-- Co-Create your Sust: trategy in 5 Steps --

A practical framework for defining a sustainability strategy and linking it to practical short term actions.
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Dear reader,

In the last decade there has been a radical shift in how organisations face the challenge of corporate responsibility. We have gone from asking ‘why be
sustainable’, to measuring the impact of green initiatives, to developing sustainable strategic frameworks and finally to market & communicate sustai-
nable practices.

In this paper we propose a way to look at the relation between business strategy, sustainability and innovation through co-creation. We present a strategic
framework to come to a sustainability definition & vision, and integrate these into practical operations through the relationship with stakeholders.

This is our third white-paper on co-creation.
This white-paper was born through the cooperation of Fronteer Strategy & Green Inc in several co-creation projects in the field of sustainability for indu-
stry leaders. It reflects discussions we have had and recommendations we have given to our clients.

Who will benefit from reading this
For managers, CEOs and employees who are dealing with - or are interested in - CSR strategy and sustainable innovation but don’t know how or where

to start.

This white-paper discusses the following topics:
- 3 Roles businesses can play in the field of sustainability
- The Green Canvas to link short term initiatives to a long term sustainable strategy

This white-paper was distributed by Fronteer Strategy & Green Inc.
Authors are Nicole van de Velde, consultant at Fronteer Strategy; Martijn Pater, partner at Fronteer Strategy and Ynzo van Zanten, founder of Green Inc.

Fronteer Strategy helps brands grow in a wide range of fields, Communications, FMCG, Financial Services, Consumer Electronics, Internet Services and
Consumer Durables.

Green Inc. coaches companies in sustainable entrepreneurship, in improving and incorporating sustainability into their business processes, and stake-
holder engagement.

We hope that this white-paper offers you inspiration as well as guidance towards initiating your sustainability strategy through co-creation.



Sustainability is an important and urgent topic on any organisation’s
agenda. CSR rankings attract considerable publicity and green businesses
deliver added value from a cost perspective as well as a revenue angle in
increasingly shorter timeframes. Recent studies have shown that a clear
competitive edge can be achieved through sustainability and it should not
be seen as a cost or restraint anymore, but as a source of opportunity, inno-
vation and competitive advantage. Sustainability, in any form or definition,
is an inescapable priority and can no longer be a separate element of any
organisation’s strategy; it is becoming fundamental and integral.

Businesses have a special role with respect to sustainability. They are (in)
direct contributors to the environmental problems, however they are also
more than any other institution, focused on innovation and change. In addi-
tion, businesses are more powerful in today’s world than governments, in

terms of financial power and in creating momentum.

Why co-creation and sustainability?

The key for a successful sustainability strategy lies in ‘integrating sus-
tainable practices’ into the core business strategy of an organisation, and
determining in what way CR can add value to those business goals. This
is not only better for the longer term future of (the direct and more global
environment of) a company, it will also improve the bottom line by creating
business value, increase both customer- and employee loyalty, and will
lead to increased productivity. If a company doesn’t align its sustainability
goals with its business goals, any program in itself will prove to be unsus-
tainable in the longer term.

Wicked Problem. Unfortunately, this sounds a lot easier than it is done in
practice. One of the reasons is that there is no one clear definition of the
term ‘sustainability’. It is a dynamic and multidimensional topic with no
concrete meaning nor solution, a so called ‘wicked problem’. Its principals
are universal, but practical application for specific business and brand cir-
cumstances requires a unique approach. Should it be about the products of

an organisation, the way they are produced, the resources that are used in
the process or to the viability of the organisation in general? No company
is the same and no market is a clear copy of another. Conclusion: It is not
clear at all what CR looks like, however finding the right definition in the
right context is crucial to be able to act upon it.

Moving Target. Therefore we believe that one should not (and can not) aim
to reach one single, all encompassing definition of the term. It's a moving
target, determined by an organisation’s ambition, market, environment and
stakeholders.

Co-create with stakeholders

What sustainability can mean for a company is well described by M. Porter
(HBR, 2006). Both business decisions and social policies must follow the
principle of shared value: ‘The essential test that should guide CR is not
whether a cause is worthy, but whether it presents an opportunity to create
shared value’. The relation between business strategy & sustainability is
partly shaped and influenced by company’s stakeholders and by how they
perceive your company and brand.

Involving stakeholders in developing a Corporate Responsible strategy is
essential in finding and giving meaning to this shared value. This can be
done through co-creation. Co-creation with stakeholders can help give
meaning to sustainability, speed up strategy development, channel initia-
tives into a clear strategy to achieve maximum added value and raise com-
mitment within the organisation.

Depending on the stage or the goal of developing a sustainable strategy,
different stakeholders can be involved in the process. This can range from a
carefully selected and hand-picked team (e.g. expert co-creation] to inviting
a large group of stakeholders who are interested in sharing their ideas (e.g.
crowd-sourcing). Important to know is who to join forces with at what time.
(For more information, you can read the white-paper on ‘Co-creation’s 5

Guiding Principles’ by Martijn Pater.
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. ACompany’s Green Ambition

It is clear that there is a fundamental shift going on towards a more sus-
tainable future. In the past, sustainability often consisted of scattered well-
meant initiatives throughout the company, mostly disconnected from the
business and strategy (and often from a philanthropic point of view). But
‘in the future, only companies that make sustainability a goal will achieve
competitive advantage’ (HBR, 2009). The question any organisation needs
to ask herself is; do | want to (or can 1] be in the forefront of that shift, or

do | follow the crowd?
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Figure 1 shows several roles a company can play when it comes to sustain-
ability ranging from Compliance to Inspire. It can be a choice to comply
to the lowest environmental regulations for as long as possible and play
a more responsive role. However, it's perhaps smarter to comply with the
most stringent rules and to do so even before they are enforced. This yields
more strategic first-mover advantages or even strong differentiation from
competition (HBR, 2009). Some examples of these different roles are pre-

sented below.

Compliance. A company complies to the legislation and regulations set by
governmental institutions, and passively responds to the actions of pres-

sure groups.

sl CASE | In 2010 Nestlé has been at the centre of a PR fire-
storm after Greenpeace alleged the company was involved
in illegal rainforest clearance for palm oil. Nestlé respond-

ed to this by researching the accusation and adjusting pro-

e

we are not going to promise things we can’t deliver.”

duction. However, “only as soon as quantities are available,

Satisfy. A company takes a step further than compliance to the required
rules and lives up to the societal norms & values; it fulfils desired expecta-

tions in a positive sense.

4

took effect.

CASE | In the early '90°'s HP realised that lead is toxic and
governments would one day ban lead solders. They started
experimenting with alternatives, found new solutions and
even tackled additional problems in the process. They

could comply with the EU rules by 2006 as soon as they

Inspire. A company that has sustainability integrated in its business strat-
egy and mind, can go beyond the first two levels and really excel in its field,

inspire consumers and use sustainability as a differentiator from other

brands.

CASE | Tesla Motors was the first to build a sleek designed
zero-emission sports car, not afraid to aim for the top end
of the market as a way to get its technology on the street.
The company has won several innovation awards and is

expanding its portfolio.
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A sustainable ambition
has to be in line with the

corporate strategy ’ ,

The ‘Green Canvas’ provides a strategic and very inclusive framework on
which to map your initiatives and strategy. Defining the Green Canvas and
filling it with initiatives can be done by a company itself, however doing

this with stakeholders will lead to the best results.

2b. external stakeholders

Step 2

3c. 3d.

today external tomorrow external
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today internal tomorrow internal

Step 3

2a. internal stakeholders

figure 2. The Green Canvas

Once a company has determined its ambition and who to involve in finding
the right angle or priorities, it's time to translate these ambitions into a
strong vision and concrete actions. Focusing both on a long term Corporate
Responsible vision and on short term actions often seems hard, not to
say incompatible. Additionally, some things can be initiated or solved by

a company itself and other things can only be realised with the help from

J Il. The Green Canvas

external parties. The ‘Green Canvas’ below provides a way to map sustain-
able initiatives based on these 2 dimensions [inspired by Stuart Hart's
Sustainable Value Framework). This will give an overview of all possibilities
and help to filter the ones that are in line with a company’s current context

and ambition.

Span of time. Initiatives that can be realised on the very short term Today’
to the longer term future “Tomorrow’ (within a couple of years).

Span of control. The focus is on the internal organisation and resources
available, or the focus is more externally to the outside world (corporate

identity), needing stakeholders to realise it.



The left and right side of the Canvas are framed by the ‘Current Context’
and ‘Future Ambition’. Defining these two boundaries is the starting point
of filling in the Canvas. The ‘Future Ambition’ of an organisation can range
from Compliance to Inspire (see Fig.1) and will always be linked to the
‘Current Context” of a company.
Key questions that are relevant in this first step are:

Where are we now?

Where do we want to go?

Both the context and situation of a company will change over time, which
automatically implies the ambition can and should be adjusted along the
way.
Additional triggering questions to define the situation are:
What are the key aspects that have impact on us, or we have
impact on in our environment?
What ambition is in line with our corporate strategy?

What role do we want to play as a company and as a brand?

The bottom and top of the Canvas consist of ‘Internal Stakeholders’ and
‘External Stakeholders’. Some things are within a company’s direct span
of control and require internal alignment of employees. Some things are
more dependent on the external environment. Partnerships can be needed
to accomplish certain goals and create the desired external identity. These
two aspects are strongly related and interdependent.

Key questions in this step are:

Who are the key internal stakeholders that can help us get things

started?

Who are key external parties that we need or can learn from?

The board, management teams, internal depart-
ments, employees, close (supply chain) partners
Goal: create awareness among employees, commitment & internal align-
ment

Current and future consumers, clients, competi-
tors, partners, NGOs, category leaders, start-ups, game changers, (sus-
tainability) experts, etc.

Goal: gain knowledge, credibility, license to operate & commitment

Stakeholder engagement is not a new insight in this topic. Although some
companies feel it is about giving away control over the CR agenda to outsid-
ers or just trying to ‘satisfy’ them, this is not the case. It's about creating a
longer term relation and involving stakeholders to find the desired shared
value. On the one hand they can share knowledge and experience to help
understand the key environmental and social impact and identify the risks
or opportunities of a company’s competitive context and more global (soci-
etal) environment. On the other hand, it helps to establish credibility and
support in finding innovative solutions. Stakeholders can help you find the
right definition for your company & brand and identify the right priorities for
your CR strategy in the current or future context.
Additional triggering questions when involving stakeholders, are:

Who are currently involved with our business and who can be in

the future?

Who are the game changers that we need to make things happen

within and outside our organisation?

Who can we learn from inside and outside our industry?
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Nurture imagination by

making sustainability sexy,

smart and fun
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Step 3. Draw your green initiatives
The two dimensions split the Canvas into 4 quadrants that can be filled with

green initiatives (preferably together with stakeholders).

3a. Today Internal.

Key question: What can we do ourselves today?

As sustainability is a hot topic for quite a while now, many organisations
already have engaged in several ‘sustainable activities’. Some more than
others and some in a more relevant way than others. In this quadrant
one maps out the more immediate and internally focussed initiatives, to
create a clear starting point and define opportunities for improvement.
Co-creation with different departments and employees can considerably
shorten the timeframe to map this.

Results (examples): Awareness and involvement among employees &

partners; waste reduction; risk management; logistic improvements.

ICASE | TNT aims to be the world'’s first zero-emission trans-

port company. Employees are actively engaged in this pro-
cess through initiatives like the ‘Drivers Challenge’, a com-

petition for drivers to prove their level of fuel efficiency, road

safety and customer excellence.

3b. Tomorrow Internal

Key question: What can we change in our products, processes or people in
the future?

To truly incorporate sustainability in a company takes time and it has to be
on the agenda of both employees and higher management. All levels in an

organisation should be on the same page when it comes to the sustain-

able ambition and success in translating these in concrete business goals.
Discussing sustainability opportunities for the future with stakeholders
and having their support for green initiatives, emphasises the relevance for
business and leads to a higher level of commitment internally.

Results (examples): Clear expectations, business goals and actions (met-
rics); internal commitment; competency development, new business mod-

els, sustainable technologies.

CASE | Being the biggest ICT provider in the Benelux,
3\ F_iGetronics realises this comes with great social responsibili-
’ — ty. In a recent co-creation project, Getronics has involved
a KPN Corrsevera[ departments and close partners to find new solu-

tions for becoming more sustainable in the future.

’ CASE | Mars commits to to use sustainably grown cocoa in all
‘of its chocolate by the year 2020. Investments and resources
will be put into working with certifying partners, cocoa farm-

ing communities, cocoa sector governments and national

o —

institutes.

3c. Today External

Key question: What can we achieve with our current stakeholders?

Over the past decades an enormous amount of knowledge has become
accessible. As sustainability is moving from niche to mainstream, the
knowledge and experience in this field are expanding rapidly. With the input
of your stakeholders, you can map the business context and its develop-
ments and identify a range of risks and opportunities relevant to your com-
pany (especially the risks that go beyond compliance).

Results [examples): Acquire knowledge; learn from and build on other’s
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Just taking short term
steps is like going on a
journey without a goa’ ,

experiences; social responsibility; lifecycle analysis; transparency.

\*/
Y leaders & game changers to work together on green initia-

@
tlnek“tives that can be implemented both on the short & long term.

CASE | In a co-creation project in 2010, Heineken involved

external stakeholders like sustainability experts, industry

3d. Tomorrow External

Key question: Who do we need in the future to achieve our long term ambi-
tion?

Credibility is key when it comes to sustainable initiatives. Consumers are
becoming more knowledgable and critical, resulting in a fine line between
true solutions and green washing. It's important to be transparent and to
show the outside world what you're doing and where you're going. Show
that you take sustainability seriously and incorporate your ambitions in your
brand & strategy. One way to do this is by inviting & involving the outside
world to think along.

Results (examples): Share and define ambitions; gain credibility; a license
to operate; organisational change; societal transformation; address global

issues.

CASE EXAMPLE | Walmart's environmental goals are simple

nart

Live better.

and straightforward: To be supplied 100 percent by renew-
able energy, to create zero waste and to sell products that
sustain people and the environment. They do so by strongly

focussing on their suppliers and their supply chain.

To align the vision & strategy of ‘Tomorrow’ with the more short term tac-
tics of ‘Today’, two additional steps are needed:
> Select the best initiatives

> Create platforms for sustainable growth.
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Showing intention to
improve will gain trust.
Just take it step by step.
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Step 4. Select the best initiatives

Once the framework is filled it's time to make a choice and set priorities.
What is right for your brand, in your situation and what will make your sus-
tainability strategy a success? To do this, we have defined a set of ‘9 Green
Rules’. In our experience, the following Green Rules are common demean-
ours when it comes to the majority of successful companies. The rules can
be used as afilter to select and cluster the initiatives in all 4 quadrants that
are most relevant and promising, the ones that will contribute to the ambi-

tion and make it a well balanced strategy.

1. Inspire change
Inspire change by showing passion and commitment. Focus on the positive

side, nurture imagination by making sustainability sexy, smart and fun.

WCASE | Volkswagen has started ‘The Fun Theory’, an initiative

W dedicated to the thought that something as simple as fun is
the easiest way to change people’s behaviour. ‘Fun Theory
\ A awards’ are handed to people with the best (most fun) initia-
. Atives that make a change for the better.

2. Be authentic and positive

Be true, authentic and consistent in what you say and do. It's a synergy
between company ethics, corporate culture & the brand. Focus on posi-

tive messaging and find the popular touch to engage consumers and other

stakeholders

V CASE | Innocent was founded with the ambition to become a
global, natural, ethical food and drinks company: ‘the earth’s
favourite little food company’. Their smoothies are marketed

= <= smile on your face.

with folksy eco-friendly messages on the bottles that put a

3. Experience over numbers
More stories, less science. Reduce complexity, touch upon emotions, shared

ambition and consumer experience, not on numbers and technicalities.

CASE | Levi's aims to influence not only what people wear but
the way people think and act. With water as one of the main
issues the company took initiatives to involve consumers, like
the ‘water<less jeans’ program and the ‘care to air-contest’:
a call for the most innovative, sustainable air drying solu-

tions.

4. Commit to tangible action
Once defined your ambition, translate it into concrete and visible actions, no

matter how small or big they are. Show that you're moving forward.

CASE | Amazon introduced ‘Frustration-Free Packaging’, a

‘multi—year initiative designed to alleviate “wrap rage,” fea-

turing recyclable boxes that are easy to open and free of

excess materials such as hard plastic clamshell cases, plas-
’) p p

tic bindings, and wire ties.



(Y4

It's better to just start and
learn along the way, than

to do nothing.
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5. Aim high
Less bad is not good enough. Aim high and show commitment to your ambi-

tion, without compromising the product.

"" w.C/-\SE | Unilever has developed the Sustainable Living Plan,

.;Qdecouplmg growth targets from sustainability goals. “Our

ﬂ&i% '°\|mpact goes beyond our factory gates. Our plan is de5|gned
é(“' to reduce our impacts across the whole lifecycle of our prod-

PSU

ucts”.

6. Integrate it in your DNA
Not every company has sustainability in its roots. To incorporate it in your
company DNA, an integrated approach through the entire value chain is

necessary, including senior management commitment.

CASE | Coca Cola has started the ‘Live Positively Platform’,
ZArcpresenting their commitment to making a difference in the
4 world, making sustainability part of everything they do. An
uve sosinventire visual identity was created to communicate that mes-

sage to Coca-Cola’s employees and to the world.

7. Engage and empower your audience
A small act to empower the consumer can make a huge difference, creating

a win-win-win situation for business, the consumer and the environment.

(CASE | Designed by Marcel Wanders, the Wattcher displays a

home’s total electricity consumption in an appealing way.

When switching on any electrical device it shows the extra

power consumption, giving insight into your energy behav-

iour and helps consumers to actively save energy.

8. Communicate your objectives and actions
Be transparent, communicate about what you want to achieve and how you

want to achieve this, both internally and externally.

CASE | In 2007 Marks & Spencer launched ‘Plan A, setting
out 100 commitments to achieve in 5 years. They've now

extended Plan A to 180 commitments to achieve by 2015, with
the ultimate goal of becoming the world’s most sustainable
\ | | J g g

major retailer. It's called Plan A, because there is no Plan B.

9. Don’t wait, just start
Don’t wait, just start. Step by step. Showing your intention to improve will

gain credibility and trust: it's work in progress.

eleased its Environmental Apparel Design Tool, based on

the Considered Design Index, to accelerate collaboration

between companies, fast-track sustainable innovation.

CASE | In 2008 Nike publicly launched ‘Considered Design’, a
sustainable line of shoes which soon exceeded expectations.

In an effort to further industry sustainability efforts, NIKE
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Merely focussing on
the future may lead to

paralysis and inertia. , ,

Step 5. Create platforms for sustainable growth

An organisation aiming to be successful in their sustainability (and busi-
ness-) strategy, needs to be able to fill all quadrants of the Green Canvas.
Merely focussing on the future may lead to paralysis and inertia, due to
fear for change. The step may simply be to great for people to act on. Early
success, through "low hanging fruit’. in the implementation of a CSR strat-
egy will help motivate and inspire people towards the necessary change.
Focussing on just short term activities in its turn is how CSR was often
implemented in the past; scattered philanthropic actions without a clear
goal, nor a clear connection to the overall business strategy.

The Green Rules can help an organisation to select the most relevant ini-
tiatives in all 4 quadrants that support the Future Ambition. Initiatives can
be clustered into concrete growth platforms (figure 3) and translated into

projects with their own roadmap and targets to work on.
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external stakeholders

short term tactics

internal stakeholders

figure 3. Sustainable growth platforms
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You don't have to be
perfect to do good. ’ ,

About Green Inc.

Greenlnc. links sustainability, strategy & communication. Sustainability is
innovation and is (or should be) mostly fun and inspiring. Green Inc. coach-
es companies in sustainable entrepreneurship, helping them to improve

and incorporate sustainability into their business processes.

About Fronteer Strategy

Fronteer Strategy is an Amsterdam-based strategy consulting firm. Our key
areas of expertise are innovation, co-creation and brand development. Our
inquisitive nature is supported by entrepreneurial experience and solid
business sense. We believe that co-creation is a long-term engagement
between clients and people from outside their company. It's success is

expressed in inspiration, enthusiasm and action.

About Rooftop Garden co-creation

“No matter who you are, most of the smartest people work for someone
else” (Joy's law].

Rooftop Garden is an expert co-creation tool developed by Fronteer
Strategy & Green Inc.

Rooftop Garden brings together a client’s team and outside experts for a
specific sustainability challenge, that demands expertise and breakthrough
ideas. A group of people working together 1 day, no interference from day-
to-day hassles, delivering clarity & inspiration.

Contributors are hand-picked, based on the challenge at hand. Rooftop
Garden is always customised to client’'s needs. Rooftop Garden projects
vary from single high-energy sessions to series of connected Rooftops and
workshops embedded in larger strategic sustainability projects. The out-

put: richly detailed concepts and roadmaps, buy-in and excitement.

Information
Greemncsoest ........................................................
Fronteer Strategy, Amsterdam
authorsereenlnc ....................................................................
: Ynzo van Zanten

Fronteer Strategy:

Nicole van de Velde

Martijn Pater
_more information  infoldfronteersirategy.com
: 43120 475 0555

infofdgreeninc.nl

4316 43015064

HBR - Strategy & Society: The link between
competitive advantage and CSR (M. Porter &
M. Kramer, 2006) :
HBR-Whysusta|nab|[|ty|snowthekey
driver of innovation (C.K. Prahalad, and M.R.

Rangaswami, 2009)

éCo-creation whitepaper: Co-creation’s 5

guiding principles (Martijn Pater, 2009)
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