

The following countries obtained the highest averaged results of the qual-
ity of life surveys in 2019: Finland (7.78), Switzerland (7.69), Denmark
(7.69), Iceland (7.53), Norway (7.44), Netherlands (7.43), Luxembourg
(7.40), Sweden (7.40), Israel (7.33), Ireland (7.25), Australia (7.23), New
Zealand (7.21), Austria (7.20), United Kingdom (7.16) and Canada (7.11).
On the other hand, the lowest values were recorded by the following coun-
tries: Ethiopia (4.10), Lebanon (4.02), Malawi (3.87), Burundi (3.78), Tan-
zania (3.64), Haiti (3.61), Lesotho (3.51), Botswana (3.47), Sierra Leone
(3.45), Zambia (3.31), Rwanda (3.27), India (3.25), Central African Repub-
lic (3.08), Zimbabwe (2.69) and Afghanistan (2.38, see Map 4.2).

The second component describing the social dimension of sustainable devel-
opment is the life expectancy of an average person. Data on the life expectancy
of an average person in a given country are from the United Nations Develop-
ment Program (Wellbeing Economy Alliance, n.d.).

The following countries achieved the longest life expectancy in 2019: Hong
Kong (84.9 years), Japan (84.6), Switzerland (83.8), Spain (83.6), Singapore
(83.6), Italy (83.5), Australia (83.4), Israel (83.0), Iceland (83.0), South Korea
(83.0), Sweden (82.8), France (82.7), Malta (82.5), Norway (82.4) and Canada
(82.4). The lowest values of the analysed feature were recorded in Guinea
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Map 4.2 Ladder of life in 2019 (scale 0-10)
Source: Own study based on HPI data.
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Map 4.3 Life expectancy 2019 (years)
Source: Own study based on HPI data.

(61.6), Burundi (61.6), Zimbabwe (61.5), Togo (61.0), Mozambique (60.9),
Congo (Kinshasa, 60.7), Eswatini (60.2), Cameroon (59,3), Mali (59.3), Cote
d’Ivoire (57.8), Nigeria (54.7), Sierra Leone (54.7), Lesotho (54.3), Chad (54.2)
and Central African Republic (53.3, see Map 4.3).
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Sustainable Development Index

SDI is a measure based on Human Development Index (HDI). HDI is the most
common composite index of well-being. It was launched in 1990 and is managed
by United Nations Development Programme. The indicator consists of three ele-
ments: long and healthy life (assessed by life expectancy at birth), knowledge
(measured by two indicators: mean of years of schooling for adults aged 25
years and more, expected years of schooling for children of school entering age)
and the decent standard of living (assessed by gross national income per capita,
UNDP Human Development Reports, n.d.b). HDI does not cover the ecologi-
cal dimension of sustainability. There is a link between HDI and CO, emissions
and material footprint per capita. Countries with high HDI typically have also
high CO, emissions and material footprint per capita. This correlation triggered
the creation of a new measure SDI. The numerator of SDI is based on the HDI
components, and the denominator takes into account the ecological overshoot
(Hickel, 2020). From the social perspective, the most important components of
SDI and HDI are long and healthy life and knowledge. Map 4.4 shows the ex-
pected years of schooling in 2021.

At the top of the ranking for expected years of schooling in 2021 are the fol-
lowing countries: Australia (21.1 years), New Zealand (20.3), Greece (20.0),
Belgium (19.6), Sweden (19.4), Iceland (19.2), Finland (19.1), Ireland (18.9),
Denmark (18.7), Netherlands (18.7), Grenada (18.7), Turkey (18.3), Norway
(18.2), Spain (17.9) and Argentina (17.9). The lowest positions in the ranking
took: Mauritania (9.4), Tanzania (9.2), Syrian Arab Republic (9.2), Burkina Faso
(9.1), Yemen (9.1), Senegal (9.0), Pakistan (8.7), Eritrea (8.1), Central African

Value

I 21,1
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Map 4.4 Expected years of schooling in 2021 (years)
Source: Own study based on UNDP Human Development Reports data.
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Republic (8.0), Chad (8.0), Sudan (7.9), Djibouti (7.4), Mali (7.4), Niger (7.0)
and South Sudan (5.5, see Map 4.4).

Sustainable Society Index

The Sustainable Society Index (SSI) was developed by the Dutch Sustainable
Society Foundation in 2006. Since 2019, the SSI has been managed by TH K&ln.
Now it is available for 213 countries/territories. The SSI is made up of three
dimensions of well-being: human, environmental and economic. These dimen-
sions are not aggregated in this measure (TH Koln, n.d.). Human well-being
consists of three categories and nine indicators:

1 Basic needs (sufficient food, sufficient drinking water and safe sanitation);

2 Personal development and health (education, healthy life and gender
equality);

3 Well-balanced society (income distribution, population growth and good
governance).

Each indicator is rated on a scale from 1 to 10, where 1 denotes the weakest
value and 10 denotes the strongest. The geometric mean is used to aggregate the
individual dimensions (Van de Kerk, 2008). Map 4.5 shows the values of the
human well-being dimension in 2018.

Value
9,70
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Map 4.5 SSI—human well-being dimension in 2018
Source: Own study based on TH Kéln data.
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The highest scores in the human well-being dimension of SSI in 2018 were
achieved by the following territories: Bermuda (9.7), Virgin Islands (9.5), An-
dorra (9.4), Gibraltar (9.3), Faroe Islands (9.1), Finland (9.1), French Polynesia
(9.1), Liechtenstein (9.1), New Caledonia (9.1), Hong Kong SAR, China (9.0),
Puerto Rico (9.0), Barbados (8.9), Denmark (8.9), Portugal (8.9) and Slovenia
(8.9). The lowest results were obtained by: Togo (4.4), Central African Repub-
lic (4.2), Yemen, Rep. (4.1), Congo, Rep. (4.0), Ethiopia (4.0), Guinea (4.0),
Uganda (4.0), Chad (3.9), Zambia (3.9), Congo, Dem. Rep. (3.7), South Sudan
(3.6), Guinea-Bissau (3.3), Somalia (3.3), Niger (3.2) and Equatorial Guinea
2.7).

Better Life Index

The Better Life Index (BLI) is an online, interactive tool, launched in 2011 and
designed for the Organization for Economic Co-operation and Development
(OECD) countries. The Better Life dashboard allows the user to set the level of
importance for 11 components, including the following social ones: community,
education, civic engagement, health, housing, jobs, life satisfaction, safety and
work-life balance. The indicator combines all three dimensions of sustainability
and it can be a good starting point in the discussion about what is essential from
a welfare perspective (OECD, n.d.).

Genuine Progress Indicator

The GPI was developed in 1995 as a variant of the Index of Sustainable Economic
Welfare. The GPI is a comprehensive sustainability indicator that incorporates
all its three dimensions. This index consists of 26 components grouped into three
categories. The social category is represented by the following elements: the
value of housework and parenting, the cost of family changes, the cost of crime,
the cost of household pollution abatement, the value of volunteer work, loss of
leisure time, the value of higher education, the value of highways and streets,
cost of commuting and cost of motor-vehicle crashes (Gross National Happiness
USA, n.d.). The GPI is a monetary measure, which distinguishes this measure
from those discussed above. The GPI is not yet ready for use in cross-country
comparisons, mostly because of the evolving methodology, a large number of
components and high data demands. So far, it has been estimated only for about
30 countries. However, the GPI is the indicator that measures overall well-being
by adjusting for several negative externalities. What is important, as a monetary
indicator, the GPI can be useful to evaluate the well-being impact of political
actions (including social policy, Berik, 2020).
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Conclusions

The complexity of the social dimension of sustainable development makes it
difficult to define and consequently to measure. Overall, the social dimension
covers problems related to human well-being such as poverty, hunger, health,
education, gender equality, energy supply, sustainable cities, peace and justice.
Each of those components can be measured by various indicators. Due to the
multifaceted nature of this dimension, it is necessary to define, explicitly and
precisely, what we want to measure and for what purpose.

Indicators describing the social dimension are elements of both disaggregated
and aggregated measures of sustainable development. The eight SGDs are di-
rectly related to social problems, and the social foundations are a key part of the
Doughnut model. Aggregated measures of sustainable development cover only
selected social aspects that require a subjective assessment of the importance of
the specific indicators.

Finally, a country’s income level has a great impact on the goals and meas-
urement of the social dimension, therefore, international comparisons should
be approached with caution. It also has a very big influence on the selection of
appropriate instruments of social policy to meet the most important challenges
of this dimension.
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5 Environmental sustainability
from the perspective of
political economy

Challenges and hope

Zofia Lapniewska

Introduction

Hope has a utopian function, claims the German philosopher Ernst Bloch
(1986).! 1t is neither a wish nor a fantasy, but an emotion that allows us to antici-
pate the future in the present. An emotion we experience when we read reports
on climate change, endangered species, or plastic pollution of the environment.
We hope that new technologies, the progress of science and the solidarity of
people, in particular of developed countries, will stop the ongoing changes and
the next generations will be able to continue to enjoy a high quality of life on this
planet using its resources. This chapter focuses on the most important environ-
mental challenges facing humanity. The latest figures I refer to paint the future in
rather dark colours and experts agree that action should be taken now. Using the
achievements of the political economy of sustainability, as well as feminist and
ecological economics, I point to proposals for actions that prefiguratively shape
the image of the economy of the future in the service of nature and society. This
unique contribution allows for a holistic view of the concept of environmental
sustainability, which is central to the other dimensions described in this book —
social and economic.

Environmental sustainability

Environmental sustainability is the foundation of overall sustainability, the in-
tegrity of all systems, including human-made social and economic systems.
René Passet (1979) illustrated this fact as three sets, wherein it is the biosphere
that determines the existence and prosperity of the other two (Figure 5.1).
Environmental sustainability means that people conduct their activities on the
planet (productive and reproductive) in such a way that it does not put pressure
on the environment leading to a loss of biodiversity and irreversible changes
in ecosystems. At the same time, the resources used are regenerated, well-
maintained and cultivated, so that future generations have equal chances for a
good life. Sustainability combines the concern for the natural environment and
its condition with the social and economic expectations of humankind. As early
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Figure 5.1 The economy embedded in the institutions of human society and in the
biosphere

Source: Martinez-Alier & Muradian, 2015, p.2; after Passet, 1979, p.4.

as 1965, in his famous essay “Earth as a Space Ship”, Kenneth Boulding wrote
about treating the planet as an entirety and humans as one of the species that
inhabit it:

Man is finally going to have to face the fact that he is a biological system liv-
ing in an ecological system, and that his survival power is going to depend on
his developing symbiotic relationships of a closed-cycle character with all the
other elements and populations of the world of ecological systems.
(Boulding, 1965)>

Although Boulding’s text clearly indicates the material boundaries of the planet,
describing it as a closed system, he did not take into account the constant supply
of (solar) energy to this system, which guarantees growth, support of life and
processing of materials (e.g. recycling) and goods that eventually go back to the
environment.

When the first definitions of environmental sustainability were created in the
early 1990s, the focus was primarily on protecting the sources of raw materi-
als and “ensuring that the sinks for human wastes are not exceeded, in order to
prevent harm to humans” (Goodland, 1995), which means the topic of “limits
to growth” (Meadows et al., 1972) in Anthropocene was continued. However,
this definition was broadened — as if in response to the Brundtland Commis-
sion report (WCED, 1987) — by including bio-geophysical aspects in the pub-
lication of the World Bank (Holdren et al., 1995), where the term “biophysical
sustainability” is defined as strengthening the integrity of systems supporting
life on Earth. The author also pointed out that both biological diversity and the
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bio-geochemical integrity of the biosphere (proper use and conservation of natu-
ral resources — land, water and air) are important. The topic of sustainability
was widely discussed at the beginning of the 21st century and was taken up by
many organisations (e.g. OECD, 2001). Reading these studies shows that the
central role in them is played not by the economy (and further growth), but by
the environment or harmony with it — as the Boulding essay indicates. Here,
ecological economics provided support, pointing out that the interdependence of
natural ecosystems and the economy should be considered, as well as the dimen-
sions of time and space (Xepapadeas, 2008, pp. 3258-3271). This is especially
important when we think about intergenerational justice and the ability of the
environment to regenerate, including irreversible changes, for example the pro-
spective loss of almost a million species that are currently endangered (IPBES,
2019, p. XVI); and on spatial justice, on the strength of which some species-rich
areas or reservoirs should be particularly well-protected (and extended) and oth-
ers, sensitive to climate change — where the life and health of people and other
species inhabiting them are endangered, for example by hurricanes and floods
in the countries of the Global South — should be strengthened and prepared for
weather shocks. Justice in this sense means that the countries that have con-
tributed most to climate change should be accountable for the effects of their
actions and first minimise their environmental impact (ideally to zero) and help
other countries to cope with these effects as well as to help them transform their
economies into zero- or low-carbon economies. Environmental economists (Par-
rique et al., 2019) agree that it is impossible to separate economic growth from
greenhouse gas emissions (a phenomenon known as “decoupling”). Therefore,
highly developed countries should move to the degrowth phase in order to leave
less-developed countries some space for development without exhausting the
planet’s resources and not leading to irreversible damage to the environment.
As part of the concept of environmental sustainability, scientists from the Stock-
holm Resilience Centre (SRC) indicate nine major planetary boundaries (Figure
5.2), the crossing of which “increases the risk of generating large-scale abrupt or
irreversible environmental changes” (SRC, 2022).

The areas of the “ecological ceiling” (Figure 5.2) were defined in 2009 by
28 scientists, invited to quantify the biophysical limits within which human-
ity will continue to develop and prosper for generations to come (Rockstrom
et al., 2009). The nine systems are climate change (measured by atmospheric
CO, concentration and change in radiative forcing), biodiversity loss (measured
by extinction rate), biogeochemical flows (measured by the amount of nitrogen
(N,) removed from the atmosphere and phosphorus flowing into the oceans),
change in land use (global land converted to cropland), novel entities (includ-
ing plastic pollution), freshwater change (division into green water from rainfall
and blue water consumed by people), ocean acidification, stratospheric ozone
depletion and atmospheric aerosol loading (not quantified yet). The first six lim-
its mentioned above have already been exceeded (Steffen et al., 2015; Persson
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Figure 5.2 The planetary boundaries framework

Source: J. Azote for Stockholm Resilience Centre, based on analysis in Persson et al., 2022; Wang-
Erlandsson et al., 2022 and Steffen et al., 2015.

et al., 2022; Wang-Erlandsson et al., 2022). As indicated in the last report of the
Intergovernmental Panel on Climate Change (IPCC), this is the last warning, and
we are already on the path of no return (IPCC, 2022). Complementary to the il-
lustration of boundaries above (Figure 5.2), is the concept of “the doughnut” by
Kate Raworth (2017). On the one hand, the author takes into account the bound-
aries of biophysical systems determined by the SRC, and on the other, she adds
the necessary socio-economic minimum that defines the conditions that must be
met for humans to live in harmony and flourish (side by side with other species).
Since this concept was presented in detail in the previous chapter, I will not be
discussing it here. Rather, my intention is to emphasise the interpenetration of
all three areas (Figure 5.1) and their close interdependence, which we must con-
sider when designing economic or social changes, guided by the precautionary
principle (Article 191 of the Treaty on the Functioning of the European Union).
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Main challenges for environmental sustainability

Although it would seem that the critical reflection on the influence of humankind
on climate change appeared in the public discourse relatively recently, the first
observations of the influence of excessive concentration of CO, in the atmos-
phere on its heating by sunlight were made by Eunice Newton Foote in 1856
(Sorenson, 2011). She concludes her discovery with the words:

An atmosphere of that gas would give to our earth a high temperature; and if
as some suppose, at one period of its history the air had mixed with it a larger
proportion than at present, an increased temperature from its own action as
well as from increased weight must have necessarily resulted.

(Newton Foote 1856, p. 383)

It can be said that her warning from the period of the first industrial revolution
was understood by us only, the witnesses of the fourth, over 150 years later.
What is the condition of the planet’s environment today? What is the diagnosis
by the most important research institutions?

The latest comprehensive IPCC publication “Sixth Assessment Report: Im-
pacts, Adaptations and Vulnerability”, is the best source of data we currently
have about the changing climate. The report was based on the analysis of 18,000
scientific studies by 278 authors from 65 countries (IPCC, 2022). They inform
that even if we manage to stop the temperature rise at 1.5 degrees Celsius com-
pared to the pre-industrial period, sea levels will rise, the ice cover will largely
melt, and some ecosystems will be irretrievably lost. The authors calculate that
in the “carbon budget” we only have 510 gigatonnes of CO, equivalent left,
while in the decade 2010-2019 we emitted an average of 56 gigatonnes into the
atmosphere annually (IPCC AR6 WG 111, 2022, p.4). They also note that 34—
45% of global emissions are produced by the richest 10% of households (IPCC
AR6 WG III, 2022, p. 8). To stem the current rise in temperature, which is head-
ing towards 3 degrees Celsius in 2100, it is necessary to reduce CO, emissions
by 48% and emissions of methane (mainly from livestock) by one-third by 2030,
and in the following years, consistently reduce coal consumption by 95%, oil by
60% and gas by 45% by 2050. The report was prepared before Russia’s aggres-
sion against Ukraine, so on the one hand, huge amounts of CO, are emitted as
a result of destruction and weapon production, and on the other, restrictions on
fossil fuels trade with Russia may contribute to a faster energy transformation
(at least in European countries). The scientists preparing the report developed
over 1,000 scenarios based on the Paris Agreement (see Chapter 1 in this book),
of which only a little over 100 predict that the temperature rise will be kept
below 2 degrees Celsius (IPCC, 2022). They all assume that apart from a radi-
cal reduction in emissions, new negative emission technologies will have to be
used to recover CO, previously emitted. For now, however, humankind does
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not have such technologies (Kolbert, 2021). Those tested leave more questions
unanswered than they answer, and caution is advised, bearing in mind that many
of the modernisation projects to date have had unpredictable disastrous effects
(such as the drying up of the largest inland lake — the Aral Sea).

Considering the different scenarios of events, one should also bear in mind
the climate tipping points. Such critical points are reached when even minor
amounts of additional climate forcing (e.g. greenhouse gas forcing) trigger an
abrupt, qualitative and irreversible change in part of the climate system. Timothy
M. Lenton (2021) identifies three types of climate subsystems in which such
critical points can be recognised: the cryosphere (melting of glaciers), circula-
tion of the atmosphere/ocean (increased risk of heat waves and floods) and the
biosphere (collapsing permafrost). With the current knowledge about them, it is
necessary to include the risk to these systems in the accounts of the social and
economic costs of climate change, which may jump — if they are exceeded —
even by an order of magnitude (Cai et al., 2016).

The second important team working in parallel to the IPCC is Intergovernmen-
tal Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES),
which published “The Global Assessment Report on Biodiversity and Ecosys-
tem Services” (IPBES, 2019). Both bodies — IPCC and IPBES scientists — met
for the first time in 2020 and issued a joint report indicating possible actions to
preserve biodiversity and at the same time reduce emissions (cautioning against
selective climate action which can contribute to the collapse of biodiversity). In
its publication, prepared by 150 experts from 50 countries, IPBES emphasises
that marine and terrestrial ecosystems are so far the only sinks of anthropogenic
CO, emissions, with a gross sequestration capacity of 5.6 gigatonnes of carbon
(the equivalent of sinking 60% of global emissions). These systems, however,
shrunk by an average of 47% from their estimated natural baselines (p. XX-
VIII). The loss of marine ecosystems, including coral reefs and coastal habitats,
puts people and other organisms living in these zones at risk from floods and
hurricanes (approximately 100-300 million people). Not only are the oceans
experiencing the cumulative effects of climate change, but also the land, 75% of
which has changed significantly, including soil degradation that has reduced the
productivity of 23% of the world’s land area. Additionally, it is estimated that up
to USD 577 billion of annual global crop production is threatened by pollinator
loss. 85% of wetlands are lost, and 32 million hectares of primary forests were
burned or cleared in 2010-2015 alone (IPBES, 2019, pp. XXVI-XXXI). Wild
mammal biomass has decreased by 82.5% (since prehistory) and about one mil-
lion species are threatened with extinction (IPBES, 2019, p.242). World Wide
Fund for Nature concludes: “Data from the United Nations Environment Pro-
gramme shows that, per person, our global stock of natural capital has declined
by nearly 40% since the early 1990s, while produced capital has doubled and hu-
man capital has increased by 13%” (WWF, 2020, p.7). This balance reflects the
seriousness of the current situation and points to the critical need for immediate
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protective measures. Such actions were already undertaken over a decade ago,
when Parties to the Convention on Biological Diversity adopted the “Strategic
Plan for Biodiversity 2011-2020 and the Aichi Targets: Living in Harmony with
Nature” (CBD, 2012). 20 targets were set within five strategic goals:

address the underlying causes of biodiversity loss by mainstreaming biodi-
versity across government and society; reduce the direct pressures on bio-
diversity and promote sustainable use; improve the status of biodiversity by
safeguarding ecosystems, species and genetic diversity; enhance the ben-
efits to all from biodiversity and ecosystem services; enhance implementa-
tion through participatory planning, knowledge management and capacity
building.

(CBD, 2012)

As demonstrated in the “Global Biodiversity Outlook 5” none of them has
been fully achieved and only six targets have been partially accomplished
(SCBD, 2020, p.10). Experts, including scientists, know this data well, but
they do not inform the public as they do not want to take responsibility for
causing panic (Dupuy, 2009). Despite this fact, the reports cited here received
wider media coverage and in 2018 a massive global movement, Extinction
Rebellion, was formed (XR, 2022). It has become clear to everyone that by
maintaining our lifestyle in its present form, we ourselves will make humans
an endangered species.

Another important challenge for environmental sustainability which we failed
to realise for a long time is the acidification of the oceans. This is one of the most
important changes in the properties and chemical composition of the planet in
30 million years. 30% of the CO, from the atmosphere is absorbed by the ocean.
A chemical reaction takes place that releases H+ protons which lower the pH
of the oceans (Barker & Ridgwell, 2012). Over the past 200 years, the pH of
the surface ocean waters has fallen by 0.1 pH units. It does not seem like much
until we realise that the pH scale is logarithmic, so this change corresponds to a
25% increase in acidification, which is predicted to drop even further (from the
current 8.1 to even 7.8 (Orr et al., 2005) — which can be compared to a meteor
hitting the planet). In conditions of higher acidity of the oceans, the mineral
calcium carbonate (CaCO,), which is the building block of many marine organ-
isms such as algae and corals, dissolves, so, for example, floating sea snails will
have problems with building their shells, as will molluscs living on the bottom
in the polar regions, and if these crustaceans are unable to locate suitable habi-
tat, the entire food web will be at risk. Of course, the ocean can handle itself by
neutralising acidity, but natural processes such as the dissolution of carbonate
deposits at the bottom of the ocean or the weathering of rocks on land take many
hundreds of thousands of years to occur (Ridgwell & Schmidt, 2010) and by
then we might not be here anymore.
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The last challenge presented here is plastic (polymeric material) contamina-
tion. Humans produce 400 million tonnes of plastic waste per year and less than
10% of seven billion tonnes of existing plastic waste has been recycled so far
(UNEP, 2022). Up to 200 million tonnes of plastic is estimated to have found
its way into the oceans (and still a truckload of plastic is dumped every minute).
According to WWEF, there will be more plastic than fish in the world’s oceans by
2050 (WEF, 2016). Non-biodegradable, single-use plastic products and packag-
ing materials (50% of the total production) are often mistaken for food by ani-
mals, clog drainage systems and litter landscapes (Moore, 2022). Large amounts
of plastic floating in the oceans are also microplastics (fragments of any type
of plastic less than 5 mm in length), the presence of which is estimated at 24.4
trillion pieces in the upper oceans, with a combined weight of 82,000-578,000
tonnes—or the equivalent of ca. 30 billion 500-ml plastic water bottles (Kyushu
University, 2021). We eat them, we inhale them and we drink them every day.
Most plastic ends up in the ocean via Asian rivers (around 80%) and a huge part
of plastic waste is exported (in 2021 it was 4.45 million t) (Ritchie, 2022). To
deal with the problem of plastic pollution in the oceans (and beyond), Hannah
Ritchie (2022) points out two things: “scale waste management systems in rich
countries; the fact that they are exporting waste overseas suggests they have
under-invested in practices at home; and, importantly, improve waste manage-
ment infrastructure and practices in low-to-middle-income countries, as this is
where most plastic pollution originates”.

In conclusion, the challenges presented here do not exhaust the topic of an-
thropogenic impact on the environment, but I believe that a good diagnosis,
based on proven scientific sources, is necessary to be able to place a credible pic-
ture of the catastrophe that awaits us in the future, in order to prevent it (Dupuy,
2009). If the data provided in this chapter is convincing and we consider that the
IPCC scenarios are credible and we are facing a global climate crisis, is there —
apart from a few solutions suggested (known as “end-of-pipe technologies) — a
systemic approach to the transformation towards a new environmentally sustain-
able system? Can political economy respond to the challenges above?

Proposals for actions and hope

Contemporary political economy shows the direction of the necessary economic
changes, emphasising the need to move away from the paradigm of economic
growth (Hausknost, 2017) and the need for operationalisation of “sustainable
degrowth” as a transition to a new socio-metabolic regime (Haberl et al., 2011,
p-11). The term “social metabolism” means the full flow of materials and energy
necessary to sustain all human activities on the planet. Industrial society today
uses four to six times more energy per capita than members of the agrarian soci-
ety and five times more materials (Haberl et al., 2011, p. 2) and there are seven
times more of us in the world than at the edge of the industrial revolution. Hence,
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the proposal of a “post-growth” economy and a fair transition to “prosperity be-
yond growth”, which should be operationalised as environmentally sustainable,
guarantee a high quality of life and social inclusion (Koch, 2017, p. 441). In a
sustainable economy, the exchange between society and natural systems would
be such that it only benefits from flows and could go on indefinitely if stocks/re-
sources were left unchanged (save natural changes) (Georgescu-Roegen, 1971,
ch.9; Dafermos et al., 2017). With a stable population and stock of physical
wealth while keeping the lowest feasible rates of energy and matter through-
put in production, distribution and consumption, a ‘“steady-state economy”
may be achieved, the goal of which will not be growth, but providing social,
individual and ecological prosperity in non-growing economies (Koch, 2017,
p-441). Reaching this state requires radical changes in systems of provisioning,
production systems (incl. changes in supply chains) as well as ways of obtain-
ing resources. New global and local institutions would be needed to coordinate
these processes and (re)distribute wealth and income, which would consider the
production capacity and conditions of different regions in the world as well as
the social needs of their inhabitants. Max Koch proposes creating institutions
similar to those that were established in Bretton Woods — “powerful enough to
limit and steer capital valorisation in accordance with ecological laws” (Koch,
2017, p. 440). These institutions would define greenhouse gas emission limits
for companies, countries and individuals, as well as energy standards for build-
ings, efficiency and carbon use for vehicles, land use, urban development etc.
Other economists also write about carbon taxes on material intensity and about
legal regulations for limiting the acquisition and consumption of materials in a
transition towards a low-carbon economy (Spash, 2011; ECA, 2022). Although
in this chapter the most important is environmental sustainability, including the
emphasis on ecological scarcity and limited resources intended for competing
ends, political economy also points to competing people and power relations
in societies which — as more or less formal institutions — decide who will re-
ceive resources (social groups or classes) and who will not (Boyce, 2002, p. 7).
The transition to a socially and environmentally sustainable economy requires a
deeper political reflection on possible actions based on power relations and on
the inequalities that exist and may emerge both in the pursuit of the post-growth
economy and the final vision of a stable-state economy.

Putting theory into practice — can this be measured? Apart from the global
reports discussed in the previous section, are there indicators that diagnose, at
least at the national level, how countries are doing in their efforts to achieve
greater ecological sustainability? One of the main modern synthetic indicators is
Environmental Performance Index (EPI) developed by scientists from the Yale
Center for Environmental Law & Policy and the Center for International Earth
Science Information Network at Columbia University (Wolf et al., 2022). EPI
applies a proximity-to-target approach, where the chosen set of policy targets is,
when possible, based on international treaties and agreements (Emerson et al.,
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2010, p.13). EPI is an important policy driver that can stimulate debate on meas-
ures to be taken by governments to achieve a desirable state of environmental
sustainability in the country. The second important indicator that makes a diag-
nosis of how much our consumption is abusing the planet’s capacity to provide
resources and absorb waste — is Ecological Footprint — prepared by World Wide
Fund For Nature (WWEF, 2016). WWF uses a unit called “global hectare” (gha)
which represents “a biologically productive hectare with world-average produc-
tivity”. The latest calculations show that in 2020 the earth’s total biocapacity
was 1.6 gha per person, while humanity’s Ecological Footprint was 2.5 gha per
person, that is, to cover our consumption needs, we would need an additional
75% of a planet like Earth to balance it (WWEF, 2020, p. 57). There are many
other indicators — the above two were only intended as an illustration, in addition
to the previously presented reports and theories.

So, is there any hope for “bending the curve of terrestrial biodiversity” (after
Leclére et al., 2020) and avoiding a climate catastrophe? Scientists say yes. For
this, however, a pre-figurative, solidary and coherent policy for the entire planet
is needed. Prefiguration assumes that the goals we set for ourselves are achieved
with the means that we use every day. So, choosing the right means at this point
will shape the nature, society and economy of the future they already embody
(Leach, 2013). With better information, we could make better-informed choices,
bearing in mind that all real economic processes are irreversible, so we can use the
available, limited natural resources and energy only once, while also being aware
that they will eventually end up in the environment (physical goods and waste
heat). In this regard, social movements conclude that hidden costs (externalities)
should also be included in economic accounts (e.g. in the prices of sold items).
Extinction Rebellion demands full environmental reporting from governments and
adequate preparation for weather shocks, natural disasters and the risks that lie
ahead in the decades to come (XR, 2022). I would add, using the achievements of
feminist economists, that social change would also require care (preferably in the
post-humanistic sense) and the solidarity (preferably planetary) that we are capable
of, as demonstrated during the Sars-CoV-2 outbreak (Lapniewska, 2022b). A pre-
figurative policy that allows for the actions taken by social movements, if shaped
in a democratic way, would create a community imagined by Bloch —a community
capable of collective action through hope, a shared emotion that allows us to antici-
pate (imagined, stable and environmentally sustainable) the future in the present.

Conclusions

In this chapter, I have introduced the concept of environmental sustainability,
referring, on the one hand, to the historical context and etymological roots of its
changing meaning, and on the other to the latest state of research showing this
sustainability in relation to the biophysical boundaries of the planet. The diagno-
sis, based on the latest IPCC and IPBES reports, although shocking, is to be used
to visualise the catastrophe, and thus to formulate specific steps to move towards
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a new socio-metabolic regime of sustainable degrowth in order to prevent said
catastrophe. The holistic view of environmental sustainability presented herein,
being the foundation for our social and economic sustainability, is political in the
sense of reflecting on our individual impact on the natural environment (e.g. by
using the presented indicators) and creating a community imagining the future,
the elements of which are implemented by us now (prefiguration), and pressur-
ising governments to take the transformation seriously. Finally, I would like to
add that my chapter is not about sustainable development, which is a different
discussion (often pointing to economic growth as a precondition for develop-
ment), but it is written in buen vivir (the good living) spirit, which the Argentine
philosopher Walter Mignolo describes as follows:

The good living’ — or ‘to live in harmony’ — is an alternative to ‘develop-
ment’. While development puts life at the service of growth and accumula-
tion, buen vivir places life first, with institutions at the service of life. That is
what ‘living in harmony’ (and not in competition) means.

(Mignolo 2009, p. 31)

Wouldn’t such an approach be close to Bloch? Hope, according to him, has an
emancipatory function, and utopian dreams can come true, which is why it is so
important to look today at this desired “furthest and brightest horizon” (Bloch,
1986, p.75).

Notes

1 In this chapter, I use fragments of my text “Objects, prefiguration and embodied
experiences: economy for society” (Lapniewska, 2022a).

2 The text was written when concepts such as gender, race and class (the so-called holy
trinity Dhamoon, 2011, p. 5) were not yet discussed in the mainstream.

3 End-of-pipe technology is an approach that focuses on the elimination of harmful
substances from the generated waste, e.g., by filtering them or cleaning them chemi-
cally or mechanically, before discharging them into the environment, criticised for
the lack of reflection on waste generation in general in the production/distribution/
consumption processes, e.g., through responsible and sustainable design (EEA,
2022).
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6 Multiple perspectives on
sustainable development

Agnieszka Zak

Introduction

Since the 1990s, sustainability has become a global issue that is receiving in-
creasing attention (Ruggerio, 2021). It is a multidimensional endeavour to
achieve a higher quality of life for all people (United Nations & Annan, 1997)
in accordance with the anthropocentric concept of inter- and intra-generational
equity (Spangenberg, 2004). Sustainability has many different implications and
definitions. Some of these definitions and interpretations overlap, while others
openly compete and contradict each other (Mazi, 2015). The most commonly
cited one was developed by the UN Brundtland Commission (World Commis-
sion on Environment and Development, 1987) and centres around the concept
of intergenerational justice. Due to its complexity, the concept of sustainability
is being studied by many different scientific disciplines. In addition, the issue
can be considered on both a macroeconomic and microeconomic scale. Thus,
sustainability is widely presented in many books, research papers, agreements
and treaties (D’Alisa, 2007).

Economic development, social development and environmental protection
are interdependent and mutually reinforcing elements of sustainability (United
Nations & Annan, 1997). In the literature, this concept is known as “3Ps” —
people, profit, planet (UN General Assembly, 2015) and “triple bottom line—TBL”
(Elkington, 1998). As Purvis writes, the concept of “sustainable develop-
ment” uses three interrelated “pillars” (Black, 2007), “dimensions” (Lemke &
Bastini, 2020; Redclift, 1991), “components” (Du Pisani, 2006), “stool legs”
(Dawe & Ryan, 2003), “aspects” (Lozano, 2008) or “perspectives” (Brown
et al., 1987). The coherence of these three key elements is essential for achieving
sustainable development (UN General Assembly, 2015).

Classical sustainability, as traditionally conceived, presents a fragile, vulner-
able, incomprehensible and rigid concept rather than a holistic and dynamic one
(Raed Najjar, 2019). However, if we treat sustainable development as an evolu-
tionary (Nonaka & Toyama, 2005) and dynamic (Bertinelli et al., 2008) concept
we find that “sustainability” remains an open concept with myriad interpreta-
tions and understandings depending on the context (Purvis et al., 2019).
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The purpose of this chapter is to review the concept of the various dimensions
of sustainable development. The three basic dimensions have been thoroughly
discussed in the previous sections. In contrast, publications on a broader view
of the dimensions of sustainable development are analysed below, of which be-
tween four and seven, are listed. The author’s intention was to objectively pre-
sent the multidimensional concepts present in the literature, without comparing
or evaluating them.

Multiplicity in the perception of sustainable development

In the process of creating the literature knowledge base, the international scien-
tific electronic database Scopus was used. The subject of the analysis was the ti-
tles, subjects and abstracts of English-language, open-access articles containing
the term “dimensions of sustainable development.” Initially, 128 articles were
received. Most of them, however, dealt with three dimensions. The resulting
collection of publications was supplemented with peer-reviewed articles from
the Google Scholar online database and bibliographic items obtained using the
“snowball” technique (Greenhalgh & Peacock, 2005). In the end, nearly 30 ar-
ticles corresponding to the scope of the chapter were extracted for analysis. The
main part of the text was divided into 4 subsections, devoted successively to
four, five, six and seven dimensions of sustainability (see Table 6.1).

Table 6.1 lists publications with the number of dimensions, their names and
authors. There is a wide variety of concepts, names and characteristics of dimen-
sions in the literature. Thus, for example, in publications devoted to the four
dimensions, one can find at least five different statements on several industries
(Cheng et al., 2009; Gallopin et al., 2014; Ke et al., 2021; Koff et al., 2022; Li
etal., 2021; R. Najjar, 2022).

Four dimensions

In publications that list four dimensions of sustainable development, the most
common are as follows: environmental, social, economic and institutional di-
mensions (Avila et al., 2017; Hersen et al., 2019; Laxe et al., 2017; Lizama-
Pérez et al., 2018; Londofno-Pineda et al., 2021; Spangenberg, 2004; Toumi
et al., 2017; UN-CSD, 2007; Valentin & Spangenberg, 2000).

The United Nations Commission on Sustainable Development (UN-CSD)
considers the institutional dimension, along with the other three (economic,
social and environmental), to be at the core of sustainable development (UN-
CSD, 2007). Following this, these four dimensions are mentioned by authors
such as (Londofio-Pineda et al., 2021; Toumi et al., 2017). Very broadly de-
fined, institutions for sustainable development should be understood as the
rules by which decision-making for sustainability and its implementation are
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Table 6.1 Results of the literature review on the dimensions of sustainable

development
Number of  Name of dimensions Authors
dimensions
4 Economic, social, environmental/ (Avila etal., 2017; Hersen
ecological, institutional etal., 2019; Laxe et al., 2017,
Lizama-Pérez et al., 2018;
Londono-Pineda et al., 2021;
Spangenberg, 2004; Toumi
etal., 2017; UN-CSD, 2007,
Valentin & Spangenberg, 2000)
Economy, society, environment, (Lietal., 2021)
coordination
Economic, social, environmental, (Koff et al., 2022)
security
Environmental, economic, social, (Keetal., 2021)
transportation efficiency
Economic, ecological, (Cheng et al., 2009)
environmental, multi —
dimensions
Economic, social, ecological, (Gallopin et al., 2014)
political — institutional
Social, economic, environmental, (R. Najjar, 2022)
cultural-historical
5 Economic, social, ecological, the (Allen, 2009)
built environment, political
Economic, social/ethical, (Bhattacharyya, 2012; Ebrahimi
environmental, technical and & Rahmani, 2019; Iddrisu &
institutional Bhattacharyya, 2015; Ilskog,
2008)
New five-dimensional (Iribarnegaray & Seghezzo, 2012;
sustainability triangle: Place, Seghezzo, 2009)
Permanence, Persons
Ecological, social, economic, (Tomaskinova et al., 2019, 2021)
cultural, safety
6 Moral, ecological, social, (Pawtowski, 2008)
economic, legal, technical,
political
7 Ecological, political, ethical, Vogt and Weber (2019)

socio-economic, democratic,
cultural, theological

Economic, social, environmental,
legal, political, ethical and
cultural

(Gonzalez et al., 2021)

Source: Own elaboration.

organised (Spangenberg, 2004). Most human activities, individually or col-
lectively, involve all four dimensions, or at least the social and institutional
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dimensions (Spangenberg, 2004). Every use of natural resources relates to the
environmental dimension, and every exchange of goods and services is eco-
nomic. Since they are ubiquitous in human life, sustainable development can be
understood as a normatively defined group of specific configurations in all four
dimensions, characterised by the fact that their synergistic interaction produces
multiple feasible paths leading to the stable development of the entire system.
On the other hand, Gallopin in their publication conducted a discussion of sus-
tainability and sustainable development in conceptual and visual terms (Gallopin
et al., 2014). The authors consider these two perspectives to be complementary.
The visual discussion compares integrated visualisations of sustainability and
sustainable development, including not only the three basic dimensions but also
the political-institutional dimension. In addition, the publication lists several
other dimensions (ethical, cultural and global), without, however, providing
their characteristics.

An interesting, holistic view of the four dimensions is proposed by Najjar
in the model four dimensional spatial sustainability (Raed Najjar, 2019). This
model makes it possible to study the past, present and future of spatial sustain-
ability on local and global scales. Sustainability in its classical definition ex-
hibits significant temporal limitations in terms of spatial-linear analysis, since
it includes only two categories: present and future. The lack of the past tense
generates risks, threats and even problems, because it also ignores other very
important aspects — cultural and historical dimensions (Raed Najjar, 2019). Naj-
jar believes that while culture characterises a community’s identity, history is its
mirror through which its deep-rooted stories, traditions and symbols can be read.
Both culture and history reflect and establish temporal bridges between people
and places. The primary goal of this dimension is to better understand and sus-
tain the community’s culture and history to preserve it as much as possible but
also to maintain community development.

Cheng et al., in the analysis of sustainability, use a four-dimensional model:
economic, ecological, environmental and multi-dimensions (Cheng et al., 2009).
Within the framework of the “multi-dimensions” concept, the authors undertake
considerations for the analysis of pairs of aspects: temporal versus spatial scale,
capital versus assets, process versus capability, or means versus objectives. An-
other dimension is unsustainability, which in many cases, may become a more
useful concept. People who have different opinions on the definition of sustain-
ability may find out that they do have the same opinion about unsustainability,
and they can work together to find the factors of unsustainability, their cause and
the countermeasure to overcome them. In turn, Macnaghten and Jacobs, pointed
out that it should pay more attention to cultural factors that control and support
public participation in sustainability activities (Macnaghten & Jacobs, 1997).

In Li et al., in the context of research on risk in Mega Infrastructure Projects
(MIPs), implemented in sectors that significantly affect the economy, national
security, environmental protection and society (Flyvbjerg, 2014), here is, in turn,
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a dimension of coordination (Li et al., 2021). Their implementation involves
various project risks (Kardes et al., 2013). The authors emphasise that consid-
eration of the coordination dimension is necessary to explore potential risks that
may lead to imbalances in the three key pillars.

Koff et al. define sustainable development through the approach promoted by
Agenda 2030, which includes economic aspects, social justice, environmental
protection and human security (Koff et al., 2022; UN General Assembly, 2015).
Although security is not traditionally considered a dimension in the SDGs, the
authors included it because, on the one hand, the “securitisation” of sustain-
ability (Raco, 2007) is increasingly occurring at the supranational and national
levels, and on the other, it has a local context (and security can be a priority
political issue).

The review of publications on the four dimensions closes with an article on
the SDGs, which has a term in the abstract identical to the title of this chapter
(multiple perspectives on sustainable development). The authors (Hajer et al.,
2015) propose four combined perspectives that can reinforce the universal rel-
evance of the Sustainable Development Goals (SDGs). However, they caution
against a situation in which the SDGs and targets may carry the risk of not meet-
ing expectations due to “cockpit-ism.” This term implies the illusion that top-
down leadership by governments and intergovernmental organisations can solve
global problems on their own. To counter this, new agents of change such as
businesses, cities and civil society need to be further mobilised. A variety of
perspectives on sustainability are needed for this: “planetary boundaries” (to
reinforce the urgency of solving environmental problems), “the safe and just
operating space” (to highlight the interconnectedness of social and environmen-
tal problems and their distributional consequences for industrialised countries
and emerging economies), “the energetic society” (to develop responses to en-
vironmental change) and “green competition” (to stimulate innovation and new
business practices). These four ideas can strengthen the link between the afore-
mentioned entities, and thus support the universal relevance of the SDGs.

Five dimensions

In 2015, all UN member states adopted the 2030 World Development Strategy.
The 2030 Agenda takes into consideration different realities, opportunities and
levels of development, taking into account the policies and priorities adopted in
each country (UN General Assembly, 2015). As mentioned earlier, the 17 SDGs
contained therein can be divided into 5 areas, referred to as the “5Ps: people,
planet, prosperity, peace and partnership. By adding two key components: partner-
ship and peace, the traditional idea of sustainability has taken on a new and richer
meaning. True sustainable development lies at the heart of these five dimensions
— it cannot be realised in the absence of peace and security, and peace and security
will be compromised without sustainability (UN General Assembly, 2015).
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The need to redefine the concept of sustainability is also pointed out by
Seghezzo, in his proposed concept of sustainability (Seghezzo, 2009). Accord-
ing to him, a new conceptual framework is needed to address sustainability is-
sues, incorporating territorial, temporal and personal aspects of development
(Seghezzo, 2009). He believes that space, time and human aspects are not inde-
pendent of each other and interact in complex ways. Therefore, he proposes an
alternative triangle of sustainability formed by the “new 3Ps”: “Place”, “Perma-
nence” and “Persons”. Place, is the three-dimensional, physical, geographic, as
well as culturally constructed space in which we live and interact, Permanence is
the fourth dimension of time, and the category of Persons is symbolic of people
as individuals, not as undifferentiated members of society.

Place and Persons, the base of the triangle, represent “real”, objective and
concrete things that exist in the present. Sustainability is a more “ideal,” ab-
stract and subjective projection of events from other corners into the future. The
five-dimensional framework of sustainability is, according to this author, prob-
ably more accessible and useful for outlining concrete policies for sustainable
development.

Place is an important component of social cohesion that helps build a sense
of belonging to a culture. Geographic and cultural “place” is where intra-
generational equity can be pursued (Iribarnegaray & Seghezzo, 2012). Perma-
nence is the fourth dimension of time (t). It is essential for describing medium
and long-term intergenerational equity issues and dealing with the future envi-
ronmental consequences of current actions and inactions. The concept of place
is not complete until a temporal component is included, for a sense of belonging
to a place is often associated with things that took place at different, sometimes
distant times. The concepts of justice and equality, while necessary to build a
more sustainable world, are probably not sufficient to include a number of more
personal aspects. These are the reasons why Seghezzo believes that the con-
cept of sustainability should include a fifth and human dimension — Persons
(1), necessary to deal with issues of identity, human rights, sense of belong-
ing and personal happiness. The author cites numerous studies (Marks et al.,
2006; O’Neill, 2008), that suggest that happiness and well-being are related to
autonomy, freedom, achievement and the development of deep interpersonal re-
lationships. Personal involvement may play a special role in the pursuit of better
intergenerational justice (Iribarnegaray & Seghezzo, 2012).

Other authors have also written about the need to address the five dimensions
of sustainability, in different contexts and industries (Allen, 2009; Bhattacha-
ryya, 2012; De Carvalho et al., 2015; Ebrahimi & Rahmani, 2019; Iddrisu &
Bhattacharyya, 2015; Ilskog, 2008; Tomaskinova et al., 2021).

For example, in the energy industry, research by (Bhattacharyya, 2012; Ebra-
himi & Rahmani, 2019; Iddrisu & Bhattacharyya, 2015; Ilskog, 2008) showed the
need for a modified model. Iddrisu and Bhattacharyya (Iddrisu & Bhattacharyya,
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2015), following (Bhattacharyya, 2012; Ilskog, 2008) concluded that assessing
the sustainability of a country’s energy system is a five-dimensional issue, in-
cluding social, institutional, economic, environmental and technical dimensions.

Another author, who analyses the five-dimensional model of sustainabil-
ity is Allen (Allen, 2009). Referring to the urban context, he mentions the
dimensions of economic sustainability, social sustainability, environmental
sustainability, the sustainability of the built environment and political sus-
tainability. By analysing the essence of each of these aspects, it is possible
to conclude that effective use of sustainability resources brings long-term
benefits, ensures a certain standard of living, respects cultural heritage and
cultural diversity, takes into account the interaction between the state and the
use of environmental resources, buildings and infrastructure does not destroy
and erode the environment. Political sustainability, which governs the other
four dimensions involved in the relationship, is the unifying component of
this model (Allen, 2009).

On the other hand, in the context of protected area management strategies
(Tomaskinova et al., 2021), it was emphasised that the development of protected
areas towards sustainability requires new features, improved concepts and tools
for new ways of planning. The authors highlight that protected area manage-
ment strategies must take into account five dimensions of sustainable develop-
ment, which cover a broad portfolio of scientific disciplines: ecological, social,
cultural, economic and security (Tomaskinova et al., 2019). The authors believe
that the benefits of sustainably integrating each dimension are so universal that
they can apply to many sectors (Tomaskinova et al., 2021).

Six dimensions

An original approach to the issue of dimensions of sustainability is presented
by A. Pawlowski, who, in the spirit of philosophical and moral considerations,
proposes a six-dimensional construct (Pawtowski, 2008). The author sees sus-
tainable development as a programme that integrates various spheres of human
activity, often seen as separate from the past. Underlying this approach is the
moral conviction, familiar from WCED’s (1987) definition, of humanity’s re-
sponsibility for nature, now and in the future. Integration means achieving order
in each of the dimensions proposed by the author, which include: the moral
dimension; the ecological dimension, the social dimension, the economic di-
mension, the legal dimension, the technical dimension and the political dimen-
sion. Pawtowski sees a hierarchical relationship in sustainable development:
the highest dimension is moral issues, the next level is the ecological, social and
economic dimensions, and finally the legal, technological and political dimen-
sions. Full integration of these three levels is needed, but extremely difficult to
achieve.
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Below is a brief description of each dimension:

The Moral Dimension — according to Pawtowski, the principle of sustainable
development is something of an ethical imperative. He refers to earlier philo-
sophical concepts, particularly Hans Jonas’ ethics of responsibility (Jonas,
1985). Jonas’ imperative of responsibility, which concurs with the concept
of sustainability formulated later, has two dimensions. The first relates to the
existence of a future for humanity, in general, and the second relates to the
conditions of the future. Jonas’ considerations were based on the philosophy
of technology, paying attention to moral issues arising from the enormous
technological power at the disposal of humans. Human technological power
can be destructive not only to humans but also to nature. Protection of the
latter is linked to the ecological dimension of sustainability.

The Ecological Dimension — is related not only to the protection of nature and
landscape but also indirectly to the formation of spatial order, that is, the
proper creation and maintenance of areas inhabited by humans. It relates to
all other dimensions, especially social relations between people.

The Social Dimension — the social environment consists of many factors, in-
cluding culture, spirituality, human relations and living conditions. Human
relations with nature also have a social dimension, as they depend on the
socio-cultural models of society. The social environment can experience deg-
radation in the same way as the natural environment. The importance of these
phenomena and countering them should be emphasised in sustainable devel-
opment strategies. One of the most serious problems of the modern world,
affecting the economic dimension of sustainability, seems to be polarisation
in communities and societies.

The Economic and Legal Dimension — All dimensions of sustainability are
linked to various legal regulations, but there is a particularly strong connec-
tion between legal and economic situations. The value of the environment is
difficult to measure, and the available methods do not always seem satisfac-
tory. Economic instruments, apart from technical instruments, determine the
contemporary dimension of environmental protection policy to a large extent
in advance. Legal regulations are equally important, both at the post-national
level (e.g., EU law) and at the national level.

The Technical Dimension — on the one hand, the development of new tech-
nologies and related industries contributes to environmental degradation. On
the other — fundamental environmental protection strategies are implemented
precisely at the technical level. An important challenge in this area is the neg-
ative changes that accompany the use of the environment and the extraction
of natural resources. The task for the technical sciences, and especially for
the rapidly developing environmental engineering, is to minimise the dam-
age caused to the environment and to look for a variety of substitutes. When
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formulating a strategy for sustainable technical development, it is necessary
to take into account not only the above-mentioned aspects but also whether
there is political will to make the necessary changes.

The Political Dimension — one of the main challenges concerning this dimen-
sion is the discrepancy between the requirements enshrined in documents
and strategies and the possibilities of their implementation. The feasibility
or unfeasibility of such a strategy often depends on the authors and their
knowledge and the political leverage they are able to exert. Another problem,
for example, is the construction of sustainability strategies at the global, re-
gional and local levels. The local perspective is particularly important, since
the consequences of such actions are visible almost immediately. Much also
depends on the existing legal system in a given place.

Seven dimensions

Seven different dimensions of sustainable development have been identified and
studied (Gonzalez et al., 2021; Vogt & Weber, 2019), with traditional disagree-
ment among authors on the naming and relevance of these dimensions.

Vogt and Weber focused on current challenges to the concept of sustain-
able development (Vogt & Weber, 2019). They analyse the dimensions that
are essential to understanding the normative view of sustainability: ecologi-
cal, political, ethical, socio-economic, democratic, cultural and theological.
The authors point out errors in the perception of these seven dimensions. A
few reflections are worth noting, in the previously less frequently mentioned
dimensions.

For example, within the framework of ethical dimension considerations, the
authors point out that due to great differences in the geographical, cultural and
historical conditions in which people live, demands for absolute equality are
highly problematic. The authors postulate that instead of the idea of equal dis-
tribution of resources between generations, the aspiration should be to leave to
posterity a world that offers enough free space and sufficient opportunities. This
will enable future generations to make their own decisions and develop their
own capabilities. In turn, the democratic dimension in the concept of Vogt and
Weber points to the role of openness to sustainable development, which is pos-
sible through the participatory shaping of public life in civil societies. The active
shaping of living space should occur as a result of grassroots activities, and not
solely as a result of government decisions.

An original dimension that had not appeared before is the theological one.
Many ecologists emphasise the inherent value of nature viewed as natural beauty,
in a symbolic sense. Such a view requires an aesthetic and spiritual sensibility
that sees things as a whole and in their relationships. In this way, ecological and
religious views can reinforce and complement each other. Sustainability is the
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missing link between faith in creation and contemporary ecological discourses,
raising fundamental questions about the world’s long-term future and global
responsibility.

The review closes with a publication by South American researchers
(Gonzélez et al., 2021), who, using a sample of 100 sustainability constructs
with their concepts, evaluated their impact and determined the dimensions to
which they belong.

The authors divided the aspects most frequently found in definitions of sus-
tainability into seven dimensions — economic, social, environmental, legal, polit-
ical, ethical and cultural — and, using Google Scholar, calculated how often each
definition was cited by other authors. They also distinguished triads of dimen-
sions that tended to appear together in definitions. From the data they obtained,
they concluded that sustainability is currently framed most often in terms of
economic, social and ethical dimensions.

Conclusions

Over the past decades, several concepts have emerged that reflect the multidi-
mensional nature of the concept of sustainable development, for example (Id-
drisu & Bhattacharyya, 2015; Ilskog, 2008; R. Najjar, 2022; Pawlowski, 2008;
Seghezzo, 2009; Vogt & Weber, 2019). These concepts also bring together dis-
courses from different fields, as illustrated by the broad view taken in the SDGs
(Ramos et al., 2020; UN General Assembly, 2015). Although definitions of sus-
tainable development vary, often causing conceptual confusion that makes it
difficult to put the concept into practice (Sheehy & Farneti, 2021), the SDGs are
widely recognised as a normative compass for sustainable development policy-
making (Fukuda-Parr, 2016; Koff et al., 2022).

The sustainable development strategy is interdisciplinary and refers to all di-
mensions of sustainability. To implement it, it is necessary to convince people
of the value of the idea of sustainability (Pawtowski, 2008). Changes in people’s
attitudes are referred to as the internal dimension of sustainability or change
from within (Horlings, 2015). A matter of great importance is environmental
education, which must integrate into topics other than just nature. Adopting this
more complex perspective should encourage and enable management educators
to take into account conflicting yet interrelated issues and open the door to more
creative teaching, research and theory-building, as well as ethical dilemmas in
decision-making (Moratis & Melissen, 2022).

With the climate crisis worsening, following a pandemic that is delaying the
realisation of the SDGs (The Sustainable Development Goals Report 2021,
2021), during the Russian aggression in Ukraine, it is difficult to predict the ac-
tual long-term effects of human activity. Global problems have reached a scale
and level of complexity that makes it difficult, if not impossible, to solve them
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within the assumed timeframe. Hence the need to take a broader view of sustain-
ability and consider its many dimensions.
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7 Sustainable development and
corporate social responsibility

Ewa Mazur-Wierzbicka and Olgierd
Swiatkiewicz

Introduction

Today’s world is facing many challenges and the main ones include environ-
mental pollution, climate change, limited resources, rising social inequalities
or demographic changes. To tackle these challenges, since the 1950s, ideas
started emerging and concepts were created. One of them, considered the
most popular, was the concept of sustainable development (SD) created in
the 1960s, which includes economic, environmental and social issues and
takes into account a long-term perspective that places emphasis on raising
responsibility for future generations. In the face of these challenges, it is
important that we take actions not only on a global scale but also (or perhaps
most of all) at the level of individual economic operators because only their
pro-social and pro-environmental actions will allow the implementation of
the assumptions of the SD concept. Such a possibility is allowed by com-
panies’ implementing the concept of corporate social responsibility (CSR),
which may be recognised as a tool for the implementation of SD principles,
at the level of an enterprise.

Given the above, this chapter intends to show the dependencies and interrela-
tions between the concept of SD (adopting the Brundtland definition as a basis),
the triple-bottom-line model and the concept of CSR.

Therefore, in the context of the aim presented above, the following questions
gain importance: are economic, environmental and social challenges reflected in
the CSR concept?; if yes, to what extent?; how does a CSR concept implemented
by a company contribute to the implementation of SD goals? It is possible to
answer these and other questions thanks to a discussion on the SD concept and
CSR from the perspective of a broadly understood business as well as an indi-
vidual economic operator — an enterprise.

The implementation of the main objective dictates the layout of this chapter.
The content is based on a critical review of the literature.
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Outline of the concept of SD — basis/theoretical introduction

The SD concept has had a great impact on how we think about relationships
between the economy, society and the natural environment.

The beginnings of the later-formulated SD concept may be found in clas-
sical economics (D. Ricardo, T. Malthus, J. S. Mill). Representatives of neo-
classical economics, Marxism, institutionalism and Keynesian economics also
expressed their interest in this subject matter. In the 1950s and 1960s, we re-
alised that excessive exploitation of natural resources, dynamics of growth of
the global population, the development of industry and also increased con-
sumption and agricultural production are a threat to the natural environment,
and thus for humans as part of it. This contributed to the emergence of the
term ecodevelopment, used for the first time at the United Nations conference
in Stockholm in 1972; the protection of the natural environment and natural
resources comes to the fore in the ecodevelopment concept. The SD concept
founded on the notion of ecodevelopment was ultimately accepted and intro-
duced for use by the World Commission on Environment and Development
(WCED) and included in the 1987 “Our common future” report (Brundtland
Report). SD was defined as “development that meets the needs of the pre-
sent without compromising the ability of future generations to meet their own
needs.” The Brundtland definition points to two fundamental aspects, that is,
the sustained satisfaction of needs across generations and a generational per-
ception of the problem of meeting needs. This means that the essence of SD is
to meet the needs of the modern generation in a sustainable manner, thanks to
which future generations will be able to use resources in such quantities and
of such quality that they will ensure that their social well-being will be no less
than that available to the current generation.

Since the Brundtland definition was promulgated, many other approaches and
angles to the concept of SD have been proposed (Piontek, 2002; Esquer-Peralta
et al., 2008), and the majority of them are an expansion or a specification. How-
ever, there is a belief that the definition of SD has to include economic, social
and environmental dimensions (Byrch et al., 2007; Valezquez et al., 2011) and
that it must be an ethical concept. And this is the approach to SD presented by
the WCED (1987) (Byrch et al., 2007; Valezquez et al., 2011). Wilkinson et al.
(2001) extend this approach claiming that the SD concept should also “include
the ethical dimension of the fairness of the trade-off between current economic
pressures and future environmental needs”.

The multiplicity and diversity of SD definitions make it possible to point out
some of its common elements. Therefore, SD is

* a type of a socio-economic development that rejects the concept of “zero
growth”,
 an intergenerational concept,
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* a concept in which distributive justice and intergenerational justice play a
significant role,

» aprocess that integrates all activities undertaken by humankind,

* adevelopment that strives to balance the three areas (dimensions): economic,
social and environmental,

* aconcept that points to intangibles — in particular, quality of life.

It is essential to focus on the three dimensions of SD which are interdependent
and require simultaneous work on all of them (Figure 7.1).

All three levels of SD should contribute to achieving a sustainable improve-
ment in the life of humanity (current and future generations) while preserving
environmental (natural) and man-made capital. This is possible by taking spe-
cific actions and achieving partial goals (Figure 7.2).

Depending on which SD goals are undertaken, they are pursued through the
declared and conscious action of causative factors or by means of legal or eco-
nomic instruments applied within the framework of certain policies or develop-
ment strategies. There might also be situations where the achievement of SD
goals, in addition to the assumed positive effects, will bring adverse side effects,
which may translate into unsustainable development of certain parts of the spe-
cific system under study.

Given the three-dimensional nature of SD, the basic difficulty is finding bal-
ance and achieving excellence in all dimensions. While economic performance
is measurable, the fundamental difficulty is the measurability of social and envi-
ronmental impacts, especially as they are long-term. How quickly SD is achieved

SD legal

societal social area

technological

economic environmental

environmental area area

Ethics

(the quality of life of current and
future generations)

Figure 7.1 Sustainable development

Source: author’s own compilation.
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Fundamental goal of sustainable development

heritage.

Sustainable improvement of the quality of life of present and future generations
without deteriorating the environment and while preserving biodiversity and cultural

Partial goals for
economic dimension

Partial goals for social
dimension

Stability of the national
economy: ensuring
independent existence with
an acceptable quality of
work

Satisfying basic needs by
sustainable products (food,
housing, clothing, energy),
appropriate prices

Price stability and
counteracting concentration
and economic power,
internationalisation of
external costs

Non-economic balance and
cooperation for
development with the
lowest possible import of
raw materials

An efficient state budget
with sufficient standards of
supplying the public with
substantive/collective
goods and a proper
distribution of income

Participatory democracy
and the rule of law in all
aspects of life

Eradicating poverty; social
security; managing
demographic problems
Equal opportunities,
integration (e.g., of genders
or immigrants)

External and internal

security, conflict resolution
without violence

Protection of human health
and life

Partial goals for
environmental dimension

Protecting the Earth’s
atmosphere (reducing
global warming)

No harm to nature:
preserving species and
landscape diversity

Sustainable use of
renewable resources

Sustainable use of non-
renewable resources

Healthy living conditions
(elimination of harmful
substances, radiation, and
noise)

Figure 7.2 Selected goals and actions of individual SD dimensions
Source: adopted (Rogall, 2010).

depends on actions taken by individual entities to incorporate SD guidelines and
SD targets (including the 17 that are currently defined) in their activities.

The concept of SD in an organisation

The concept of SD transferred to an enterprise, assumes the equality of its
functioning in interdependent areas: economic, environmental and social.
A company should, therefore, strive for simultaneous development in these
three dimensions. It is possible when economic development supports social
progress and respects the right to nature and cares for environmental protec-
tion. On the other hand, corporate social policy should enhance economic
performance, while environmental protection policy should focus on eco-
nomic efficiency.
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Many companies define the maximisation of profit as their main goal. Of course,
we must agree that without achieving a profit, a company will not be able to func-
tion or grow. Nevertheless, Friedman’s famous saying that the business of business
is business becomes incomplete in the coming ecological or social era. Therefore,
the operation of a company should be looked at holistically, that is through a prism
of not only economic profit — as the realisation of the primary objective of the
company (according to the principles of a neoclassical theory of companies), but
also relate to the objectives of the natural environment and its protection (environ-
mental objectives) and social objectives (e.g. ensuring adequate quality of life).

Company managers are thus forced to examine many entirely new issues that
traditional businesses have not had to deal with at all up until now.

Company survival forces taking pro-environmental actions. This may be ei-
ther due to an obligation (e.g. legal requirements, requirements of contractors
or society) or due to expected benefits that will enable the company to achieve
other objectives. The environmental objectives adopted should be considered
from a long-term perspective; however, short-term profit and liquidity are re-
quired to achieve them.

There is harmony between economic and environmental goals, because im-
plementation of the one side of the coin is often dependent on the other. By intro-
ducing rational management of raw and regular materials a company becomes
more profitable. However, it is often the case that economic and environmental
goals compete with one another in a short-term operation of the company. Costs
of environmental protection may be seen as a great burden. In such a situation,
to maximise profit, companies postpone outlays on pro-environmental activity.
Such behaviour is not ultimately beneficial, because in the long run, a lack of en-
vironmental projects may effectively cripple the implementation of any goals at
all. Looking to the future, we must consider not only the ‘now’ and financial out-
lays, but also the benefits related to environmental protection. Implementation
of economic and environmental goals allows for the achievement of social ob-
jectives where people’s well-being and quality of life present themselves as two
of the most important ones. Caring for the quality of life requires that adequate
health, landscape, aesthetic and environmental conditions are ensured (clean air,
water and soil, biodiversity), yet this is not possible without material guarantees
(e.g., labour market or infrastructure) (Adamczyk & Nitkiewicz, 2007).

Therefore, transferring the SD concept onto the level of organisations in-
volves a search for such solutions which are socially responsible, environmen-
tally friendly and at the same time economically sound (economically valuable).

CRS as an SD tool at the level of a company — principles of the
concept

The approach to the role of business in society has changed visibly in the age
of globalisation, threats and social changes. It is no longer solely a provider
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of products or services but it is required to take up various activities directed
towards the protection of the natural environment or other pro-social activities
(Kazmierczak, 2017). As a result of this, the term CSR has gained pronounced
significance in recent years (see: Lulewicz-Sas, 2014; Yang & Guo, 2014; Za-
remba, 2014).

A focus solely on financial aspects is no longer sufficient. Social determinants
and those associated with environmental protection are also gaining importance.
According to B. Rok (2004), three elements influenced the emergence of the
CSR idea:

* SD,
* civic pressure, and
* business self-regulation.

Increasingly, managers are beginning to notice that only a socially responsible
business will be able to strive to enhance the company’s value and to increase
its competitiveness. A socially responsible business is one which is based on
ethical behaviour and takes into account what is important for the company’s
stakeholders — their needs and values.

Stakeholders are attributed fundamental importance in the CSR concept. The
Stakeholder Theory, created by R.E. Freeman (1984), is one of its pillars. It is
mainly on the basis of the stakeholder criterion that the majority of enterprises
choose to undertake socially responsible actions (Vos, 2003). Specific choices
of organisations show the ranking of individual groups of stakeholders and their
sensitivity to specific categories of social problems (Table 7.1).

Table 7.1 Most frequently undertaken actions towards selected stakeholder groups

Stakeholders Actions
Employees Equal treatment, protection of health and safety of work or
protection of employee rights
Customers Full information about the product, service or technological process,
data protection and promotion policy
Investors Corporate governance and codes of conduct, assessment of
company’s condition, assessment of remuneration for shareholders
Suppliers Building lasting relations, transparent contractual terms
Financial Building relations
partners
Authorities Codes of conduct, compliance with the law
Communities Charity work, social activities, environmental protection, building
virtual communities
Natural Minimising negative impact on the natural environment, reduction
environment of pollution, rational use of resources and the introduction of
pro-environment solutions to production processes and services
offered

Source: author’s own compilation.
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The very concept of CSR is difficult to define unambiguously due to the com-
plexity of the subject matter or different perceptions — by those defining it — of
the focus, significance or importance of the key issues covered by the concept
(Mazur-Wierzbicka, 2012; El Akremi et al., 2018), but also due to its continuous
development and a differently perceived scope of corporate responsibility (see
more in Dahlsrud, 2008; Freeman & Hasnaoui, 2011; Rok, 2013). In the most
general terms, it is assumed that it is the company that is responsible for its im-
pact on society (EC Communication, 2012).

It is true that some authors adopt a certain CSR perspective in which they fo-
cus strongly on one of the areas, that is the social area, and take the stakeholder
theory as a reference point.

However, a broader look at CSR, which also takes into account the evolution
of the concept and its relations with the concepts mentioned in previous sections
of this chapter, allows us to distinguish the most frequently addressed issues.
They include

* basing activity on legal provisions and ethical norms,

* a commitment by the actors to conduct their activities in a transparent and
ethical manner,

» the long-term nature of the activities undertaken,

» taking into account (striking a balance between) economic, social and envi-
ronmental aspects in the activity,

» the voluntary nature of implementation (though this element may currently
be under discussion),

» directing activities towards a wide group of stakeholders (shaping positive
relations with them).

Regardless of the differences in defining CSR, the activities that fall within it
should be closely linked to the company’s core business to become part of the
strategy being pursued.

Based on the approach to CSR contained in ISO 26000 and with the purpose
of this article in mind, it is assumed that: social responsibility is the responsibil-
ity of an organisation for the impacts of its decisions and activities on society
and the environment through transparent and ethical behaviour that: contributes
to SD, including the health and welfare of society, takes into account the expec-
tations of stakeholders, is in compliance with applicable law and consistent with
international norms of behaviour, and is integrated throughout the organisation
and practised in its relationships.” (2010).

Analysing the definitions of CSR, one can notice the multidimensionality of
this concept and the possibility of looking at it from different perspectives. We
can, as is the case of the ISO 26000 standard, identify 7 CSR areas or per-
haps just two — focusing on the organisation’s external and internal environment
(thus we are dealing with external and internal areas), but we can also approach
CSR in a somewhat classical way by pointing to three aspects, that is economic,
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environmental and social. These three components: the economic, environmental
and social areas, are also directly related to both the SD concept and the TBL —
triple bottom line — concept referred to in the previous section of this chapter
(Table 7.2).

In implementing the concept of social responsibility, it is important that busi-
nesses take care of their economic interest (strive to maximise profit), which is
in line with the assumptions adopted by A. B. Carroll (1991, 1999). He believed
economic responsibility to be the foundation of his pyramid (Figure 7.3). A com-
pany generating (long-term) losses has no real possibility of surviving in the
market and being competitive. Without generating profit, a company is unable
to (in a long-term perspective) ensure employment stability, create socially re-
sponsible working conditions for employees, undertake activities for the benefit
of the local community or invest in environmental actions.

Subsequent types of responsibilities, that is, legal, ethical and philanthropic
responsibilities, only come after the economic responsibilities.

Legal responsibilities mean that a company must comply with the applicable
law at all stages and in all areas of its business. It is above economic responsi-
bilities because each company, striving to maximise their profit, must act within
the limits of the law. In this case, the law is a point of reference for managers’
activity. Ethical responsibilities are the next stage. They require that businesses
act ethically and with integrity in areas that are not regulated by law. This type
of responsibility demonstrates a high degree of awareness and sensitivity on
the part of entrepreneurs. Philanthropic responsibilities sit at the top of the
pyramid. Through them, companies become civic institutions by contributing
resources for the benefit of the community and by supporting it in specific situa-
tions that require help (Gotaszewska-Kaczan, 2011).

philanthropic
responsibilities
Y
ethical
responsibilities
A\
legal
responsibilities
A
economic
responsibilities

Figure 7.3 Caroll’s pyramid of levels of corporate social responsibility
Source: adopted (Carroll, 1991).
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Implementation of individual types of responsibility may vary depending on
the size of the organisation, management philosophy, corporate strategy and
specificity of the industry.

Given the above, socially responsible activity has to become an integral ele-
ment of the organisation’s functioning if we assume that the expectations and
needs of stakeholders are taken into account, thus contributing to SD. Therefore,
we may assume that CSR is a tool to implement SD guidelines at the organisa-
tional level.

CSR should be taken into account by companies at the strategy-building stage
(Kapferer, 2012), using modern management concepts and methods (McNeil
et al., 2015). It should be introduced in a planned and purposeful manner. Ac-
cording to the idea of CSR, social initiatives should be carefully selected and
fit in with the mission and vision of the company’s development. Companies
should align the objectives of social activities with their own business goals in a
given period and then align them with the company’s core competencies.

An organisation’s implementation of the CSR concept demonstrates forward
thinking, the ability to adapt to the surrounding reality, creativity, openness to
change and, above all, taking into account the expectations and needs of stake-
holders, both internal and external.

More and more socially responsible companies are committing to the Sustain-
able Development Goals (SDGs) in pursuit of their goals. This is done through
their adoption of sustainable practices based on SDGs (Cosma et al., 2020; Yu
et al., 2020). Consequently, this leads to an improved dialogue with stakeholders
and gives credibility to the companies’ stated responsibility towards the nat-
ural environment and society (Tsalis et al., 2020). The implementation of the
SDGs by companies defines their short and long-term goals to contribute to the
achievement of SD (Yu et al., 2020).

In conclusion, it is fair to assume that the concept of SD has had a significant
impact on the idea of CSR. Just like the SD concept, CSR can also be based on
three pillars, that is, the economic, environmental and social pillars. Both con-
cepts take ethical actions as their starting point (foundation). In the case of CSR,
stakeholders play a central role.

Summary

At the moment the concept of SD is becoming increasingly popular thus provid-
ing a framework for a long-term vision of stability — despite the fact that it was
initiated in the 1960s. Despite the passage of time, it has not lost its significance;
quite the opposite, it is present in many strategic documents of international
organisations, individual states or regimes. It assumes a lasting, harmonious de-
velopment that takes place within three basic areas — economic, environmental
(its protection) and social, a development that can meet the current needs of
societies, at the same time does not limit coming generations from meeting their
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needs in the future. Most of all, it occupies an important place not only in the
theory of economics’ but also in the theory of management stepping into vari-
ous areas of activity undertaken by economic operators. At the company level
(micro-scale) it seems more appropriate to state that the concept of CSR is a tool
for implementing the concept of SD (macro scale).

In the view of many researchers (though there are other opinions), the SD
concept has become the basis of CSR and of managing the environment in a
company (Korhonen, 2003; Gauthier, 2005). Some researchers describe CSR
as a stakeholder-oriented, social pillar of SD. According to some commenta-
tors, CSR is a key SD strategy in the majority of organisations around the world
(Kolk & Van Tulder, 2010; Moon, 2007). What is crucial is the fact that the
CSR concept, as well as the SD concept, may be examined by identifying three
main areas within it: economic, environmental and social (Bansal, 2005; Mon-
tiel, 2008).

2015 was an important event for SD (Sustainable Development) when 17 SD
goals were adopted and which may be considered a globally acceptable standard
for companies around the world (Diaz-Sarachaga, 2021). Taking action within
certain SDGs has an impact on the commitment of such companies to the im-
plementation of SDGs (Kiictikgiil et al., 2022). Companies, including socially
responsible ones, voluntarily undertake sustainable practices based on the SDGs
(Cosma et al., 2020; Yu et al., 2020) to increase dialogue with stakeholders and

Sustainable development

CSR legal

social area

stakeholders

technological

economic environmental
area area

cultural

Ethics

Figure 7.4 Relationship between sustainable development and corporate social
responsibility

Source: author’s own compilation.
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legitimise their activities (Tsalis et al., 2020). It can therefore be assumed that
the implementation of the SDGs by companies sets their short- and long-term
goals to contribute to achieving SD (Yu et al., 2020).

An analysis of the literature proves that there is a close relationship between
SD and CSR (Figure 7.4), which has positive implications at both the micro- and
macro-levels. Actions that are ethical by design (foundation of the SD and CSR
concept) and serve to improve the quality of life, social well-being (society as a
whole and individuals) and the protection of the natural environment are most
welcome and sought after.

The activities undertaken as part of CSR are in line with the maxim “Think
globally, act locally”.
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8 Sustainable business
management

Izabela Stanczyk

Introduction

Sustainability is perceived as the appropriate ties between production-
technological and economic development, along with social development, pro-
tection of the natural environment, as well as care of future generations (Herman,
Oleksyn, Stanczyk, 2016). However, sustainable enterprises may be organisa-
tions that respect the principles of sustainable development in their business
activities. In accordance with these principles, the functions of planning, organ-
ising, motivating, or controlling are significant elements of the organisation, thus
the implementation of sustainable management is essential (Pabian, 2011). In
this chapter, the contents relating to the definitions of sustainable development
shall be presented, while touching on elements of sustainable management. Fur-
thermore, descriptions of business models will be provided, which are based on
the sustainable management of organisations in the context of their development
and will thus lead to the creation of perspectives for the future (Duraj, 2018)
while taking into account such areas as sustainable production, sustainable sup-
ply chains, sustainable marketing, sustainable servitisation, sustainable research
and development, and sustainable HRM. This chapter will focus attention on a
general clarification of sustainable business management.

In commencing deliberations with regard to sustainable business manage-
ment, it is worth drawing attention to the word “sustainability” itself and clarify-
ing it. It is perceived as “leading to a state of equilibrium or ensuring equilibrium
between the particular elements” (https://sjp.pwn.pl, 2022). By referring to the
sphere of management, we may discuss such activities that ensure a particu-
lar organisation has the appropriate balance in terms of financial performance.
The achievement of this will depend on a multitude of factors that shape the
environs of the organisation. This refers to both the external environs (e.g. le-
gal solutions of business activities of an organisation in a particular area, in a
particular country; the global economic situation), as well as the internal envi-
rons (e.g. competences of the managerial staff; the philosophy of their activities
and the competences of the employed staff). Hence, when viewing sustainable
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management, it is necessary to take all these elements into account. Sustain-
ability is perceived as the appropriate ties between production-technological and
economic development, along with social development, protection of the natural
environment, as well as care of future generations (Herman, Oleksyn, Stanczyk,
2016).

Definition of sustainable development

In this context, we have started a discussion about sustainable development,
which is defined as “a process aimed at satisfying the aspirations of develop-
ment of the current generation in a manner that facilitates the fulfilment of
the same pursuits by the future generations” (Report, 1987). Bearing in mind
the long-term ecological strategies, this refers to the implementation of the
philosophy of constant development which would integrate the economic and
ecological goals with the social goals in the context of a fair chance of shar-
ing the resources for current and future generations (Kuzniarska, 2018). Sus-
tainable development indicates the process of transformation that ensures the
fulfilment of needs by the current generation without lowering the opportuni-
ties for development of future generations, thanks to, among other things, in-
tegrated activities in the sphere of economic growth, social development, and
also environmental issues. Such a perception of the issues of sustainable de-
velopment became widespread thanks to the report by the World Commission
of G.H. Brundtland for Environment and Development entitled “Our Common
Future”. Sustainable development is also the process of social, economic and
environmental change, which would facilitate a balance between the profits and
costs of development from the perspective of future generations, namely, “it
is the reflection of the policies and strategies of constant economic and social
development without damaging the environment and the natural resources, in
which the quality depends on continuing human activity and further develop-
ment” (Johnson, Kwasza, 2022). The genesis of sustainable development can
be found in the works of L. Kozar, who analyses documents of a worldwide
sphere and who indicates the embodiment of the concept of the green economy
and sustainable development as a “specific way of management that is appro-
priate in the context of intensifying environmental problems” (Kozar, 2019).
Views of the definition of sustainable development itself have been presented
by the following chosen authors (Table 8.1).

In the presented definitions of sustainable development, it is possible to
indicate the duration of activities in an organisation that encompasses all the
solutions that ensure a better quality of life, both in the economic and ecologi-
cal spheres, as well as in the social sphere. Sustainability is a notion that is
relatively new and not entirely analysed in the world of business, and not very
well-documented in Poland. W.M. Grudzewski, I.K. Hejduk, A. Sankowska, M.
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Wantuchowicz define sustainability as the ability of enterprises to do the follow-

ing on a permanent basis:

self-learning,

revitalisation,
reconstruction,
reorientation.

LS I N O R S R

adaptation and development,

Table 8.1 Definitions of sustainable development

Author

Definition of sustainable development

M. Duraj (2018)

Zuzek, D. K. (2012)

Government of the UK
(Renukappa, Egbu,
2012)

Krzysztofek (2013)

W. M. Grudzewski,
I. K. Hejduk, A.
Sankowska, M.
Wantuchowicz (2010)
T. Oleksyn (2017)

E. Bombiak (2020)

Brundtland Report:
Our Common Future
(Matusiak, Matejun,
Roézanska-Binczyk,
2020)

Sustainable development, which is usually defined as the
creation of perspectives for the future.

Sustainable development is the use and conservation
of natural resources, as well as the orientation of
technologies and institutions in such a way as to achieve
and maintain the fulfilment of current human needs, as
well as the needs of future generations.

Likewise, sustainable development was defined by the
UK government as “ensuring a better quality of life for
everyone right now and for future generations”.

Sustainable development is a concept that combines
economic, ecological and social values. In times of
growing competition along with changing customer
requirements, in contemporary enterprises, profits
are not the only important aspect when it comes to
manufacturing or service activities. Managing aspects
of sustainable development in business activities are
becoming the basis of responsibility in modern business.

The notion of sustainability is perceived in direct
translation as durability. The notion of sustainability is
literally understood as permanence.

“Activity and development in accordance with the good
of all the stakeholders, natural environment and future
generations”

“Sustainable development is a concept that confronts
global problems associated with human activities both in
developed as well as developing countries”.

“Sustainable development is development that satisfies
the current needs without threatening the possibilities of
satisfying the needs of future generations”.

Source: Own analysis based on literature review.



110 Izabela Stanczyk

For maintaining a sustainable and distinctive position in the market by offering
added value to buyers today and in the future (according to the paradigm of in-
novative growth), thanks to the limited variability of business models, resulting
from the creation of new opportunities and goals, as well as answers to these
questions, and comparing the interests of different groups (Grudzewski, Hejduk,
Sankowska, Wantuchowicz, 2010).

Within the framework of sustainable development, the concept of the triple
bottom line (TBL), which encompasses three dimensions was defined by J. Elk-
ington as follows (2020):

— ecological — preserving the environment and its natural resources,

— economic — economic development that is not restricted, but stimulated by
technological progress and the growth of effectiveness in terms of the use of
raw materials, other materials and human labour.

— social — enhancement of the standards of living and safety of all people.

The principal benefits of the TBL include, among others (Gérska-Mytyk, 2022):

A healthier working environment that is focused on both the employees, as
well as on the position of the organisation in the surrounding social environ-
ment (e.g. greater diversity, inclusiveness to reduce employee erosion, action
to counter mobbing practices while supporting local communities);

— Strategies and actions aimed at achieving a more sustainable future that
takes into account both social and environmental sustainability, including
moving away from analysing company performance only on a monthly/
quarterly basis (e.g., reduced energy consumption, smaller carbon foot-
print, circular economy);

— New possibilities of generating profit, such as attracting clients who also
want to reduce their impact on the environment (e.g. better perception
of the brand, greater transparency and possibility of assessing operations,
potentially attracting new investors).

The sustainable development of a company signifies the voluntary “taking
account of social and environmental issues in business activities, as well as
in interactions with stakeholders” (Simdes, Sebastiani, 2017). “When talking
about sustainable development, it is important to keep in mind not only the dy-
namics of economic growth but also to balance the needs and opportunities to
meet them, while balancing the welfare of all stakeholders, business interests/
economy, the environment, as well as present and future generations” (Oleksyn,
2020). According to A. Longoni, M. Pagella, A. Shevchenko, R. Klassen, sus-
tainable development is becoming a significant element in the operating strategy
(Longoni, Pagella, Shevchenko, Klassen, 2019). Thus, it has a significant im-
pact on the construction of business models and decision-making at each level



Sustainable business management 111

of management. The concept of sustainability is now more widespread both in
science and in everyday life and is used by various institutions, as well as being
incorporated into numerous programmes and associated with human activities in
various places and situations. It is not only the best known and most frequently
cited concept linking the environment to development but also the most docu-
mented in publications such as, among others, the World Conservation Strategy
(IUCN 1980), the Brundtland Report “Our Common Future” (1987), as well as
in the outcome documents in Rio de Janeiro in 1992, and at the Earth Summit
in Johannesburg in 2002 (Rokicka, Wozniak, 2016). The concept of sustain-
able development was officially formulated and accepted for implementation
in Rio de Janeiro in 1992 (Agenda 21, 2021). However, in 2015, the UN pre-
pared a detailed agenda — the 2030 Agenda for Sustainable Development, which
identifies 17 general goals and 169 tasks detailing sustainable development
(Przeksztalcamy nasz §wiat, 2022). These general aims include the following:
no poverty; zero hunger; good health and well-being; quality education; gender
equality; clean water and sanitation, affordable and energy; decent work and
economic growth; industry, innovation and infrastructure; reduced inequalities;
sustainable cities and communities; responsible consumption and production;
climate action; life below water; life on land; peace, justice and strong institu-
tions; and partnership for the goals (Ciobotaru, Angheluta, 2014). To achieve
the aims of sustainable development in all aforementioned areas, it is essential
to have the appropriate human capital and define its development trends from
the perspective of medium and long-term trends (Ciobotaru, Angheluta, 2014).
This is not an easy task and requires both time and financial outlays. Its creation
should be based on the following support systems: a workforce planning sys-
tem, a recruitment and selection system, a staff training and improvement sys-
tem, incentive programmes, and effective communication (Kuzniarska, 2018).

Sustainable management

In the context of the sustainability solutions presented, it is worth defining sus-
tainable organisations/businesses. These are organisations that respect the prin-
ciples of sustainable development in their business activities, with the proviso
that the realisation of the established goals of sustainable development is pos-
sible mainly thanks to employees, since most of the issues related to the use of
resources, as well as environmental and social issues are resolved at their level.
With regard to sustainable development, the functions of planning, organising,
motivating or controlling are significant elements of an organisation, hence the
necessity to implement sustainable management (Pabian, 2011). A sustainable
organisation is one that “achieves goals that ensure its stability and development
according to the adopted strategies. At the same time, the methods and tools for
achieving strategic goals are accepted by key external and internal stakeholders
from the point of view of social justice and environmental safety” (Czainska,
2020). The philosophy of the so-called Sustainable Business is now playing a
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greater role in responsible market competition, which is based on the following
10 key principles that companies should meet (Burchell, 2008):

1 Positive impact of enterprises on the environment;

2 Ensuring a positive perception of trademark and reputation;

3 Implementation of environmental processes that are in compliance with the
planned environmental effect;

4 Achievement of appropriate financial performance while taking into account
elements of sustainable development;

5 Execution of multi-dimensional programs relating to economic, environ-
mental and social areas;

6 Implementation of efficient and effective strategies of competing based on
sustainable business;

7 Responding with clarity to the following question: Can a responsible enter-
prise operate to function better, or can a well-functioning enterprise be more
responsible?

8 Preparing and testing effective business scenarios;

9 Conducting an appropriate division of labour that would ensure growth in
the economic sphere, while also raising the ecological awareness of those
employed, which may translate to appropriate pro-social behaviour;

10 Searching for and eliminating gaps in the area of the sustainable develop-
ment of the enterprise on the basis of ratio analysis.

In these times of sustainable management, it is worth considering a holistic view
of sustainability (that is, the simultaneous consideration of the environmental,
social and economic dimensions of sustainability). The elements of the environ-
mental, social and economic dimensions of sustainability have an interdepend-
ent nature among themselves. Excessive emphasis on one dimension can have a
negative impact on the other two dimensions. Therefore, managers should find
intelligent compromises, which is essential if they want to achieve sustainable
development. Likewise, it is important to see how these dimensions affect each
other (Renukappa, Egbu, 2012). Today’s challenge for decision-makers is to
achieve a certain level of comfort in terms of respecting social responsibility,
economic viability and environmental sustainability, while protecting the legacy
for future generations. Research relating to sustainability can be broadly divided
into research related to financial performance or enterprise value and research
related to revenue management (Lee, 2011). On this basis, H. Y. Ma and J. Y.
Yoo conducted an analysis of research in these areas and indicated the following
(Ma, Yoo, 2022):

— Financial performance studies show that sustainability positively affects the
financial performance and value of companies in various ways;

— Companies that conduct business in line with CSR (Corporate Social Respon-
sibility) achieve better sales and financial performance because consumers
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interested in social issues prefer the products and services of companies that
pay social contributions;
— Companies with good ESG (environmental, social, and corporate govern-
ance) performance enhance their rating with accounting and market metrics;
— Sustainable management reports were additional and supplementary revela-
tions, which had a positive relation with the share prices as they resolved the
asymmetry of information and helped investors to take effective decisions.

Implementing sustainability in organisations is quite a challenge and involves,
among other things (Sartori, Latronico da Silva, De Souza Campos, 2014):

— Implementing environmental protection standards,

— Development of the individual,

— Promotion of education,

— Efficiency in resource allocation,

— Publicly available methodologies and indicators for sustainable development,
— Use of complementary indicators for evaluation,

— Indicators to measure resource use,

— Balance between sustainability support systems,

— Dynamic indicators of sustainability.

The pursuit of sustainability is also a never-ending process of change manage-
ment, as it is necessary to continuously change the habits, values, awareness and
behaviour of employees, consumers, business owners, policy-makers and man-
agers. It is particularly important to change awareness of environmental issues
(Matusiak, Matejun, Rozanska-Binczyk, 2020).

The drivers for an organisation to undertake social and environmental action
have been identified and include (Bombiak, 2020)

— Changes in stakeholder expectations associated with increasing levels of
stakeholder awareness,

— Changes in the technological environment that create opportunities to imple-
ment innovations in the way organisations operate with regard to the products
and services they offer,

— Institutional and legislative conditions that define the desired directions and
framework for the economy and individual entities,

— The search for new sources of competitive advantage.

Sustainable management practices help organisations avoid risks and iden-
tify opportunities by indicating a sustainability profile (Blackburn, 2022). Re-
search conducted by the Kironi team (Kironi et al., 2022) found that 90% of
managers identified sustainability as a key factor in their business operations.
However, only 60% of companies have implemented an integrated sustain-
ability system in their organisations. Given these findings, there is a need to
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prepare more detailed guidelines to enable companies to take strategic and
effective measures for sustainable development (Baumgartner, Rauter2017).
Sustainability can also be understood as the appropriate interrelationships
between production-technological development and economic development
on one side, and social development on another, environmental protection on
the third, and concern for future generations on the fourth, whereby such a
perception does not arouse objections (Herman, Oleksyn, Stanczyk, 2016).
Sustainable management may refer to the values that are preferred in the or-
ganisations. It frequently constitutes one of the composite elements of the
catalogue of values in enterprises as composite economic-managerial values.
Thus, it is one of the principal elements of management in an organisation,
building the organisation of work on the basis of economic, ecological and
social determinants. With such a catalogue of values, research was conducted
within the framework of a project in cooperation between two Polish universi-
ties, namely the Warsaw Business School and the Jagiellonian University. In
the research conducted, the target group consisted of representatives of private
and public sector entities, in particular, senior, middle and lower management
managers, as well as specialists from various organisations. Respondents were
asked about adherence to sustainability as a value and received the following
responses. Sustainability is

— atreasured value, which we take more seriously and is already under imple-
mentation (30.2%),

— a treasured value; however, it is currently under implementation only to a
limited extent (62.9%),

— a controversial value; I don’t think the concept of sustainability is right for
our organisation (4.5%),

— other indicators related to individual statements (2.4%).

The statements of the respondents are optimistic; they show that the concept of
sustainable development (and at the same time this value) enjoys strong support,
although twice as many people say that it is being implemented to a limited ex-
tent than those expressing the opinion that it is already being implemented fully
(Herman, Oleksyn, Stanczyk, 2016).

Sustainable management places emphasis on the transparency of manage-
ment, as well as on ethical management, apart from the traditional management
value of creating profit through product quality or marketing strategies. In ad-
dition, sustainable management considers contributions to the public interest
in social development and environmental protection. Sustainable management
means that companies can only survive and grow if they seek cooperation and
coexistence with different companies and people (Yu, Jung, 2016). Sustainable
management is recognised as a necessary management method for a company to
survive as a going concern (Kim, Kim, 2018).
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Models of sustainable business management

Sustainable development, due to its nature of the impact of human activity on the
surrounding environment, has been an inspiration for many strategists for years.
Therefore, management in line with the concept of sustainable development in-
volves the development of appropriate business models and also the alignment
of competencies of managers at different levels in the organisation as well as
in different dimensions, such as project management. Building such a model
requires companies to integrate the key strategic factors constituting the busi-
ness model towards sustainability in the economic, ecological and social areas
(Abidin, Pasquire, 2007):

— Economic sustainability — requires enhancing the profitability of the enter-
prise through efficient use of the resources (human resources, raw materials,
finance), efficient projects and undertakings, good management, planning
and control,

— Ecological sustainability — requires blocking any harmful or irreversible
consequences for the environment through efficient use of natural resources,
promoting renewable resources, protecting soil and water, and skilful waste
management,

— Social sustainability — requires reacting to the needs of society, including all
other stakeholders.

An exemplary model in the field of project management is that of sustainable
project management (SPM) and the focus on the role of project managers as a key
element. A team from the University of Aveiro presented the following model:
Project Management Triple Sustainability Cube (Madureira et al., 2022), which
aims to comprehensively and systematically guide project managers in their jour-
ney towards sustainability in project management. The model of Triple Sustain-
ability Cube is a conceptual model which illustrates the transversality of the three
interrelated dimensions of project sustainability throughout the project life cycle.
It identifies 3 x 9 specific areas of sustainability procedures that can be adopted
by project managers in any project development. Having reached a group of 27
practices, each project head may objectively define the adoption of each group of
the best practices along each axis and at each stage of the project implementation.
By emphasising each of the 27 areas of sustainability where action has been taken
on a given project, project managers can improve and forecast areas of improve-
ment for current and future projects. The Triple Sustainability Cube Model for
project management provides guidance on adopting comprehensive practices for
the elements of sustainability (environmental, social, economic) relating to peo-
ple, processes and innovation during project development.

Another example of a model of sustainable business management is that which
takes into account the expectations of stakeholders developed by B. Wit. Each
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management system should have identified stakeholders, have mechanisms to
identify their needs, anticipate their impact on the system and the environment,
respect their interests, and shape their expectations. Stakeholders are all par-
ties that have opinions, viewpoints or requirements, and can or have an impact,
directly or indirectly, on the whole system, part of the system or on specific
activities in the system, and a given system can influence in the form of feed-
back on a stakeholder (Wit, 2016). Stakeholders are primarily interested in the
development, creation of value and growth in the value of the system. They are
characterised by variability in terms of numbers, power of influence, and of-
ten conflicting requirements. Significant characteristics of stakeholders include
(Wit, 2016)

— emotional or formal ties with the system (they influence or are influenced by
the system),

— relations between stakeholders of the system with the stakeholders of the
environment,

— responsibility for the system and its impact on the environment, e.g. accord-
ing to economic, social and environmental criteria of society’s needs,

— interest in the functioning and performance of the system (creating value and
using value exchange), in which there are requirements, opinions and views
on the subject of the system and its environs,

— shape the business model in its life cycle and in the system life cycle.

— The stakeholder model presented contains the related key elements (objects)
of the system with the corresponding characteristics: System (organisation),
Stakeholder, Business Model, Responsibility and Risk. It is so universal that
it may represent any organisation that functions in accordance with the con-
cept of sustainable development in three areas of responsibility: economic,
social and environmental for the system and the environment, and includes a
risk analysis of the goals achieved (Wit, 2016).

Conclusions

Sustainable development is becoming part of the strategic management system
in organisations. Coordinating the economic, ecological and social dimensions
presents a challenge for managers as well as creates a demand for specialists
in organisations who can integrate these individual goals. A variety of business
models are emerging (identified as two examples in this paper, dealing with
different management areas). These models are designed to assist managers at
different levels of management in making appropriate decisions that integrate
sustainability objectives. What is significant in sustainability-based management
is the inclusion of employees in the actions taken at different scales in organisa-
tions. Therefore, an industry-wide awareness-raising program on the concept
of sustainable development should be developed and implemented. Existing
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educational and training programmes require some reorientation. Thus, the chal-
lenge for business schools and sustainability consultants is to fill an enormous
gap in the market. Continuing professional development and management train-
ing programmes are valuable ways to raise awareness of sustainability (Renu-
kappa, Egbu, 2012).
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9 Sustainable production

Patrycja Zwiech

Introduction

The industry has been maximising production for the last two centuries to meet
the demand of the rising global population, improved standards of living and
growing urbanisation. The increasing maximisation of industrial production has
brought problems with a negative impact on human health and on the planet’s
well-being caused by air, soil and water pollution, the use of the planet’s re-
sources and the exacerbating climate change. Industrial production processes
involve major material and energy flows, thus there is an intense interaction
between businesses and their surrounding natural and social environment. The
economic system was (and sometimes still is) based on the linear model, which
meant a focus on creating, using and then disposing of all that was produced
because it was no longer useful.

A linear economy-based approach demonstrated as an extract-process-
consume-dispose economy, hit the natural and social environment hard. We had
to find systems that would minimise the burning environmental issue. Environ-
mental protection thus began to focus in particular on the production process
with regard to the protection of water, air or soil. As more and more raw materi-
als and energy were used, the focus shifted more towards the aspect of human
input, to consider the resources used in the production process, towards how
they are fed in and used effectively. At this point, environmental protection got
integrated with production. However, despite achievements in limiting pollu-
tion, the actions taken did not lead to the elimination of environmental problems,
it merely “treated the symptoms”. Individual environmental areas were largely
discussed as detached from one another while environmental protection meas-
ures led to a change in environmental problems. The very focus on production
turned out to be too narrow a proposal to solve problems (Viles, et al., 2022).

It was then that more and more discussions started to be held on introduc-
ing sustainable production. The aim of this chapter is to present the essence of
sustainable production and the actions and measures exercised within it, which
lead to sustainable production.
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Sustainable production in the context of circular economy,
Industry 4.0 and lean production

The subject matter of sustainable production (and also sustainable consump-
tion) emerged in the international policy arena during the 1992 United Nations
Conference on Environment and Development in Rio de Janeiro. Today’s po-
litical framework of actions on sustainable production is based on the Johan-
nesburg Declaration adopted at the World Summit on Sustainable Development
in Johannesburg in 2002. The EU sustainable development strategy, revised in
2006, 2015, 2019 and 2020, recognised sustainable production (and also sustain-
able consumption) as one of the major challenges to tackle.

As early as in the 1970s, we started to search for solutions that would intro-
duce more sustainable products and processes. Initially, the focus was mainly
to limit the use of natural resources and to reuse and recycle used materials or
resources. Therefore, in the 1970s, policy-makers relied on the 3Rs Sustainable
Production strategies (reducing, reusing, recycling) (Viles, et al., 2022).

Another three Rs were added with time (recover, redesign, remanufacture),
which extended the scope of operation from 3Rs to 6Rs to achieve a more sustain-
able production (Joshi, et al., 2006). Different authors or groups assign different at-
tributes and meanings which implies divergent conceptualisations of this concept.

Today we hear more and more about having to apply a 9R-strategy or even a
10R-hierarchy (refuse, rethink, reduce, resell/reuse, repair, refurbish, remanu-
facture, repurpose, recycle (material), recover (energy)) (Khaw-ngern, et al.,
2021) as a way to achieve even more sustainable production. This concept is
presented in the context of a circular economy (Potting, et al., 2017). Therefore,
when discussing environmental and social aspects, commentators took into con-
sideration the entire product life cycle, from product development, to its produc-
tion and consumption, or possible repair, to recycling or disposal, and then to
waste management and reuse of secondary raw materials.

Circular economy was first introduced in the 1970s as an alternative economic
model for replacing the traditional linear industrial economy (Khaw-ngern,
et al., 2021). The objective of the Circular Economy is “fo maintain the val-
ues and manage stocks of assets from natural, cultural, human, manufactured
to financial stocks” (Stahel & MacArthur, 2019). Circular economy has been
proposed as a very promising concept to guide the achievement of sustainabil-
ity (Betancourt Morales & Zartha Sossa, 2020; Viles, et al., 2022), especially
for manufacturers (Acerbi & Taisch, 2020; Viles, et al., 2022). In December
2015, the European Commission launched the Circular Economy Action Plan,
focusing in particular, on circular economy as its new mainstream sustainable
development framework. Fifty-four actions under this plan have been delivered
or are being implemented (European Commission, 2019). In addition, in Decem-
ber 2019, the European Commission adopted the “Green New Deal” challenge,
through an investment plan, which aims at an ecological transition model, where
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this transition is to be ecologically and socially fair. In March 2020, the sustaina-
ble development concept and the circular economy concept became the basis for
further documents adopted by the European Union: Environmental Technolo-
gies Action Plan [Eco-innovation Action Plan] (European Commission, 2020a),
and A New Circular Economy Action Plan for a Cleaner and More Competitive
Europe (European Commission, 2020b).

A significant paradigm change of the 1990s made us address and analyse
the entire product life cycle. Circular economy’s fundamental contribution to
sustainable production is its innovative approach to a product life cycle which
brings about an increase in material circulation, that is, the relationship between
secondary raw materials derived from waste and used materials.

The 1990s marked a departure away from the linear model, towards a circular
economy in developed countries. This is why environmental protection attained
a global dimension and became an important economic factor. The environmen-
tal protection perspective extended greatly. Besides, environmental protection
began to be perceived not only as an expense that strikes at companies’ competi-
tiveness, but more as an investment. Sustainable production and competitiveness
stopped being perceived as contrary, opposing goals.

Industry 4.0 too introduced a new look at sustainable production. The central
idea of Industry 4.0 is to use emerging technologies so that all industrial pro-
cesses are integrated, thus making production flexible, efficient and intelligent
with high quality and low cost (Machado, et al., 2019). De Sousa et al. (2018)
suggest that Industry 4.0 technologies will help the decision-making process
concerning sustainable operations management and the development of new
business models. Madhado et al. (2019) in turn, claim that the decision-making
for sustainable development is aided by methods used for modelling and simu-
lating the activities that occur throughout the product value chain. To sum up,
some technologies of Industry 4.0 may help achieve more sustainable produc-
tion through improvement of the circularity of a product or processes or through
trying to reduce resource consumption. Industry 4.0 could be considered as a
synergic environment essential to achieve holistic, integrated sustainability in
production systems (Ciliberto, et al., 2021).

Lean production, however, is an effective method of managing processes and
operations, which can also be used in the pursuit of sustainable production.
For example, lean tools may be used in the production environment (i.e., 5S,
value stream mapping, just-in-time) to make production more sustainable. This
is why 58S focuses primarily on labelling and organising material storage and
inventory management; it is able to quickly identify spills and dangerous leaks
and reduce air pollution (Bae & Kim, 2008; Francis & Thomas, 2020), VSM
lean tool is used to understand waste and value in production. Internal effects
of lean production that also contribute to the circular economy include brand
and reputation enhancement that maintain loyalty to new areas of the market
(Geldermann, et al., 2007).
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Circular economy, Industry 4.0, lean production and sustainable production
show a certain degree of complementariness towards one another.

The industry, at the moment, is facing a new paradigm which opts out of a
one-sided ecological perspective for the benefit of a much stronger focus on the
social dimension, which in consequence leads to more sustainable production.
The turn of the 20th and 21st centuries was fundamentally modelled by the con-
cept of sustainable development.

One of the first definitions of sustainable production, which pointed to aspects
that need a particular emphasis, was offered by the Lowell Center (1998). It was
defined as “the fabrication of goods and services by applying processes and
systems that are non-polluting, save energy and natural resources, are economi-
cally viable, safe and healthy for employees and consumers, and socially and
creatively beneficial for all working people”. Sustainable production is simi-
larly defined by O’Brien (1999), Veleva & Ellenbecker (2001), Krajnc & Glavic
(2003), Hauschild, et al. (2005), Lebel & Lorek (2008) or Wiles & Watts (2014).
For example, Veleva and Ellenbecker (2001) claim that

sustainable production is defined as the development of products and ser-
vices by processes and procedures that are pollution free, energy and natural
resource efficient, economically viable, secure and safe for workers, com-
munities and consumers, and socially and creatively beneficial to all the
stakeholders.

The principles of sustainable production encompass the ties between the envi-
ronmental, social, and economic frameworks within which the development and
consumption take place (Machado, et al., 2019). When we look at this definition
we see that it accommodates three equal areas: ecology, economy and society.
Elkington had already presented such an approach (1994, 1998a, 1998b), where
he encouraged companies to reconsider their value creation activities in a multi-
dimensional perspective, that integrates economic aspects with the environmen-
tal and social dimensions in an integrated framework called “triple bottom line”.

The concept of sustainable production is still evolving, changing the context
as new paradigms appear. However, despite universal recognition of having to
transition to more sustainable production and to take various relevant initiatives,
the global extraction of resources and increasing degradation of social and en-
vironmental resources are still growing. Besides, we should bear in mind the
choices we make today on building or upgrading production facilities will af-
fect the state of the environment for the next 20—40 years, triggering solutions
relating to more or less sustainable production. The investment cycles of objec-
tives last usually between 20 and 40 years, which means that the companies
are just one or at least two investment cycles away from half a century (Wyns,
et al., 2018). Investment taken up today may either subject humanity or future
generations to an unsustainable lifestyle with constantly growing use of natural
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resources or encourage the course towards sustainable production from the envi-
ronmental, economic and social angles.

Economic, environmental and social pillars of sustainable
production

Sustainable production covers three pillars of sustainability: economy, society
and environment. Politicians and economists seek a balance between costs and
economic, social and environmental benefits using tools such as innovation, reg-
ulations and legal incentives (Porter & van der Linde, 1995a, 1995b), partner-
ship under civil law, dissemination of knowledge or creating infrastructure that
encourages sustainable production.

The economic and environmental pillars were described in the 2003 Kiev
Declaration as the need to “delink economic growth from environmental degra-
dation so as to promote both economic growth and environmental protection”.

From the environmental point of view, sustainable production refers to a sus-
tainable use of resources (raw materials, land, water, air, soil, landscape and
biodiversity) and sources of energy, promotion of climate-neutral economy (re-
duction of greenhouse gas emissions) and waste reduction.

The main aspect of sustainable production is the sustainable use of resources
and energy sources. Satisfaction of today’s material needs should not lead to
excessive extraction and degradation of these resources. A sustainable use of
resources in the long run requires that we take into account their availability,
ensuring supply chain security and protection of ecosystems. At the same time,
it is important to maintain the environment’s ability to absorb emissions and
pollution.

Waste reduction is equally important. Waste has a negative impact on the
environment by, for example, polluting air, soil or surface and ground waters.
Landfills take up large areas, thus changing the landscape, while wrong waste
management poses a threat to societies, especially public health. Moreover, the
waste generated also means a loss of stocks of raw materials. Waste reduction
at the company level forces situations where they will be using more recycled
materials and will develop and implement new production processes. Such an
activity focuses on a more sustainable acquisition of raw materials, on process-
ing one’s own waste and on correct product design and manufacturing. Com-
panies must also reduce the quantity of waste, reduce the content of dangerous
substances in waste and of their permeating the environment and also improve
the efficiency of using waste as secondary raw materials.

Climate change is another major challenge that pushes us towards sustainable
development. Upon adoption and execution of the Kyoto Protocol, extensive
efforts were made to reduce the emission of greenhouse gases that are harmful
to the environment. Apart from having to introduce a circular process and re-
source efficiency, we need to decarbonise production. Decarbonisation of heavy
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industry is a great challenge because decarbonisation of some material and
chemical processes, until this day, is an inseparable challenge. Decarbonisation
may be implemented in a number of ways, for example, by improving energy
efficiency, increasing the use of low-emission electricity, using more recycled
materials, modifying existing processes to use, capture, utilise and store carbon
dioxide, identifying alternative heat sources for existing processes or through a
complete change of fuels (e.g. by direct or indirect electrification, biological raw
materials or hydrogen) (Bataille, et al., 2018; Davis, et al., 2018).

Therefore, from the environmental point of view a transition to a circular
economy, net-zero resource-efficient economy and achievement of net-zero-
greenhouse gas emissions are fundamental. To do so, it is vital to retain products,
components and materials in the economy for as long as possible and at the same
time eliminate waste on the one hand and, on the other hand, the need to use
primary resources (McCarthy, et al., 2018).

We must be aware that these priorities cause the emergence of other, new
priorities — on the one hand, there is a growing use of the planet’s resources, that
is, soil, water and raw materials and energy due to growing demand, and, on the
other hand, a valid need to reduce them. This results in a growing competition
for these resources between the industry (heavy industry in particular), agricul-
ture and the energy sector (OECD, 2017).

From an economic point of view, sustainable production refers to the intro-
duction and use of sustainable business practices, smart solutions and artificial
intelligence.

A greater emphasis on resource efficiency often leads to great savings and
thus to better financial results. Actions intended to promote ecological product
life cycle through effective resource use, resource-efficient production technolo-
gies, innovations and increased consumer awareness as well as the demand for
environmentally friendly products turn out to improve competitiveness on the
one hand and to improve companies’ financial situation on the other hand. An
ecological product life cycle requires sustainable initiatives at all stages of the
product life cycle, such as eco-design, eco-labelling, ecomanagement and audit
scheme (EMAS) or eco-innovations, which require that producers get involved.

Furthermore, an emphasis on sustainable production allows for new business
models to be created. For example, today we can see a greater number of com-
panies that offer energy services, which help other companies and public institu-
tions to become more energy efficient. Focussing on sustainable production may
turn out not to be a burden, but rather a new business opportunity.

Moreover, despite the fact that the literature on the economic returns of sus-
tainable production is already very rich, it still does not lead to any conclusive
evidence pertaining to its economic consequences (Antonioli, et al., 2022). It is
difficult to deny that circular economy transition for companies will always re-
quire costly changes, not only in physical capital (investments) but also in intan-
gibles (R&D activities) and in organisational changes (Antonioli, et al., 2022).
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Environmental economics has made great progress in integrating the eco-
nomic and environmental spheres. At the moment environmental issues are not
discussed in the context of costs that limit competitiveness. Economic and en-
vironmental goals are not seen as contrary or mutually-exclusive. On the other
hand, with regard to sustainable production, advancing sustainability directs
fuller attention to the social dimension. When it comes to manufacturing com-
panies, reports on the sustainability of their operations rarely include the social
dimension. Many companies produce corporate reports which identify environ-
mental practices and emphasise governance aspects but tend to overlook the role
of the employees or workforce (Schneider, 2008). Such an approach is reflected
in the literature because studies show that investment in human and social capi-
tal may deliver important benefits such as increased productivity, reduced costs,
more innovation, higher growth and competitiveness (Schneider, 2008).

This lack of proportionality between the pillars (economic and environmental
on the one hand and social on the other hand) results not only from a lower inter-
est on the part of the companies themselves but also from difficulties in quantifi-
cation. In the sustainable production dimension, social aspects include elements
that are difficult to measure, such as safeguarding generational and intergenera-
tional justice, supporting the protection of human rights within the company’s
sphere of influence and promoting honesty, integrity and fairness in all aspects of
doing business, safeguarding gender equality, ensuring decent workplaces, pro-
moting positive employee treatment and contributing to employee health, safety,
dignity and satisfaction, a better quality of life, respect for collective bargaining
and interaction with local communities.

What is more, the social dimension is the most difficult to integrate. A com-
bination of the economic and environmental pillars from the point of view of
companies was much easier than incorporating social goals to the sustainability
process. However, only an extension of the economy and the environment as
components of the analysis of eco-innovation to include social aspects will allow
for a full understanding and the introduction of sustainable production.

We must realise that sustainable production brings both improvement and
problems in social questions. For example, the introduction of an energy transfor-
mation will mainly affect less economically-developed areas, which is addressed
in the 2015 International Labour Organization (ILO) guidelines on just transition
(ILO, 2015). Low-income areas and scarcely populated rural areas will be most
vulnerable to job losses as a result of automation and transition to low-emission
economy (Oxford Economics, 2019). Therefore, we will need to provide support
to those made redundant in the poorest countries to prevent poverty, aggravated
social inequality or problems associated with economic migration.

Despite the problems that accompany attempts to make production sustain-
able, the angle adopted is indispensable, necessary and right. Lauritzen (2008)
identifies a few reasons why humanity must head in this direction, as we have no
other solutions at hand. The first of them is the global population growth, which
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will entail growth of consumption. The next is the growth of income per capita
around the world. Growing incomes (which is naturally a good thing) will entail
further growth of consumption, use of energy or other resources and greater use
of the natural environment. A growing demand will also lead to higher prices
and will thus boost attractiveness of the development of energy-efficient and
resource-efficient ways to produce goods and services. Thirdly, growing con-
sumer awareness presents new challenges for companies regarding not only the
quality and price but also, increasingly, sustainable products.

Principles of sustainable production

In the light of the aspects and problems described above, we may find the princi-
ples of sustainable production useful, which pave the way for companies or help
establish how they must adjust their production systems to be in line with princi-
ples of sustainable production and how to identify strategies helpful in a transition
to sustainable production. Veleva and Ellenbecker presented such Principles of
Sustainable Production at the beginning of the 21st century. They point out that:

* Products and packaging are designed to be safe and ecologically sound
throughout their life cycles; services are designed to be safe and ecologi-
cally sound.

* Wastes and ecologically incompatible by-products are continuously re-
duced, eliminated or recycled.

* Energy and materials are conserved, and the forms of energy and materials
used are most appropriate for the desired ends.

* Chemical substances, physical agents, technologies, and work practices
that present hazards to human health or the environment are continuously
reduced or eliminated.

»  Workplaces are designed to minimise or eliminate physical, chemical, bio-
logical, and ergonomic hazards.

* Management is committed to an open, participatory process of continuous
evaluation and improvement, focused on the long-term economic perfor-
mance of the firm.

* Work is organised to conserve and enhance the efficiency and creativity
of employees.

* The security and well-being of all employees are a priority, as is the con-
tinuous development of their talents and capacities.

* The communities around workplaces are respected and enhanced econom-
ically, socially, culturally and physically; equity and fairness are promoted.

(Veleva & Ellenbecker, 2001)

Nevertheless, these principles concerned a linear economy and did not take into
consideration principles of circular economy or solutions proposed in Industry
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4.0 or lean production schemes. In 2021, Viles et al. proposed rules that also
refer to the concept of circular economy and Industry 4.0. They identify the
following:

* Design for circularity. Design processes, products, and packing to con-
sume minimum natural resources and energy to sustain the ecosystem’s
regenerative capacities. Follow design for disassembly to allow —
if possible — for recycling, repairing, reconditioning, refurbishing or
remanufacturing.

» Conserve resources and preserve their value. Use natural resources and
energy that are appropriate for the desired sustainable goals. Preserve the
value of resources for as long as possible within production facilities (in-
ternal recirculation) and consider the concept of industrial symbiosis to
circulate resources (external recirculation).

* Manage waste sustainably. Emphasise waste-prevention activities by rein-
troducing resources within the intended flow. For resources that reach the
waste management stage, use the waste management hierarchy following
these strategies: reduce waste, then reuse and recycle, minimising all dis-
posal routes, including landfilling and waste to energy.

e Pursue a risk-free environment. Reduce or eliminate chemical substances,
physical agents, and technologies that present a risk to the environment.
Reduce greenhouse gases emissions to reach net-zero emissions.

* Prioritise employees’ well-being. Embed employee safety and well-being
in the day-to-day work. Choose practices and workplaces that preserve the
physical, functional, and psychological comfort of employees.

* Enhance management’s commitment to sustainability. Establish an organi-
sational culture enabling high sustainability performance. Empower em-
ployees and develop their talents. Promote diversity, equity and inclusion
in the workplace.

* Make a positive contribution to the community. Contribute to better eco-
nomic, environmental, social, cultural, and physical outcomes of the com-
munities in which the company operates and in those where its decisions
can have an impact.

* Promote value chain stakeholder collaboration. Establish fluid commu-
nication and collaboration with all the stakeholders of the value chain to
make processes and products more sustainable.

* Measure and optimise sustainable processes. Define a set of “Key Perfor-
mance Indicators” to optimise production processes. Monitor short-term
and long-term sustainability performance of the production system by en-
couraging digitalisation.

* Boost the use of sustainable technologies. Improve existing technologies
with more sustainable alternatives, and provide information on both the
potential benefits and risks of sustainable production. Consider the best
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available techniques; these techniques involve both the technology used
and the design, construction, maintenance, and operation of the installation.

(Viles, et al., 2022)

Summary

Sustainable development, as Goal 12 of the 2030 Agenda for Sustainable De-
velopment, was formulated as follows: ensuring sustainable consumption and
production patterns — it requires a systematic approach and cooperation of enti-
ties that participate in the entire supply chain. Achievement of the sustainable
production goal is constantly guided through global, regional and national poli-
cies, which encourage a transition to a circular economy with a more effective
use of resources and lesser pollution.

The first part of this chapter describes how the concept of sustainable develop-
ment came about and what the links between sustainable production and circular
economy are, Industry 4.0 and lean production. The second part identifies three
dimensions of sustainable production: the environmental, economic and social
realms. In the last part principles of sustainable production are presented.

Sustainable production may be considered a complex strategy that achieves
success only through the involvement of the entire supply chain. In this sense,
in order to promote sustainability, there is a need for a strong ability to identify
and pursue common and mutual benefits for producers, suppliers, and customers
in an integrated and holistic way (Ciliberto, et al., 2021). This chapter refers to
sustainable production and is related to producers’ actions, but we must be aware
that the consumer is an equally important element in this process. This process
envisages educational or other projects for consumers which are intended to
raise their awareness about sustainable production and the related lifestyle by,
for example, carrying out information actions on product standards and labelling
or consumer involvement in public procurement.
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10 Sustainable supply chains

Monika Jedynak

Introduction

Considerations regarding the integration of sustainable development undertaken
from the perspective of supply chain management are present in the academic lit-
erature (Hassini et al., 2012; Koberg & Longoni, 2019; Linton et al., 2007). Tra-
ditionally, supply chain management is defined as the management of physical,
information, and financial flows in networks of intra- and inter-organisational
relationships that together add value and achieve customer satisfaction (Mentzer,
Dewitt, et al., 2001; Stock & Boyer, 2009). From a process perspective, it in-
cludes planning, procurement, production, and distribution logistics, but it does
not focus solely on any one of these areas (Cooper et al., 1997).

Unlike the traditional supply chain, which usually focuses on economic and
financial business performance, a sustainable supply chain is characterised by
a clear integration of environmental or social goals that extend the economic
dimension to the triple bottom line (Gold et al., 2013; Seuring & Miiller, 2008a).
The issue of implementing the principles of sustainable development into
supply chain management has been widely discussed in recent years (Ahi &
Searcy, 2013; Ansari & Kant, 2017; Baraniecka, 2015; Beske-Janssen, Johnson,
& Schaltegger, 2015; Brandenburg, Gruchmann, & Oelze, 2019; de Oliveira,
Espindola, da Silva, da Silva, & Rocha, 2018; Gimenez & Tachizawa, 2012;
Mari¢ & Opazo-Basaez, 2019; Urbaniak, 2018b). Managing supply chains in a
sustainable manner is becoming a growing problem for companies of all sizes
and operating in many industries. Meeting environmental and social standards
at all stages of the supply chain ensures that (at least) a minimum level of sus-
tainability is achieved. This more reactive approach to responding to external
pressure from governments, consumers, and non-governmental organisations
(NGOs) or the media (Seuring & Miiller, 2008b) can be complemented by the
development and introduction of sustainable products. This discussion focuses
on closely related areas, such as sustainable, responsible, green, closed, or ethi-
cal chains, and the concepts are often used interchangeably (Ahi & Searcy, 2015;
Gurtu et al., 2015). In the following, I will present and briefly discuss supply
chains that respect the principles of sustainable development.
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Sustainable supply chain

We have been observing the interest of researchers in sustainable supply chains
in the literature for some time (Ahi & Searcy, 2013; Ansari & Kant, 2017; Ku-
mar & Bangwal, 2022; Touboulic & Walker, 2015). According to one of the
more often cited definitions, sustainable supply chain management is:

the management of material, information and capital flows as well as coop-
eration among companies along the supply chain while taking goals from all
three dimensions of sustainable development, i.e., economic, environmental
and social, into account which are derived from customer and stakeholder
requirements.

(Seuring & Miiller, 2008a, p. 1700)

A sustainable supply chain transparently integrates an organisation’s social,
environmental, and economic goals through the systematic coordination of in-
ter-organisational business processes to improve the long-term economic perfor-
mance of the organisation, its supply chain and stakeholders (Carter & Rogers,
2008; Taticchi et al., 2013; Zimon et al., 2019). A feature of such a chain is the
use of environmentally friendly resources to sustain its development in the long
term (Golinska, 2014). Sustainable supplier selection and order allocation are
core activities in sustainable supply chain management that can significantly
impact a company’s efficiency and impact profitability, flexibility, and even agil-
ity (Hendiani et al., 2020). According to Sisco et al. (2011), a sustainable sup-
ply chain means managing environmental, social, and economic impacts and
encouraging good management practices throughout the life cycle of goods and
services.

A sustainable supply chain allows you to achieve organisational goals through
the use of innovative technologies (Kim et al., 2014), but the implementation
of sustainable supply chain management also requires overcoming barriers
(Yadav & Singh, 2020). The most important internal barriers include cost, lack
of legitimacy, lack of commitment and support from top management, and lack
of training; while external barriers include regulation, weak supplier involve-
ment, resistance to the adoption of advanced technologies, financial constraints,
and industry-specific barriers (Tseng et al., 2019; Walker et al., 2008).

Socially responsible supply chain

A socially responsible supply chain refers to the concept of corporate social
responsibility (CSR) and is defined as a union of its participants who jointly
adapt, implement, and coordinate values, strategies, and tactics to combine all
levels of social responsibility with business processes in the chain (Li et al.,
2021; Vaaland & Owusu, 2012). The concept of corporate social responsibility
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was incorporated into the supply chain by Carter and Jennings (2002) arguing
that suppliers may be in a better competitive position due to the increased in-
volvement of buyers in socially responsible activities. In turn, Carter and Rogers
(2008) emphasise that the integration of environmental, social, and economic
criteria in supply chain management allows an organisation to achieve long-term
economic profitability.

The inclusion of CSR principles in supply chain management has gained im-
portance in recent years, due to the negative effects on the organisation resulting
from the socially irresponsible behaviour of its suppliers (Cole & Aitken, 2019;
Sinkovics et al., 2016; Tang, 2018). Integrating CSR and supply chain manage-
ment means taking into account such aspects as, among others: social issues as
a priority during purchasing processes (Alghababsheh & Gallear, 2020; Miem-
czyk & Luzzini, 2019; Sancha et al., 2016); the impact of modern-day slavery
and how organisations should deal with it in their supply chains (Bodendorf
et al., 2022; Gold et al., 2015; New, 2015) and how ethical issues are dealt with
in the context of the supply chain (Choi et al., 2022; Eltantawy et al., 2009;
Shafiq et al., 2020). Thus, CSR in supply chains focuses on the development and
implementation of practices that serve the main economic goals of the company,
while taking into account legal, ethical, and discretionary obligations in the sup-
ply chains (Carroll, 2016).

Green supply chain

In response to increasingly stringent environmental regulations and the need
to meet them, supply chain partners are increasingly making decisions to co-
operate (Chen et al., 2017; Somjai et al., 2020). The concept of a green supply
chain reflects the joint efforts of manufacturers and supply chain partners to
achieve common environmental goals (Yang et al., 2020). Green supply chain
management focuses on inter-organisational interactions from the perspective of
factors influencing economic performance and environmental aspects, such as
the minimisation of greenhouse gas emissions, environmental waste, optimisa-
tion and use of resources, and reduction of waste resulting from its use (Sarkis
etal., 2011; Tseng et al., 2019; Villanueva-Ponce et al., 2015). To obtain greater
benefits from cooperation within the green supply chain, an environmental man-
agement company must effectively and efficiently manage its internal and ex-
ternal processes by building an inter-organisational team, sharing information,
and jointly solving environmental problems (Aslam et al., 2018; Green et al.,
2012; Wu, 2013). Companies are therefore adopting environmentally friendly
supply chain practices as a priority for both environmental sustainability goals
and financial performance (Hashmi & Akram, 2021; Ramanathan et al., 2014).
Green supply chain management covers all stages of production: product
design, supplier selection, material resources, production process, product
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packaging, product delivery to customers, and recycling (Witkowski & Pisarek,
2017). The green supply chain, which includes an inclusive philosophy of sourc-
ing, production, distribution, and reverse logistics, aims to improve the sustaina-
bility and environmental performance of companies (Birou et al., 2019; Hashmi
& Akram, 2021; Yildiz Cankaya & Sezen, 2019). According to Birasnav et al.
(2022) there are external and internal practices that are followed in green supply
chain management. External processes include (1) Supplier management and
collaboration, (2) Customer collaboration, and (3) Community and NGO col-
laboration. The internal processes, on the other hand, include (1) Internal envi-
ronmental management, (2) Green Logistics, (3) Green purchasing, (4) Green
technology, (5) Green finance (investment recovery), and (6) Life cycle analysis
and measurements. Therefore, the implementation of green supply chain prac-
tices requires the involvement of both organisations and stakeholders to achieve
significant environmental goals.

Circular supply chain

Circular Supply Chain Management integrates the concept of a circular econ-
omy with supply chain management. According to Farooque et al. (2019) circu-
lar supply chain management is the integration of circular thinking with supply
chain management and the surrounding industrial and natural ecosystems. It
systematically restores technical materials and regenerates biological materials
toward a zero-waste vision through system-wide innovation in business mod-
els and supply chain functions from product/service design to end-of-life and
waste management, involving all stakeholders in a product/service life-cycle,
including parts/product manufacturers, service providers, consumers, and users
(Farooque et al., 2019).

The purpose of these types of chains is to organise and coordinate organisa-
tional tasks such as production, marketing, information technology, finance, lo-
gistics, and customer service, within all entities and institutions involved in the
supply chain, to minimise waste and emissions, through resources and circular
management energy (Gonzalez-Sanchez et al., 2020; Sun et al., 2020). These
activities will result in improving operational efficiency and effectiveness and
generating a competitive advantage (De Angelis et al., 2018; Geissdoerfer
et al., 2018; Kiihl et al., 2022). The development of circular supply chains de-
pends on four dimensions: (1) greater strength in the relationships established
in the supply chain, (2) adaptation of logistics and organisation, (3) disruptive
and smart technologies, and (4) a functioning environment (Gonzalez-Sanchez
et al., 2020). Figure 10.1 shows the course of typical circular supply chain
processes.

The circular supply chain includes the processes of the flow of materials and
flow of returns as well as the accompanying information flows. The goal of man-
ufacturers is to capture added value in the supply chain.
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Figure 10.1 Circular supply chain reverse processes

Source: Own elaboration based on: (Centobelli et al., 2022).

Closed-loop supply chains

The closed-loop supply chain integrates and coordinates the flow of goods both
forward — from suppliers of raw materials for production to downstream entities
(e.g., consumers); as well as managing the backflows from downstream suppliers
to upstream suppliers (Kuvvetli & Erol, 2020). According to Guide and Van Was-
senhove (2009) a closed-loop supply chain constitutes “the design, control, and op-
eration of a system to maximize value creation over the entire life cycle of a product
with the dynamic recovery of value from different types and volumes of returns over
time” and also includes product return management, leasing, and remanufacturing
(Govindan et al., 2020; Guide & Van Wassenhove, 2009; Niu et al., 2019).

The goal of closed-loop supply chains is to recover the value of products by
reusing them, and improving or replacing some components so that the product
obtained in this way is of the full value (Wang et al., 2018; Zu-Jun et al., 2016).
This type of chain can be more cost-effective and energy-efficient than the tra-
ditional one, due to the reduction of waste and input materials and the improve-
ment of the company’s social image (Bhatia et al., 2020).

Closed-loop supply chains consist of two parts — reverse chain and direct
chain (forward). In the direct chain, the flow of products starts with the suppliers,
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continues through the factory, and then distributors deliver the final products
to customers to meet their requirements (Govindan et al., 2020; Malekinejad
et al., 2022). The reverse chain starts with picking up the products used by end
consumers and sending them down the supply chain (Govindan et al., 2020).
Coordination of flows in the direct and return chain and placing them in paral-
lel next to each other create a closed-loop supply chain. It includes direct reuse,
repair, modernisation, and reproduction (Bhatia et al., 2022; S. Kumar & Yama-
oka, 2007). Returns of products from consumers to producers or another party
characterise the main difference with the classic supply chain, which focuses on
the forward flows of goods (Brzezinski et al., 2021; De Giovanni & Zaccour,
2022; Katsoras & Georgiadis, 2022). A closed-loop supply chain thus effectively
connects the conventional supply chain with reverse logistics.

Conclusions

In the context of supply chains, issues such as environment, ethics, diversity,
labour and human rights, fair trade, health and safety, and corporate philan-
thropy have been explored in different types of chains (Hashmi & Akram, 2021;
Karthick & Uthayakumar, 2022; Kumar et al., 2022; Malekinejad et al., 2022).
Within the supply chains, initiatives are more often undertaken aimed at caring
for the environment or society (Carter & Jennings, 2004; Ciliberti et al., 2008;
Maignan et al., 2002; Yuen et al., 2017).

Sustainable supply chain management means extending the traditional concept
of supply chain management with the dimensions of sustainable development.
This is reflected in the various supply chains that address economic, environmen-
tal, and social demands. Traditionally, many companies only considered profit-
ability and economic factors when designing their supply chain network (Tang
& Zhou, 2012). However, the current trend in recent years has turned towards
decision-making in supply chain management through the prism of integrating
environmental and social aspects with economic aspects (Brandenburg et al.,
2014; Lee & Tang, 2018; Li et al., 2021). Going beyond economic goals and in-
tegrating environmental and social goals into supply chain decisions is driven by
increasing pressure from various stakeholders — including governments, workers,
and customers — concerned about issues such as global warming, depletion of nat-
ural resources, human rights, etc. (Brandenburg et al., 2014; Majhi et al., 2021).

On the other hand, the international market causes the pressure and expecta-
tions of stakeholders to often become global. Globalisation places demands on
supply chain management to go beyond purely economic issues, and also take
into account, for example, fair working conditions, and environmentally friendly
production. Due to the growing awareness of the public about environmentally
friendly (green) products, green improvement has become an important factor in
supply chain management.
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Introducing the principles of sustainable development in supply chains re-
quires that this concept is embedded in the entire organisation, including sub-
sidiaries abroad and offshore suppliers. Considering the growing importance
of the “triple-bottom-line” in supply chain management, the ecological and so-
cial dimensions are important determinants of modern supply chains (Winter
& Lasch, 2016). The pressure to create shared value is forcing companies to
deliver win-win outcomes in terms of social responsibility, environmental care,
and cost-effectiveness. Internal and external stakeholders also monitor corpo-
rate social responsibility and its impact on the environment. The inclusion of
the principles of sustainable development in the management of supply chains,
therefore, seems to be a necessity.
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11 Sustainable marketing

Katarzyna Wiktoria Syrytczyk

Introduction

The marketing concept indicates meeting the needs and requirements of custom-
ers. In today’s global society, customers are getting more concerned about global
economic, social and environmental problems: people are aware of population
growth, widening gap between rich and poor societies, global warming, resource
scarcity issues, increase in health problems caused by air and water pollution, and
chemically treated food. What customers want today is a better quality of life for
current and future generations. The quality of life of future generations depends
on how today’s companies protect the environment and take responsibility for
their actions. Customers want to support companies that demonstrate strong ethics
and stewardship of human beings and the planet. Organisations are being forced to
comply with the principles of sustainable development and to act in a sustainable
way to remain successful. This success is not only guided by the economic aspect
but also by social and environmental aspects. This responsible approach must be
evident in business strategies, practices and behaviours. Sustainable marketing
requires responsible actions, tools that take into account social and ecological as-
pects, and sustainable marketing practices that create value for society as a whole.

The main goal of this chapter is to discuss the concept of sustainable market-
ing, which is “socially and environmentally responsible marketing that meets the
present needs of consumers and businesses, and at the same time, also preserv-
ing or enhancing the ability of future generations to meet their needs” (Kotler,
Armstrong, 2017). To achieve that aim, based on sustainable marketing litera-
ture, there were discussed: definition of sustainable marketing, its roots and evo-
lution, examples of the common criticisms of traditional and green marketing,
actions that promote sustainable marketing, principles and elements of sustain-
able marketing and its role in modern marketing.

Sustainability, responsibility and sustainable marketing

The problem of the imbalance of economic, social and ecological development
has become the subject of increased global public interest since the 1960s. The
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United Nations has taken steps to implement the concept of sustainable devel-
opment. Initially, attention was focused on activities related to the problems of
resource depletion and environmental protection. Later, the area of interest was
expanded to include the social and economic spheres. It was recognised that
the main goal of sustainable development is the quality of life, as indicated by
mental and material dimensions (Koztowski, 2000). Today, most conversations
about sustainability are about human well-being (Hurth, Whittlesea, 2017).

Currently, in the literature on the subject, the concept of sustainable develop-
ment is the dominant concept of socio-economic development. The main goal
of sustainable development is to ensure that it “meets the needs of the present
without compromising the ability of future generations to meet their own needs”
(WCED, 1987). Over the years the international community associated with the
United Nations has tried to establish and clarify the goals to be followed by sus-
tainable development. The present 17 Sustainable Development Goals (SDGs)
were adopted by the UN member countries, who declared their readiness to
achieve them by 2030, and to contribute towards implementing them by incor-
porating the 2030 Agenda as a reference framework into their strategies, poli-
cies and processes (United Nations General Assembly, 2015). Today, companies
aspiring to stay sustainable, are taking efforts to manage in ways that support the
objectives of the UN 2030 Agenda and SDGs.

On the corporate level, the concept that encompasses issues such as sustain-
ability and corporate philanthropy is the corporate social responsibility (CSR)
and it has never been more prominent on corporate agenda (Smith, Lenssen,
2009). The term CSR has always been difficult to define; there is no single, gen-
erally agreed definition (Taneja, Taneja, Gupta, 2011). International Organiza-
tion for Standardization (ISO, 2010) considered social responsibility as:

responsibility of an organization for the impacts of its decisions and activi-
ties on society and the environment, through transparent and ethical behav-
iour that: contributes to sustainable development, including health and the
welfare of society; takes into account the expectations of stakeholders; is in
compliance with applicable law and consistent with international norms of
behaviour; and is integrated throughout the organization and practised in its
relationships.

Today’s companies need to develop competitive strategies aimed to meet the
expectations of society and different stakeholders. They are interested in es-
tablishing friendly relations with their external (customers, business partners,
creditors, local community, and others) and internal (owners, employees, man-
agers, and shareholders) stakeholders (Freeman, 2010). If the company meets
the consumers’ needs, its shareholders will also be rewarded. More companies
are coming to understand that it is in their economic interest to address social
and environmental impacts in a manner that is integrated with their operations.
Being a sustainable company has some advantages for the company: sustainable
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thinking creates innovation and new products without increasing the environ-
mental footprint, or it can help save money by reducing energy consumption or
minimising waste.

Marketing has been defined by the American Marketing Association as “the
activity, set of institutions, and processes for creating, communicating, deliver-
ing, and exchanging offerings that have value for customers, clients, partners,
and society at large” (AMA, 2017). This definition has evolved and became more
sustainable than the earlier ones, highlighting marketing as value-based customer
relationships that benefit the organisation and its stakeholders. Marketing is still
about creating value for consumers, but today it also mentions the importance of
partners and the need for creating value for society at large. Sustainable marketing
is generally considered to be within the boundaries of sustainable development
(Peattie, 2001). Martin and Schouten (2012) define sustainable marketing as:

the process of creating, communicating, and delivering value to customers
in such a way that both natural and human capital are preserved or enhanced
throughout (...) so that all the marketing processes are environmentally and
socially benign while helping to bring about a society in which striving for
sustainability is the norm.

What sustainable marketing is not

The traditional marketing concept focuses on meeting the current needs of both
the target customers as well as the company’s short-term sales and growth. These
two can be achieved by engaging customers and giving them what they want at
a given moment. However, sometimes marketing does not serve the future best
interests of either the customers or the business as it creates too much material-
ism and too few social goods. Marketing has been criticised for being a driver
of unsustainable outcomes. Unsustainable overconsumption and overselling of
private goods result in social costs which may include air pollution, resource
shortages, environmental deterioration, population growth, world hunger and
poverty. Marketing, through its consumption-oriented practices, may have pro-
moted unsustainable production and consumption practices. Today’s challenge
is to stop or reverse that unsustainable production and consumption. Under such
conditions, the traditional marketing concept turned out not to be an appropriate
philosophy (Crompton, Alexander, Shrubsole, 2011).

Some companies still use questionable marketing practices that may cause fu-
ture harm to the environment or society. Those practices are not consistent with
sustainable marketing and they will not result in customer value and satisfac-
tion and will not create sustainable customer relationships. Marketing has been
accused of harming consumers through high prices, deceptive practices, high-
pressure selling, unsafe products, poor service for disadvantaged consumers and
planned obsolescence (Kotler, Armstrong, 2017).
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High prices are mainly caused by high costs of distribution, advertising, sales
promotion, excessive mark-ups and packaging that adds mainly psychological,
not functional, value. On the other hand, some consumers are willing to pay
more for high-quality products that provide them that psychological value. Other
questionable marketing practices include deceptive practices that lead consum-
ers to think they will get more value than they actually do. These deceptive
practices can be used in promotion, packaging, and pricing. Some practices may
include misrepresenting the product’s features, using misleading labelling or
terms, or a false price reduction. By using such practices, companies will lose
consumers, who did not get what they expected. By using high-pressure selling
practices, consumers are pushed to buy products they actually did not want to
have. Critics also complain that marketing pushes products that are low quality,
do not perform well or are sometimes even harmful and unsafe. Sometimes com-
panies refuse to open or expand more stores to underserved communities, be-
cause they do not want to focus on low-income areas (Kotler, Armstrong, 2017).

Another criticism involves the practice of some companies of planned obso-
lescence of products. It is a business strategy in which obsolescence is planned
and built into the product from its early conception. The effect of this strategy
is that such products have a limited lifetime, they become unserviceable or un-
profitable to repair and a consumer feels the need to purchase new products
and services that the manufacturer brings out as replacements for the old ones
(Hindle, 2008; Slade, 2006). Methods supporting the strategy of planned obso-
lescence are also used in services: no possibility of repairing the product out-
side authorised service centres due to the necessity of using specialised tools;
expensive spare parts consisting of large modules; frequent changes of product
components (Hamrol, Najlepszy, 2013). Major types of the act of intentionally
shortening a product’s usable life are (Aladeojebi, 2013):

— technical obsolescence — occurs when producers create a new product, due to
rapid changes in technology, to replace the older version, which is no longer
needed even though it is still working but does not provide the same satisfac-
tion because more functions are available in the newer version;

— limited functional life design — a process according to which products are de-
signed with a specific lifetime, producers create disposable products or build
mechanisms that end the life of a product;

— design for limited repair — aims to produce a product, the cost of repair of
which is so high that the consumer decides to replace that product;

— design aesthetics that lead to a shorter period of satisfaction — products that

are designed to wear out easily and look old as soon as a newer version is
offered.

All the above-mentioned practices have a negative impact on individuals, on
the environment and lead to the waste of resources. Shorter, more expensive,
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energy- and raw material-consuming use of products is causing excessive waste
that leads to environmental degradation. And it is the society that pays for the
environmental damage. Thus, those practices contradict the idea of sustainable
development and socially responsible business.

There are also some questionable green marketing practices. Today, due
to the fact, that green markets are expanding, more companies are commu-
nicating about the greenness of their products and practices. More companies
have website sections that are dedicated to disclosing environmental and so-
cial policies and performance. Green advertising has nearly tripled since 2006
(Delmas, Burbano, 2011). Some studies show, that there is a difference be-
tween consumer buying behaviour and the environmental concern of consum-
ers. Even if consumers express a positive attitude about the environment, they
can have a problem with turning this attitude into positive behaviour (Mataract
& Kurtulus, 2020). Along with the increasing number of green products and
claims, the phenomenon of greenwashing is also becoming a significant prob-
lem. Greenwashing is characterised as (Lyon, Maxwell, 2011) “the selective
disclosure of positive information about a company’s environmental or social
performance, without full disclosure of negative information on these aspects,
so as to create an overly positive corporate image”. This image is misleading
and deceives customers because claims about the company’s environmental
performance or the environmental benefits of a product or service are simply
false. A company that uses greenwashing strategy simultaneously engages in
two behaviours: poor environmental performance and positive communication
about its environmental performance (Delmas, Burbano, 2011). Consumers
are deliberately misled by being sent false or incomplete marketing messages
containing information about a company’s concern for the environment when,
apart from the green label, the products have little to do with ecology. Com-
panies using greenwashing strategies usually spend more funds on promot-
ing supposedly environmentally friendly products and actions rather than on
changing the production process and following sustainability rules. Green-
washing is definitely unethical, as organisations take advantage of consum-
ers’ ecological sensitivity. The TerraChoice (2010) report on environmental
claims made in the North American consumer market showed that the num-
ber of products claiming to be green increased by 73%. Over 95% of green
products committed at least one of the seven sins of greenwashing. The seven
sins of greenwashing (TerraChoice, 2010) are the sin of the hidden trade-off
(green claims are based on a narrow set of attributes of the product), the sin of
no proof (claims that cannot be substantiated by easily accessible supporting
information or by a certification), the sin of vagueness (claims that are poorly
defined or broad that its real meaning may be misunderstood by the consumer),
the sin of irrelevance (claims that may be truthful but are unimportant for con-
sumers seeking environmentally preferable products), the sin of lesser of two
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evils (claims that may be true within the product category, but that distracts the
consumer from the greater environmental impacts of the category as a whole),
the sin of fibbing (claims that are simply false), the sin of worshiping false
labels (claims that give the impression of third-party endorsement where no
such endorsement exists).

On the other hand, because of the fact that many activists accuse companies
of greenwashing claims and may encourage consumers to boycott their products,
some managers hesitate to promote their ecological products. The way to avoid
greenwashing sins is to have an approach to marketing communication which is
based on dialogue with stakeholders, and not to rely on the selective use of green
information (Peattie, Belz, 2010). To reduce the occurrence of greenwashing, effort
should be put into increasing the environmental awareness of customers; spreading
knowledge of the greenwashing phenomenon; introducing legal regulations defin-
ing and counteracting the occurrence of greenwashing; giving reliable information
about the labels that green companies can use; trying to unify green labels; encour-
aging companies to apply green standards and report clearly on their environmental
activities.

Sustainability in marketing

The idea of marketing has evolved from a product-driven approach (later de-
fined as Marketing 1.0) that was focused on boosting sales at the lowest pos-
sible cost, through a consumer-centric focus (defined as Marketing 2.0), but
treating consumers as passive targets to Marketing 3.0 — value-driven market-
ing in which consumers are treated as partners (Kotler et al., 2010). Before the
sustainable marketing concept became popular, in the 1970s, scientists first
started to focus on ecological marketing that was connected with environmen-
tal problems. Later, in the 1980s, the concept of environmental marketing dis-
cussed the need of using clean technology, and understanding and targeting the
green consumer (Hunt, 2011). Marketing has also been acknowledged as hav-
ing an impact on identities, culture and societal behaviour (Hurth, Whittlesea,
2017).

Peattie and Belz (2010) mentioned that there were only two sets of ideas about
marketing that fundamentally challenged the dominant marketing paradigm.
The first set of ideas includes macro-marketing, societal marketing, ethical mar-
keting, green marketing, environmental marketing and eco-marketing. These
concepts discussed the social and environmental impacts of marketing activi-
ties. The second set of ideas emphasises the process of forming and maintaining
relationships with customers as well as the process of delivering value to them.
Peattie and Belz (2010) merged these two sets of challenging ideas and pre-
sented a vision of a new integrated approach to sustainability marketing. They
emphasise the need of involving social and environmental criteria in marketing
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thinking, marketing values and marketing goals. Sustainable marketing requires
progress towards more sustainable consumption and production and innovative
thinking in four key areas (Peattie, Belz, 2010):

— treating socio-ecological problems as a starting point of the marketing pro-
cess; these problems and the customer’s wants and needs should be consid-
ered in a balanced and coordinated ways;

— a holistic approach to understanding consumer behaviour; sustainable mar-
keting must take into consideration all the stages of consumer behaviour, not
only the phase before purchase and the moment of purchase but also the use
and post-use phase of the consumption process;

— reconfiguration of the marketing mix; Belz and Peattie (2009) proposed a
new “4Cs” sustainability marketing mix which is more customer orientated:
customer solutions, customer cost, convenience and communication;

— appreciation of the transformational potential of marketing activities and
relationships.

Kotler and Armstrong (2017) point out two major movements that promote
sustainable marketing: consumerism, which is to improve the rights and power
of buyers in relation to sellers and the second movement — environmentalism,
which is to protect and improve people’s current and future living environment.
The marketing system’s aim should be to maximise life quality not to maximise
consumption or consumer satisfaction. Currently, most companies are adopting
policies of environmental sustainability, that do both: sustain the environment
and generate profits. First of all, companies need to realise that they should be-
come part of the solution to social and environmental problems, and not to be
a part of these problems. Then they need to develop a vision of sustainability
which is to guide companies through the stages of sustainability strategy. The
main stages of sustainable strategy were defined by Hart (1997). Actions that
can be undertaken at the most basic level are connected with pollution preven-
tion, which means eliminating and minimising waste before it is created, imple-
menting internal programs to design ecologically safer products, recyclable and
biodegradable packaging, better pollution controls, and more energy-efficient
operations (Kotler, Armstrong, 2017). At the next level — product stewardship —
minimising all environmental impacts throughout the full life cycle of today’s
products and making them easier to recover, reuse, recycle, or safely return to
nature after usage. Such actions also allow the reduction of costs of the product.
Further actions include developing new clean technologies that make it possi-
ble to replace current products and processes with cleaner and environmentally
friendly ones. In the future, to direct activities, such as pollution prevention,
product stewardship, and clean technology, companies need to develop a strat-
egy framework, and a vision of sustainability to help create sustainable value.
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There can also be seen the need to co-create new businesses to serve the needs
of the poor and underserved.

Today, marketers to bring value to customers must take responsibility for sus-
tainable marketing. To guide marketing systems in their long-term performance,
help create customer value and strengthen customer relationships, Kotler (2017)
lists five sustainable marketing principles:

— consumer-oriented marketing — company should organise its marketing ac-
tivities from the consumer’s point of view by delivering superior value to
carefully chosen customers,

— customer value marketing — this principle says that a company should put
most of its resources into marketing activities designed to build customer
value,

— innovative marketing — this means the company should continuously improve
its products and marketing,

— sense-of-mission marketing — a company should adopt social and environ-
mental responsibility missions; when consumers perceive that a company is
socially oriented then the company should be able to gain competitive advan-
tage, improve reputation, and enhance consumer satisfaction (Pivato, Misani,
Tencati, 2008),

— societal marketing —a company should make their decisions after considering
what consumers want, what the company’s requirements are, and what their
and society’s long-term interests are.

Sustainable marketing goals can be achieved only when companies respect eth-
ical rules, when they develop corporate marketing ethics policies, which are
guidelines for everyone in the organisation. Kotler (2017) noticed that these
policies should include relations with distributors, standards of advertising, cus-
tomer service, pricing, product development, and also general ethical standards.

A new theoretical perspective on sustainable marketing, by expanding the
concept of the marketing mix, was provided by Pomering (2017). The purpose
of adding new elements was to provide more decision areas that will enable
broader communication with stakeholders to assure them of sustainability ef-
forts. New elements can provide the marketer with a guide for marketing for
sustainability, can encourage marketing managers to review and transform mar-
keting management and finally, can raise the level of sustainability-oriented
business in the marketplace. Pomering introduced ten controllable marketing
variables. The first four are the traditional McCarthy’s (1960) four Ps: prod-
uct, price, promotion and place. The others are taken but recalibrated from the
literature of services marketing: participants or people, processes, and physi-
cal evidence. Pomering, to highlight the role of human resource management,
also included participants in the mix — the company’s personnel, the customer,
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and other customers in the service environment. The new ones are priorities,
promises, principles, and partnerships. Those new Ps will contribute to the crea-
tion of individual and social values. Pomering argued that the expanded mix
for sustainability marketing is a necessary condition for marketers to optimally
drive sustainability marketing and facilitate more sustainable consumption. The
assumptions of Pomering’s (2017) expanded concept of the marketing mix are

— Products should be examined from both perspectives: production perspective
(materials that are used in production as well as processes and their social
and environmental impact) and consumption perspective (impacts of their
consumption and use).

— A sustainable price should include the cost of production externalities — the
economic, environmental, and social costs of a product’s manufacture. Such
a price should provide value for customers and a fair profit for the business.

— Sustainable promotion should not only inform and remind consumers about
the products but at the same time, also inform them along with other stake-
holders about the sustainability solutions the company provides and also
about the company as a whole.

— Sustainable place, or marketing channels, should not cause environmental
and social harm in the process of making a product or service available for
use or consumption.

— Participants will implement the change towards a more sustainable company
and take part in social and environmental actions.

— Sustainable physical evidence should inform about the firm’s sustainability
orientation, such as the use of recycled materials.

— Sustainable processes are the sustainable service delivery and operating sys-
tems including investing in e.g. renewable energy.

— Sustainable principles are the company’s values, an element of the company’s
identity. A company’s principles should demonstrate that it is sustainability-
oriented. They should reflect the company’s public commitment to some of
the SDGs.

— Promises around sustainability should be expressed in terms of the triple bot-
tom line and SDGs.

— Partnership occurs internally, that relies on internal marketing and human
resource management, as well as externally which includes the traditional
members of a company’s value-delivery network.

Sustainability should be embedded within the entire organisation, including its
subsidiaries abroad, offshore suppliers and should include employee training and
sharing of experience, training of key personnel at the supplier level, positive
incentives for suppliers in the form of long-term contracts and increased pur-
chasing orders, and regular auditing of suppliers’ efficiency (Andersen, Skjoett-
Larsen, 2009). The sustainability of a product depends upon the sustainability of
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the society in which it is produced and consumed (Peattie, Belz, 2010). Sustain-
able goals must span the entire value chain. Product sustainability might depend
on: (1) how the company sources the raw materials contained in the product, (2)
the sustainability of energy, (3) the social and environmental practices of all the
companies within the supply chain regarding human rights, working conditions,
product safety and quality, environmental standards and ethical behaviour of
suppliers, (4) how the product is purchased and used, and (5) what happens at the
end of the product’s life. It is also important to encourage the company’s custom-
ers, to make their activities more sustainable, to encourage suppliers, and others,
to create more responsible supply and distribution chains. Companies may also
work with their customers to improve the environmental impact of their products
in use. Small everyday consumer actions can add up to make a big difference.
Some scholars argue that for marketing to become a predominant force for
sustainability it will require a paradigm shift in assumptions, through man-
agerial approaches (Hurth, Whittlesea, 2017). Hurth and Whittlesea (2017)
characterised and examined the compatibility of sustainable marketing with
three of the marketing paradigms that are significant for sustainable marketing
management. Two paradigms: make-and-sell and sense-and-respond were rec-
ognised as incompatible, and the third emerging paradigm called guide-and-
co-create was discovered to be aligned with marketing management that can
deliver sustainability. The guide-and-co-create paradigm helps to create and
sustain a successful business that delivers long-term societal well-being out-
comes, but that requires marketers to guide customers and other stakeholders.
Hurth and Whittlesea (2017) introduced significant aspects of a new paradigm
that form six principles for “a sustainable marketing maturity framework™:

— the objective of a marketing manager is to serve the long-term well-being
of the target groups, and that can be achieved through serving the long-term
well-being of stakeholders who make this objective possible,

— marketing managers must be aware of the vital importance of their social
leadership role, and they must keep this idea in mind while making decisions,

— marketing managers can best transition along with their stakeholders towards
long-term well-being through the principles of co-creation,

— marketing managers must demonstrate long-term thinking in their decisions,

— marketing managers must work internally and externally to co-create and re-
port on the most appropriate indicators for long-term wellbeing,

— marketing managers must work to clearly emphasise the central role of mar-
keting in developing and maintaining business models.

Companies, to take the next step on their way to sustainable society must also
be able to communicate the results of their sustainable strategy. Traditional fi-
nancial reports no longer display the level of transparency and data many stake-
holders have come to expect today. Communication of sustainable strategy is
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possible through implementing environmental, social and governance reporting.
Some companies are incorporating financial and non-financial information into
one integrated report, that:

brings together the material information about an organisation’s strategy,
governance, performance and prospects in a way that reflects the commercial,
social and environmental context within which it operates. It provides a clear
and concise representation of how an organization demonstrates stewardship
and how it creates value, now and in the future.

(Towards Integrated Reporting, 2011)

Conclusions

The concept of sustainable marketing is becoming more popular thanks to the
growing importance of the idea of sustainable development. Sustainable devel-
opment can be achieved not only by active government intervention but also by
proactive corporate marketing (Sheth, Parvatiyar, 2021). Marketing can enable
the implementation of sustainable development at a company level, when its ac-
tivities are concentrated on achieving values of ethical, social, environmental and
economic character. Companies that claim to be sustainable need to approach
sustainability with real purpose and should not treat sustainability as a marketing
tool. The main theme of sustainable marketing is the ability of a company to cre-
ate, communicate, deliver and preserve value for consumers, partners and society.
Sustainable marketing must be visible in socially and environmentally responsi-
ble actions that meet both the immediate and future needs of customers, compa-
nies, and society as a whole. Achieving sustainable marketing behaviour requires
a shift in mainstream marketing management by those that implement, approve,
support and deliberate marketing activities (Crompton, Alexander, Shrubsole,
2011). The idea of sustainability should move towards the marketing mainstream.
The concept of sustainable marketing has emerged as both a trend in academic
research as well as an important business issue, which can be a source of competi-
tive advantage and is becoming a necessity. Sustainable marketing endures forever,
in that it delivers solutions to people’s needs which are ecologically orientated, via-
ble from the perspective of technical feasibility and economic competitiveness, and
based on relationships (Peattie, Belz, 2010). Even the stability of our global market
system depends on responsible behaviour, sustainable business models and proac-
tive management of the impact of business on society (Smith, Lenssen, 2009).
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12 Sustainable servitisation
in the automotive sector

An exploratory study

Damiano Petrolo, Lucrezia Songini, and
Paolo Gaiardelli

Introduction

The 2030 Agenda for Sustainable Development, signed on 25 September 2015
by the governments of the 193 member states of the United Nations (UN) and
approved by the UN General Assembly, has called on institutions, governments,
companies and society to make massive efforts to achieve 17 Sustainable De-
velopment Goals (SDGs), comprising 169 environmental, economic, social, and
institutional targets.

The resulting challenges have led the scientific and professional communi-
ties to reflect on the implementation of new business models that can ensure si-
multaneously environmental, economic, and social benefits (Raith and Siebold,
2018). Perhaps not by chance, interdisciplinary scientific debates concerning
sustainable business models have been increasing considerably in recent years
(Nosratabadi et al., 2019).

Among others, a topic that has attracted noticeable attention is that of sus-
tainable mobility (Holden et al., 2019). The issue holds many interrelated chal-
lenges. From an environmental perspective, it requires the reduction of the
carbon emissions of vehicles to achieve zero impact, which drives the develop-
ment of new electric, hydrogen, and hybrid engines (Shin et al., 2019. To create
these new high-tech solutions, a significant challenge emerges on the economic
sustainability front, as high research, development and production costs have
to be incurred and covered, mainly by manufacturers (Tang et al., 2019). Last
but not least, from a social perspective, the experimentation with inclusive mo-
bility models, supported in particular by the expansion of sharing economy, is
leading to renewed ways of using and conceiving vehicles, such as car-pooling
and car-sharing, as well as implementing alternative urban mobility solutions,
such as scooters and bike sharing (Nosratabadi et al., 2019). In this regard, it is
worth mentioning the concept of Mobility-as-a-Service (MaaS), understood as
the development of digital platforms aimed at providing citizens with several
complementary mobility services within a single digital environment (Smith and
Hensher, 2020).
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Through this manuscript, our aim is to enter the debate on sustainable mobil-
ity. To be more specific, in the following sections we will focus on servitisation,
intended as the attention paid by manufacturing companies to enlarging their
offering through services (Gaiardelli et al., 2016; Pistoni and Songini, 2018).
Furthermore, we will present and discuss how servitisation can support environ-
mental, economic, and social sustainability. The focus of this chapter, intended
as a pilot and exploratory study which is part of a larger research project involv-
ing several Italian universities and research centres, is the automotive and heavy
and commercial vehicles industries, which are intrinsically linked to the concept
of sustainable mobility, and can be considered reference sectors for understand-
ing the relationship between sustainability and servitisation, as both paradigms
have long been common elements of these businesses.

In the following, we present and discuss the theoretical background of ser-
vitisation and its relation to environmental, economic and social sustainability.
Then, we introduce the methodology and describe the sample involved for the
purpose of this study. Next, we present the main findings on the relationship be-
tween servitisation and environmental, economic and social sustainability in the
automotive sector. Finally, we discuss the results, highlighting the limitations of
this work, and presenting our conclusive considerations.

Theoretical background
Servitisation

Servitisation, conceived as the integration of services and products into the of-
ferings of companies aiming to create added value for customers (Raddats et al.,
2019), is considered one of the major recent trends in the manufacturing industry
(Zheng et al., 2021).

The factors that have contributed to the expansion of servitisation in manu-
facturing are manifold. A first ally is, without a doubt, digitisation (Frank et al.,
2019; Tao and Qi, 2017). Indeed, the acceleration in technological advances
and the consequent digital transition make it possible to design and implement
advanced systems of services to be offered to customers (Rapaccini et al., 2020).
In other words, digitisation can be seen as “an enabler and a driver of servitisa-
tion” (Martin-Pefia et al., 2018: 96). Several studies have found that the inter-
play between digitisation and servitisation positively impacts the profitability of
manufacturing companies (e.g., Abou-Foul et al., 2021; Kharlamov and Parry,
2021; Kohtamaéki et al., 2020).

Consistently with the previous consideration, the increased profitability lies
as a second factor contributing to the expansion of servitisation in the modern
industry (Wang et al., 2018). Despite the debate among scholars and practition-
ers on the impact of servitisation on profitability is still open, due to many con-
tradictory findings (Ambroise et al., 2018), the scientific evidence seems to be
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more consistent regarding the positive impact of servitisation on the operational
(Atif et al., 2021) and innovation performance (e.g., Shen et al., 2021; Weigel
and Hadwich, 2018).

Finally, servitisation enables manufacturing companies to have higher levels
of customer proximity (Kastalli and Van Looy, 2013), thus achieving greater in-
teractions with customers than non-servitised companies (Tan et al., 2019). This
becomes even more important for competitiveness, as service interactions trig-
ger co-creation processes between producers, customers (e.g., Huikkola et al.,
2016; Sjodin et al., 2016) and other partners of the service ecosystem (Gaiardelli
and Songini, 2018).

Servitisation and sustainability

Servitisation seems to be an extra arrow in the fight for sustainability (Kanatl
and Karaer, 2022).

From an environmental point of view, several recent studies have found that
servitisation affects the thinking of manufacturing companies, leading them to
reflect on how to create added value for their customers, also in environmental
terms (Chavez et al., 2019). In this regard, the recent history of servitisation
of manufacturing is full of examples of companies that have developed green
product-service solutions, properly designed to respond to the growing concern
of society about the issues of natural resource depletion and environmental deg-
radation and to create awareness of green issues in that part of the population
not yet concerned on the environment. This is the case of green maintenance
services, where activities are carried out using reconditioned spare parts and
making use of energy from renewable sources, or just eliminating the use of
paper as much as possible thanks to digitalised processes. Such a gradual trans-
formation towards a greener servitisation has also stimulated the implementa-
tion of circular economy business models (Abdelkafi et al., 2022; Doni et al.,
2019). This applies in many industries, such as mining (e.g., Vargas et al., 2022),
agricultural machinery (e.g., Kolling et al., 2022), and electrical and electronic
equipment production (e.g., Kim et al., 2022). Among others, sustainable mobil-
ity has been emerging as a new business model characterising the automotive
industry that entails significant changes in consumption models. The latters are
increasingly shifting from a logic based on customer ownership of vehicles to
solutions geared towards the satisfaction of needs through the use of a product
and/or one or more related services (the so-called product-service system). In
this respect, sustainable mobility represents an advanced stage in the evolution
towards result-oriented servitisation, whose implementation may create remark-
able positive effects on the environment, as it leads to less use of raw materi-
als, components and energy for the production of smaller volumes of vehicles.
In addition, the shared use of the same vehicles by many users means greater
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efficiency in the utilisation of the product during its life cycle. Further posi-
tive effects on the environment result from decreased traffic and thus lower air
pollutant emissions, reduced noise pollution, and improved road safety, which
translates into more livable and people-friendly cities.

From an economic point of view, although the scientific and professional
communities agree that servitisation has a positive impact on manufactur-
ing companies’ profitability, there is a risk of being faced with the so-called
servitisation paradox (Li et al., 2015). The latter consists of two facets (Brax
et al., 2021): (i) the financial paradox emerges when companies are unable to
cover the investments made to build their service offerings (Gebauer et al.,
2005); (ii) the organisational paradox happens when servitisation generates
organisational rigidity due to a failure to change in terms of capabilities and
mindset in the transition from a product-oriented to a service-oriented organi-
sation (Brax, 2005). Therefore, the recognition of the servitisation paradox
should invite us to reflect on servitisation as a holistic strategy that requires
profound organisational changes (Martin et al., 2020), not automatically im-
plying economic sustainability. In this respect, with regard to sustainable
mobility, the biggest challenge is to figure out how and when the massive
investments required in technology and infrastructure both by car manufac-
turers and institutions can start generating economic returns. In addition, the
evolution toward sustainable mobility entails significant changes in revenue
models and pricing policies, which pose challenges for both product-service
providers and customers.

Finally, with reference to the social dimension, scientific evidence of the
impact of servitisation on social performance is limited and dispersed (Moro
et al., 2022). Some studies have indeed found that servitisation has a positive
impact on social sustainability (e.g., Graga, 2021; Zighan et al., 2021) while oth-
ers have only indicated its potential influence (e.g., Martin et al., 2020; Zhang
etal., 2021). However, a clear gap in the literature on this issue emerges, despite
the development of new business and consumption models, such as MaaS, that
can have positive effects from this perspective. Indeed, they enable greater ac-
cessibility to products/services by customers, greater flexibility and customisa-
tion in meeting their needs, and a better quality of life for customers and the
community.

Methodology

The exploratory nature of this work led us to choose a qualitative methodol-
ogy, based on in-depth interviews involving managers and entrepreneurs of the
automotive industry, belonging to firms operating at different positions of the
service network. Given the pilot nature of this study, we decided to involve a
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limited number of people to better manage the complexities and any unforeseen
contingencies that may arise.

Specifically, the sample was composed of three experts in the automotive in-
dustry: the Managing Director of Alpha and President of the Italian branch of
one of the most relevant European Association of automotive makers; the Ser-
vice Design & User Experience Director of Beta; and the Owner and Managing
Director of Gamma. Respectively, the involved people represent the point of
view of an industrial and commercial vehicle manufacturer, an automotive trade
association, an innovative mobility service provider, and a dealer. As a conse-
quence, this composition of the research sample allowed us to achieve a high
level of heterogeneity of views, experiences, and opinions on the same issue.
Furthermore, the experts’ long experience in this field and the senior positions
held in their respective companies allowed us to draw highly strategic and gen-
eralised considerations.

The interviews were conducted during a roundtable where all three experts
were involved; it was recorded and then transcribed. Then, we applied a coding
process (Williams and Moser, 2019) which resulted in three codes in line with
our research objective: Environmental sustainability, Economic sustainability,
and Social sustainability. In the following section, we report the main results of
our analysis.

Results

Environmental sustainability

As evidenced by the Alpha’s and Beta’s top managers, the automotive sector’s
main challenge in terms of environmental sustainability concerns the production
of less polluting vehicles, intending to achieve zero emissions. In this sense,
vehicle manufacturers have long since begun the research and development pro-
cess leading them to produce vehicles with low environmental impact.

Beta is a new mobility company we are building within the Delta group, which
has already been engaged in fleet electrification for several years. Today, the
main challenge is creating solutions with little environmental impact. Delta
has already embarked on a very long journey of electrification, which began
with the Zeta car and continues with other increasingly electrified solutions.
(Beta’s Service Design & User Experience Director)

Another of the promises is hydrogen, so we are working hard on that. How-
ever, this solution requires a proper infrastructure to put electric or hydrogen
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vehicles on the road. Also, it is important to understand how this energy is
generated. The risk is that we move the problem upstream, thus having vehi-
cles with zero or almost zero impact but producing energy from fossil fuels
or coal. So, we have to be committed but very pragmatic.

(Alpha’s Managing Director)

Two main relevant challenges emerge from the previous consideration. The first
concerns the need to implement infrastructures, also investing in renewable en-
ergy sources, to support the mobility of electric or hydrogen vehicles. In this
respect, investments by central governments seem to play a crucial role. The
second lies in technological innovation. Indeed, even though the search for en-
vironmentally friendly vehicles began a time ago, with electric and hydrogen
solutions, the game seems to have only just started, as the solutions currently
developed, in particular in heavy truck vehicles sector, do not yet seem to be
sufficient to satisfy transportation and logistic companies’ needs:

All of truck manufacturers are at the forefront of this transition to electric,
with all the difficulties involved. However, today’s technology allows us to
have these kinds of vehicles more for urban use. Long-distance transport with
an electric vehicle is not possible yet, and long distances are still the predomi-
nant part of the sector.

(Alpha’s Managing Director)

In this context, a service-oriented business can effectively contribute to address-
ing critical issues that automotive companies have to face. For instance, new
services can be offered to help drivers to use and manage a technology they are
unfamiliar with and whose potential they may not fully exploit:

We must be good at assisting customers and helping them raise a new gen-
eration of drivers, desperately needed, trained in ecological and sustainable
driving.

(Gamma’s Managing Director)

Furthermore, the implementation of solutions and tools for measuring environ-
mental impact can be proposed to increase users’ awareness of the pollution
produced by their vehicles and activities.

We are developing solutions to reduce the environmental impact, involving
different types of users and bringing out through tangible measurements,
such as data, the reduction of CO, and noise pollution of vehicles on the road
today.

(Beta’s Service Design & User Experience Director)
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Finally, services can help create competencies and tools to support eco-driving
and, more broadly, eco-mobility. However, as pointed out by Alpha’s top man-
agement, the big enemy to beat in the fight for environmental sustainability re-
mains obsolete vehicle fleets as the number of old vehicles on the road is still
too high.

Frankly, we must look to the future, but we must also hit the big target... and
the big target today is the fleet, which is old and thus has an impact both from
an ecological point of view in terms of emissions and, let me say, from an
economic and safety point of view.

(Alpha’s Managing Director)

And it would be a cost-free initiative [...]. There would be a number of rea-
sons why these vehicles could serenely retire. There is, perhaps, not the will
to do so.

(Gamma’s Managing Director)

Economic sustainability

The high commitment to environmental sustainability of automotive players
translates into a high economic interest. However, as highlighted by the experts,
matching environmental with economic sustainability still remains an open issue
to solve.

The big problem remains matching environmental with economic sustain-
ability, which is a really big problem, actually. The only thing that can act as
a buffer is government aids.

(Gamma’s Managing Director)

Here, public economic support plays a crucial role, especially in the business-
to-business, as the market cannot totally afford the high costs of product-service
providers, due, on one hand to high costs of electric and hydrogen-powered ve-
hicles, and on the other hand on the available technology that seems to be more
suitable for urban mobility rather than to meet the needs of the freight transport.

The ecological transition in the freight mobility sector happens, and there
is no second thought. The problem is to reconcile the light vehicle and the
last-mile mobility requirements with the technical features of vehicles; on the
heavy vehicle we still have to find the right balance between the hardware
costs and the customer’s ability to pay these costs.

(Gamma’s Managing Director)



166 Damiano Petrolo et al.

However, what central governments make available to large manufacturers does
not seem to be sufficient to cover the huge costs incurred in producing environ-
mentally friendly vehicles.

Today, without government subsidies, an electric heavy truck vehicle is not

economically sustainable. We, as a country, are called upon to support this

transition. The solutions of public support, to date, are totally insufficient.
(Alpha’s Managing Director)

Consequently, it becomes essential to think, design and develop alternative and
sustainable business models to enable resilient organisations and create suitable
sources of capital to support the investments in research and development of
low-impact vehicles.

As manufacturers and distribution networks, we will be called upon to change
our skin. It is clear that these new types of vehicles will not have the “classic”
sources of profit that we are used to.

(Alpha’s Managing Director)

The subject of electrification requires manufacturers to invest a lot. If we then
go on to the subject of mobility, this is even more complex because, to date,
no business model is adaptable and, above all, scalable to meet all mobility
needs. When it comes to car sharing, there are different business models. We
are exploring others, but they are very costly.

(Beta’s Service Design & User Experience Director)

Hence, two main observations arise. First, new business models enabling man-
ufacturing companies to be resilient and economically sustainable go through
use-oriented servitisation strategies, such as car-sharing. Second, citizens and
users play a critical role in supporting these new business models. Therefore
they cannot shy away from the challenge, even if this requires to rethink and
change their (often bad) habits.

... We are looking for other strands that are more economically sustainable.
This implies people change their habits. If we are resilient, these changes
will become a habit. Without this, we will go nowhere. So, an economically
sustainable service-based business model is a key to achieving a long life and
giving all the experiments we are doing a chance.

(Beta’s Service Design & User Experience Director)

Social sustainability

The issue of our habits as citizens, customers and users of mobility services
becomes particularly relevant with regard to social perspective. In this context,
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digitalisation plays a key role. By enabling simple, user-friendly and affordable
access to services, it stimulates the demand for mobility services thus facilitating
the transition of the vehicle idea from a mere physical product to be purchased to
a platform for the provision of service solutions. Consistently, it fosters the shift
of customers from consumers to users.

Environmental sustainability is undoubtedly done by bringing less and less
polluting solutions to the market. [...] we can create platforms to personalise
individual needs, including public and private transport. They can be increas-
ingly easy to access, increasingly digitised, and they are very user-friendly
and affordable. However sustainability comes through the ability to make
people change their habits. That is the biggest challenge.

(Beta’s Service Design & User Experience Director)

Finally, two other considerations arise. First, the needs of the new generations
in terms of mobility, such as integrated and usership-based mobility, are far dif-
ferent from those of previous generations, posing the challenge of creating new
solutions that meet the new forms of demand. Second, servitisation offers nu-
merous solutions for satisfying both integrated and usership-based mobility, thus
meeting the needs and demands of the new generation while promoting social
sustainability.

[...] indeed, approaching integrated mobility is totally different from what
we have experienced till now. It is really about redesigning completely one’s
rules of life.

(Gamma’s Managing Director)

Considering also the social issues of the new generations, which increasingly
focus on usership and less on ownership, Beta was born two years ago with
the aim of providing asset-based mobility services based on the electrified
vehicles of the Delta group.

(Beta’s Service Design & User Experience Director)

Final conclusion and limitations

The fight for environmental, economic and social sustainability in the automo-
tive sector presents many challenges and hides many pitfalls. In light of the
results obtained in this study, servitisation seems to be a valuable ally of automo-
tive manufacturing companies. From an environmental point of view, on the one
hand, one of the main challenge is to achieve zero emissions, which necessarily
means investing in research and development for producing vehicles with little
or no environmental impact, on the other it is also necessary to modernise the
current fleets, replacing them with new vehicles that perform better in terms of
emissions and safety. In this sense, our results suggest that servitisation might,
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both directly and indirectly, impact environmental sustainability. The direct im-
pact concerns the reduction of the adoption of raw materials, components and
energy, less pollution and more livable cities, as a consequence of the diffusion
of mobility as a service. The indirect impact implies the need to change the
modus operandi of product-service providers and customers, by training drivers
and raising people’s awareness about environmental issues, in line with what has
already emerged in other sectors.

However, continued investments in research and development are needed,
thus requiring product-service providers to maintain a high profitable business.
As the results show, this cannot be achieved without substantial central gov-
ernment supports. At the same time, service solutions can help by providing
direct economic support, thus fostering automotive companies’ resilience and at
the same time stimulating citizens and consumers, to question their driving and
mobility habits as well as rethinking their modus vivendi. In this perspective,
servitisation acts as a lever for promoting social sustainability.

The evidence of this research must be read in the light of its limitations. In
particular, we recognise that the exploratory nature of our study led to the choice
of starting with a sample which, although heterogeneous in terms of representa-
tion of the industry, is composed of a limited number of people. Nevertheless,
the quantity and quality of the emerging themes demonstrated the importance
of deepening the role of servitisation in environmental, economic, and social
sustainability in the automotive sector.

Servitisation cannot and should not be considered the panacea for such a com-
plex phenomenon as sustainable development. Rather, it represents a valuable
ally for environmental, economic, and social sustainability that becomes par-
ticularly valuable when there is an orchestration of the efforts of the different
actors involved.
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13 Sustainable HRM

Giulia Flamini and Luca Gnan

Introduction

The COVID-19 pandemic has significantly impacted the nature and process of
work (Mefi and Asoba, 2021). The COVID-19 pandemic has led to significant
changes in how work is organized and performed, with many organizations im-
plementing reduced working hours, remote and smart working, and reorganizing
work processes to adapt to the crisis (Manuti et al., 2020). These changes have
significantly impacted employees, increasing role ambiguity, job insecurity, and
social isolation (Manuti et al., 2020). Research has shown that such changes can
harm the Person—Environment (P-E) fit, well-being, satisfaction, and productiv-
ity of employees (Liang et al., 2022). P—E fit refers to the degree to which an
individual’s values, needs, and abilities are congruent with the demands and
opportunities of their work environment. A poor P—E fit can lead to decreased
job satisfaction, well-being, motivation, and commitment and increased turno-
ver (Kristof-Brown et al., 2005). Implementing remote and smart working, for
instance, can lead to increased feelings of isolation and disconnection from the
organization and can negatively impact employees’ well-being and motivation
(Liang et al., 2022; Liao et al., 2021). Additionally, job insecurity and role am-
biguity can lead to increased stress and anxiety among employees, negatively
impacting their well-being and productivity (Sverke et al., 2002; Van der Hei-
jden et al., 2004).

The quality of human capital is crucial for achieving sustainable development
(Kinowska, 2021). Employees are considered a strategic resource for achieving
sustainability and improving sustainable performance (Lorincova et al., 2019),
particularly during and after a crisis such as the COVID-19 pandemic (Mefi and
Asoba, 2021; Manuti et al., 2020).

The ability of organizations to successfully navigate and survive during and
after the COVID-19 pandemic is closely tied to their ability to manage change
effectively. According to the traditional change management literature, one of
the key factors in successful change management is the ability to gain the sup-
port and buy-in of employees (Kotter, 1996; Lewin, 1947). This can be achieved
by creating positive attitudes among employees towards the change, which is
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closely linked to building mutual trust between the organization and its employ-
ees. Sustainable human resource management (HRM) practices can build mu-
tual trust and create positive employee attitudes toward change. Organizational
behavior research has shown sustainable HRM (Su-HRM) practices, such as
promoting diversity and inclusion, fostering employee engagement and well-
being, and implementing policies that minimize the negative impact of the or-
ganization on the environment (Gao and Bansal, 2013a).

Moreover, Su-HRM can increase employee trust and commitment to the or-
ganization (Den Hartog and Koopman, 2004; Koopman and Thierry, 1996). Su-
HRM practices can also help organizations address the challenges posed by the
pandemic, such as the shift towards remote working, the need for increased flex-
ibility, and the impact on employee mental and physical health (Manuti et al.,
2020). For example, organizations can adopt flexible work arrangements, work-
life balance, and employee engagement and well-being programs to mitigate
the harmful effects of the pandemic on employees’ mental and physical health
(Aslam et al., 2020; Zhang and Wang, 2021).

In addition, Su-HRM practices can also help organizations develop their
employees’ capabilities and competencies, which is critical for organizations
to respond to the changing market conditions and achieve long-term success
(Lorincova et al., 2019). This can include practices such as training and develop-
ment, the design of reward systems, and trust-sensitive, participative leadership
(Thom and Schupbach-Bronnimann, 2003; Thom and Zaugg, 2002). In conclu-
sion, adopting Su-HRM practices can play a critical role in creating positive
employee attitudes toward change and building mutual trust, which is crucial for
organizations to survive during and after the pandemic.

Su-HRM is a holistic approach that prioritizes the organization’s and its em-
ployees’ long-term well-being. This approach considers HRM practices’ envi-
ronmental, social, and economic impacts and aims to balance these three effects
(Gollan and Roberts, 2017). Su-HRM aims to ensure that the organization’s
human capital is managed responsibly and ethically while also promoting the
organization’s long-term viability (Jackson and Ruderman, 2013). One of the
key components of Su-HRM is creating a work environment that is inclusive,
equitable, and supportive of both employees and the wider community (Sarkis
and Sundaram, 2016). This includes promoting diversity and inclusion and
implementing policies and practices that support the well-being of employees
and their families, such as flexible working arrangements and parental leave
(Brammer and Pavelin, 2016). Su-HRM practices include implementing green
initiatives, such as reducing carbon emissions and waste and promoting sustain-
able employee consumption patterns (Sarkis and Sundaram, 2016). Su-HRM
also includes fostering employee engagement and well-being. This includes
providing opportunities for employees to develop their skills and advance their
careers, promoting a healthy work-life balance, and supporting employee well-
being, such as health and wellness programs (Brammer and Pavelin, 2016). It’s
important to note that Su-HRM is not a one-time initiative but a continuous
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process that requires ongoing attention, monitoring, and adaptation to changing
circumstances. Su-HRM practices must be aligned with the organization’s stra-
tegic goals and be integrated into the overall management system (Jackson and
Ruderman, 2013). In conclusion, Su-HRM is a holistic approach to managing
human resources that prioritizes the organization’s and its employees’ long-term
well-being. By creating an inclusive, equitable, and supportive work environ-
ment, implementing policies and practices that minimize the negative impact of
the organization on the environment, and fostering employee engagement and
well-being, organizations can promote sustainable development and improve
their long-term viability.

Hence, Su-HRM research conceptualizes Su-HRM as a system of practices
aimed at simultaneously creating a mutual benefit between employers and em-
ployees (Stankeviciiite and Savanevicieng, 2018; Zaugg, 2002) and a bundle of
tools for corporate sustainability. Therefore, Su-HRM may be interpreted as an
extension of corporate sustainability (Strenitzerova and Achimsky, 2019b), pre-
senting the same tensions and paradoxes (Hahn et al., 2014).

On the one hand, Ehnert (2009b) highlights the importance of carefully crafting a
bundle of HRM practices to achieve a sustainable strategy. On the other, the Author
also recognizes the potential tensions and paradoxes that may arise in the process,
such as balancing efficiency and capability, economic and relational rationality, and
short-term and long-term effects. Hence, Su-HRM requires a complete approach
and a bundle of efficient and effective practices to create value for the organiza-
tion and its stakeholders (Gollan and Roberts, 2017). Su-HRM practices should be
designed to balance economic, social, and environmental considerations to achieve
long-term success (Brammer and Pavelin, 2016). This highlights the need to con-
sider short-term and long-term effects in implementing Su-HRM practices (Ehnert,
2009b). In synthesis, the Author identified three key paradoxes of a Su-HRM:

a Tensions between deploying human resources efficiently and maintaining
their capabilities.

b Tensions between economic and relational rationality (here, the main aim is
to maintain social legitimacy by acting responsibly).

¢ Tensions between short and long-term effects.

The COVID-19 pandemic has prompted researchers and practitioners to ex-
plore new frontiers in HRM (Ulrich, 2020) to solve the three above paradoxes.
This includes a continued focus on improving employee employability, self-
responsibility, and work-life balance (Thom and Zaugg, 2004), creating eco-
nomic value, organizational flexibility, and viability, and achieving mutually
beneficial outcomes for employees and employers.

However, the new reality created by COVID-19 also poses significant differ-
ent challenges to the principles of Su-HRM (Kinowska, 2021). The COVID-19
pandemic has brought about significant changes in the nature and process of
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work, requiring organizations to adapt and find new ways to manage their human
resources sustainably (Mefi and Asoba, 2021). According to Boxall (2013), an
HRM system creates mutual benefits for employers and employees by aligning
their needs and interests. This requires organizations to consider three key con-
ditions: capability match, commitment match, and contribution match (Valizade
etal., 2016).

Capability match refers to the fit between the employer’s need for a compe-
tent workforce and the employees’ need for a conducive work environment. The
pandemic has led to changes such as implementing remote and smart working.
Therefore, organizations must find ways to adapt their Su-HRM practices to
ensure that the work environment is conducive to the development and perfor-
mance of employees, even in the changed context.

Commitment match refers to the fit between the employer’s need for em-
ployee commitment and the employees’ need for job security and fair treatment
from the employer. The pandemic has led to increased job insecurity and role
ambiguity. Organizations must find ways to adapt their Su-HRM practices to
ensure that employees feel secure in their changed jobs and are treated fairly to
foster a sense of commitment.

Contribution match refers to the extent to which the employer and employees
perceive that their needs are being met. The pandemic has led to changes in how
work is organized and performed, and organizations must find ways to adapt
their Su-HRM practices to ensure that employees feel their needs are met.

In conclusion, the pandemic has brought about significant challenges for or-
ganizations in terms of managing their human resources sustainably. To meet
these challenges, organizations must find different ways to adapt their Su-HRM
practices to ensure that they align with the new reality created by the pandemic
to create mutual benefits and encourage even a more substantial alignment be-
tween employer—employee interests (Boxall, 2013). Employees who perceive
the employer as supportive are induced to accept any change and support the
corporate sustainability strategy and its challenges.

The chapter investigates the possible role of Su-HRM practices in leading
employees to develop positive, proactive organizational behaviors during and
after the COVID-19 pandemic emergency, helping the employer to corporate
survive.

Combining the three key paradoxes (Ehnert, 2009b) and the three key con-
ditions (Boxall, 2013), the chapter intends to explore how modern (post—
COVID-19) organizations might solve these paradoxes and accomplish these
conditions with a different mutual approach to a Su-HRM, implying

a HR practices or HR systems as configurations of HR practices that promote
well-being and human flourishing are “the right thing[s] to do on ethical
grounds” (Guest, 2017, p. 34) because the needs of employees are still too
often neglected.
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b Organizations that address mutual benefits in employment relationships out-
perform those that do not regard individual performance (Guest, 2017) and
sustainability (Laszlo et al., 2020).

This chapter examines and elaborates on a potential trajectory for HRM in
the post-pandemic era (Ulrich, 2020). The objective is to comprehend how
organizations can navigate the tensions inherent in Su-HRM and ensure or-
ganizational resilience over time by implementing HRM practices. These
practices should alleviate employees’ concerns about job security, facilitate
positive engagement with change, and ultimately contribute to organizational
survival.

The chapter is composed of three sections, including this introduction. The
second section describes Su-HRM and its paradoxes and introduces the change
management approach needed to implement Su-HRM. The third wrap up the
chapter’s content, adding recommendations for research and practice.

Sustainable HRM

Integrating sustainability principles into organizational practices has been a
topic of significant interest in the academic literature. The Brundtland Com-
mission of the United Nations defined sustainability in 1987 as “development
that meets the needs of the present without compromising the ability of future
generations to meet their own needs” (p. 43). Organizations have adopted this
concept worldwide to align their practices and operations with the principles
of sustainability (Gladwin et al., 1995; Starik and Rands, 1995; van Marrewijk
and Werre, 2003). Corporate sustainability necessitates that organizations ef-
fectively reconcile economic, ecological, and social concerns (Elkington, 1997,
Manzoor et al., 2019) while also balancing short- and long-term perspectives
(Manzoor et al., 2019). With this approach, organizations focus on income con-
sumption rather than capital (Dyllick and Hockerts 2002). However, as Berger
et al. (2007, p. 143) noted, “the integration of these elements is often fraught
with paradoxes and contradictions.” These inherent tensions can be difficult to
navigate and manage, so managers must be able to effectively address these
challenges (Hahn et al., 2014).

Research studies have also highlighted the importance of incorporating
sustainability into organizational decision-making (Bansal, 2005; Burritt and
Schaltegger, 2010). Furthermore, various frameworks and models have been de-
veloped to assist organizations in integrating sustainability principles into their
practices and operations (Esty and Winston, 2009; Friedman and Porter, 2011).
Additionally, a growing body of research has focused on the role of leadership in
promoting and implementing sustainability within organizations (Banerjee and
Eshghi, 2019; Lindgreen et al., 2010). These studies have emphasized the im-
portance of top management support and commitment to driving sustainability
initiatives within organizations.
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In summary, integrating sustainability principles into organizational practices
has been a topic of ongoing research and interest in the academic literature.
The concept of sustainability necessitates that organizations effectively recon-
cile economic, ecological, and social concerns while also balancing short- and
long-term perspectives. However, integrating these elements is often fraught
with paradoxes and contradictions, which managers must navigate effectively.
Research has also highlighted the importance of incorporating sustainability into
the organizational decision-making process, developing frameworks and mod-
els to assist organizations in integrating sustainability principles and the role of
leadership in promoting and implementing sustainability within organizations.

Managers must strive to simultaneously attain economic, environmental, and
social outcomes, as proposed by the triple bottom line framework put forth by
Elkington (1997). This requires taking into account the multifaceted implica-
tions of organizational actions at the societal level, as highlighted by Jensen
(2001), and addressing the prevalent short-term orientation of shareholders, as
discussed by Held (2001), Slawinski and Bansal (2012), and Hahn et al. (2014).
The achievement of sustainability requires the participation of various stake-
holders with diverse interests, which inherently leads to tensions and conflicts,
as noted by Hahn et al. (2014) and Maon et al. (2008). The holistic approach to
corporate sustainability posits that it is unfeasible to eliminate sustainable ten-
sions and organizations must adopt a paradoxical mindset to manage them effec-
tively, as proposed by Berger et al. (2007), Gao and Bansal (2013b), Hahn et al.
(2010), Kleine and Hauff (2009), Liu (2012), Smith and Lewis (2011), and Smith
and Tushman (2005). Furthermore, organizations must be vigilant to avoid un-
intended consequences, as Hahn et al. (2014) and Clarkson (1995) highlighted.

Su-HRM practices are valuable means for organizations to address the inher-
ent tensions of sustainability (Ehnert, 2009a; Kinowska, 2021; Strenitzerova and
Achimsky, 2019a). However, as extensions of a sustainable strategy, Su-HRM
practices are subject to the same corporate sustainability tensions and paradoxes
that managers must reconcile (Hahn et al., 2014).

The concept of Su-HRM is relatively recent, as noted by Stankevicitité and
Savaneviciené (2018). Like the definition of corporate sustainability, it centers
around satisfying the conflicting interests of different stakeholders. Su-HRM
refers to integrating HRM strategies and practices that align with and contribute
to the organization’s long-term financial, social, and ecological goals, internally
and externally, while addressing unintended consequences and negative feed-
back, as proposed by Ehnert et al. (2014). This approach to HRM balances eco-
nomic, social, and environmental sustainability, ensuring that the organization’s
actions are responsible and ethical, as Sarkis and Sundaram (2016) emphasized.
This concept of Su-HRM is becoming more relevant as organizations are facing
increasing pressure to operate more responsibly and ethically and to meet the
demands of various stakeholders, including employees, customers, suppliers,
regulators, and society as a whole (Bansal and McWilliams, 2011; Baumgartner
and Ebner, 2018; Blowfield and Murray, 2008).
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Su-HRM aims to “deploy employees in a way that their long-term develop-
ment and performance are not derogated but increased” (Zaugg, 2002, p. 14). Su-
HRM emphasizes employees’ satisfaction in their work (Esfahani et al., 2017),
as employees are considered a crucial and leading element in achieving sustain-
ability (Lorincova et al., 2019). Su-HRM aims to create a work environment that
supports satisfying employees’ aspirations, needs, and interests and encourages
positive actions that align with organizational goals (Lorincova et al., 2019). This
approach to HRM aims to create a work environment that is inclusive, equitable,
and supportive of both employees and the wider community (Jackson and Ruder-
man, 2013). It also involves implementing policies and practices that minimize
the negative impact of the organization on the environment while maximizing its
positive contributions to society (Sarkis and Sundaram, 2016).

As articulated by Ehnert (2009b), the practice of Su-HRM includes not only
the attraction and retention of motivated and skilled employees but also the pro-
vision of a healthy work environment and development opportunities, even in
adverse circumstances (Kinowska, 2021) such as the ongoing pandemic (Mefi
and Asoba, 2021; Manuti et al., 2020).

Research literature indicates that the failure of sustainable corporate strat-
egies to produce desirable outcomes is often a result of a lack of integration
of HRM in their strategic planning and implementation processes (BCG and
MIT, 2009; Fenwick, 2007). To effectively manage changes brought about by
the COVID-19 pandemic, organizations need to establish HRM systems that
promote and support the organization’s sustainability (Davenport, 2000; Daily
and Huang, 2001; Guerci et al., 2014; Ramus and Steger, 2000; Vickers, 2005).

Additionally, HRM practices of the 21st century are challenged to meet the di-
verse needs of an increasing number of stakeholders (Colakoglu et al., 2006; Ul-
rich and Brockbank, 2005) and to promote the organization’s long-term viability
(Boudreau and Ramstad, 2005). However, the integration of these principles into
management practices in the workplace is a complex task (Kramar, 2014) due to
the need to reconcile various paradoxes and tensions. Ehnert (2009b) proposed
the theory of paradoxes for Su-HRM and identified three distinct, interrelated,
and simultaneous tensions/dualities (Stankevicitité and Savaneviciene, 2018).

HR managers must reconcile the first paradox, which pertains to the trade-
off between efficiency-oriented and substance-oriented approaches and between
social responsibility and economic rationality (Ehnert, 2009b). In the context of
the COVID-19 pandemic, this paradox can be seen in the decision of whether
to prioritize the health and safety of employees by implementing remote work
policies or to prioritize business continuity by keeping employees on-site. On
the one hand, implementing remote work policies can help protect employees’
health and safety. Still, on the other hand, it may lead to decreased productivity
and increased costs associated with remote work.

The second group of tensions arises from the different logic associated with
societal values and corporate reasoning (Ehnert, 2009b). In the context of the
COVID-19 pandemic, this can be seen in the tension between a company’s desire



Sustainable HRM 179

to maximize profits and the societal expectation for companies to act socially
responsibly. For example, a company may increase profits by cutting costs and
laying off employees. However, this would not align with societal values and
expectations for companies to support their employees during difficult times.

The third paradox pertains to balancing short-term and long-term corporate
success and preserving corporate resources (Ehnert, 2009b). In the context of
the COVID-19 pandemic, this can be seen in the decision to invest in employee
development programs, which may have a positive long-term impact on the or-
ganization but may not produce immediate results. In this case, the organization
may face pressure to prioritize short-term financial gains over long-term invest-
ments in employee development, especially when facing financial difficulties
caused by the pandemic.

In conclusion, HR managers must navigate these three paradoxes, balancing
efficiency-oriented and substance-oriented approaches, aligning societal values
and corporate reasoning, and balancing short-term and long-term success while
preserving corporate resources. These tensions and trade-offs are difficult to rec-
oncile (Brewster et al., 2006) and require a strategic and holistic approach to
Su-HRM. The current situation, brought on by the COVID-19 pandemic, has
added a new layer of complexity to these issues, making it even more critical for
organizations to find a balance that aligns with economic and social responsibil-
ity. To summarize, the key paradoxes that HR managers must manage, according
to Ehnert (2009b), are

a Tensions between deploying human resources efficiently and maintaining
their capabilities.

b Tensions between economic and relational rationality (here, the main aim is
to maintain social legitimacy by acting responsibly).

¢ Tensions between short and long-term effects.

Consequently, Su-HRM must navigate and reconcile the abovementioned con-
tradictions or paradoxes (Ehnert 2009b). The key challenge for organizations is
to manage the tensions generated by paradoxes and dualities, reconcile tensions
and dilemmas (Brewster et al., 2006) over the long term, and survive crises such
as COVID-19.

To address the paradoxes of Su-HRM, research has identified several best
practices (Thom and Zaugg, 2004). One such practice is the training and de-
velopment of human resources. With the advent of the COVID-19 pandemic,
this is more important than ever, as employees face new challenges and need
to adapt to new ways of working. This includes providing virtual training and
development opportunities, which can help employees to acquire new skills and
knowledge and to stay engaged and motivated.

Another Su-HRM best practice is the implementation of HR marketing strate-
gies to communicate the organization’s commitment to sustainability to potential
employees and other stakeholders. In the context of the COVID-19 pandemic,
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this can include highlighting the organization’s efforts to protect the health and
safety of employees, such as providing PPE and implementing remote work
policies, as well as their commitment to environmental sustainability.

Additionally, the HRM best practices comprise providing care for employ-
ees through job security, health promotion programs, and deployment strate-
gies such as flexible working time models, work-life balance, and sabbaticals
can contribute to Su-HRM. With the COVID-19 pandemic, providing care for
employees is more important than ever, as they may face increased stress and
uncertainty. This can include providing mental health support, such as virtual
counseling, and implementing flexible working arrangements, such as flexible
hours or remote work, which can help employees to balance work and personal
responsibilities better.

Lastly, trust-sensitive, participative leadership has also been identified as a
key Su-HRM best practice (Thom and Schupbach-Bronnimann, 2003; Thom
and Zaugg, 2002). In the context of the COVID-19 pandemic, this can in-
clude providing clear and transparent communication, involving employees in
decision-making, and creating a culture of trust and mutual respect.

Research has identified the objectives or desired effects of Su-HRM from an
organizational and an employee perspective. From an organizational perspec-
tive, Su-HRM aims to ensure the long-term availability of skilled and motivated
employees, achieve a sustained competitive advantage, and create economic
value added (Thom and Zaugg, 2004).

From an employee perspective, Su-HRM fosters employability, self-
responsibility, work-life balance, and well-being (Thom and Zaugg, 2004). This
conceptualization of Su-HRM seeks to “deploy employees in a way that their
long-term development and performance are not compromised but enhanced”
(Zaugg 2002, p. 14). This approach to HRM aligns with the idea of creating a
win-win solution where employees and the organization benefit from Su-HRM
practices. With the COVID-19 pandemic, this is more important than ever, as
organizations must find ways to support employees and ensure their well-being
while also addressing the economic challenges caused by the pandemic.

Putting all together

Su-HRM is a strategic approach that promotes organizational sustainability and
employee well-being (Boxall, 2013; Zaugg, 2002). However, implementing Su-
HRM practices can be challenging, particularly in dynamic and uncertain contexts
such as the COVID-19 pandemic. Su-HRM often requires balancing competing
demands and resolving paradoxical tensions (Brewster et al., 2006; Ehnert, 2009b).

One practical example of this challenge is the tension between short-term
financial performance and long-term sustainability. Organizations may prioritize
short-term financial performance and cut costs by reducing employee benefits or
cutting jobs, which can negatively impact employee well-being and ultimately
harm the organization’s long-term sustainability (BCG and MIT, 2009).
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A further example is the tension between maintaining profitability and pro-
tecting the environment. Organizations may prioritize profitability and cut costs
by reducing environmental protection measures, which can negatively impact
the planet and ultimately harm the organization’s long-term sustainability (BCG
and MIT, 2009).

Another example is the tension between maintaining business continuity and
protecting the health and well-being of employees during the COVID-19 pan-
demic. Organizations may prioritize business continuity and keep their facilities
open, potentially exposing employees to health risks. Alternatively, they may
prioritize employee health and well-being by implementing remote work poli-
cies and shutting down facilities, which can negatively impact business continu-
ity (Fenwick, 2007).

To effectively navigate these challenges, organizations must adopt a mutual
benefit perspective that focuses on creating value for all stakeholders and align-
ing their interests with those of the organization (Davenport, 2000). Addition-
ally, organizations must also adopt consistent change management practices that
focus on effectively planning, implementing, and monitoring Su-HRM.

Reconciling the interests of multiple stakeholders, including employees, cus-
tomers, shareholders, and society as a whole, is a critical aspect of Su-HRM and
is essential for successfully implementing Su-HRM practices (BCG and MIT,
2009; Boxall, 2013; Fenwick, 2007). However, this can be a challenging task,
particularly during times of crisis such as the COVID-19 pandemic, when organ-
izations may face difficult trade-offs between economic and social responsibility
(Boudreau and Ramstad, 2005; Colakoglu et al., 2006; Ulrich and Brockbank,
2005).

To effectively navigate these challenges, organizations must adopt a mutual
benefit perspective that focuses on creating value for all stakeholders and align-
ing their interests with those of the organization (Davenport, 2000). Additionally,
organizations must adopt consistent change management practices that focus on
effectively planning, implementing, and monitoring Su-HRM practices, manag-
ing resistance to change, and making necessary adjustments to plans as required
(Daily and Huang, 2001; Ramus and Steger, 2000; Vickers, 2005). This helps
organizations reconcile the interests of multiple stakeholders, including employ-
ees, customers, shareholders, and society, and navigate the trade-offs that arise
during times of crisis, such as the COVID-19 pandemic.

Effective change management is crucial for organizations to navigate the dy-
namic and uncertain environment created by crises such as the COVID-19 pan-
demic and successfully implement Su-HRM practices (Boxall, 2013; Ramus and
Steger, 2000). This includes effectively planning, implementing, and monitoring
Su-HRM practices, managing resistance to change, and making necessary ad-
justments to plans as required (Daily and Huang, 2001; Vickers, 2005).

One practical example is the rapid shift to remote work during the COVID-19
pandemic. Organizations had to plan and implement new remote work policies
and procedures quickly, manage resistance to change from employees who were
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uncomfortable working remotely, and make necessary adjustments to their plans
as the pandemic and government responses evolved (Guerci et al., 2014).

Another example is the shift towards virtual recruitment and onboarding dur-
ing the pandemic. Organizations had to quickly adapt their recruitment and on-
boarding processes to a virtual format, manage resistance to change from hiring
managers uncomfortable with the new approach, and make necessary adjust-
ments to their plans as the pandemic and government responses evolved.

Research has identified several best practices for achieving Su-HRM in times
of crisis, such as the adoption of a mutual benefit perspective, consistent change
management practices, and effective integration of HRM in the strategic plan-
ning and implementation process (Boxall, 2013; Guerci et al., 2014; Thom and
Zaugg, 2004). These best practices can help organizations navigate the dynamic
and uncertain environment created by crises such as the COVID-19 pandemic
and successfully implement Su-HRM practices.

In conclusion, Su-HRM is a comprehensive approach to augment the
organization’s longevity while maintaining employee satisfaction. The ex-
ecution of Su-HRM practices can be daunting, particularly during rapidly
changing and uncertain times such as the COVID-19 pandemic. As a result,
organizations must adopt a mutual benefit approach, practice consistent
change management techniques, and ensure that the HRM is effectively in-
tegrated with the strategic planning and implementation processes to resolve
the conflicting demands of Su-HRM and align the interests of multiple stake-
holders, mainly employees.

During periods of change, such as the COVID-19 pandemic, employees are
often aware of the tensions and paradoxes that organizations face. They can
sense that the organization struggles to balance competing demands and resolve
conflicting interests. This can create a sense of insecurity and uncertainty among
employees and significantly strain the employer-employee relationship. Organi-
zations must strengthen the match between employees’ capabilities, commit-
ments, and organizational contributions (Boxall, 2013; Valizade et al., 2016).
By doing so, employees will develop a greater sense of organizational aware-
ness and trust in the organization, which will contribute to resolving tensions
and paradoxes by fostering a sense of organizational belonging and commit-
ment. Practical examples of achieving this include providing employees with
the necessary skills, resources, and autonomy to perform their roles effectively,
promoting open communication and transparency, and fostering a positive or-
ganizational culture that aligns with the company’s values and goals.
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14 The role of globalization in
sustainable development

Marcin Geryk

Introduction

Globalization in all its complexity not only encompasses issues from the arca
of the free market, liberalization of economies, and progressive domination of
Western (mostly American and Western European) business culture but also in-
cludes cultural, political, or social dimensions. Globalization has been fostered
by scientific and technological progress and by the expansion of capital in the
form of foreign direct investment. This phenomenon raises significant concerns
for many societies and politicians, and the solution seems to be the development
of the idea of sustainable development of the world.

Historical background of globalization

The Industrial Revolution and tariff reductions in England in the mid-19th cen-
tury influenced the development of trade in goods with foreign countries and
a free trade agreement with France and other countries, such as the German
states, Belgium, Spain, the Netherlands, Switzerland, and Sweden (Macisze-
wski, 1985).

It was the technical progress and industrialization stimulated by industrial
production. Increasing production resulted in a pressure to seek new markets,
shifting consumption patterns (Rostworowski, 1980). Technological changes,
associated with efficient management, promoted the development of trade.

This led to a situation where at the end of the 18th century Great Britain ac-
counted for one-third of the world’s industrial production. Extraordinary dynam-
ics were also observed in the United States, which, already in 1870, occupied the
second position, after Great Britain (Maddison, 1995).

The development of transportation, mainly shipping and railroads pro-
moted the intensification of trade, as did the development of telecommunica-
tions technology, with the emergence of the telegraph and transcontinental
links (Roberts, 2000). At the same time, the growing imbalance in the de-
velopment dynamics of different regions of the world led to mass migration
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(Foreman-Peck, 1983). Emigrants, mainly from Europe and China settled in
the United States, but also in Australia, Canada, or Brazil, and the total number
is estimated at nearly 32 million people, two-thirds of whom settled in the US
(Kaminski, 1978).

The intensive development of the issue we refer to today as “globalization”
is the period after World War II. Changes in the global balance of power led to
the economic hegemony of the United States. Actions taken on their initiative,
such as the creation of the International Monetary Fund at the Bretton Woods
Conference in 1944, in addition to many valuable initiatives, such as helping
with post-war reconstruction by providing loans to rebuild roads and railroads,
led to the primacy of the US dollar over other currencies (Department Of State.
The Office of Electronic Information, 2008).

This Conference pointed out the difficulty of separating the idea of trade from
the idea of war and peace. At the same time, it was emphasized that often the
source of armed conflicts is rivalry on economic grounds. Thus, maximum effort
should be sought for free trade as a tool to equalize living standards and eco-
nomic inequalities (Hull, 1948).

In the case of European countries, a significant role was played by, among
other things: the liberalization of capital flows in 1961. European economies still
needed capital to rebuild and increase the competitiveness of their economies
devastated by World War II (OECD, 2023).

An attempt to define globalization

Undertaking the daunting task of defining the phenomenon of globalization re-
quires emphasizing the degree of its complexity. This complexity was empha-
sized by McGrew, pointing to its complexity and multidimensionality, as well
as the varying degree or extent of integration of individual economies into the
global system (McGrew, 2011). The theme of multifacetedness and complexity
of globalization was also pointed out by other authors (Chang et al., 2011; Chang
& Lee, 2010; Gygli et al., 2019).

At the Bretton Woods Conference, the term “globalization” was first used.
The term appeared in an article of the Frankfurter Allgemeine Zeitung in 1953
or in The Economist in 1959 (Slezak, 2017). However, many authors refer to
T. Levitt’s 1983 publication, titled: “The globalization of markets”, where
the mentioned term even appeared in the title of the article (Levitt, 1983).
He tried to define globalization as the complex action by companies, led by
changes in social relations and technology, which made sales of their product
worldwide.

M. Porter explained that for entrepreneurs: “globalization meant that they
should widely disperse their activities to capture the opportunities and cost ad-
vantages of doing business around the world” (Porter, 1999).



The role of globalization in sustainable development 191

According to World Health Organization, an official definition of the general
term “globalization” means:

The increased interconnectedness and interdependence of peoples and coun-
tries. It is generally understood to include two inter-related elements: the
opening of international borders to increasingly fast flows of goods, services,
finance, people, and ideas; and the changes in institutions and policies at na-
tional and international levels that facilitate or promote such flows.

(What is Globalization? 2020)

Dynamic changes in transportation and digital and telecommunications technolo-
gies, including the development of the Internet and related e-commerce, have made
it possible to source raw materials from distant places, as well as sell finished prod-
ucts in any market. These changes, coupled with the liberalization of trade policies
and the removal of barriers restricting the circulation of goods and services, are the
definition of globalization according to UN terminology (United Nations, 2002).

Another definition, by R. Robertson, points to a much broader, social context
in which the issue of globalization should be considered, stating that, globaliza-
tion is “The compression of the world and the intensification of the conscious-
ness of the world as a whole” (Robertson, 2000).

According to Peterson Institute for International Economics, the term globali-
zation relates to the mutual dependence of countries and their economies as well
as their societies through the growing volume of exchange of goods, services,
people, and capital thanks to information technologies (PIIE, 2022).

The multidimensional nature of globalization was pointed out by G. Kolodko,
emphasizing that it has political, cultural, social, economic, ecological, and tech-
nological dimensions. He also specifies that we should rather discuss globalizing
individual economies, or refer the term to globalizing individual processes, such
as trade or finance (G. W. Kotodko, 2013).

Besides, exactly in the same vein, J. Grunstein writes, claiming that” (...) globali-
zation has always involved more than just trade. It was a framework in which open-
ness, interconnectedness, and the exchange of cultural and intellectual influences on
the global level were seen as beneficial in and of themselves” (Grunstein, 2022,).

By virtue of its complexity, globalization is a continuous process, accessible
and operating around the clock, yet chaotic at the same time. Despite this degree
of complication, its balance sheet in economic terms is, according to G. Kolodko —
favourable. Developed countries, enjoying the benefits of free trade and access
to the global economy, have grown much faster than the rest of the world (G. W.
Kotodko, 2013).

However, it is certainly the case, that globalization “involves both social
and economic change,” while emphasizing its global complexity and the fact
of its impact on societies and individuals (Slezak, 2017). Globalization itself,
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therefore, should be considered in many dimensions — social, economic, cul-
tural and political” (Scheuerman, 2023). For example, in Southeast Asia fragile
democracies co-exist with electoral autocracies and their economies range from
free market to a kind of kleptocracy. In South America, the model of globaliza-
tion is one in which nations have maintained their primacy. The single-party
system in China is a hybrid development model of state capitalism with elements
of domestic free market and state-owned giants (Grunstein, 2022).

Arnel Salvador once said: “Globalization is nothing new. We have always had
globalization,” another of the Workers’ Assistance Centre organizers or Lorraine
Dusky — “globalization means more than the easy exchange of currency and
goods; it means that we are all our sisters’ and brothers’ keepers” (Klein, 1999).

Selected factors of globalization

One of the most important factors of globalization is the movement of capi-
tal on a global scale. Growing international integration of the financial markets
also means that they are under the influence of US monetary policy (Miranda-
Agrippino & Rey, 2015).

It relates to the leading role of the US economy on a global scale and its mon-
etary policy has a strong influence on the global financial cycle. It is a reflection
of the leading role of the US dollar in credit markets and the leverage of global
banks (Bruno & Shin, 2015).

Transnational corporations, as a major beneficiary of globalization, grow
mainly through foreign direct investment, which is defined as an investment
aimed at acquiring a permanent stake in a company that is located (resident)
in another country (Eurostat, 2022). They can also take the form of greenfield
investments, mergers, and acquisitions, or the addition of capital to existing op-
erations (Hayes, 2022). Investopedia brings a simple definition of the Foreign
Direct Investments, or FDIs, as “The purchase of an interest in a company by an
investor located in another country” (Hayes, 2022).

The rapid growth of international capital flows began as early as the 1980s
(Broner & Ventura, 2016). While, in 1992 they amounted to $820 billion, and by
April 1998 they had already amounted to $1.5 trillion — per day (Friedman, 2001).

The higher efficiency of foreign financial institutions is observed mainly due
to the efficiency they demonstrate in the global financial market, but also their
knowledge of the requirements of regulators of individual markets (Mishkin,
2007). Other studies have confirmed the stimulating effect of liberalization of
financial flows on economic growth (Bekaert et al., 2011). Other researchers
argue that the opposite is true, pointing out that there is a lack of evidence of the
impact of globalization in the financial sphere on growth (Harrison, 2007).

Foreign Direct Investment amounted to $12.36 billion in 1970, in 1975 $25.84
billion, and grew relatively steadily until 1985, when it reached nearly $45 bil-
lion. Thus, in 1990, they amounted to nearly $240 billion, to reach $1.57 trillion
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just ten years later, in 2000. In 2007, they reached another peak at $3.13 trillion.
The lowest level of FDIs in the last two decades was recorded in 2018, when it
was $927 billion, rising slightly in 2020 to $1.14 trillion (World Bank, 2022).
The latest available data, for 2021, shows a further increase in their level — $1.6
trillion (United Nations, 2022).

Criticism of the effects of globalization

Liberalization of financial flows, a significant part of the globalization issue, also
has negative effects. As some researchers point out, it can also lead to financial
volatility (Harrison, 2007). In turn, the rapid and uneven flow of capital, as a rule,
can eventually lead to a widening of income inequality (Jaumotte et al., 2013).

Globalization affects virtually every person and organization. With the in-
creasing liberalization of the flow of goods, services, migration, or, above all,
rapid transfers of capital, its effects can be seen by practically everyone. Besides
many positive changes, one should also note critical voices, such as the opin-
ion of Bauman, that it favours rich people without reducing the level of global
poverty (Bauman, 2000). This opinion contradicts the statement of Steglitz, for
whom the single market for goods and services was supposed to lead to the inte-
gration of countries and people (Steglitz, 2007).

One of the effects of globalization is a significant change in the approach to
the exchange of goods and services with foreign countries. Exports were a sub-
stitute for capital allocation abroad. Juxtaposed with the free flow of capital and
open opportunities to invest anywhere in the world, it turns out that specializa-
tion based on relative advantages is irrelevant (Szymanski, 2004).

Besides, there is a link between globalization in the financial dimension and
the promotion of technological innovation development (Zheng et al., 2023).

The experience of the two-year COVID-19 pandemic and the associated shut-
down of economies has caused significant changes in the public perception of
the issue of globalization. Lengthening supply chains and relocating production
to geographically distant countries has proved downright lethal to many sec-
tors of the global economy. For example, in the first months of 2020 alone, the
European Union’s economy recorded a decline in production of 27.3% compar-
ing April with January of that year. Also, shipments of goods to the European
Union by sea decreased by 23% in 2020 compared to 2019, and by air by 24%
(Ambroziak et al., 2021).

It should be noted that only between October 2020 and October 2021, the cost
of global freight (charges for the carriage of goods by sea) increased by about
600% (Wos$, 2022) which was one of the reasons for the explosion of global prices.

Waiting times for some electronic components have extended to as long as
26 weeks (Ambroziak et al., 2021). There are well-known voices recommend-
ing shortening supply chains, but without completely rejecting globalization
(Shih, 2020).
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Some opposing views on globalization have been seen before. The US eco-
nomic policy under President Donald Trump has intensified the confrontational
nature of relations with mainland China. Thus, reflection on the actual costs as-
sociated with extended supply chains or the business risks of operating without
reserves and inventories or the spread of the just-in-time manufacturing princi-
ple, or in a nutshell, a critical view of globalization, emerged more than a decade
before the outbreak of the COVID-19 pandemic (OEES, 2022).

Thus, globalization is often criticized for arousing the interest of a growing
number of politicians who have turned contesting the phenomenon of globaliza-
tion into a tool of their populist and nationalist politics, including in countries
such as Poland, Turkey, and Hungary (Scheuerman, 2023).

In addition, the lockdown of production facilities in many Chinese provinces
caused such severe disruption to the global supply chain that “deglobalization”
practices, i.e., the relocation of outsourced production of markets, became in-
creasingly common (Zhu et al., 2020).

Thus, it can be said that the sudden emergence of the global COVID-19 pan-
demic has highlighted and accelerated the crisis phenomena, the germ of which
was already present earlier (Sasnal, 2020). The weakness of coordination in the
international area for the growth in the role of the state was perceptible. Various
forms of renationalization of politics and departure from global thinking began
to grow (Mikiewicz & Polus, 2021).

The use of economic relations as a political tool also intensified during the
COVID-19 pandemic. Despite the reduced scale of foreign direct investment or
international trade, it is possible to speak of a change in the shape of globaliza-
tion itself and a stronger consideration of the context of social expectations in
making various types of decisions on a global scale of influence (Han, 2022).

Retreat from globalization or perhaps deglobalization?

Changes in popular perceptions of globalization have been evolutionary. It ac-
celerated rapidly with the COVID-19 pandemic and widespread closures of
economies and forced social distancing of people. It turns out that the financial
support of states to entreprencurs and the public has led to inflation. Other infla-
tionary factors included, among others, the reduction in the supply of products
and services, general increase in prices due to surge in demand, and difficulties
in maintaining supply chains (Paulus & Petersen, 2021).

Thus, it remains indisputable that the COVID-19 pandemic created a whole set of
tools that affected international business and the phenomenon of globalization itself,
by changing the basis of the relationships that create dependencies on a global scale,
heightening threats up to the emerging isolationist or nationalist tendencies (Delios
etal.,2021). Close economic ties with geographically distant countries, have proved
too addictive in the practice of pandemic “lockdowns” and have intensified trends
associated with the desire to break free from complex global ties (Irwin, 2020).
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Demographic changes, as well as the progressive aging of societies, espe-
cially in highly developed countries, are causing a fall in the number of people
of working age (Sieradzki & Thlon, 2018). Such a situation creates additional
demand for various goods exerting inflationary pressure. At the same time, cli-
mate change may cause food production to require increased inputs, making
food prices rise as well. The confluence of the above factors may in fact lead to
“deglobalization,” that is, processes opposite to globalization. Increased trans-
portation costs, or possible logistical perturbations, may prompt producers to
move production back to their home countries. It should be remembered that
the disruption of world trade may be fostered by the protectionist actions of the
United States or China.

Disrupted supply chains have led many governments to intervene in the mar-
ket economy through export subsidies. Importantly, World Trade Organization
(WTO, 2022) rules have outright banned various types of export restrictions
since the Uruguay Round in 1995 (Eur-Lex, 2022). These measures were inten-
sified prominently during the pandemic period but had their origins in the U.S. -
China trade war.

It seems that the solution could be the further development of information
technology as a source of optimization of production processes. The widespread
use of robots could be a solution, while also influencing the weakening of upward
pressure on wages, dampening inflationary pressures. Then, the cost advantage
of moving production to Asia may be diminished (Paulus & Petersen, 2021).

Among the beneficiaries of the changes towards “deglobalization,” it is pre-
dicted, may be the countries of Central and Eastern Europe, including Poland.
However, changes of this intensity, may lead to an increase in tensions and
raise the level of uncertainty, whether socially, economically, or politically
(Wojcik, 2022).

In fact, deglobalization is not in total contradiction with globalization. Rather,
deglobalization should be understood as an action focused on the negative ef-
fects of globalization itself (Butzbach et al., 2020).

There is a need to establish limits to the degree of globalization and deglobali-
zation, and this task is entrusted to state governments, as they are responsible for
setting the direction of economic policy (Troto, 2022).

Extended supply chains are reflected in rising prices, consequently with rising
inflation, which, along with widespread monetary easing during the period-end
closing of economies in 2020-2021, has led to a decline in the value of money
and, consequently, rising interest rates. The attachment to a preference for in-
vesting in capital markets has also been converted to investing in alternative
instruments (Bugaj, 2022).

Perhaps, as D. J. Snower points out, there is a need for a new order that would
combine “the complementarity of national and global goals, so that we can take
advantage of win-win opportunities (in a positive-sum game) within the frame-
work of the economy, social affairs and the environment” (Snower, 2022).
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Criticism of globalization has grown with the emergence of economies that
have gained and those that have lost from inclusion in the global circulation of
goods, services, and capital. Predominant among the critical voices are those
blaming globalization for posing a threat to national dimensions — economies,
society, or culture (Garg & Sushil, 2021).

Thus, it can be concluded that the world economy is less “globalized” today
than it was before the COVID-19 pandemic. It is not uncommon to hear argu-
ments of sovereignty, independence, or taking various protectionist or populist
measures (Vargas-Hernandez et al., 2021).

Anyway, it should be remembered that the COVID-19 pandemic only accel-
erated the processes, like changes in the economic, political, and socio-cultural
dimensions. One reason for this is the growing “politicization,” nationalization,
and, isolationist practices intermingle to mobilize their constituents opposed to
the ideas of globalization. The role that China plays in the global economic bal-
ance of power is not insignificant (Walter, 2021).

The need to regulate the global market is advocated in his works by T. Piketty
(Piketty, 2015). He raises the demand for changes in the fiscal and social system
through the introduction of a progressive tax on assets and capital held. Its func-
tioning would only be effective if it were global, combined with full exchange
of information on the size of capital circulating around the world, and, finally,
financial transparency on a global scale (Piketty, 2015).

Sustainable development and globalization

The solution to the problems perceived by Piketty could be the dissemination
of the idea of sustainable development as part of the implementation of a set of
goods. The first, and widely cited and published definition of sustainable devel-
opment came from the World Commission on Environment and Development in
1987, known as “The Bruntland Commission” after the chairperson, the former
Prime Minister of Norway, and former Director-General of the World Health
Organization, Gro Harlem Bruntland. In the published report “Our Common Fu-
ture” the link between economic development and environmental stability was
created (UN Documents, 1987) and was presented as “meeting the needs of the
present without compromising the ability of future generations to meet their own
needs. It contains within it two key concepts:

1 “The concept of ‘needs’, in particular the essential needs of the world’s poor,
to which overriding priority should be given; and” (“The concept of needs in
particular the essential — Course Hero”),

2 “The idea of limitations imposed by the state of technology and social organi-
zation on the environment’s ability to meet present and future needs.” (“idea
of limitations imposed by the state of technology and social...”) (UN Docu-
ments, 1987)”.
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That strategy was adopted by European Union in 2001 and revised in 2006 to
aim “a long-term vision for sustainability in which economic growth, social co-
hesion and environmental protection go hand in hand and are mutually support-
ing” (Eur-Lex, 2022). The importance of the issue is emboldened by Article
3(3) of the Treaty on European Union (Consolidated Version of The Treaty on
European Union, 2022):

The Union shall establish an internal market. It shall work for the sustain-
able development of Europe based on balanced economic growth and price
stability, a highly competitive social market economy, aiming at full employ-
ment and social progress, and a high level of protection and improvement of
the quality of the environment. It shall promote scientific and technological
advance.

The processes of integration of economic, environmental as well as social issues
are highlighted in another definition by R. Emas: “The overall goal of sustainable
development is the long-term stability of the economy and environment”(Emas,
2015). So, sustainable development binds the responsibilities of current to future
generations, as well as the reaction to the challenges caused by globalization
(Vasilescu, 2020).

For example, India is maintaining an appropriate balance between economic
growth and environmental sustainability. Unfortunately, observations of the in-
creasing degree of economic integration and growing capital flows rather indi-
cate an inverse correlation between economic growth and the degree of negative
environmental impact (Sethi et al., 2020).

Unfortunately, economic growth and human activity are, to a large degree,
responsible for the destruction of the natural environment, like in the Middle
East and African countries where almost 85% of greenhouse gas emissions are
caused by energy consumption and production (Xiaoman et al., 2021).

Research on 44 Asian countries showed “hidden development dimensions
and canonical factors” brought results in advanced understanding and use of
sustainable development indicators and their composite indices; explanation of
complex global change in relation to humanity’s progress towards sustainability
(Shaker & Mackay, 2021).

The pandemic has affected the pace and level of fulfilment of the United Na-
tions’ recommendations for sustainable development (United Nations, n.d.). For
example, two years of the pandemic have halted or delayed achieving sustain-
able development goals in many countries, mostly in developing ones, like the
Republic of South Africa, India, and Pakistan (Qadeer et al., 2022).

The leading areas in the implementation of sustainable development goals
are still Europe, Middle East, and Africa in comparison to the Americas and
Asia-pacific region and the information and technology sectors that have the
highest level of engagement rate to the overall sustainable development goals
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(Appiah-Otoo & Song, 2021; Nchofoung & Asongu, 2022; Song et al., 2022).
Overall, the effects of globalization and democracy as measured by the globali-
zation index have led to a healthier society, as it plays a significant role in the
growth of Global Domestic Product, or GDP, per capita (Guzel et al., 2021).

Conclusion

It seems that the future of the global economy must move in the direction of sus-
tainable development. Deglobalization trends and the associated growing public
resistance, reflected not only in street protests in many cities around the world
but also in the attitudes of many politicians, are even forcing a fuller considera-
tion of factors consistent with a vision of a sustainable future. The experience
of the lockdown of economies during the COVID-19 pandemic is a painful but
important experience, pointing unequivocally in the direction of change. Caring
for the environment, providing health care, access to education, or targeting the
development and growth of economies, but with due respect for human needs,
are the basic directions of transformation that the globalization phenomenon
should undergo.
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15 The role of stakeholders in
sustainable development

Monika Sady

Introduction

As the world is facing multiple economic, environmental, and social challenges
(WCED, 1987), in the context of sustainability also referred to as the triple bot-
tom line (Fobbe & Hilletofth, 2021), stakeholders have been at the forefront
of sustainability research because no organisation can face the changing envi-
ronment by itself (Dentoni et al., 2020). Because organisations play an impor-
tant role in shaping these three dimensions, some of them, regardless of their
size, have started implementing sustainability efforts in their business models
(Schaltegger et al., 2020).

The role of individuals, groups of people, or organisations that might influ-
ence sustainable development is fundamental (Gray, 1985). Each organisation
has its unique stakeholders, who influence it and at the same time are affected by
its actions and decisions. Therefore, it is necessary to identify the types of stake-
holders, their needs and expectations, create a dialogue with them and manage
stakeholder relations (Van Huijstee et al., 2007). Understanding their engage-
ment in a broad sense might have a positive effect on the organisation. Gathering
information from stakeholders and managing their interests can be a valuable
source of knowledge and lead to value creation (Velter et al., 2020). Interaction
and responsible collaboration with stakeholders allow them to be involved in the
decision-making process and has positive outcomes for transparency, govern-
ance, accountability, and responsibility management.

Investigating collaboration with stakeholders, what it means to create value
for them, and how to measure it can be crucial to understanding their role and
importance in sustainable development (Geissdoerfer et al., 2018).

Theory of stakeholders

The term “stakeholder” was first used in 1963 in an internal memorandum at
the Stanford Research Institute (now SRI International, Inc.). It was intended
to challenge the idea that management must be sensitive to all stakeholders, not
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only stockholders (Freeman et al., 2010). In an assessment of corporate strategy
practices, Taylor (1971) hypothesised that the significance of investors would
eventually give way to a planning strategy that took a larger range of stake-
holder interests into account. Freeman (1984) also introduced the concept of
“stakeholders”, which since then has been broadly used in scientific research
and managerial thinking. The concept that enterprises should adopt a broad
strategy-making perspective that takes into account the requirements and desires
of various stakeholder groups to achieve high performance is the common thread
connecting all early publications on this topic (Harrison et al., 2010).

The literature defines a stakeholder as any individual, group, or organisation
that influences an organisation, and any person or entity that is influenced by an
organisation (Mitchell et al., 1997), and shows that an organisation’s ability to
create value is strongly correlated with its ability to balance and manage stake-
holders’ interests and expectations (Freeman, 1984). This idea has been developed
in recent years into interacting with stakeholders to create value and solve sustain-
ability issues with their involvement (Freeman et al., 2010; Freudenreich et al.,
2019). Successful stakeholder relationship management helps companies thrive
under capitalist systems and is also a moral endeavour since it raises questions of
morality and choice for a wide range of groups and people (Phillips, 2003).

The concept of stakeholders presupposes that each organisation, operating in
its specific industry or business model, has its unique stakeholders (Jones & An-
drew, 1999). Businesses act as a link in a complex stakeholder network and man-
age relationships with particular stakeholder groups (Jamali, 2007). Because it is
assumed that each organisation’s development is determined by taking into ac-
count the expectations of stakeholders, company activities should be based on not
only identifying the stakeholders themselves but also their expectations and ways
of communicating with them (Freeman et al., 2010). Organisations typically pri-
oritise their stakeholders based on instrumental and/or normative concerns since
they are hampered in practice by limited resources and bounded rationality and
are unable to create all types of social value for all stakeholders (Jamali, 2007).

Organisations interact with a variety of groups that either have an effect on
them or are influenced by them (Freeman, 1984). The theory deals with these
connections in terms of processes and outcomes for the business and the stake-
holder (Mainardes et al., 2012). Harrison and Freeman (1999) and Jensen (2001)
show the debate about the extent to which enterprises should allocate company
value to satisfy the needs and demands of a large group of stakeholders, which
goes beyond what is required to maintain their wilful participation in the op-
erations of an organisation. Sisodia et al. (2007) state that some organisations
entrust value and decision-making power to their stakeholder networks, which
is referred to as “managing for stakeholders” (Freeman et al., 2007). Hillman
and Keim (2001) have used thorough stakeholder models and suggest a favour-
able connection between managing stakeholders and company performance.
Stakeholders that have a direct or indirect impact on an organisation express
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varying expectations, frequently contradictory to one another (Nalewaik, 2011),
and each of the stakeholder groups pushes to maximise its benefits, particularly
the financial gains (Lorenc & Kustra, 2021).

The term stakeholders, being various people and groups developing relations
with an organisation, include not only shareholders, investors, employees, and
customers but also the government, local communities, media, business partners,
national and international organisations (Jedynak, 2019), and more. Although
not all community members are employees, suppliers, customers, or investors,
they do contribute to the organisation’s infrastructure in numerous ways and are
consequently directly affected by tax revenues and actual environmental preser-
vation (or degradation). According to Clarkson (1995),

primary stakeholder groups typically include shareholders and investors, em-
ployees, customers, and suppliers, as well as what is referred to as the public
stakeholder group: the governments and communities that provide infrastruc-
ture and markets, whose laws and regulations must be observed, and to whom
taxes and other obligations may be due.

(1995: 106)

The stakeholder environment was divided into three areas by Harrison and John
(1994), who claim that the company’s environment exists within the context of
the operating as well as the broad environment. The broad environment consists
of sociocultural forces, technological change, global economic forces, and global
political/legal forces. The operating environment consists of external stakehold-
ers that the company is influenced by and has some control over. The company
has very little or no control over the broad environment, which includes society,
technology, economics, as well as political and legal issues. They also identified
the internal environment, which consists of stakeholders with official ties to the
organisation.

The original model was enhanced to better fit the sustainability context (see
Figure 15.1). First of all, the broad environment was enhanced with the natural
environment, as the main driver of the sustainability idea. The operating envi-
ronment now also includes media and educational entities — as sources of knowl-
edge. Education and reliable information sources are of great value in pursuing
sustainable development.

Relations with stakeholders may be formed in different ways, from basic in-
teractions focusing on informing and communicating with stakeholders, through
consulting them, to advanced cooperation and collaboration with different
groups and stakeholders (Morsing & Schultz, 2006; Sulkowski et al., 2017).
A company is a collection of contracts that particular stakeholder groups enter
into with the organisation to provide it with particular resources (skills, prod-
ucts and services, money, and capital), in exchange for which stakeholders re-
ceive tangible benefits in the form of dividends, remuneration, interest, products
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Figure 15.1 The organisation and its primary stakeholders

Source: Own elaboration based on J.S. Harrison and C. H. St. John (1998). Strategic Management
of Organizations and Stakeholders: Concept and Cases. OH: Southwestern College Publishing. 8

and services, taxes, and cash subsidies (Marcinkowska, 2011). Freeman et al.
(2010) believe that when using the relationship between an organisation and its
stakeholders, there is a bigger chance to solve the problems of redefining the
economic theory to better serve turbulent times and the opportunity of adopting
business and ethics combined mindset to improve decisions.

Stakeholders’ relations management

Stakeholder mapping is aimed to identify which groups of stakeholders have the
highest or the lowest impact, and which of these impacts is positive, indifferent,
or negative, as well as which groups are most affected (positively or negatively)
by the company, and in what scope. This helps to see stakeholders and entities
having relations with the company, so it is impossible to see them as unrelated to
the company (Freeman, 1994). The mapping should consist of several steps: the
determination of the mapping area, the demarcation of stakeholder groups, the
development of a mapping tool, the mapping (levels of interest, levels of impact,
and on their basis — development of the matrix), and synthesis (Styk & Bogacz,
2022). Stakeholder maps should be constantly updated, as stakeholders and their
influence might change with time.
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Obloj (2007) believes that stakeholder analysis should consider three di-
mensions: stakeholder power (potential allies or opponents who can influence
strategy, goals, and activities), stakeholder empowerment (the process of giv-
ing stakeholders the authority previously held fully by the managers), and the
urgency of stakeholder demand (a subjective assessment of stakeholder expecta-
tions based on a conducted audit).

Thinking about two dimensions of stakeholder mapping (level of influence
and level of interest), stakeholders can be divided into four groups:

* low influence and low interest: stakeholders will not gain nor lose from the
company’s sustainable development strategy or activities; their actions can-
not affect the strategy and activities either;

* low influence and high interest: stakeholders will probably gain or lose from
the company’s sustainable development strategy or activities; their interest
is high and they want to be informed, but they cannot affect the strategy and
activities;

* high influence and low interest: stakeholders’ actions will affect the com-
pany’s strategy and activities; their interest is low and they do not wish to
engage;

 high influence and high interest: stakeholders will probably gain or lose from
the company’s sustainable development strategy or activities; their interest is
high and they wish to engage.

Styk and Bogacz (2022) believe, that for every one of these four categories,
companies should implement different strategies. Low-influence and low-
interest stakeholders should be monitored, low-influence and high-interest
stakeholders should be kept informed (about the companies’ strategy, goals, and
activities), high-influence and low-interest stakeholders should be enabled to
maintain satisfaction with collaboration with the company, and high-influence
and high-interest stakeholders should be cooperated with closely.

The International Association for Public Participation developed a different
approach and prepared four levels of stakeholder engagement: informing, con-
sulting, involving, and collaborating, which evolve from the lowest relation of
stakeholder empowerment and stakeholder engagement (inform) to the highest
(collaborate) (UN DESA & UNITAR, 2020). Inform is based on a one-direction
information flow, without expecting any feedback. When stakeholders are will-
ing to be more actively involved and the decisions made by the companies may
have a meaningful impact on them — a consulting strategy is implemented, but the
decision-making is still executed by the company. Involvement strategy is present
when stakeholders are meaningfully engaged in planning, implementation, and
review of the company’s sustainable development strategy, goals, and activities.
Stakeholders take part in the decision-making process. Collaborate is a strategy
where the company and its stakeholders decide together (in a long-term collabo-
ration) on the plans, implementation strategy and its review, goals, and activities.
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Mitchell et al. (1997) created a different model, in which they identified seven
stakeholders’ classes, depending on the possession of one, two, or all three at-
tributes: stakeholder power, legitimacy, and need urgency. If a stakeholder does
not fit into any category — it is a non-stakeholder class. Latent stakeholders are
the ones, who are not likely to give any attention to the company, and they pos-
sess only one of the mentioned attributes:

* dormant stakeholder — possesses the power to influence the company, but
does not have a legitimate relationship with the company or an urgent claim,
so their power is unused;

* discretionary stakeholder — does not possess the power to influence the com-
pany, but does have a legitimate relationship with the company, and does
not have an urgent claim, so there is no pressure on managers to engage in
relationships with them;

* demanding stakeholder - does not possess the power to influence the com-
pany, does not have a legitimate relationship with the company, but has an
urgent claim, therefore has insufficient qualities to be heard.

Expectant stakeholders possess two of the three attributes and have a demanding
attitude:

» power and legitimacy: dominant stakeholder — because of their power status
and legitimacy, their concerns will matter to the managers;

» legitimacy and urgency: dependent stakeholder — because they lack power,
their matters will be represented through advocacy or in collaboration with
powerful stakeholders;

» urgency and power: dangerous stakeholder — they are likely to be violent and
demanding.

Stakeholders who possess all three attributes are definitive stakeholders, who
will be able to get immediate information, decisions, or actions from managers.
Their claims will be a priority.

Stakeholders in sustainable development

In 1992 the first United Nations Conference on Environment and Development
recognised, that achievement of sustainable development will not be possible
without stakeholder engagement. Nine sectors of society (officially referred to as
“Major Groups”) were formalised as the main channels of participation that were
to be facilitated in UN activities towards sustainable development. These sec-
tors include women, children and youth, indigenous peoples, non-governmental
organisations, local authorities, workers and trade unions, business and soci-
ety, scientific and technological community, and farmers. “The Future We
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Want”, the outcome document of the United Nations Rio+20 Conference held in
2012, helped the emergence of other relevant stakeholders: local communities,
educational and academic entities, faith groups, foundations and private philan-
thropic organisations, migrants and their families, older persons, parliamentary
networks and associations, persons with disabilities, volunteer groups. The third
phase of stakeholders for sustainable development identification can be found in
the 2030 Agenda. The Agenda recognises that there are “other stakeholders active
in areas related to sustainable development”, who do not fit into the above cate-
gories, therefore there is a need to adjust and in specific processes work with rel-
evant actors (UN DESA & UNITAR, 2020). These stakeholder groups, identified
as crucial for sustainable development, can also be of interest to sustainability-
oriented companies from different industries, operating in various markets.

Stakeholder theory and sustainability management reject the notion of sepa-
rating ethical issues from business, as they are fundamentally interconnected
rather than being in conflict. To interconnect them, social and environmental
issues must be linked to a company’s main business to generate actual value for
stakeholders or, in terms of sustainability management, contribute to sustain-
able development (Horisch et al., 2014). Both ideas go beyond the traditional
notion of businesses existing to maximise short-term shareholder value, by im-
plementing a long-term perspective and implementing responsibility in the core
business.

Integrating ecological and social impacts into the idea of value creation is
a defining characteristic of sustainability-oriented businesses (Schaltegger
et al., 2020). The development and maintenance of effective relationships with
all stakeholders is a part of the stakeholder perspective on value creation. Uneth-
ical behaviour, differing in values, ethical conduct, and sustainability may result
in the withdrawal of stakeholder support, endangering the sustainability of the
business model (Freudenreich et al., 2019). Bansal and Song (2017) underline,
that in addition to sustaining the company, sustainability management also takes
into account how organisations may sustain the systems in which they function.
To enable outcomes that prioritise the environment, a stakeholder view, through
the lens of sustainability management, tries to recognise how organisations ad-
dress systemic sustainability concerns both internally and in their interactions
with stakeholders (Sulkowski et al., 2017).

Marsden and Andriof (1998) believe that companies have a ripple effect on
society, the economy and the environment, which is also referred to as the triple
bottom line (Elkington, 1997). It is based on the assumption that businesses
ought to measure performance in terms of the value added to the economy, en-
vironment, and society. The economic impact is realised through shareholders,
customers, employees, suppliers, and local communities, and considers such as-
pects as income and wealth generation, creating jobs, creating product value,
and sustainable development. Environmental impact is ascertained by employ-
ees, customers, and local communities, and revolves around emissions, waste
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control, energy use, product life-cycle, and sustainable development. Social im-
pact is mainly focused on employees and local communities and manifests the
involvement in social issues and volunteering, equal opportunities, educational
development, and social inclusion (Marsden & Andriof, 1998). Marsden and
Andriof (1998) also discuss ethical issues, such as fair trade, moral standards,
bribery, human rights, advertising standards, and anti-social products. All these
mentioned spheres interrelate (for example human rights are a matter of both,
ethical and social spheres). Vanclay (2004) summarised that in literature, the
triple bottom line is described in many ways:

 social, environmental, and economic performance,
* sustainable development, sustainable environment, sustainable communities;
* impact on society, the environment, and economic sustainability;
* cconomic, environmental, and social sustainability;
* economic prosperity, environmental quality, and social justice;
» ceconomic growth, ecological balance, and social progress;
» ceconomic growth, social progress, and environmental health;
* economy, environment, equity;
 profit, people, planet (or planet, people, profit);
 landscapes, lifestyles and livelihoods.
(p. 266)

This concept is effective in helping managers become more aware of the com-
pany’s overall performance and contributes to a rise in corporate accountability
(Harrison & Wicks, 2015).

This influence regarding societal or environmental issues will be even stronger
if the stakeholders have purchasing or supply power to influence the company
(Campbell, 2007). Stakeholders may also influence the company to implement
Corporate Social Responsibility (CSR) or sustainability strategies. This is the
way that social activists, regulatory authorities, or Non-Government Organiza-
tions (NGOs) create positive societal and environmental change (Sulkowski
et al., 2017). Some studies show, that CSR and sustainability strategies are the
result of stakeholders’ influence and that the companies would not implement
them if they were not forced to do so (Campbell, 2007).

Companies must remember, that stakeholders cooperate around values and there-
fore they must negotiate to create mutual interests. Sustainability must be among
their most important values if they are to cooperate with a company pursuing sus-
tainable development. Establishing shared sustainability goals is therefore based on
the unique sustainability interests of individual stakeholders (Horisch et al., 2014).

The framework for planning and assessing quality engagement by UN DESA
and UNITAR, consisting of four characteristics: purposeful, inclusive, trans-
formative, and proactive engagement, was developed for this chapter with
three additional characteristics: meaningful, growth-oriented, and measurable.
The original framework helps to confirm which of these areas is fulfilled and
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conducted properly, but for sustainability-oriented companies willing to create
quality engagement among stakeholders, it is crucial to ask the questions pre-
sented in Table 15.1, to better prepare the collaboration process.

Table 15.1 Planning and assessing stakeholder engagement

Engagement characteristics:

Questions to be asked:

Purposeful

Inclusive

Transformative

Proactive

Meaningful

Growth-oriented

Measurable

Why are we engaging? What are our priority issues?
How to plan and allocate resources? How to divide
responsibilities? Who should be engaged?

How to effectively create stakeholder maps? How to
analyse stakeholders’ views and beliefs? How to
reduce barriers disabling stakeholder participation
(age, distance, abilities, connectivity, discrimination,
culture bias, digital exclusion)? Which channels of
engagement will be the most inclusive? How should
consultation events be organised?

Which collaboration methods create understanding
across different stakeholder groups? How to
encourage and recognise stakeholder contribution?
Which methods will enable integrating social,
economic, and environmental perspectives? How
can we encourage dialogue and shared actions?
Are we willing to take participatory approaches to
address important changes?

How to develop engagement planning into
implementation? How can we communicate the
scope of engagement? How to provide the up-to-
date necessary information in an accessible way?
What channels to use when consulting stakeholders
on their engagement? Are we able to respond to
questions and concerns promptly?

Do we know what our stakeholders want and expect?
How to share information interestingly? How
to implement a more conversational tone? Have
appropriate data, indicators, and benchmarks been
established?

How can we use stakeholder feedback to improve
our goals, strategies, processes, and activities?
How to develop stakeholder collaboration? What
other stakeholder groups might be relevant for the
company in the future? How is the stakeholder
network changing?

How can we measure stakeholder collaboration
and engagement? How to report stakeholder
collaboration and engagement? What are the
key performance indicators for stakeholder
collaboration?

Source: Own elaboration based on UN DESA, & UNITAR. (2020). Stakeholder Engagement & the
2030 Agenda. A Practical Guide. United Nations.
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Morsing and Schultz (2006) identified three CSR communication strate-
gies, that are also useful in describing stakeholder engagement strategies (Table
15.2). Practically speaking, “stakeholder information strategy” does not qualify
as engagement, it signifies a one-way strategy of outward communication to
stakeholders, therefore is rather perceived as a non-engagement strategy. “Stake-
holder response” strategy, characterised by stakeholder responses to the organi-
sation’s external communication, are measured and taken into account, whereas
in the “stakeholder involvement” strategy organisations involve stakeholders in
the process of developing the organisation’s initiatives.

Table 15.2 Sustainability communication strategies

The stakeholder
information strategy

The stakeholder
response strategy

The stakeholder
involvement strategy

Information
symmetry:

Communication
ideal: sensemaking
and sensegiving:

Stakeholders:

Level of
professionalisation:
Stakeholder role:

Identification of
sustainability
focus:

Public information,
free access,
one-way
communication

Sensegiving

Request more
information
on corporate
sustainability
efforts

Low

Support or oppose

Decided by top
management, not
consulted with
stakeholders

Two-way
asymmetric
communication

Sensemaking

$

Sensegiving

Must be reassured
that the company
is ethical, socially
responsible and
environment
friendly

Medium

Respond to
corporate actions
and give feedback

Decided by top
management,
but stakeholder
collaboration
asserted via
opinion polls,
dialogue,
networks,
consultancy
meetings, and
partnerships.

Two-way symmetric
communication

Sensemaking

g

Sensegiving —
in iterative
progressive
processes

Stakeholders
actively
participate in the
decision-making
process

High

Be involved,
participate and
suggest corporate
actions

Consulted at
all stages,
stakeholders’
voice is crucial.

(Continued)
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Table 15.2 (Continued)

The stakeholder The stakeholder The stakeholder
information strategy response strategy involvement strategy

Strategic Inform stakeholders Demonstrate to Invite and establish
communication about favourable stakeholders how frequent,
task: decisions and the company systematic
actions integrates their dialogue with
concerns and stakeholders.
feedback.
Corporate stakeholder Design an appealing Identify relevant Build relationships
collaboration entity ~ message for stakeholders and based on
scope of activities: stakeholders make them feel continuous
they are listened involvement and
to improvement
Communication role: Inform Inform and gather  Effective
feedback continuous
cooperation

and two-way
exchange of
information

Source: Own elaboration based on Morsing, M., & Schultz, M. (2006). Corporate social responsibil-
ity communication: Stakeholder information, response, and involvement strategies. Business Ethics:
A European Review, 15, 323-338.

Sulkowski et al. (2017) suggested, that this model — to better relate to stake-
holder engagement — should include one more strategy “stakeholder shaking”.
This strategy would involve open communication with aligned networks built,
encouraging stakeholders to become aware of and take action on pressing global
concerns, proactive identification of systemic changes needed, proactive dia-
logue and advocacy on the part of the firm, and verification and support of the
elimination of environmental harms. This strategy would allow to create sustain-
able value through fundamental changes in market dynamics while enabling the
organisation to eliminate social and environmental harms. It could allow organi-
sations to have a broader impact by influencing their supply chains, changing
societal norms and beliefs, or working towards circularity in the economy.

For managing stakeholder interactions for sustainable development, Hoérisch
et al. (2014) have identified tools like education, regulation, and sustainability-
based value generation. They have also recognised certain difficulties that might
arise when managing stakeholder relationships for sustainability. These difficul-
ties relate to the company’s ability to coordinate shared goals among stakehold-
ers and to empower stakeholders to serve as environmental intermediates.

Multi-stakeholder engagement can face many challenges. This collaboration
frequently struggles with differences between goals, value forms, norms and ex-
pectations of partner entities, dissimilar institutional logics (Dyer & Singh, 1998;
Vurro et al., 2011), and cultural differences and misunderstandings (Berger et al.,
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2004). The lack of a methodology makes it difficult to identify and evaluate all
stakeholders’ expectations and goals, which results in difficulties in keeping a
balance between opposing values. When ensuring sustainability and generating
prospects for scaling up, normative aspirations and collecting financial value
may come into conflict (Bitzer & Hamann, 2015).

Companies are under criticism, that their engagement in stakeholder relations
is too small and consultations with a narrow group of stakeholders are not enough
for prioritisation of social, economic, and ecological issues to achieve sustain-
ability goals (Li et al., 2012). However, many managers have noted difficulties in
inspiring and involving stakeholders in the pursuit of sustainable development.

Conclusions

Sustainable development collaboration requires multiple stakeholders’ engage-
ment. Complex sustainability concerns are being faced by businesses more
frequently, and the social and environmental values associated with business
effectiveness are inextricably linked (Sulkowski et al., 2017).

Various groups of stakeholders, with different expectations, backgrounds, and
engagement levels are difficult to manage, therefore successful planning, devel-
opment, and implementation of their engagement are necessary. But first, every
sustainability-oriented business must identify its core values, as well as societal
and environmental impact. Only then, it can start to map its stakeholders and
plan for cooperation.

There is no unique framework or model of stakeholder engagement. Numer-
ous models were designed to help companies manage information, and how the
stakeholders can create value and competitive advantage. Not much of the re-
search on stakeholder management explains, how a certain style of stakeholder
treatment and stakeholder interactions results in competitive advantage (Har-
rison et al., 2010). On the other hand, some research shows a positive connec-
tion between a company’s financial performance and its governance, social, and
environmental performance (Friede et al., 2015).

Freeman et al. (2010) underline the importance of creating stable and long-
term relations with stakeholders by the companies. In the complex and dynamic
environment, businesses must become more transparent and collaborative than
ever before, to support their sustainable development, which will ultimately lead
to survival and even growth.
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16 The role of education in
sustainable development

Jerzy Rosinski

Introduction

An appropriate solution for fulfilling the role of education in sustainable devel-
opment seems to be educational organisations that meet the criteria of turquoise
organisations (according to the typology of F. Laloux). The reasons for choosing
this type of organisation are explained in the initial part of the chapter, in the
next part a case study is presented indicating the steps leading to building this
type of organisation.

Changes in the organisation’s environment and the response to them

The transformations associated with the Fourth Industrial Revolution are not
only related to digitisation and automation. As in the case of previous industrial
revolutions, entire sectors of the economy may face not only a radical transfor-
mation but also a decline, while new areas of activity emerge. Does such a trans-
formation await the education sector? It is worth “taking 2 steps back” to see a
description of innovation processes around/in the background of the education
sector. We analyse selected aspects related to the current shape of growth trends
in the environment of the organisation (metaphorically step minus 2), then look
at selected trends in education (step minus 1) to discuss organisational contexts
related to education and sustainable growth.

We start with the “minus 2 step”, describing the growth processes in the or-
ganisation’s environment. We consider three descriptions of the development of
innovation:

1 the so-called S-curve, which describes an innovative development by H.
Altszuller (whose origins date back to studies from the 1950s of the last cen-
tury); the S-curve indicates that initially the innovative development is rela-
tively slow (linear growth), then enters the phase of extremely rapid growth
(exponential growth), and in the final phase it again slows down significantly
(again linear growth)
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2 the so-called Moore’s Law, describing the development of technology by G.
Moore (founder of Intel); formulated in 1969, it originally said that the num-
ber of transistors in integrated circuits would double every 18 months

3 the so-called Kurzweil’s law of accelerated development; formulated in the
1990s of the twentieth century by R. Kurzweil (at that time Kurzweil was the
chief engineer at Google), this law says that when technology [of a given in-
dustry] becomes digital, when it can be written in the code of zeros and ones,
then it begins to develop at an exponential rate, and its development can be
described with the help of Moore’s law.

It is easier to understand the scale of the changes of the Fourth Industrial Revolu-
tion and its impact on society when we overlay the graphs on each other. Moore’s
law seems to describe an exponential fragment of the S-curve by H. Altszuler
(see Figure 16.1). On the other hand, the digitisation of subsequent areas of so-
cial life causes them to begin to change at an exponential pace (Kurzweil’s law
of accelerated development), not linear. In addition, we are dealing with a kind
of overlap and mutual reinforcement of coexisting, exponential increases as de-
scribed. As stated by P. H. Diamandis and S. Kotler S. (2020) the pace of devel-
opmental changes increases due to the overlapping development of individual
industries, e.g., the development of biotechnology is further accelerated by the
development of (among others) artificial intelligence and quantum computers.

Fragment of the developmental
curve, described by Altszuler, also
described by Moore's law

(A

Figure 16.1 Diagram showing the common part of the S curve (by Altszuler) and
Moore’s model

v

Source: Own elaboration.
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Figure 16.2 Chart describing the so-called Martec’s law
Source: Own elaboration based on: Kupilas et al. (2019, p. 85).

Organisations are trying to adapt to changes in the environment caused by the
development of technology. One of the models illustrating the impact of tech-
nological change on organisations and business models is the so-called Martec’s
law, formulated in 2013 by Scott Brinker. It states that technology is changing at
an exponential (very fast) pace, but organisations are changing at a logarithmic
(much slower) rate (Rosinski 2021; Kupilas Rodriguez-Montequin, Villanueva-
Balsera, Alvarez-Pérez 2019; Brinker 2016). The main problem addressed in
Martec’s law is that “technology is changing faster than organisations can absorb
the changes.” (Dodd 2019)

The growing discrepancy between the development of technology and the
functioning of the organisation is a driving force for companies to change. Mar-
ket participants essentially adopt two strategies that are also reflected in the
transformation of business models: evolutionary and revolutionary. Some com-
panies adopt an evolutionary strategy, trying to minimise the discrepancies that
arise. Often, the decision on the evolutionary strategy is associated with the oc-
currence of a critical event in the organisation — this event becomes the reason
for the decision to change (Brinker 2020).

Most often, companies try to adapt agile management or lean management
practices to increase the efficiency of the organisation (Brinker 2016b). In the
short term, this solution has the desired effect but does not guarantee long-term
effectiveness (see Figure 16.3).

The second strategy of action, which is a reaction to the same divergence of
technology and the functioning of the organisation, can be described as revolu-
tionary (Brinker 2016a; Brinker, McLellan 2014). The revolutionary strategy in
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Figure 16.3 An organisation’s evolutionary strategy to minimise the gap between tech-
nology and organisational functionality

Source: Own elaboration based on: Brinker (2016, pp. 235-236).

the face of technological change had been noted for years much before Martec’s
model was created because it appeared in a kind of summary of the changes of
the third industrial revolution (Christensen, Raynor 2003). However, it seems
that it is only with the development of the transformations of the Fourth Indus-
trial Revolution that we started dealing with its popularisation in the context of
the development of technology and organisational challenges associated with it.

In the revolutionary strategy (Figure 16.4) we are dealing with a fundamental
change in the model of functioning of the organisation, and not merely with the
improvement of the existing one (as in the evolutionary strategy). The assump-
tion is not so much a “slightly more efficient” or “more flexible” system, but a
completely new way of functioning of the organisation. The transformation of
organisations affects the digitisation of technology but does not stop there (as
it can happen in the evolutionary approach). Technological modification is the
first step, followed by changes in the approach to collecting, analysing and in-
terpreting data, changes in the culture of the organisation and the expected com-
petences of employees. The way the company conducts individual operations is
also changing (Chamorro-Premuzic 2021).

Thus, we get a completely new way of functioning of the organisation
(Figure 16.5). It can, of course, be more effective and flexible, but it is primarily
qualitatively (though not only quantitatively) different from the previous one.

These evolutionary and revolutionary reactions to the discrepancy between
the level of technology and the way the organisation functions are reflected in
the ways of shaping business models in the second decade of the 21st century. In
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Figure 16.5 Stages of digital transformation leading to a data-centric organisation

Source: Own study based on: Chamorro-Premuzic (2021)

the course of the fourth industrial revolution, we observe transformations of both
the overall logic of the business model and its constituent elements.
We observe primarily two solutions (Figure 16.6):

1 modification of existing models and adaptation to the changing environment
of the organisation (analogous to the evolutionary approach)

2 construction of completely new models, resulting from the realities of func-
tioning in the fourth industrial revolution (analogous to the revolutionary
approach)
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Figure 16.6 Targeting the organisation’s response to the processes of transformation of
the digital economy

Source: Own study.

The shape of the organisation dealing with education and growth
responding to changes in the environment

In the previous part of the text, we took a kind of “take 2 steps back’ approach
to see a description of the innovation processes around/in the background of
the education sector. By describing the environment of the organisation, we
have taken a step forward, there is one more step back — thus one step forward
to be in the right place and time of our narrative. This step is a reflection on
the education sector. Due to the requirements of the text, I would like to put
the spotlight on only particular fragments, specific opposites, indicating their
significant role:

1 learning ceases to take place in organisations, it becomes a lifestyle:
« carlier, when talking about education, we often talked about formal educa-
tion (school, higher studies, certification of professional skills);
 currently, we understand learning as lifelong learning (pointing to the con-
cepts of lifelong learning or growth mindset), which is caused in a way by
the need to change professions in the course of life related to the length of
professional activity and the pace of changes in the environment
2 learning ceases to be related to the development of competences in the insti-
tution, it is associated with an active network of contacts
 earlier, when talking about education, we associated it with a specific
place: a school, a workshop, a centre or a training room
e currently we understand it as the development of competences in rela-
tion to the social environment by acquiring not only knowledge, skills,
and experience but also more primary forms such as habits of behaviour
(Milkman 2022; Duhigg 2019).

Having shared this reflection, we find ourselves in a way “here and now”, so let
us return to the problem defined in the title, which is: The role of education in
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sustainable development. In other words: how can we talk about (sustainable)
growth, education and the organisational context?

For reflection on this topic, it will be helpful to use a model: Reinventing Organi-
sations Map, based on Frederic Laloux’s book Reinventing Organizations, however
(in the opinion of E. Szabolcs and M. Karoly), it goes beyond the breakthroughs
mentioned in Laloux’s study. For the purposes of this text, we used the 2.2. version
of the map as published by its authors in April 2017 [http://www.reinvorgmap.com].

The theory of the functioning of particular “coloured” (Laloux 2016, p. 34),
organisations describes the types of “whole” organisations, but these models re-
late to organisational processes, structures, and cultures. Therefore, it is difficult
to state that a particular organisation is 100% “orange” or “green”. Referring
only to processes, we can analyse, for example, recruitment, establishment of
objectives, development of a budget, resource management or personnel devel-
opment and declare the advantage of the processes of a given type (“colour”).
The operationalisation of understanding an organisation as a “network filled
with processes of different colours” (Laloux 2016, p. 34) leads to the use of an
organisation description model proposed by E. Szabolcs and M. Karoly from the
Hungarian consultancy firm Circle43.

The transfer of the F. Laloux model (and its description in the separate context
of the model of E. Szabolcs and M. Karoly) to the field of educational organisa-
tion took place in a separate text (Rosinski 2018). The same text (Rosinski 2018)
explains the research methodology of the applied qualitative research: partici-
pant observation and partially categorised interview (Sztumski 2005) and the
application of their results to the model of E. Szabolcs and M. Karoly.

The primary school in Bedkowice, described in the 2018 text (Rosinski 2018)
and in the current text, may be an example, as an educational organisation, of
a turquoise-type organisation. Thus, it does not belong to the typical solutions
found in the education market, where amber organisations (free public schools)
- dominate in the public sector; orange organisations (private schools with high
tuition fees) - in the commercial sector, green organisations (schools run by as-
sociations, low tuition fees) - in the non-governmental sector. At the same time,
the presented example of a turquoise-type educational organisation integrates
certain solutions of each of the above (amber; orange; teal), being a school of
each of the three dominant types during its development. Hence, the case study
of the school in Bedkowice is so attractive.

Description of organisation

The organisation analysed is a public school in Bedkowice; it is run by a par-
ents’ association, based on a managerial model. The school is directly managed
by the principal (matters related to pedagogical supervision and curriculum re-
quirements imposed by the state) and the school manager (administrative matters
related to the functioning of the school). The whole operation of the school is
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supervised by the chairperson of the parents’ association (recruitment, and dis-
missal of staff, approval of expenses, and salaries). Teachers are guaranteed ca-
reer advancement opportunities under the same regulations that apply to other
public schools.

As a public educational institution, the school does not charge any tuition fees
and relies on an education subsidy from the state, which is based on the number
of pupils attending the school, and voluntary donations to the association. There
are approximately 80 pupils in grades 0 to 8, with no more than 14 pupils per
class. In the same building, the school also runs three kindergarten groups of 20
children each.

While Begdkowice has had a school for over 100 years, it has occupied its
present building since the 1970s. An important event in the organisation’s his-
tory was its acquisition by the parents’ association from the commune in the
year 2012. As a consequence of this change, only the building and its equipment
remained, while the teaching staff and management were completely replaced.
In 2012 the school had 28 pupils; at present (2022) about 140 children attend
the school.

Results, discussion, reinterpretation of 2018 results

Based on participant observation and interviews, it was possible to identify
unique phases in the functioning of the organisation:

Phase 1. (see Figure 16.7) “Just to survive and show others it was possible”.

The phase is dominated by processes typical of amber organisations (peda-
gogical supervision requirements); there are many “red” processes (quick, au-
thoritarian decisions characteristic of crises rather than the “violence-based”
functioning of red organisations).

It should be noted that from the beginning of the organisation’s existence,
its leadership style (see the leadership style dimension) has been perceived as a
means of empowering employees and has had a situational character (although
the interviewees were not familiar with the concept of empowerment, their
descriptions indicated that managers adapted to the situation of an employee
or team).

Another important element was the shaping of the organisation’s relationships
with its internal and external customers (see dimensions: attitude during contact;
stakeholder relationship). The interviewees emphasised the unique nature of the
relationships within the team (friendliness and the shared working atmosphere
from the very beginning of the organisation’s functioning in its new shape) as
well as partner relationships with the stakeholders (parents, sponsors, and local
authorities). The managers mentioned also the primacy of a certain idealistic vi-
sion (““A school for our children”, “A school where we would like to spend time
ourselves”) accompanied by a lack of an operational strategy (see work attitude
dimension: vision — idealistic culture over strategy).
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Reinventing Organizations map
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Figure 16.7 Phase 1 in the functioning of the organisation described using the categories

of the Reinventing Organisations Map version 2.5

Source: http://www.reinvorgmap.com; access: 23

A completely new team of teachers recruited from among people with no pro-
fessional experience was building a work climate characterised by friendliness
and orientation towards community, cooperation and mutual support (see the
dimension of work climate). It can be assumed that this was due to the absence
of any previous negative work habits, a strong internal motivation to survive a
difficult period (see dimensions: inner motive and drive for manifestation) and
the modelling of behaviour used by the managers (leadership style, attitudes
towards the organisation’s stakeholders presented not so much in declarations as

.02.2023.

in everyday situations in the workplace).
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Therefore, it can be concluded that in this phase of the organisation’s func-
tioning, we were dealing with distinct seeds of a “green organisation” in terms
of leadership, attitudes towards work, relations within the organisation, and rela-
tions with the organisational environment.

Interpreting the situation in phase 1, we can metaphorically state that despite
the predominance of “amber” and even “red phenomena”, “green processes”
became, as it were, the “leaven” for the organisation’s development towards

“evolutionary turquoise”.

Phase 2. (see Figure 16.8) “Common work is a value”.

Reinventing Organizations map
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Figure 16.8 Phase 2 in the functioning of the organisation described using the categories
of the Reinventing Organisations Map version 2.5

Source: http://www.reinvorgmap.com; access: 23.03.2023.
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In this phase, what was symptomatic was the appearance of a considerable
number of “green” processes with the simultaneous increase in the efficiency
of managing amber processes (necessitated by the requirements related to peda-
gogical supervision and the organisation’s status of a public educational institu-
tion) as well as orange processes (connected with acquiring additional resources
for the association running the school).

In phase 2 there appear elements of green organisations mentioned by F. La-
loux (2015a, pp. 45-48; 2016, pp. 38-39) which are important for building evo-
lutionary turquoise organisations in the future:

1 Empowerment

It can be assumed that on the basis of the previously existing mutual sup-
port and empowerment-oriented management style, changes aimed at “being
inspired” begin to appear in employees’ attitudes (see dimensions: inner mo-
tive, drive for manifestation).

Alongside these changes, a new way of thinking about employee remu-
neration is developing (see salary dimension) - employees (through their
representative) gain full access and decision-making power regarding school
expenses; it can therefore be said that there is a participative orientation to-
wards remuneration. On the one hand, the employees participate in decision-
making regarding financial matters and, on the other hand, they control the
school’s expenditure. Hence, it becomes clear to them whether pay rises are
feasible or not and what the available funds are spent on.

2 An organisational culture based on shared values and inspiring goals

3 Values become an important element in decision-making (see dimensions:
decision-making, loyalty); this is evident not only and not so much in for-
mally declared values, as in the recruitment, selection, promotion and career
path development processes of employees.

The work climate is becoming an important value for employees (see work
climate dimension): one employee aptly summed it up by saying that “our
workplace is like being on vacation”.

Another element that is changing is the employees’ self-awareness (see di-
mension: consciousness of self); on the one hand, this influences their profes-
sional development in this organisation (the school employed people with no
previous experience) and, on the other hand, we can talk about the influence of
the organisation itself (through management styles and behavioural modelling
by managers).

4 The perspective of all interest groups

The partnership with stakeholders (see dimension: stakeholders’ rela-
tionship) involves not only teachers (joint decision-making) and parents
(awareness of needs, managing expectations); the institution’s stakeholders
are also its sponsors (through their children they often become customers
of the school’s educational services) and local authorities (through positive
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feedback from parents addressed to local authorities, the perception of the
school changes for the better). Despite the growing number of children, pupils
are also partners all along. At the beginning of the school, when there were
only twelve students, it was possible to implement the “extended family”
model in relations with them, at the development stage, which is the subject
of this analysis; this is done through the behavioural modelling exercised by
the management (shaping attitudes of teachers) and careful recruitment and
selection of candidates for teaching positions (candidates’ initial attitudes).

Furthermore, taking into consideration the elements mentioned by F. Laloux
(2015a, pp. 59-66; 2016, pp. 38-39) as important for the building of evolution-
ary turquoise organisations, the following elements appear in phase 2:

1 “Values/an internal sense of rightness as a compass”: Those managing the
school are guided by very similar values in their own lives.

2 “Overcoming ego fears”: Because of their life experience, they are able to
look at themselves from a distance; during the early years of the school,
the management team built mutual relationships based on trust and, conse-
quently, they tend to build similar trust-based relations with other people.

3 “Relying on one’s strengths”: reflecting the shift from “the paradigm of not
having to the paradigm of strengths” was reflected

4 “Longing for completeness”: We do not come across such lofty phrases as
implied by F. Laloux (2016, p. 39), however, for the managers, the school
becomes a way of life, a place which consciously “creates culture for the
community”’.

Phase 3. (see Figure 16.9) “An accidental, unnoticeable breakthrough”.

The turquoise process, a pioneer for the organisation was linked to a standard
(as in ‘amber’ organisations) annual obligation. However, the process itself and its
end result went very much beyond the scope of amber, orange or green organisa-
tions. Because the analysed school had been operating as a ‘green’ organisation
for about a year (as described in phase 2), it was doing things that were important
to itself and for ‘our children’. It turned out that the permanent (‘amber”) obliga-
tion to organise a school excursion had become a unique milestone in its develop-
ment: “the excursion of our dreams”. As in the turquoise organisation, everyone
with an interest in the outcome of the venture was involved in the decision-making
process about and organisation of ‘the excursion of our dreams’. This means
that the decision-making process involved the children, their parents, teachers,
managers and sponsors. Thanks to the active involvement of all parties in the
decision-making process, the end result exceeded their original expectations and
was observed with great attention by other schools and neighbouring communities.

Phase 3 results appear to stem directly from phase 2, in which the school
as an organisation became saturated with processes of a “green” nature. The
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emergence of the turquoise process went unnoticed; it was to some extent the
consequence of a certain “critical mass of green processes” in the organisa-
tion. The emergence of the turquoise process did not cause any “earthquake”
or “Copernican revolution” in the organisation. There was no change in the
organisation’s functioning with respect to the Reinventing Organisations Map.
However, the repetition of the same turquoise process (Decision Making) in the
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Figure 16.9 Phase 3 in the functioning of the organisation described using the categories
of the Reinventing Organisations Map version 2.5. and the repetition of one
organisational process (Decision Making)

Source: http://www.reinvorgmap.com; access: 23.03.2023.
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following year resulted in the spontaneous launch of subsequent “turquoise”

processes.

It seems, therefore, that one of the ways to achieve a “turquoise transformation in
the organisation” is to launch a single process at the teal level; process abrasion for
two to three years (see Figure 16.9). Other processes begin to “rise” to a higher level
(teal); some will remain at lower levels, which is consistent with the Laloux model.

Phase 4. (see Figure 16.10) “The ship on course towards the turquoise islands .

Reinventing Organizations map
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Figure 16.10 Phase 4 in the functioning of the organisation described using the catego-
ries of the Reinventing Organisations Map version 2.5

Source: http://www.reinvorgmap.com; access: 23.02.2023.
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While the first turquoise process was, as it were, the result of a coincidence
or “a critical mass of the green processes taking place in the organisation”, sub-
sequent turquoise processes were a process of increasing their number based on
the initiative of employees.

The employees themselves proposed innovative teaching methods and an
innovative system of motivating pupils to exceed their own limitations. Such
initiatives occurred simultaneously with the transformation of the organisation
itself (see Figure 16.4). There emerged such phenomena characteristic of tur-
quoise organisations as:

1 Self-governance: there was a fluid structure (formally, there are three teams
and managers — a requirement for a school as an amber organisation);
however, from a functional point of view, what we are witnessing is fluid
movement between systems, shifting responsibilities, collective knowledge
creation.

2 Completeness: working for the organisation allows one to discover who one
is and to develop oneself; those working for the school share their passions
with the pupils (as this is described by Laloux (2016, p. 55) “they shed their
masks of the professional I

3 Evolutionary purposefulness: changes in the organisation’s environment
(changes in the system of education, modifications in the grant amount) make
it difficult for the employees to “listen to themselves and understand which
way the organisation is naturally heading” (Laloux 2016, p. 55).

It is worth having a closer look at Phases 3 and 4 because they can indicate a
model of a “step-by-step” process of consciously shaping a turquoise organisa-
tion. It appears that the factors which facilitated the appearance of a turquoise
process are as follows:

* A considerable degree of saturation of the organisation with processes at the
level of “pluralistic green”.

» After achieving a certain “green critical mass”, generating a turquoise pro-
cess, “the turquoise snowball starts rolling downhill”.

* As in competence development systems, repeating at least one turquoise
process becomes a development priority and triggers the development of
other areas towards evolutionary turquoise (as in competence development
systems, once we learn communication skills, we will very likely develop
competences in such areas as giving presentations, conducting negotiations,
assertiveness or teamwork).

Additionally, besides phase 3 and phase 4, it seems that the important role was
played by organisational leadership oriented towards a situational approach to
management aimed at employee empowerment. Hence, despite the school’s
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initial difficult economic position, the organisational processes changed from
amber or even red ones towards a “green organisation”.

Conclusions

An appropriate solution for fulfilling the role of education in sustainable devel-
opment seems to be educational organisations that meet the criteria of turquoise
organisations according to the typology of F. Laloux. The steps leading to build-
ing this type of organisation could be

* the creation of “a critical mass for green organisational processes”,

* the appearance and repetition of a single turquoise process as a developmen-
tal priority,

» the emergence of subsequent turquoise processes as a result of the existence
of a single turquoise process consistently implemented in the organisation

Obviously, it is necessary to keep in mind the organisation’s limitations (a pri-
mary school), size (originally it was a relatively small organisation) as well as
the specificity of the public sector as a management environment.
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17 The role of innovation in
sustainable development

Magdalena M. Stuss

Introduction

The issue of sustainable development, as indicated by numerous scientific studies
(see: previous chapters) have become important for the stakeholders of organisa-
tions, also in areas of the economy where the need for innovation is indicated
as a key determinant (Damanpour & Schneider, 2006; Varadarajan, 2017; Al-
Baghdadi et al., 2021). So far, only some previous studies on sustainability have
looked at the relevant relationship between sustainability and innovation (Qi
et al., 2010; Boons & Liideke-Freund, 2013). Sustainability factors such as
reducing the carbon footprint, poverty alleviation, fair distribution, waste re-
duction and transparency and related business strategies — understood as
clean technology, vision of sustainability, pollution prevention and product
management — can accelerate the creation of sustainable value for companies by
implementing innovations (Evans et al., 2017).

A historical contribution to the building of the concept of innovativeness was
made by J. Schumpeter, whose work was devoted to clarifying and emphasising
the role of innovation and entrepreneurship. J. Schumpeter pointed to five cases
of innovation as follows (Schumpeter, 1960):

* The implementation of new products that consumers had not been familiar
with prior to this, or a new type of product.

* The introduction of a new production method, which has not yet been practi-
cally tested in a given industry.

* The opening of a new market, i.c. a market where a certain type of industry in
a given country had not previously entered, regardless of whether this market
existed before or not.

* The acquisition of a new source of raw materials or semi-finished products,
regardless of whether the source already existed or whether it had to be
created.

» Conducting a new organisation of some industry, e.g., creating or breaking a
monopoly.
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Innovation, according to J. Schumpeter, signifies the implementation of new so-
lutions into practice, while the subject of his considerations was primarily tech-
nical innovations, as well as their impact on the economy. Any dissemination of
innovations constitutes a separate type of change, referred to imitation (Makieta &
Stuss, 2018, p. 29).

In the contemporary perception of the notion of “innovativeness”, there is the
ability to implement new solutions (new products, new types of activities, new
technologies, new entities and institutions, new forms of organisation and man-
agement) in all spheres of social and economic life. Innovation is the process
of transforming existing capabilities into new ideas and introducing them into
practical application (Makiela & Stuss, 2018, pp. 28-32). A different approach
to the problematic issue of innovations was presented in the Oslo Manual, in
which innovation is assumed to be the implementation of a new or significantly
improved product (goods or services) or a process, a new marketing method, or a
new organisational method in economic practice, workplace organisation or re-
lations with the environment. Such a general definition of innovations is justified
by the fact that it covers a wide range of possible innovations (Podrecznik Oslo.
Zasady Gromadzenia i Interpretacji Danych Dotyczqcych Innowacji, 2008). It
should be mentioned that the scope of the notion of “innovation” changes in
subsequent editions of the manual and the current assumption is that the mini-
mum requirement for the existence of innovation is for the product, process,
marketing method or organisational method is new (or significantly improved)
for the company. This includes products, processes and methods which a par-
ticular company was the first to create, and also those that were adopted from
other companies or entities (Oslo Manual 2018, 2018). S.D. Anthony describes
the evolution of innovation as a transition of the subject of innovation from
the individual innovator to enterprises, and the transition of the object of in-
novation from technological innovation to an innovative business model (BM)
(Anthony, 2012). The common feature of innovations is the fact that they were
implemented and launched to the market. New processes, marketing methods,
or organisational methods are implemented when their actual use in the com-
pany’s operations begins. This signifies that innovative activity is the entirety of
scientific, technical, organisational, financial and commercial activities that lead
to the implementation of innovations. Innovative activity also includes research
and development (R&D) activities, which are not directly associated with the
creation of a specific innovation (Makieta & Stuss, 2018, p. 32).

Innovativeness in BMs may be found in a new business activity, a new com-
bination of activities (structure), or a change in the entity conducting a given
activity. Novelty as a measure of the innovativeness of a system of activities may
be expressed by means of the new transaction structure, transaction content, or
new participants or customer constraints and the creation of exit barriers related
to a change of supplier (loyalty program, dominant design, trust, customisation),
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as well as network externalities, complementary goods that increase the value of
the product and the dependency between components, particularly the effect of
synergy and the economies of scale (Loucanova et al., 2022).

The ability to innovate in the field of sustainable development represents a
necessary business acumen, regardless of whether it is associated with small
and incremental steps, or radical innovations (Evans et al., 2017). Innovation is
emerging as a potential mechanism for integrating sustainability into business
(Schaltegger et al., 2012; Schaltegger & Wagner, 2011). However, there is a
lack of clarity, conceptual consensus and consistency in the use of these terms:
BM, BM Innovation (BMI) and Sustainable BM (SBM) (Magretta, 2002; Oster-
walder & Pigneur, 2010; Boons & Liideke-Freund, 2013). This chapter aims to
organise the aforementioned concepts and attempt to characterise, classify and
define their boundaries.

Business model innovation

Sustainable innovativeness has for some time been acknowledged to be a key de-
terminant of business and societal change, as well as the answer to the increasing
complexity of the environment in which businesses operate. Despite considerable
interest in the drivers of sustainable innovation at the level of enterprises, there is
little knowledge about the role of sustainable activities in the innovative models
and the performance of innovation-focused enterprises (Al-Baghdadi et al., 2021).

A. Osterwalder and Y. Pigneur described the BM as the fundamental principle
of creating, maintaining and exchanging value — the BM should be dynamic due
to the constantly changing environment (Osterwalder & Pigneur, 2010). BMI
was initially defined as the process of discovering fundamentally new BMs in an
existing business (Markides, 2006), thereby modifying or modernising the exist-
ing business logic of how value is created and captured (Foss & Saebi, 2017).
Nevertheless, the most frequently quoted definition of the BMI by N. Bocken
et al., states that “changes in the way the organisation and its value-network
create, deliver value and capture value /.../ or change their value propositions”.
Such a statement moves value towards the focal point of interest as the crucial
element, which not only constitutes the innovativeness of a BM but will also
determine a company’s performance and profit (Mielcarek & Piekarczyk, 2022).
BMI deals with a new way to do business aimed at prosperity in a dynamic
environment through the reconceptualisation of the underlying logic behind the
value creation, capture and delivery (Richardson, 2008; Teece, 2010).

The phenomenon of BMI, due to the development and utilisation of new tech-
nology, is more relevant and complex than ever before (Mielcarek & Piekarczyk,
2022). Firms increasingly need to innovate by modifying their BM by initiat-
ing changes, improvements and replacements in various organisational elements
(Mitchell & Coles, 2003).
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Furthermore, scholars have used BMI as a strategic tool or unit of analysis
to study how firms can overcome the competitive threat of a specific industry,
such as the creative and cultural industry (i.e., Lantano, Petruzzelli, & Panniello,
2022) or the tourism and hospitality industry (Presenza et al., 2019).

BMI should be the result of modernising the BM (in which the current BM is
progressively improved) or the result of generating and designing a BM (where
no BM previously existed) (Berends et al., 2016). Although each path is very
different in terms of its challenges, both paths require entrepreneurs to under-
stand and decide how the organisation’s current system of operations needs to
be changed and how this contributes to the creation and acquisition of value
(Amit & Zott, 2020). According to C. Christensen, companies can achieve BMI
by adopting a technology push and incorporating a technological breakthrough
which, in effect, would make them the first movers in the industry (Christensen,
1997). However, some research projects show that BMI is not always beneficial
(Halecker et al., 2014).

It is relevant to understand these elements to facilitate the analysis of organi-
sational processes and planning of transformation from one BM to another and
to increase the firm’s resilience and the probability of success (Geissdoerfer
et al., 2018). Sosna et al. identify two generic phases organisations go through
to innovate their BMs: exploration and exploitation. In the exploration phase,
the organisation aims to understand what BM design would address the stra-
tegic challenges (such as changing customer demands, increased competition,
or emergent technologies) through a trial-and-error process. In the exploitation
phase, the BM is implemented, its performance is measured, and if proven to be
valuable, it is scaled (Sosna et al., 2010).

Frankenberger et al. propose a finer-grained iterative BMI process with four
phases (Frankenberger et al., 2013):

* initiation — which involves analysing and understanding the ecosystem’s
needs and identifying important stakeholders,

+ ideation — which concerns generating potential new (draft) BM designs,

* integration — which aims to establish a viable and complete BM design, con-
cretising its structure, business logic, and resources needed,

* implementation — which ensures that the selected BM design can be put into
practice and is supported through its organisational processes.

However, the most famous one is the classification provided by M. Geiss-
doerfer et al. which identifies four types of BMI — start-up, transformation,
diversification and acquisition (Geissdoerfer et al., 2018), and also by S. Caval-
cante, P. Kesting and J. Ulhei which describes creation, extension, revision and
termination (Cavalcante et al., 2011).

An important issue as regards the use of resources in BMI is the scope of new
technologies. BMI requires time, partly due to the fact that the preparation of a
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BM is more dependent on the context rather than the management of technology
(Teece, 2010). The adaptation of new technologies offers an opportunity for BM
renewal, but a profound change in the BM also disrupts previous configurations
of resources and can diminish a company’s performance (Sosna et al., 2010;
Mielcarek & Piekarczyk, 2022).

Sustainable business model innovation

In recent years, a new form of BMI has emerged by incorporating the sustain-
ability concept into the firm’s goals and processes. We define sustainable busi-
ness model innovation (SBMI) as a change in how a firm operates to create a
positive impact or reduce the negative consequences for the environment and
society (Ferlito & Faraci, 2022). The evolution of the approach to SBMI is pre-
sented in Figure 17.1.

SBMI builds on the traditional BMI but applies it to a more expanded context.
The basic idea is first to test the company’s current BM for sustainability against
a broader temporal, societal, and spatial context so that its vulnerability to ex-
ternalities, its sustainability limits, and its potential to create new environmental
and societal value all become apparent. Secondly, it explores BMIs by apply-
ing a combination of modular “transformations” to address limits and leverage
potentials. Subsequently, it connects BMIs back to the core drivers of business
advantage and financial performance to assess how they can deliver both value
and sustainability. New models are piloted and tuned to seize an advantage in the
market, and also with investors and stakeholders, as well as to understand what
changes are needed in the business ecosystem or at the industry level to create
the right context for success (Young & Reeves, 2020).

INNOVATION

Business Model Y . Business Model
Process improvements Innovation
to achieve compliance
Sustainable
»| Business Model
Business model Innovation
- changes to meet
Environmental, R
Corporate social > Social and J market and investor
responsibility Reactive changes for Governance pressurfes. Innovation
A sustainability. Step- A of business models

and ecosystem to co-
optimize for business
and societal

wise business model
changes to meet
market and investor
pressures

Figure 17.1 The evolution of the approach to SBMI

Source: Own analysis based on literature research included in the references
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SBMI involves changes in how a company does business to address societal
and environmental challenges and has gained increasing attention in the last
two decades as a means of sustainable development. To reach its sustainability
potential, SBMI necessitates engagement with external stakeholders to develop
multi-stakeholder value propositions and value capture mechanisms, making
these external stakeholders fundamentally part of a (future) functioning BM.
SBMI therefore structurally transcends the organisational boundaries of the firm
and requires a redesign and re-alignment of the organisational boundaries of the
respective organisations involved (Velter et al., 2021).

On the other hand, N. Bocken et al. define SBMI as “innovations that create
significant positive and/or significantly reduce negative impact on the environ-
ment and/or society, through changes in the way the organisation and its value
network creates, delivers and captures value (i.e. create economic value), or
change their value proposition” (Bocken et al., 2014). They propose a categorisa-
tion of SBM archetypes, according to the main type of BMI: technological, social
and organisation-oriented innovation, according to the nature of the dominant in-
novation. Firms can select one or more archetypes in developing their SBMs, and
at the same time also combine different archetypes (Tiscini et al., 2020).

The SBMI considers the value creation in the activities carried out and their
delivery as eco-social benefits balanced among all the players. In other words,
it may include changing energy inputs in the industry using renewable energies,
such as the sun and the wind, or modifying the way products reach the market
in terms of transportation (Ferlito & Faraci, 2022). SBMI is characterised by the
following (Young & Reeves, 2020):

 the incorporation of sustainable principles or goals into the existing value
proposition,

 the extension of the value creation concept from economic value to shared
value (Porter & Kramer, 2011),

* the consideration of non-financial interests in the decision-making process,

* managers who act as sustainability leaders to promote a new mindset within
the whole organisation (Stubbs & Cocklin, 2008).

As opposed to M. Velter et al., SBMI frames boundary work as the activity of
exploring, negotiating, and re-aligning organisational boundaries around new
value propositions (Velter et al., 2021).

Type of SBMI

Model of R. Ferlito and R. Faraci

Based on the new framework for an SBMI process, they proposed a multidimen-
sional vision of SBMI. The framework suggests starting the analysis from the
value proposition section that is made up not only by describing new sustainable
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value, such as existing tools but also by explaining the governance. This is fol-
lowed by the value creation and delivery system related to resources, assets,
processes and position in the value network relative to customers, competitors,
collaborators and all stakeholders.

Following the framework’s logic, we must consider how the value is cre-
ated and distributed. The final area of our framework focuses mainly on the
firm’s results and their measurement. The second step concerns transparency,
which is often associated with the amount of information an organisation is
willing to disclose. Transparency cannot exist without ethical action such as
the presence of an ethical code and an ethical audit. The last element neces-
sary to consider is governance since leading the transformation to a more
SBM must be a constant topic on the Board of Directors’ agenda (Ferlito &
Faraci, 2022).

Model of D. Young and M. Gerard

The core practice for SBMI is an iterative innovation cycle. With each round, the
company gains scale, experience, and market presence for its initiative; these re-
inforce both the business advantage and the environmental and societal benefits
generated (Young & Gerard, 2021):

* Step 1. Expand the Business Canvas — develop a rich understanding of
the broader stakeholder ecosystem in which the company operates and of
the environmental and societal issues and trends that might affect this ecosys-
tem. As part of this diagnosis, it is necessary to explore the potential impact
of ecosystem dynamics and other issues on the BM. This will facilitate the
identification of a range of business vulnerabilities and opportunities tied to
environmental and societal issues.

» Step 2. Innovate for a Resilient BM — transform the BM, or imagine an en-
tirely new one, so that you can seize these opportunities. In this second step,
it is necessary to innovate and develop new aspects of that new BM. It should
ideate a new BM to integrate and reinforce both business advantage and en-
vironmental and societal benefits.

» Step 3. Link to Drivers of Value and Competitive Advantage — test, iterate,
and refine the BM ideas or concepts (from the second step) to ensure that
they will yield the environmental and societal benefits intended, and that the
benefits will translate into value and advantage for the company. A business
with weak profit margins cannot invest in innovation to amplify and scale
environmental and societal benefits.

* Step 4. Scale the Initiative — the full potential value of SBMI is achieved
only when the new BM is brought to scale: engaging people in the company,
across the supply chain, in the company’s networks, and in its ecosystems to
expand impact and advantage.
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Model of D. Young and M. Reeves

Strategy and sustainability are jointly considered and become mutually reinforc-
ing, in which reporting gives way to action, and a company-centric approach
gives way to a multilevel approach and new models of competition and sustain-
able value creation. The idea builds on M. Porter’s concept of shared value, but it
unites sustainability and strategy efforts in a common methodology and process,
both at the enterprise level and at higher levels (Young & Reeves, 2020).

A model as a cycle which enables resilience, durability, and value creation
through changing business, societal, and investor contexts has the following
characteristics (Young & Reeves, 2020):

* Itscales effectively without diminishing returns or increasing the risk of failure.

+ It increases differentiation and competitiveness.

+ It reduces the potential for commoditisation.

+ It creates an environmental and societal surplus.

+ It remains durable against emerging socio-environmental trends.

It exhibits network effects that accumulate value and reshape value chains.

+ It harnesses or reshapes business ecosystems for advantage and sustainability.

+ It increases returns to shareholders and net positives to stakeholders in the
environmental and societal dimensions.

It stimulates the purpose of the company in ways that propel engagement and
affinity for employees, customers, investors, and other stakeholders.

Model of E. Al-Baghdadi et al.

BMI has a direct relationship with sustainable innovations orientation (SIO)
and management accounting control systems (MACS), as well as the fact that
MACS have a direct relationship with SIO.

In addition, company and industry-related factors were proposed as the sustain-
able innovation orientation drivers, while sustainable product and process innova-
tion and some measures of corporate performance were proposed as the outcomes
of a sustainable innovation orientation. The mediating role of MACS and SIO
in the relationship between BMI and sustainable innovation outcomes (corporate
performance) was also hypothesised and it was contended that the innovation of a
BM by manufacturing companies can lead to a sustainable outcome. The MACS
and sustainable innovation orientation were found to mediate the relationship be-
tween BM sustainability and environmental performance, and also the relationship
between BM sustainability and employee performance (Al-Baghdadi et al., 2021).

Summary — implementation

Like any type of innovation, BMI is a way of changing and expanding the ability
of businesses to operate more effectively and efficiently. By focusing on propos-
ing and creating value, BMI has become a major tool for developing new and
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changing existing forms of organisational value creation. The emerging field
of research and practice in the area of SBMs has adopted this approach to un-
derstand and develop new forms of value creation that offer novel value propo-
sitions to customers and all other stakeholders, and that enable companies to
maintain the value of expected financial performance, while maintaining and
even regenerating social and natural capital.

The implementation process should start by thinking over the concept of S.
Anthony, who described the evolution of innovation as the transition of the en-
tity of innovation from the individual innovator to enterprises and the transition
of the object of innovation from technological innovation to BMI (Anthony,
2012). To further draw on the research of F. Liideke-Freund, they found the case
of an SBMI of 45 patterns with the potential to create ecological, social, and
economic value. These were arranged in 11 pattern groups (Lideke-Freund &

CEINNT

Froese, 2020): “Pricing & revenue”, “Financing”, “Eco-design”, “Closing-the-
loop”, “Supply chain”, “Giving”, “Access provision”, “Social mission”, “Ser-
vice & performance”, “Cooperative”, “Community platform”.

SBMI should be implemented by translating sustainability strategies into
practical action plans for value-creating enterprises. In doing so, SBMI im-
proves a company’s ability to create, maintain or recreate natural, social and
economic capital across organisational boundaries. This is realised by changing
the value for customers and all other stakeholders and/or how value is created,
delivered and extracted.
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18 Reporting on sustainable
development

Matgorzata Kutera

Introduction

The concept of sustainable development of the economy and society was also
reflected in the corporate reporting system. Currently, a growing group of stake-
holders needs information about the activities of entities related to corporate
social responsibility. The activity of enterprises in this area is perceived as an
element of building the company’s value in the long run. Investors, creditors,
employees, contractors and the broadly understood community, or local and
state authorities, analyse non-financial information related to the organisational
culture and the impact of business entities on their environment. They are used
to make various decisions: investing funds in a given company, discontinuing
cooperation due to negative actions of an individual, consumer boycotts and
pressure from non-governmental organisations. Many companies see an oppor-
tunity to gain a competitive advantage and increase their attractiveness in the
market, including through broad information on initiatives related to sustainable
development. The data contained in non-financial reports is, therefore, a valu-
able source for assessing the development potential of an enterprise. However,
the practice so far in this area is very diverse. Selected entities present concise
information as part of the annual management report, others prepare extensive
separate reports presenting sustainability issues, and yet others combine finan-
cial and non-financial data by publishing integrated reports. This obviously has
a negative impact on the possibility of a reliable comparison of the activities of
entities by various stakeholders. This is mainly due to the lack of unified and
commonly used reporting standards. This problem has already been identified,
and intensive work is currently underway to harmonise the rules in this area.
Bearing in mind the above, the purpose of this chapter is to present the current
non-financial reporting systems and the directions for future changes. The analy-
sis will be based mainly on global and international legal acts, as well as reports
presenting the current scale of non-financial reporting.

A pivotal moment in the context of non-financial reporting was the introduc-
tion of Directive 2014/95/EU of the European Parliament and of the Council
of 22 October 2014 amending Directive 2013/34/EU as regards disclosure of
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non-financial and diversity information by certain large companies and groups.
The regulation came into force with regard to reports prepared for the finan-
cial year beginning after 01/01/2017. For the first time, this document included
the obligation to disclose information on sustainable development by the most
significant economic entities throughout the EU. It does not mean, however,
that such reporting did not occur before. The companies presented data in this
area but on a completely voluntary basis (Singhania & Saini, 2021; Breijer &
Orij, 2022). The aim of the directive was, therefore, to ensure the transparency,
consistency and comparability of non-financial information provided by entities
from EU countries. It should be noted, however, that the provisions of the direc-
tive are still not mandatory, do not impose a rigid form of reporting and allow
the application of the “comply or explain” rule (Aureli, Magnaghi & Salvatori,
2019). This means that all companies covered by the Directive must disclose
non-financial information or clearly indicate why they have not.

According to the provisions of Directive 2014/95/EU, the reporting obliga-
tion applies to public interest entities (i.e., listed companies, banks, insurance
companies, selected investment funds and pension funds), which at the end of a
given financial year and in a previous financial year met the following criteria:

— the average annual employment was higher than 500 people and

— the entity recorded more than EUR 20 million of the balance sheet total
or more than EUR 40 million of net revenues from the sale of goods and
products.

The directive identifies some thematic areas of reporting, which are presented in
Figure 18.1. Each entity should briefly explain the business model and then de-
scribe the policies, results, principal risks and key performance indicators (KPIs)

description of the
material risks and due
diligence procedures

description of policies
and their results

description of the
business model

Figure 18.1 Main areas of non-financial reporting in accordance with Directive

in relation to
environmental, social
and labour issues,
regarding human rights
and counteracting
corruption and bribery

in relation to
environmental, social
and labour issues,
regarding human rights
and counteracting
corruption and bribery

key non-financial
performance
indicators (KPIs)

2014/95/EU

Source: Own study
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in four primary areas: environment, social responsibility and employees, human
rights, anti-corruption and anti-bribery.

The directive also presents the broader context of these descriptions. With
regard to environmental issues, disclosures regarding the current and anticipated
impact of the company’s operations on the environment and on health and safety,
the use of renewable or non-renewable energy, greenhouse gas emissions, water
consumption and air pollution are of particular importance. In the field of social
and labour matters, data on various activities undertaken to ensure gender equal-
ity, implementation of basic conventions related to the organisation of work,
working conditions, social dialogue, respect for employees’ right to information
and expression, respect for trade union rights, health and safety at work and
dialogue with local communities or actions taken to protect and develop these
communities. Information on preventing human rights violations or the instru-
ments in place to fight corruption and bribery is also important.

However, several years of experience in the application of Directive 2014/95/
EU have not brought the desired results. The European Commission points out
that companies often do not provide all the information relevant to stakeholders
in their reports. Also, the disclosures are not sufficiently reliable or comparable
between companies, even within the same sector and business profile. It happens
that some data is difficult to identify by readers because entities intentionally
hide it. In this context, the extremely limited scope of disclosures concerning
intangible assets was emphasised. Therefore, further legislative measures were
taken to eliminate the irregularities mentioned above and to meet the growing
information requirements on the part of stakeholders.

Intensive work on new regulations is currently underway. At the European Union
level, they are mainly concerned with the implementation of three new legal acts:

— EU Taxonomy — the common name of Regulation (EU) 2020/852 of the Eu-
ropean Parliament and of the Council of 18/06/2020 on establishing a frame-
work to facilitate sustainable investment,

— Sustainable Finance Disclosure Regulation (SFDR) — Regulation (EU)
2019/2088 of the European Parliament and of the Council of November 27,
2019 on disclosure of information related to sustainable development in the
financial services sector,

— a new Corporate Sustainability Reporting Directive (CSRD) of April 21,
2021- Directive of the European Parliament and of the Council amending Di-
rective 2013/34/EU, Directive 2004/109/EC, Directive 2006/43/EC and Reg-
ulation (EU) No 537/2014 as regards corporate reporting on sustainability.

The EU Taxonomy is a system of unified classification of activities for sustain-
able development, intended to support investors in their decision-making. Regu-
lation organises various activities of entities related to sustainable development.
It also sets out criteria which, if met, mean that the activity can be considered
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environmentally sustainable. According to the EU Taxonomy, an economic ac-
tivity qualifies as environmentally sustainable if it contributes to the achieve-
ment of the following six objectives:

— mitigating climate change,

— adaptation to climate change,

— sustainable use and protection of water and marine resources,
— transition to a circular economy,

— pollution prevention and control,

— protection and restoration of biodiversity and ecosystems.

The EU Taxonomy applies to financial market participants to which the SFDR ap-
plies, and companies are subject to Directive 2014/95/EU, which imposes several
reporting obligations on them. These obligations will fully enter into force in 2023.

Entities obliged to apply the directive will be required to disclose whether and
to what extent their business activities are consistent with the assumptions of the
taxonomy. Companies should determine the percentage of turnover (CA), in-
vestment (CAPEX) and expenditure (OPEX) in a given reporting year in relation
to the assets or processes contributing to the environmental objectives outlined
above. In turn, participants of financial markets offering “sustainable” financial
products and services in the EU will be required to present to what extent their
activities contribute to the achievement of the taxonomy’s objectives and what
percentage of their investments is compliant with its requirements. The EU Tax-
onomy introduces the so-called technical screening criteria that will make it pos-
sible to determine whether a given activity makes a significant contribution to
the achievement of a specific goal or harms it. Thus, entities will have to demon-
strate that their activity contributes significantly to one of the six environmental
objectives, does not adversely affect the achievement of the other objectives and
that they comply with the minimum requirements. On this basis, companies will
be able to disclose to what extent (using the “green” CA, CAPEX and OPEX
indicators) their activities can be considered sustainable.

Another critical piece of legislation is the SFDR. The regulation entered into
force in March 2021. It discloses information related to sustainable develop-
ment in the financial services sector and places many reporting obligations on
financial market participants and advisers. They mainly concern the disclosure
of the approach to managing risks related to sustainable development as part of
the investment activity conducted. According to this regulation, the information
should cover, among other things:

— the adopted strategy of risk for sustainable development in making invest-
ment decisions,

— description of the negative impact of the investment decisions made on the
factors of sustainable development.
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The financial industry will therefore have to describe in detail whether the in-
vestment products it offers comply with the EU Taxonomy. This is to increase
market transparency and prevent the publication of unreliable data in this field.

In April 2021, the European Commission also published a draft of a new direc-
tive on sustainability reporting (the so-called CSRD), which replaces Directive
2014/95/EU. It contributes to improving the quality of disclosed data on sustain-
able development and adjusting reporting to the legislative changes discussed
above (including the EU Taxonomy and the SFDR). The new directive will come
into force on 01/01/2024 after its adoption by member states and implementation
into national legislation. As a result of the above regulations, Environmental, So-
cial, and Governance (ESG) reporting in the EU member states has been signifi-
cantly extended. The changes mainly concern four issues presented in Figure 18.2.

The new directive significantly extends the scope of entities that will be re-
quired to present non-financial reports. From 2024, the new rules will become
mandatory for all companies covered by the current directive. From 2025, they
will apply to large units employing over 250 people (the current threshold is
500 people). Then, from 2026, the obligation will be extended to all small
and medium-sized enterprises listed on the EU stock exchanges. Only micro-
enterprises listed on the stock exchange will not be subject to the obligation. It
is estimated that the new obligation will apply to approximately 50,000 business
entities (A4S, 2022).

The thematic scope of reporting will focus on three areas: E (Environment) —
environmental factors, S (Social) —social issues, and G (Governance) — corporate
governance. Individuals will have to broadly present their business models,
strategies and sustainable development policies. The information is intended
to explain the sustainability risk resilience, opportunities, plans to ensure the

significant expansion of the group of entities subject to the reporting
obligation

—i increasing the scope of disclosed information

|
)
)
J
—i mandatory external verification of reports }
)
)

—i electronic reporting format XHTML

Figure 18.2 Critical directions for changes in reporting included in the CSRD

Source: Own study
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entity’s compliance with the transition to a sustainable economy, the considera-
tion of stakeholders and the impact of the entity, and how sustainability is incor-
porated into the strategy. Disclosure will also include intangible assets related
mainly to intellectual capital. All the above information is to be additionally
described using specific indicators.

A fundamental change is the introduction of mandatory verification of non-
financial reports by external experts. Statutory auditors will play a significant role
in this, although the Directive also gives Member States the option of allowing
these audits to be performed by other independent expert firms. The condition is,
however, that these entities are subject to similar requirements as the auditors’ en-
vironment (mainly in the scope of the principles of independence) and have similar
substantive qualifications. The audit results are to be included in a separate report.

The last key change is the imposition of a strictly defined electronic format
of non-financial reports. An obligation to present the disclosed information in a
structured electronic XHTML format will be introduced to facilitate its presenta-
tion and comparison.

The introduction of a very clear division of content according to the ESG con-
cept is critical in the context of changes in the thematic scope of the disclosed in-
formation. Environmental factors mainly relate to how the company’s operations
affect the environment and how it uses renewable and non-renewable natural re-
sources (including the amount and type of energy used, greenhouse gas emissions,
efficiency in managing natural resources, waste and the method of their disposal
or the impact on the natural environment and biodiversity). Information presented
in this context is to be adapted to the following objectives of the EU Taxonomy:

— climate change mitigation and adaptation to these changes,
— sustainable use of water and marine resources,

— transition to a circular economy,

— pollution prevention,

— protection and restoration of biodiversity and ecosystems.

Social issues concern how an individual’s business activity affects its social en-
vironment, i.e., employees, customers, suppliers and the local community. The
following issues related to employee management are significant here:

— equal opportunities (including gender equality, equal pay, training, employ-
ability and inclusion of people with disabilities),

— working conditions, wages, social dialogue, collective agreements, employee
involvement, life balance, health, safety and adaptation to the working
environment,

— respect for human rights, fundamental freedom rights and international stand-
ards in this area.
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In turn, corporate governance is a set of applied practices for supervising the
operation of an enterprise. It includes procedures, standards and controls imple-
mented to ensure effective management, improve decision-making processes,
comply with the law and consider the needs of external stakeholders. Presenta-
tion of information in this area applies to:

— the composition and role of management bodies (including sustainable devel-
opment matters),

— Dbusiness ethics and corporate culture,

— anti-corruption policy, political involvement, including lobbying,

— business relationships, internal control systems and risk management, also
for reporting processes.

Not all ESG issues are equally important for every enterprise. Determining
which information should be included in the report can be difficult (Camilleri,
2015; Darnall, Ji, Iwata & Arimura, 2022). In this regard, it is particularly im-
portant to select appropriate indicators, thanks to which the unit will be able to
report the progress in the development of its activity related to sustainable de-
velopment. Table 18.1 presents examples of indicators and their nature, broken
down into three key ESG areas.

Table 18.1 Significant ESG reporting indicators

Name of the indicator Description Type
Environment Greenhouse gas The total sum of direct and Quantitative
emissions indirect greenhouse gas
emissions.
Energy consumption The amount of energy Quantitative
consumed by the
organisation.
The risks and benefits The potential negative Qualitative
associated with the impact of climate change
climate on the organisation or

opportunities arising from
climate change.

Intensity of Amount of greenhouse gas Quantitative
greenhouse gas emissions per unit of
emissions economic activity.

Management of Description of the process Qualitative
emissions that the company has

implemented to reduce
greenhouse gas emissions
to the atmosphere and the
reduction targets set.
Water consumption ~ The amount of water used in ~ Quantitative
the enterprise.

(Continued)



Reporting on sustainable development 253

Table 18.1 (Continued)

Social

Governance

Name of the indicator Description Tpe
Water resource A process implemented Qualitative
management to optimise water
consumption and
thus minimise the
environmental impact.
Impact on Description of the policy Qualitative
biodiversity and actions taken to

Pollution and waste

Diversity in the
supervisory organs

Equal pay ratio

Employee turnover

Freedom of
association
and collective
negotiation
Occupational health
and safety

Human rights policy

Due diligence
procedures for
human rights

Structure of
management
bodies

monitor and minimise

the company’s impact on

biodiversity.

Description of activities

aimed at monitoring,

managing and reducing

waste generated in the
company.

The degree of gender
diversity of the company’s
management board and

supervisory board.

The difference between the
average salaries of men and
women in the company.
Several instances of leaving

jobs.

Percentage of active

employees covered by
collective bargaining
agreements.

Description of measures

taken by the company
to protect workers and

prevent accidents in the

workplace.

Description of the company’s

human rights policy.

Description of the process
of identifying the risk of
human rights violations

and actions taken to
eliminate it.

Information on the
experience, competencies

and independence of
management board
members.

Qualitative &
Quantitative

Quantitative

Quantitative

Quantitative

Quantitative

Qualitative

Qualitative

Qualitative

Qualitative

(Continued)
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Table 18.1 (Continued)

Name of the indicator Description Tpe
Code of ethics Description of the Qualitative
implemented code of
ethics.
Anti-corruption Presentation of the anti- Qualitative
policy corruption policy operating
in the entity.
The mechanism for ~ Description of the rules Qualitative
reporting violations  for reporting suspected
violations.
Data protection Presentation of data Qualitative
policy protection rules
implemented in the
company.

Source: Own study based on WSE & EBRD (2021); FEE (2011).

Another interesting aspect in the context of non-financial reporting is the in-
troduction of the concept of double materiality, which makes it easier for en-
terprises to make decisions about the substantive scope of disclosures. Thus,
“environmental and social materiality” and “financial materiality” are distin-
guished (Krasodomska & Godawska, 2021). To prepare an accurate, sustainable
development report, each company should undergo a certain content selection
process bearing in mind both of the above perspectives (Baumiiller & Sopp,
2022). It is presented in Figure 18.3. The first step is to identify all factors related
to sustainable development that could potentially affect the company and vice
versa. Then, the individual selects from among them factors that are directly re-
lated to its activities and having a significant impact on people and the environ-
ment, taking into account the current and future time perspective (environmental
and social materiality). At a later stage, you should already be guided by finan-
cial materiality. From the above broad set of factors, we select those that create
or weaken the value of the enterprise and are, therefore financially significant.
The last stage is to identify the issues the financial effects of which have already
been presented in the financial statements of the entity. It is worth adding that
this disclosure is completely voluntary.

The concept of identifying important issues of sustainable development for
the company using double materiality has been quite well implemented in the
practice of non-financial reporting. It is worth mentioning, however, that this
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Figure 18.3 Scope of non-financial disclosures based on the double materiality concept
Source: Own study based on EFRAG (2021)

Management report element

*some of the most important

non-financial topics and
indicators included in the
annual management report
prepared with the financial
statements,

eemphasis only on the
information relevant to the
correct assessment of the
company's value.

Sustainable development

report

eseparate report presenting
mainly non-financial
information,

ecurrently, companies have
6 months from the date of
publication of annual
reports to publish a
sustainable development
report,

the most frequently chosen
form of reporting on a
global scale,

eat present, there is no
clearly defined and
structured form of this
report.

Figure 18.4 Main types of non-financial reporting

Source: Own study

Integrated report

financial and non-financial
information presented in
one document,

*shows how the strategy and
model of building the
company's value affect the
undertaken ESG activities
and their results,

+the form chosen by large
and developed economic
entities with an extensive
model of ESG system
management.

process should also be supported at the legislative level. In particular, it is about
preparing some general statements presenting factors important from the point
of view of international or national sustainable development policy. Similar

industry-specific guidelines should also be developed.
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It should be strongly emphasised that currently, one of the biggest prob-
lems with sustainability reports is their complete lack of comparability. The
legal regulations presented above generally focus on the substantive scope of
the information presented without indicating specific methods of its disclosure.
Therefore, three options for reporting issues related to sustainable development
have been developed. They are shown in Figure 18.4. Enterprises include non-
financial information as part of the annual management report, prepare a
separate report on sustainable development, or prepare one report presenting
financial and non-financial data.

Due to the lack of separate and unified standards for non-financial reporting,
entities are now using various available options for disclosing this data devel-
oped by selected international organisations (Breijer & Orij, 2022). The most
important institutions that created the reporting framework used so far are (A4S,
2022):

— Global Reporting Initiative (GRI) — established in 1997. It is the first or-
ganisation to develop global non-financial reporting standards, and they are
now used by the largest number of companies in the world. GRI mainly re-
lates to the preparation of separate reports on sustainable development and
takes into account various groups of stakeholders. The standards present
guidelines in the following areas: general, economic, environmental and
social,

— International Integrated Reporting Council (IIRC) — established in 2010 and
transformed in 2021 into Value Reporting Foundation (VRF) (after merger
with Sustainability Accounting Standards Board (SASB)). The organisation
has developed an integrated reporting framework based on six kinds of capi-
tal necessary in the process of creating enterprise value: financial, manufac-
turing, intellectual, human, social and natural. The guidelines mainly address
investors’ information needs,

— SASB — founded in 2011 and later functioning as the VRF (due to the merger
with the IIRC as presented above). It has developed standards that are mainly
used by US companies that also represent only the investor’s perspective.
They cover the following areas: the environment, social capital, human capi-
tal, business model and innovation, leadership and corporate governance,

— Climate Disclosure Standards Board (CDSB) — established in 2007. CDSB
is an international consortium of businesses, and environmental non-
governmental organisations (NGOs) committed to developing and adapting
a global corporate reporting model to align natural and social capital with
financial capital. As a result of integration processes, this organisation no
longer functions,

— Carbon Disclosure Protocol (CDP) — founded in 2000. This organisation sup-
ports companies in measuring and disclosing their environmental impact. The
CDP aims to disseminate environmental reporting and risk management and
promote activities for a sustainable economy.
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In the last two years, there have been very intense merger processes between the
organisations mentioned. In November 2020, I[IRC and SASB announced their
decision to merge into a single organisation called the VRF. The new organisa-
tion was established in June 2021. For a short time, it developed the concept
of integrated reporting and set standards for sustainable development reporting
based on cooperation with GRI, CDP and CDSB. Ultimately, however, it was
decided that the best solution would be the development of standards by the
International Financial Reporting Standards (IFRS) Foundation, which has been
harmonising, establishing and improving the financial reporting of entities on a
global scale for many years. The International Sustainability Standards Board
(ISSB) was created within the IFRS Foundation to guide the process of setting
standards for non-financial reporting. Therefore, further integration processes
took place. In January 2022, the IFRS Foundation brought into fold the CDSB,
and in August 2022, the VRF. Work is currently underway to create new global
standards. The first projects concerning climate-related disclosures and general
sustainability-related disclosures have been developed.

It should be emphasised that at the European Union level, intensive work is
also underway on the standardisation of sustainable development reporting. They
are mainly run by the European Financial Reporting Advisory Group (EFRAG).
Together with the new directive, the European Commission also wants to is-
sue the European Sustainability Reporting Standards, which will be used by all
companies when preparing new reports. The standards are divided into two basic
groups: general guidelines for all entities obliged to present non-financial reports
and sector-specific standards. In April 2022, work on 13 cross-sectional and topi-
cal standards was completed and publicly consulted. This process was completed
in August 2022. Work is currently underway on sector-specific standards, which
are to be submitted for public verification in February 2023. About 40 sector-
specific standards are planned to be developed in total. The final adoption of the
first set of general standards is expected in June 2023, and sector-specific standards
in June 2024. At present, the following general standards have been developed:

1 Cross-sectional standards:
— ESRS 1 General principles
— ESRS 2 General, strategy, governance, and materiality assessment disclo-
sure requirements
2 Topical standards:
a) Environment
— ESRS El Climate change
ESRS E2 Pollution
ESRS E3 Water and marine resources
— ESRS E4 Biodiversity and ecosystems
— ESRS ES5 Resource use and circular economy
b) Social
— ESRS S1 Own workforce
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— ESRS S2 Workers in the value chain
— ESRS S3 Affected communities
— ESRS S4 Consumers and end-users
¢) Governance
— ESRS GI1 Governance, risk management, and internal control
— ESRS G2 Business conduct

In addition to the above, general guidelines have also been prepared, which will
not have the rank of applicable standards but serve as auxiliaries to understand
them better. These include the following Conceptual Guidelines:

— ESRG 1 Double materiality

— ESRG 2 Characteristics of information quality
— ESRG 3 Time horizons

— ESRG 4 Boundaries and levels of reporting

— ESRG 5 EU and international alignment

— ESRG 6 Connectivity

Currently, the most popular non-financial reporting standards are the guidelines
prepared by the GRI. They are used by about 78% of enterprises belonging to the
250 largest corporations in the world (KPMG, 2022). Over the last two years, the
percentage of companies basing their reporting on GRI principles has increased
by over 5%, although there is a clear difference between individual regions. The
standards are most popular in the Americas (75%) and least used in the Middle
East and Africa (62%). It should be mentioned that the above guidelines are very
extensive and detailed. The last updated full version of the standards, published
in June 2022, contains 867 pages and covers the issues included in Table 18.2.

The scale of non-financial reporting in global terms is constantly increasing.
A dynamic upward trend can be observed since the beginning of this century.
Today, almost all of the world’s largest corporations publish their sustainability
data. In 2022, such information was presented by as many as 96% of entities
belonging to the 250 largest global enterprises. Chinese entities are the only
companies in this group that do not prepare non-financial reports. However, the
situation will change, as from mid-2022, also in China, an obligation to publish
data on sustainable development was introduced, mainly in environmental and
social matters (KPMG, 2022). The Asia Pacific region is the clear leader in re-
porting, where such reports are prepared by 89% of entities belonging to the 100
largest companies in the world. The next place is taken by: Europe (82%), both
Americas (74%) and the Middle East and Africa (56%). There are also countries
where all the most prominent corporations disclose non-financial data — Japan,
Singapore, Germany and the United States (KPMG, 2022).

It should be stated that the role of non-financial reporting is growing. The
main emphasis in this matter is due to various stakeholder groups. These also in-
clude investors who expect benefits resulting from building the company’s value
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Table 18.2 List of global reporting initiative standards

GRI number  Description The year of publication
GRI 1 Foundation 2021
GRI 2 General disclosures 2021
GRI3 Material topics 2021
GRI 11 Oil and gas sector 2021
GRI 12 Coal sector 2022
GRI 13 Agriculture, aquaculture and fishing sectors 2022
GRI 201 Economic performance 2016
GRI 202 Market presence 2016
GRI203 Indirect economic impacts 2016
GRI 204 Procurement practices 2016
GRI 205 Anti-corruption 2016
GRI 206 Anti-competitive behaviour 2016
GRI 207 Tax 2019
GRI 301 Materials 2016
GRI 302 Energy 2016
GRI 303 Water and effluents 2018
GRI 304 Biodiversity 2016
GRI 305 Emissions 2016
GRI 306 Effluents and waste 2016
GRI 306 Waste 2020
GRI 308 Supplier environmental assessment 2016
GRI 401 Employment 2016
GRI 402 Labour/management relations 2016
GRI 403 Occupational health and safety 2018
GRI 404 Training and education 2016
GRI 405 Diversity and equal opportunity 2016
GRI 406 Non-discrimination 2016
GRI 407 Freedom of association and collective bargaining 2016
GRI 408 Child labour 2016
GRI 409 Forced or compulsory labour 2016
GRI 410 Security practices 2016
GRI 411 Rights of indigenous peoples 2016
GRI413 Local communities 2016
GRI 414 Supplier social assessment 2016
GRI 415 Public policy 2016
GRI 416 Customer health and safety 2016
GRI 417 Marketing and labelling 2016
GRI 418 Customer privacy 2016

Source: Own study based on GRI (2022).

in the long run. However, the legislation in force so far in the field of reporting
on sustainable development has turned out to be insufficient. First of all, entities
publish data on very diverse subjects and degrees of detail. In addition, there is
no uniform form of reporting. The above problem has already been identified,
and intensive work is currently underway to harmonise these rules both at the
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global and European levels. As a result, significant changes will be made to the
national non-financial reporting systems. However, this process will certainly
continue for the next several years.
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