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Abstract:

The aim of this paper is to contribute to the successful implementation of the sustainability
corporate strategies. First, starting from the new strategic challenges of the 21st Century, it
summarizes the theoretical background of the sustainability. In the next step, it determines the
objectives, rules of the sustainability strategic alternatives and the critical factors of the
strategic choices. Then, it describes the framework of the conventional Balanced Scorecard
(BSC) and the consequences of the simplistic addition of the social and environmental
perspectives to the Balanced Scorecard. Based on this, it outlines the structure of the
Sustainability Balanced Scorecard (SBSC) and the steps of its definition. Relating to this, it
introduces the proposals for the elements of the SBSC for the different sustainability
strategies. Finally, it demonstrates the phases of the formation, and introduction of the
“Credible” strategy in a chemical industry case study.
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In addition to the considerations that have existed for centuries, enterprises in the 21st century
have to face new trends of ever growing significance. Today, globalization, sustainability, IT-
applications, labour force diversity and ethical competences are core questions for companies,
with a significant influence on the chosen strategy of most companies. The consequence of
the compound effect of these tendencies is that the turbulent nature of the environment will be
strengthening in the future. This is the reason why the role of strategy-making becomes more
important and it is not only able to make companies stay afloat but contribute to their
successful operations, by “surfing” on the imperspicuous and unpredictable waves of changes.

1. SUSTAINABILITY - ORIENTED STRATEGY OPTIONS

Nowadays, corporate strategies take shape in the form of various sustainability strategies.
According to Bieker’s and his co-authors’ wider interpretation, a special emphasis is given to
the statement that corporate strategies have to meet the expectations of the company’s present
and future stakeholders without making any crucial compromises in terms of skills and
capabilities (Bieker et al, 2002). Kerekes and Kindler (1997) came up with a more accurate
formulation, according to which “sustainability strategy puts an emphasis on such responsible
corporate activities that regard the issue of sustainability as development and growth
opportunities for the company, and as such, they are enforced in all fields of activity.” The
essential condition for the success of sustainability strategies is how companies are able to
resolve the contradiction between economic, social and environmental interests as well as to
create corporate interests in resolving them. In order to meet the requirements imposed by this
condition, a conscious strategy planning is needed that expresses the company’s default
position on the subject of sustainable development. In the pioneering empirical studies written
by Dyllick et al (1997) and Bieker et al (2002), competitive environmental strategies were
classified based on the company's strategic orientation and strategic behaviour.

The orientation of a strategy can be classified by which one of the two prominent actors of the
company’s external stakeholders, either the market or the public, is in the centre of the
company’s strategy. While market-oriented strategies are designed to satisfy market needs in
a better way, the main purpose of public-oriented strategies is to comply with societal
expectations to the highest possible degree. In terms of behaviour, Szigeti (2004) and Vagdasi
(2004) make a distinction between the possible strategies of organizational behaviour based
on two defining characteristics: strategies can be reactive and proactive. Reactive strategies
give response to legal and economic changes later in time, they are characterized by follow-up
reactions. On the contrary, proactive strategies take the opportunities provided by sustainable
development as a challenge and exploit them to strengthen their strategic position.

If the aspects of orientation and behaviour are linked together, the following types of
sustainability strategies can be constructed as illustrated in Figure 1:

Figure 1: The four different types of sustainability strategies
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behaviour
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Proactive ,» I ransformative” strategy Llnnovative” strategy

Source: Bieker et al, 2002.
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— ,,Credible” strategy — Enhancing and fostering credibility and reputation: Due to the
public and political importance of sustainability, the credibility and reputation of a
company is a valuable non-tangible asset. Hence caring for a good image in society and
politics in the sense of being a “good corporate citizen” is a sound investment. The
objective of this strategy is to build up, foster, keep and protect the credibility or
“reputational capital”.

— ,, Efficient” strategy — Enhancing productivity and efficiency: Regarding environmental
management this strategy is well-known and broadly applied as “eco-efficiency”. In
industries, it seems to be the most prominent sustainability-related strategy, because it has
successfully helped to reduce both costs and “the ecological footprint” by achieving better
energy-, water-, and material-efficiency. On the social side, strategies of this kind may try
to improve their “socio-efficiency”. This can be done by supporting employees in a way
that both their productivity of work as well as their degree of job can be increased.

— , Innovative” strategy — Differentiating in the market: Environmental and social impacts
frequently offer an opportunity of differentiating companies’ products in the market place.
The objective of this strategy is to increase sales and margins through developing and
selling environmentally and socially friendly product innovations. Sustainable value
added products are better to market on the condition that the value is perceived by the
customer in the consumption and disposal phase.

— ,, Transformative” strategy — Developing markets and society: This strategy seems to be
much more fundamental than the others, because the transformation of existing or creating
of new markets requires institutional changes within human needs, politics or institutional
framework. In many cases, human needs or consumption patterns may be modified. The
objective of this strategy is, consequently, to create or participate in structural changes in
the institutional framework of markets and politics.

2. THE STRUCTURE OF THE SUSTAINABILITY BALANCED
SCORECARD (SBSC)

The Sustainability Balanced Scorecard develops the idea of the traditional BSC further by
providing a wider framework for integrating other relevant stakeholders and perspectives,
together with the three dimensions of sustainability. The idea to use this tool for
environmental management purposes is not new, as it was previously suggested by Kaplan
and Norton (1996). However, there are only a few studies, for instance Epstein and Wisner
(2001), Figge et al (2001), Ferreira et al (2009) and Jones (2011) that deal with the
introduction of the social and environmental perspectives into the Balanced Scorecard. Yet
their integration results in a different content and a different structure.

This integration has a two-sided aspect. On the one hand, we introduce social and
environmental perspectives in order to determine social and environmental goals in a direct
way. On the other hand, we integrate social and environmental expectations into the
traditional perspectives during the formulation of goals in accordance with the previously
determined and currently implemented sustainability strategy. This is illustrated in Figure 2,
where strategies are positioned in the center, enabling us to read the questions originating
from the individual perspectives.
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Figure 2: The structure of the Balanced Scorecard of the types of various sustainability strategies
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By making a “strategy map” (see Horvath and Partners, 2008) as a benchmark, the cause and
effect relationships between the solely economic, social and environmental goals become
more comprehensible. The logical model of the strategic map adequate to the Sustainability
Balanced Scorecard is shown in Figure 3.

Figure 3: Strategic mapping for analyzing the coherence between activities and effects within an organization
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Source: own elaboration, based on Jones, 2011.

Based on this, the economic, social and environmental decisions and activities inside the
organization become detectable in relation to the goals defined by the perspectives of internal
processes and learning and growth. Therefore, the social and environmental impacts are also
treated to a special economic effect (consumer demand, financial results). Therefore, social
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and environmental impacts should be treated separately from the economic impact (satisfying
consumer demands, financial performance). It comes from the fact that the ‘financial’
perspective and its related goals also contribute to fulfilling social and environmental
expectations. Thus, it should not be treated as a priority.

3. THE SUSTAINABILITY BALANCED SCORECARD OF THE
»CREDIBLE” STRATEGY

In the previous section, we introduced a possible structure for the formulation of the
Sustainability Balanced Scorecard. However, for a successful implementation, the company
has to accurately clarify its strategic intents relating to the sustainability, it needs to plan the
system of its strategic goals, it has to determine the applied performance indicators and,
finally, it has to select the most efficient management tools in order to its defined objectives,
in other words, it has to formulate its complete Sustainability Balanced Scorecard. In the
following passages, we make an attempt to propose one type of sustainability strategy
structured in accordance with the previously presented perspectives, indicating some potential
fields of their implementation.

According to Prahalad and Hamel’s (1990) statement, strategic intent designates a desirable
market position and sets the criteria for measuring the progress of an organization in the
adequate direction.

The hierarchy of goals is formed by strategic and operative ones. According to Fiilop’s (2008)
interpretation, strategic goals have to deal with the achievable financial, market,
technological, educational, social and environmental positions in line with the given situation
and the determined level of different key performance indicators. Operative goals concentrate
strategic goals around the given field of operation, define the achievable position in the
competitive environment, together with the level of competitive advantages and capabilities.

The progress or discrepancy in the process of the realization of goals can be monitored and
evaluated by applying indices in the Sustainability Balanced Scorecard. During the selection
of applied indices for the Sustainability Balanced Scorecard, it has to be kept in mind how
they influence the activities performed by the members of the organization and how exactly
they are able to express the actual degree of achieving a strategic goal. In order to keep the
concentration level of a given strategic goal, two or three indices need to be included in every
particular goal.

Strategic “target-mindedness” needs to be facilitated by applying proven and efficient
methods, procedures and tools. There is a number of management tools designed for reaching
this purpose, ranging from the simplest, basic tools to the most complicated synthetizing ones
according to the systemic approach presented by Kerekes and Szlavik (2001).

The Sustainability BSC of the ,,Credible” strategy is formulated in accordance with the above
presented structure summarized in Table 1. The content elements of the elaborated
Sustainability Balanced Scorecard do not remain unchanged over time. The occasional
revision of the SBSC serves as a starting point to reconsider the strategy from time to time
and it needs to actualize the content of the Sustainability Balanced Scorecard.
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4. A CASE STUDY FOR THE IMPLEMENTATION OF THE
»CREDIBLE” STRATEGY

The present case study shows the successful practical application of the principles of
sustainable development through the example of one of the largest chemical companies in
Hungary. The Tiszai Vegyi Kombinat Public Limited Company has 1114 employees today and
its annual sales revenue is about 365185 million HUF. It is a production company which
makes ethylene and propylene by processing naphtha and gasoline as raw materials that are
further processed into small-, medium- and high-density polyethylene and polypropylene by
applying state-of-the-art technologies. It supplies raw materials not only to domestic but also
foreign plastic manufacturing companies throughout Central, Eastern and Western Europe.

4.1. The company’s current strategic position

The business community has a crucial role in the support of promoting sustainable
development. It becomes more and more evident that the responsible behaviour of companies
in the field of social issues and environmental protection contributes to their long-term
business success. Recognizing this, TVK’s fundamental objective is to introduce a new
system approach. It established a kind of behaviour that went well beyond solving local issues
and tasks, since sustainable development requires a new type of global thinking and actions in
order to frame the three dimensions of sustainability into both corporate strategy and daily
operations. Based on the predefined focus areas of sustainable development, TVK elaborated
seven strategic initiatives for sustainable development that are closely related to one another.
All of these initiatives affect the activities pursued by the company and should be treated as
critical success factors in achieving the company’s strategic objectives. Based on TVK’s
Sustainability Report issued in 2010, the defined objectives of sustainable development are
the following: strengthening appropriate leadership and the efficiency of risk management;
focusing on future portfolio for improving competitiveness; concentrating on internal and
external customer relationships; strengthening trust and credibility among stakeholders;
reducing environmental load; managing opportunities, risks and responsibilities in the value
chain; capitalizing on human resources.

As it can be seen from the above, TVK is committed to sustainable development and it
communicates its achievements to its stakeholders. It pays particular attention to the creation
of a cleaner, more livable environment and safer, healthier working conditions, as a
consequence, prevention and responsible care is considered to be an essential condition. The
principles of sustainability and environment-oriented thinking are deeply embedded in the
company’s long-term strategy.

4.2. The map of the ,,credible” sustainability strategy of TVK

Based on the previously outlined current strategic position of the company, and the
characteristics of the types of various sustainability strategies, it can be stated that TVK
follows the ,,credible” sustainability strategy. The incorporation of the goals and elements into
the overall corporate strategy and the cause and effect relationships existing between them are
illustrated in the strategy map shown in Figure 4. This map describes how intangible assets
lead to performance improvements in the internal processes of TVK that have the most
significant influence on the value creation for customers, shareholders, social communities
and the natural environment.
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Good reputation helps the company to attract, hire and keep the best labour force. Therefore,
TVK pays intense attention to maximizing the commitment of its employees by providing
challenging tasks and opportunities, the best working conditions and a remuneration package
above the average. In order to promote the improvement of human resources, it organizes
trainings both at group and individual levels, where a special emphasis is given to the
integration of the principles of sustainable development into the company’s core values.

One of the most determining elements of internal processes is innovation. In order to reduce
damaging environmental impacts, the company conducts researches into producing
biologically degrading plastic materials by developing new additives. The innovation process
has an effect on the quality and price of new products, thereby helping the better satisfaction
of customer needs.

From the customer perspective, one of the key objectives of TVK is to increase customer
satisfaction by providing high-quality services and meeting customer demands in an efficient
way. By establishing mutually beneficial, long-term and value-creating partnerships, the
company intends to acquire and keep its customers, which is achieved by the introduction of
new products and quality improvement. It contributes to the company’s overall value.

Achieving a good reputation in the society also means that the image of the company is
improved in the eye of the conscious customers and investors, which facilitates establishing
value-creating partnerships through exercising corporate social responsibility. In order to
improve its social acceptance and the recognition of its useful activities, the company has
launched programmes for disseminating the activities and operations performed by the
chemical industry, including TVK as well.

As the protection of the natural environment has become one of today’s most important
issues, TVK identified it as one of its main strategic priorities. The company has introduced a
number of measures to reduce environmental load, for instance giving importance to the reuse
of waste and reducing the emission of pollutant and fresh water consumption in the
production processes. To determine and achieve these goals, the wider acceptance of the
principles of sustainable development, innovation and the implementation of green logistics
solutions are needed.

4.3. The Sustainability Balanced Scorecard of TVK’s ,,credible” strategy

The company is fully aware of the fact that the indices of long-term success and social
acceptance are not reflected only in economic indicators. Its performance is increasingly
evaluated in the light of the company’s ability to reduce its negative social and environmental
impacts. The Sustainability Balanced Scorecard of TVK’s ,,credible” strategy was constructed
in accordance with the above-mentioned revelation (see Table 1), which clarifies the operative
goals related to strategic goals, the indices applied to monitor the realization of goals, together
with modern management tools that facilitate their implementation. With the application of
this structure, it makes it easier for the company to monitor the realization of its goals more
efficiently.
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5. CONCLUSIONS AND SUGGESTIONS FOR FURTHER RESEARCH

Our study aims at facilitating the implementation of the types of sustainability strategies and
the Sustainability Balanced Scorecard within a wide range of companies. In this respect it can
be concluded that the successful implementation of the SBSC is generally related to the
chosen strategy, corporate culture, organizational structure, processes and methodological
factors.

As it is in the case of the Balanced Scorecard, the Sustainability Balanced Scorecard also
includes various strategies. However, only few strategies can be found in the area of
sustainability management that explicitly express the requirements of sustainability.
Therefore, selecting the appropriate type of sustainability strategies is important in the
strategy-planning process. Starting from this point, it becomes possible to determine strategic
objectives, key performance indicators and management tools. The results of several
empirical studies (Kaplan & Norton, 1996; Bieker, 2005; Pelczné Gall, 1997) prove that
companies introducing the traditional Balanced Scorecard have a better knowledge on the
routine of planning and implementing strategies.

The significance of corporate culture is enhanced by the fact that the introduction of the
SBSC as a new performance evaluation system causes fundamental changes in the
management. Therefore cultural factors may play an important role in the integration process.
These factors are as follows: In her study, Hernadi (2009) states that the commitment of the
top management is one of the most important factors in the realization of corporate
sustainability. The same applies to the SBSC as well. It has to be expressed when
emphasizing the importance of sustainability issues. Moreover, the management has to take
into account the reluctance of employees. This can be achieved by discussing the problems
with the involved and asking for their opinion on possible decision alternatives in advance.

Corporate organizational structure also belongs to the factors of effectiveness. The SBSC has
to reflect the structure of the organization its strategy is about. The reason for this is that the
strategy is usually interpreted at the level of different organization units. The condition for
accepting the Sustainability Balanced Scorecard inside the organization is that the
requirements imposed by the sustainability strategy of a given company or business unit have
to appear in the goals determined for organizational units, groups and individuals.

In addition to the above, there is a significant result potential hidden by the factors related to
both process and methodology. Among these factors, the most important approach is the one
the SBSC is built on. The traditional Balanced Scorecard recommends a methodology moving
from top to bottom which means that strategic goals are determined by the top management.
However, this often leads to internal resistance because it fails to take the individual aims of
employees into consideration. The coordination of the entire organization in accordance with
the vision and the defined direction is a complex process involving many people. Thus,
corporate experience together with a clever combination of ’fop-to-bottom’ and ’bottom-to-
top’ approaches may strengthen the commitment of employees towards strategic goals as well
as management tools. On the other hand, such strategic inputs — defined by the top
management — as corporate mission, values and vision combined with the elaborated
sustainability strategy provide managers at both middle and top levels a guidance to
determine operative goals, indicators and tools. Naturally, this is a time-consuming process
that requires a lot of internal consultation but it is worth performing it.
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With our study, we wished to make a contribution to laying the foundations of sustainability
strategies and the SBSC in Hungary; however, there are a number of elements that have to be
considered in greater detail in the future. We would like to put more emphasis on the
following research tasks later on:

Mapping implementation of environmental strategies among Hungarian companies as
well as making suggestions for development.

Summarizing those principles and considerations that contribute mostly to the successful
development of the managerial competences compliance with the sustainability
requirements.

Making experimental study of the managers seeking an answer to the following question:
in what form and to what extent Hungarian managers have the competence in corporate
sustainability.
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