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ARGE Consulting

Improving Management Quality

A globally recognized Turkish management consulting firm
ARGE Consulting in 30 Years;

Carried out over 1,500 projects for more than 500 clients across numerous sectors to
improve their profitability and help them win National and European Awards for
business excellence.

Four focus areas in its projects:
- Strategy (doing the right things)
« Quality (doing things right)
« Institution Building (sustainability of the institution)

« Good Governance (culture and climate for enhancing management quality)

Leading contributions to the community:
- National Quality Movement influenced numerous sectors throughout the country

« Founding the Turkish Network of UN Global Compact —the largest global
sustainability platform— and assuming global leadership of the Local Networks

« Deployment of corporate volunteerism approach through Private Sector
Volunteers Association

« Enhancing good governance across public, private sectors, and civil society
Won International Awards with the development of exemplary practices.

Made contributions to international standards established by institutions such as
the United Nations, G20, OECD, World Bank, IFC, EBRD, and World Economic Forum.

Intellectual contributions published at globally recognized journals such as
Harvard Business Review and INSEAD Knowledge, and books by Palgrave Macmillan
and Wiley.

www.arge.com



ARGE Consulting

Pioneer and Role Model for 30 Years

+ Globally recognized for its expertise on Governance and
Corporate Social Responsibility activities

- National leader in strategy, business excellence, governance,
and sustainability topics

- B20 Knowledge Partner for governance and sustainability
« The first Turkish signatory of the UN Global Compact

- Certified Advisory Organization of the European Foundation
for Quality Management (EFQM)

- Certified Knowledge and Training Partner of the
International Integrated Reporting Council (IIRC),
being among the first ten in the world and the only Turkish
institution to do so.

The only institution in the world to be certified by
both EFQM and IIRC.

« The only Turkish member to serve on Professional Services
Working Group of the World Economic Forum (WEF).

Global Chair of the Local Networks of UN Global Compact,
the largest global sustainability platform.

Intellectual contributions to international standards
developed by OECD, UN, IFC, and EU.

ARGE founded Argiiden Governance Academy to leverage
societal development through good governance culture.

The Academy has developed unique methodologies such as
‘Sustainability Governance Scorecard’ and ‘Municipality

Governance Scorecard’ to promote good governance culture.
The Academy also implemented exemplary projects such as

‘Good Governance for Kids' and ‘Governance Youth Network’.

The Academy is the first Turkish institution to publish an
Integrated Report, and is among the NGO pioneers to adopt
Integrated Reporting. The Academy is a Knowledge Partner
of the International Integrated Reporting Council (IIRC).

www.arge.com

+ ARGE Consulting has helped numerous clients in different

industries to improve their profitability through innovative
strategic initiatives.

+ ARGE'’s clients won multiple Turkish and European

business excellence awards.

« Thousands of employees are being managed by the

Organization and HR Systems developed by ARGE

to be aligned with the strategies of its clients.

+ ARGE Consulting supports continuous development of

Family Businesses and Corporate Governance for

sustainable success.

+ ARGE Consulting has been a national leader in introducing

innovative management tools such as ‘Balanced Scorecard’,
‘Intellectual Capital’, ‘Value Management’, ‘Board Evaluations’,
‘Change Management', ‘Reputation Management', and

‘Sustainability Governance’

+ As part of its corporate policy, ARGE Consulting has been

encouraging its partners to commit one day a week
to volunteer on non-profit activities. In 2002, ARGE
was recognized as one of the top three companies to
Shape the Future at the European Parliament.

ARGE voluntarily contributes to the development of
Award Schemes for NGOs including PERYON, TAIDER,
Competitiveness Forum, OSGD, Micro-Credit
(Citibank-KEDV) in order to encourage societal progress.

+ ARGE Consulting is the only Turkish company to be included

in the Responsible Entrepreneurship book, published by the
European Commission.

« The social responsibility activities of ARGE are examined as

case studies at many reputable universities through a
research conducted by the Bogazigi University and shared
via European Case Clearing House.
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INTRODUCTION

Human beings form institutions for two basic reasons:

« to utilize the resources more effectively,
- to manage the risks better

in order to improve their quality of life.

A corporation is a limited liability institution that aims to
make profits for its shareholders’. By definition, a corporation
is a construct that incorporates risk management, as it enables
pooling of resources?and limiting the liability of the shareholders.
However, limited liability in tort may lead to excessive corporate
risk taking and do more harm than the value created, especially
when the interests of third parties, namely stakeholders, who
may be negatively affected by the decisions of the corporation

are also considered?.

Profit motive is the key driver behind economic activity that
induce people to invent, innovate, and take risks that they may
not otherwise pursue. However, when the sole focus becomes
attaining short-term profits and externalities are ignored, in
the longer term the company faces significant risks such as
loss of social license to operate or to face significant regulatory
burdens that undermine long term profitability of the company.
Incorporating the externalities* into the decision-making
process not only helps managing the long-term risks better,
but also provides an opportunity for value creation by considering

the interests of all stakeholders.

1 Except non-profit corporations.
2 Except in the case of a single shareholder corporation

3 Harm may also be for the shareholders if the corporation either cannot bring
returns to invested capital or even worse fails to result in loss of invested capital.

4 An externality is a cost or benefit caused by a company that is not financially
incurred or received by that company. An externality can be both positive or
negative and can stem from either the production or consumption of a good or
service. The costs and benefits can be both private, incurring to an individual
or an organization, or social, meaning it can affect the society as a whole.

Incorporating the
externalities into

the decision-making
process not only helps
managing the long-
term risks better,

but also provides an
opportunity for value
creation by considering
the interests of all
stakeholders.



The measure of the
quality of a business

is all about value
creation, value delivery,
and value capture.

What gets measured,
gets improved.

Introduction

The measure of the quality of a business is all about value
creation, value delivery, and value capture (a business’s ability
to create profits from its transactions). Value creation requires a
deep understanding of the customers’ needs and their problems.
Developing solutions and delivering them to the customers at
a price that is lower than their willingness to pay is the key to
success, defined as value capture (the difference between the
market price of the developed solution and cost of value creation

and delivery).

Value creation is a function of effective utilization of different
resources including financial, intellectual, manufactured,
natural, human, and social and relationship capitals®. Creating
an effective unique value proposition requires a successful
strategic direction (consistent choices that differentiate the
company from its competitors), efficient and effective utilization
of resources, and ability to invest and innovate. Therefore,
having preferential access to these resources and continuously
building them are critical for the success of the corporation.
What gets measured, gets improved. Hence, measuring and
managing these different dimensions of capital effectively is key

for the success of the corporation.

According to the theory of contestable markets®, where entry
and exit barriers are low (almost zero), economic profits will
converge to zero in the long run. Common barriers to entry
include economies of scale and scope, research and development,
capital-intensive production, switching costs, brand loyalty,
government regulations, and having unique access to limited
resources. Ability to continuously invest and innovate is the path
to build and keep the entry barriers to be able to continue to

make profits.

In the 16th century, after the Ottomans gained control of the
Mediterranean, the Portuguese came up with the technical
innovations to build ocean travelling ships to reach the richness
of Asia through alternative routes. However, the institutional

innovations came from the Dutch.

5 Integrated thinking formulates these six different classes of capitals as the key
resources for value creation.

6 William J. Baumol (1982)
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In 1602, Dutch East India Company was founded to better
manage the dangers of piracy, disease, shipwreck, and market
risks by pooling the resources of its investors and became the
world’s first formally listed public company. With its pioneering
institutional innovations, it became an early-modern corporate
model of a vertically integrated global supply chain and a
corporate pioneer of foreign direct investment. After nearly
200 years, it failed mainly due to corporate mismanagement.
Principles for good governance began to emerge from the
learnings of this demise and perhaps this is the reason for the

quality of Dutch corporate governance even today.

Governance comes from the Greek word kybernao, first utilized
at the times of Plato and Aristo and means ‘steering’ which
incorporates two important concepts: guidance and oversight.
Corporate governance, as defined by Sir Cadbury, is “the system
by which companies are directed and controlled.” Boards of
directors are responsible for the governance of their companies.
The shareholders’ role in governance is to appoint the directors
and the auditors and to satisfy themselves that an appropriate
governance structure is in place. The responsibilities of the
board include setting the company’s strategic aims, providing
guidance to the leadership to get the strategy implemented
(guiding and coaching the management), providing oversight
to the management of the business for effective and ethical

conduct, and reporting to shareholders on their stewardship.

Trust is the essence of good governance and foundation of
sustainable development. Trust of stakeholders is key to
sustainable success of any institution. Deterioration of trust is
similar to having a higher friction coefficient; to get the work
done one needs to utilize more energy. Therefore, lack of trust
undermines the basic reason for forming an institution such
as a corporation, namely effective utilization of resources.
Good governance is providing guidance (strategic direction and
coaching) and oversight to the management of a company to
ensure that value is created with effective resource utilization and
stakeholders’ trust to be able to gain access to their’ resources on

preferential terms.

7 Providers of resources

Governance
incorporates two
important concepts:
guidance and oversight.

Trust is the essence
of good governance
and foundation

of sustainable
development.



Sustainable success
can be achieved
through integrated
thinking, effective
implementation, and
proper communication
of value creation and
value capture model.

Introduction

Sustainability of the success of a corporation can only be achieved
by adopting a long-term perspective, considering the interests
of all stakeholders in decision making, and continuous ability
to invest and innovate. Sustainable success can be achieved
through integrated thinking (for innovation and sustainability),
effective implementation (for value creation and capture), and
proper communication of value creation and value capture
model (value reporting for gaining the trust of the stakeholders

to gain preferential access to various dimensions of capitals).

Since 1991, ARGE Consulting has not only been helping the
development of these concepts, but also has been a role model
with its commitment to implement them. ARGE has adopted a

policy of;

« investing one-month-a-year for innovations and continuous
education of its consultants to develop its human and

intellectual capitals and

- encouraging all its consultants to dedicate one-day-a-week
for non-profit work to help develop the community through
numerous NGOs to develop its social and relationship

capitals.

ARGE has made critical contributions to KalDer (National
Quality Association) for developing and leading the National
Quality Movement to deploy the EFQM Business Excellence
Model throughout the country in public, corporate, and NGO

sectors.

Being the first Turkish signatory of UN Global Compact in
2002, ARGE Consulting has also played a critical role in the
establishment and development of the Global Compact Local
Network in Tiirkiye and later was elected as the Global Chair of
Local Networks to make significant contributions to the global

development of the world’s largest sustainability platform.

ARGE Consulting has served as B2o Knowledge Partner
(Governance & Sustainability) and helped bring integrated
reporting and responsible leadership principles to the attention

of G2o leaders, in 2015.
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With such an understanding and experience, ARGE Consulting
has developed a Sustainable Success Model® that incorporates
the key understandings from integrated thinking (strategic
and responsible leadership), EFQM Model (deployment
throughout the organization for effective implementation), and
value reporting (for better governance and gaining the trust of
stakeholders).

In a nutshell, sustainable success requires broadening our
perspectives for decision making in four dimensions: time (from
short term to long term), place (from where we operate to all
the places that our activities make an impact), capitals (not only
financial but also intellectual, manufactured, natural, human,
and social and relationship), and stakeholders (direct and
indirect). In this book we are providing a detailed explanation
of this Model for the use of all types of organizations to help

improve the quality of life in a sustainable fashion.

ARGE Consulting
has developed a
Sustainable Success
Model® that
incorporates the key
understandings from
integrated thinking,
EFQM Model, and
value reporting.
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THE MODEL

The Sustainable Success Model® was developed to support
the value creation journey of corporations. In today’s world,
the main purpose of institutions should be to improve the
value created. Organizations are expected to create value for
all their key stakeholders in order to be successful, sustainable,
resilient and profitable. The value creation process begins with
the determination of corporate values, purpose, mission and
vision. It shapes the targeted value, purpose, mission, vision and
strategy, and guides the design of the business model needed to
create value in the short, medium and long term by effectively

implementing the determined strategy.

While creating value proposition and the corporate strategy,
acting with a holistic perspective starting from the ecosystem
is of great importance in terms of understanding the needs,
expectations, concerns and suggestions of stakeholders and
social & technological trends. The trust of the stakeholders in
the ecosystem is gained only if the organization’s value creation
journey is shared with effective communication methods and
reported transparently. Stakeholders who trust the organization
mobilize their resources in a way that contributes to the

organization’s value creation journey.

The success of the value creation journey can be secured with
good governance practices. The Board of Directors is at the
heart of good governance practices. The main responsibility of
the Board is to direct and supervise the activities and business
approach of the institution. The decision processes of the
Board should be in a structure that is data-based, should apply
a participatory and critical thinking approach that draws its
strength from diversity, and evaluate the issues with a holistic
perspective. A holistic perspective can only be achieved if the
members of the Board act with a common mind and implement
an integrated thinking at the Board level. The leadership of the
Board ensures that good governance practices are deployed and
applied throughout the organization. Adopting an integrated

thinking approach by the Board is effective in creating a positive

Organizations are
expected to create
value for all their

key stakeholders in
order to be successful,
sustainable, resilient
and profitable.

The success of the
value creation journey
can be secured with
good governance
practices.



The Model

atmosphere within the organization; starting from the top
management and establishing a common and participatory
working culture. Good governance approach and the EFQM
2020 Model enable the business model to be implemented
effectively and efficiently.

Sustainable Success Model®

GOVERNANCE

VAT U E

Approach Learn Unify Ecosystem

Vision

The model has revealed the approaches to be implemented
for Sustainable Success with five main components: Vision,
Approach, Learn, Unify, and Ecosystem. This working method
offered by the model is a tool to create VALUE and create the

assurance of Sustainable Success.

The basis of sustainable success should be the motivation to
focus on the Value Creation vision and to ensure the continuous
development of this value. When focusing on improving the
value created, structures can be developed that monitor internal
and external developments, search for needs and improvement
opportunities, and keep the motivation for continuous

improvement alive.

By determining the right direction (vision), the model suggests
that we develop our approaches in this direction and create an
environment that uplift our motivation for continuous learning.
At the same time, the model recommends that we reflect
Integrated thinking in our work and create unifying common

denominators by considering the whole ecosystem.
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With five components, the concept of VALUE is emphasized and
the steps that will serve as a guide for the path that institutions

should follow in order to create value are defined.

Management systems are developing methods that contribute to
improving efficiency, the quality of the decision-making process

and business performance by establishing new perspectives.

Sustainable Success Model;
« Adopts the philosophy of Integrated Thinking,

« Is shaped by bringing together the systematics of the
EFQM 2020 Model’s direction, application and

measurement approaches,

« Highlights the importance of the Sustainable Development
Goals that shapes the understanding of sustainability,

« Defines the continuous learning cycle covering the whole

ecosystem,

« Is structured and integrated with strong experience in

governance and implementation.

In Sustainable Success Model (SSM), the creation of an
integrated thinking philosophy and a value-oriented perspective
are defined at the start. The model aims to realize VALUE with
the approaches and practices that contribute to the EFQM 2020
Model and the Sustainable Development Goals. Integrated
Reporting in the model indicates the strong realization
of communication and performance presentation for the
whole ecosystem. Strong communication and value-oriented
performance delivery support the element of trust in the

ecosystem.

The concept of Governance forms the framework in which the
model operates. SSM identifies governance as the top view for
securing sustainability. And the most critical element of the
model is the emphasis on the continuous realization of the

learning cycle under the umbrella of governance.

Strong communication
and value-oriented
performance delivery
support the element of
trust in the ecosystem.



Contributing to the
SDGs will bring an
important perspective
in all approaches and
goal setting stages.
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The Model

SSM offers a roadmap to institutions with 30 steps distributed
to the five components. In the model description, definitions
of each step, the recommendations of the SSM regarding
the critical points in the implementation of this step, and the
methods used are presented. General concepts and application
suggestions explained in each component are accompanied with

good examples as well.

The relationship between IR - Integrated Thinking and EFQM
is defined at each stage, to improve the quality of management
and ensure the sustainability of success regarding the ways and
methods to be followed. It was emphasized that contributing
to the Sustainable Development Goals (SDGs) will bring an
important perspective in all approaches and goal setting stages.
Therefore, studies related to the SDGs are shared as good

examples.

In order to define a successful value creation journey, we will
explain the topics under each component in the following

sections.
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VALUE

Vision Approach Learn Unify Ecosystem

1 7 13 19 25
What is your Define your Measure your Assess Needs for  Identify Stakeholder
Philosophy? Strategy Operational Different Resources Impact Area and
Define Purpose, Performance and and Understand  Relationship Strategy
Mission, Vision 8 Perception Expectations of

Values, Principles Define your Resource Owners 26

Organization 14 Identify
2 Structure Measure 20 Stakeholder
Define Board Performance  Update Strategy Priorities
Value to be Created 9 with Learning

Define your 15 27
3 Process Conduct 21 Measure and
Define your Hierarchy Internal and Address Manage
Governance Model External Audit Gaps Perceptions

10
4 Define Resource 16 22 23
Define your Management Perform Communicate Measure and
Ecosystem and Approach Reporting Internally and Manage
Stakeholders Activities Externally with Outcomes
1 Focused Messages

5 Define KPI Set, 17 29
Define and Align Performance Evaluate and 23 Communicate
your Business Model ~ Management and Implement Manage Goals and
with the SDGs Reporting Structure  Lessons Learned Stakeholders Results

6 12 18 24 30
Share your Share your Share your Share your Share your
Experiences, Experiences, Experiences, Experiences, Experiences,
Invest on your Invest on your Invest on your Invest on your Invest on your
Intellectual Capital ~ Intellectual Capital Intellectual Capital ~ Intellectual Capital Intellectual Capital

This model utilizes Integrated Thinking and Integrated Value Reporting as well as
EFQM 2020 Model and the SDGs.
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GOVERNANCE

VAT U E

Vision Approach Learn Unify Ecosystem

Integrated EFQM 2020 Model (
Thinking Sustainable Development Goals Reporting

Vision

1
What is your
Philosophy?
Define Purpose,
Mission, Vision
Values, Principles

2
Define
Value to be Created

3

Define your
Governance Model

4
Define your
Ecosystem and
Stakeholders

5
Define and Align
your Business Model
with the SDGs

6
Share your
Experiences,
Invest on your
Intellectual Capital
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VISION

Every organization is part of a greater ecosystem (society, region,
country, world) where it should create value for key stakeholders

and for itself, to be sustainable.

Every organization should clarify:

« What will be the created value for the organization and
stakeholders?

« What would be the goals to achieve determined value

creation objectives?
« How would these goals be achieved?

« What would be the impacts created by achievement of these

goals in the organization and the ecosystem?

Business Philosophy

Business philosophy will guide an organization in determining
its purpose, mission, vision, values, code of conduct, and value

creation model.

Business philosophy is principles and a set of values which will
guide the value creation activities of the organization. Business
philosophy defines a framework for an organization’s purpose
and goals. It helps to create a collective understanding regarding
what are the goals and what would be the road map to reach

these goals in and outside of the organization.

Purpose

The purpose of an organization is to answer the questions
of “Why does the organization exist?” and “Why is the work
accomplished by the organization important?”. The purpose

could be the contribution of organization to the ecosystem.
Mission
The mission of an organization defines what the organization

needs to do for achieving its purpose and what differentiates it

from its competitors.

Dr. Yilmaz Argiiden
talking about Vision.

Scan the QR code with
your mobile phone’s

camera or simply visit

https://arge.com/en/

videos/sustainable-success-

model/vision

13



GOOD EXAMPLE
See General Motors

in page 20.

GOOD EXAMPLE
See Anglo American

in page 21I.

Purpose: “Enhancing
quality of life and
contributing to a better
working world through our
innovative products”

14

Vision

Vision

The vision of an organization is the goals that organization will
attempt to achieve in short, medium, and long term. Vision will
be a guide in determining the course of actions in achieving the

goals.

Values

Value defines the way that organization is expected to behave,
it provides a moral direction that guides the decision making

and standards for assessing actions.

Value to be Created

Value to be created must be defined with a holistic perspective.
Definition process must include stakeholders where the process
would include prioritizing their interests, understanding how
they are relevant to the organization’s purpose and strategy, and
assessing how to balance their respective needs and expectations
with the organization’s mission and vision. Definition of value
in a participatory manner would help identify the trade-offs
and misalignments. Data is key to understanding the drivers,

clarifying the goals, and value to be created.

As an example, Embankment Project for Inclusive Capitalism has
aligned its purpose and values to be created for all key stakeholders

in a holistic manner.

What are the desired outcomes for each stakeholder if the

purpose is fulfilled?
o Society: Improved well-being through healthier living and
longer life.

o Employees: Innovative working environment and improved

well-being from work.
o Investors: High dividends as a result of innovative products.

o Customers: Reduced healthcare expenditure resulting from

healthier population.

e Government: Healthier population resulting in increased

productivity and improved well-being.

~

Understanding Value Creation, IFAC, 2020
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Stakeholders are groups of people, organizations, society,
public institutions, etc. who can affect or be affected by an
organization’s activities. Stakeholder identification is the
process used to identify all stakeholders for the organization.
It is important to understand that each stakeholder would have
a different influence or effect on the organization. Stakeholder
identification needs to be done in a methodical and logical way
to ensure that stakeholders are not omitted. This may be done
by looking at stakeholders organizationally, geographically, or by

their involvement level to organization’s activities or outcomes.

Sustainable Development Goals (SDGs) are an urgent call for
action for peace and prosperity, for people and planet, for now
and the future®. A global partnership including public, private,

and civil society would enable us to reach the targeted goals.

SDGs present a strategic opportunity for the private sector
to develop technologies and solutions to be implemented to
solve the problems of the world. This opportunity could help
businesses to demonstrate how they could contribute to the
advancement of SDGs. SDGs could provide a base for defining
vision and strategies of the business. Such an approach could
be beneficial for identifying future business opportunities and
strengthening stakeholder relations, helping the stability of the
ecosystem through provided solutions and gaining the trust of
stakeholders.

Integrated Thinking approach would enable and strengthen
the definition of vision for the organization. Holistic
perspective enables us to consider relationships, interactions,
interdependencies between its functional units, capitals,
and the ecosystem in which it operates, namely Integrated
Thinking. Integrated thinking supports decision-making by
utilizing collective minds and thoughts of internal and external
stakeholders in a participatory manner through understanding
dependencies, impacts between ecosystem, resources, and
different parts of the organization to achieve the best possible
solution for value creation in the short, medium, and the long

term.

2 hitps://sdgs.un.org/goals

SDGs present a
strategic opportunity
for the private sector
to develop technologies
and solutions to be
implemented to solve
the problems of

the world.

15



Governance refers to
how the organization is
directed and controlled
by the governing body
in exercising effective
and ethical leadership.
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Vision

Governance

Governance refers to how the organization is directed and
controlled by the governing body in exercising effective and
ethical leadership. Governance plays an important role in

directing and overseeing the value creation journey.

Good governance refers to the quality, transparency, and
dependability of relationships between shareholders, board
of directors, management, and employees that define the
authority and responsibility of delivering sustainable value to
all stakeholders®. Gaining trust is important for attracting talent,
resources, and support of stakeholders for creating sustainable

value.

The essence of good corporate governance is ensuring
trustworthy relations between the corporation and its
stakeholders. Trust is the foundation of sustainable success and
value creation. Countries, markets, and the world atlarge become
more connected. Our mutual interdependence increases, and
we all need to be able to mobilize others’ resources and goodwill
to achieve success. Mobilizing others’ resources can only be
achieved through gaining their trust. This requires consistent,
responsible, accountable, fair, transparent, and effective
organizational structure, decision making processes, and
people. The quality of the governance of a firm is as dependent
on the organizational structure and decision-making processes
of the firm. Being trustworthy is an important asset and source
of power for organizations. Gaining trust takes a long time,
but its loss could happen in a very short period. To gain trust,
the consistency between the words and deeds is a requirement
because behaviors show the priorities and preferences in a more

effective manner than words.

Board is the most important element of a governance structure.
The decisions and actions taken by the board in directing the
organization shape and determine its prospects and longer-term

viability. The main responsibilities of the board are to provide

3 A Corporate Governance Model: Building Responsible Boards and Sustainable
Business, Dr. Yilmaz Argiiden, Private Sector Opinion Issue 17, Global
Corporate Governance Forum IFC
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an effective oversight for the management and guidance to the

organization with value creating strategies®.

Board Leadership is key for setting the company’s direction
and ensuring long-term value creation for the company and
its ecosystem. Responsible Boards ensure that material issues
are integrated into the company’s strategy and reflected in its
policies and practices. The Board must ensure that policy covers
all relevant dimensions and all relevant stakeholder groups
including employees, supply chain and communities. Having
the right policy is not enough, it should be regularly reviewed
to be improved, and the right people and processes should be in

place for implementing policy commitments.

The board’s oversight role requires setting up an effective internal
control mechanism, ensuring independence of audit, and strict
compliance, monitoring ethics and business conduct within
the company and its value chain, and transparency in external
reporting and disclosure. Effective tracking of performance
and communication to the board is essential for improving its

oversight.

Board is responsible for the organization’s value creation process
from its starting point, the inputs drawn from the six capitals to
the consequential effects on the six capitals, the outcomes. These
outcomes, in turn, influence the quality, price, and availability
of the organization’s future inputs. Governance structure and

processes support the informed oversight of this process.

Governance enables effective implementation and functioning
of the Value Model. Diversity of mind in the board improves
its effectiveness by bringing a broader perspective and
understanding of the environment. Directors with different
experiences and skills, age groups, education, race, gender
would help to utilize different perspectives in decision making
processes. Such an approach would enable us to challenge
decision alternatives and to analyze risks and opportunities

before reaching a decision.

4 Disclosure of Governance Information in the Integrated Report an
Information Paper, Integrated Reporting Council of South Africa, December

2017, page 3

GOOD EXAMPLE

See Unilever in page 22.

GOOD EXAMPLE
See Anglo American

in page 23.

17
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GOOD EXAMPLE
See Coca-Cola HBC

in page 24.

GOOD EXAMPLE
See AngloGold Ashanti

in page 25.

Vision

Collective minds of directors would support decision making
which could be defined as implementation of an integrated
thinking approach by the board. Integrated thinking approach
would improve the quality of decisions of the board. Therefore,
diversity is an important topic when structuring a board. Diversity
of a board would be shaped by its strategy and business model of
the organization. Integrated thinking approach would guide the
director nomination process. Directors’ skills and experiences
need to be aligned with strategic priorities and material topics
of the organization to direct and to support effective and quality
decision making processes to create value in short, medium and

long term.

Board members need to have the right skills to provide guidance
and oversight to the value creation strategy of the organization.
The Board needs to have sufficient expertise to understand the
decision-making processes of key stakeholders, have members
who are familiar with evolving trends and practices, and
sufficient diversity to adequately evaluate different dimensions,
perspectives, and risks. A skills matrix identifies the skills,
knowledge, experience, and capabilities desired of a board to
enable it to meet both its current and future challenges and

realize its opportunities.

Another board responsibility for effective implementation
of strategy, business model and value creation journey is
designing executive compensation. Capturing value creation
and ensuring effective implementation of strategy and business
model and embedding purpose, mission, vision in daily
decision-making practices, Boards need to make management
explicitly accountable for the organization’s impact. Best-in-class
organizations align executive compensation with strategic targets
to sharpen management’s focus and incentivize management to

prioritize value creation.

Effective and good governance practices enable coordination
of Sustainable Success Model® components. Coordinated
activities are important for successful implementation. Good

governance outcomes as stated in King IV (ethical culture,



Sustainable Success Model©

good performance, effective control, and legitimacy) enable and

support the organization’s value creation process’.

Quality of a governance approach could be understood by
understanding the rigor of the decision-making process.
Rigor and quality of decision making could be improved by
implementing integrated thinking approach at the board level
which would enable considering all interactions, relations,
effects and impacts between capitals, units, processes and
activities performed by the organization. Such an approach
would be possible with diverse boards and utilizing collective

minds of directors.

Integrated Reporting aims to disclose sufficient information
regarding the governance approach of the organization to build
stakeholder trust. It also aims to show the linkage between
value creation and governance approach. The report could help
internal and external stakeholders to understand to what extent
decisions are made through a mindful process and would inform
their opinion as to the prospects and longer-term viability of the
organization. Internal stakeholders’ commitment is critical for

successful implementation of the Sustainable Success Model®.

5 Disclosure of Governance Information in the Integrated Report an
Information Paper, Integrated Reporting Council of South Africa, December

2017, page 3
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Vision

General Motors is a
. o o general motors 3 2020 SUSTAINABILITY REPORT
multinational corporation

based in the USA.

ESG
Mission of the company MANAGEMENT

has been shared in detail
which aims to reach a
sustainable future of

no accidents, no emissions
(sustainable mobility) and
no connection through T mhsss

Cadilac LYRIQ

smart and e-mobility.

Vision clearly defines the
goals through which the

company would realize its a N

mission. We Are General Motors

Y in everything we do.

We see a world with We are committed to SAFET

XS for life.

J crashes, We earn C

)| emissions and  Webuild BR

S that inspire passion and loyalty.

) | Conqestion We translate breakthrough TECHNOLOGIES into
vehicles and experiences that people love.

BLE solutions that improve
in which we live and work.

=g == A\ (D) bri
== @ mve === } 4 cruise  (d) brightdrop

BUICK

GM Sustainability Report 2020, page 4

https: //www.gmsustainability.com/_pdf/resources-and-downloads/
GM_2020_SR.pdf
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Sustainable Success Model®

Anglo American is a
mining company based in
South Africa.

Strategic Report

Purpose to Value

Guided by our Purpose - re-imagining mining to improve people's
lives — our strategy is to secure, develop and operate a portfolio
of high quality, long life resource assets. We then apply innovative
practices and technologies in the hands of our world class people to
deliver sustainable value for all our stakeholders.

Company’s strategy
has been aligned with
company values.

These values guide the
Our Values company’s value creation
ond ur Velue,we anatie i pe

are at the heart of everything we do. Guided by
d purposeful action. Our Valt

ma

journey. It also defines how

. 8 Y performance of strategy is
N carean 5 negri {77 ) tmnovaton
m Respect Mp arky \ J
T g W

getting measured.

Our strategy

The quality and long life of our mineral assets
are the foundations of our global business.
We actively manage our asset portfolio
to improve its overall competitive position,
providing products that increasingly support
a fast-growing population and a cleaner,
greener, more sustainable world

Purpose

Re-imagining
mining to improve
people’s lives

Across every aspect of our business, we are
thinking innovatively about how we work to
ensure the safety of our people, enhance
our sustainability performance, and deliver
industry-leading margins and returns. We are
developing a replicable model of differentiated
practices and capabilties that is designed to

deliver superior value to all our stakeholders
@ Formors on Portiolio
@ ? § from assets that are in our hands.
® For more on nnovation
pages 28-4

Our people are critical to all that we do: we create working environments

and an inclusive and diverse culture that encourages and supports high

performance and innovative thinking. The partnerships we build, be

within Anglo American and with our stakeholders ~ locally and globally ~

are central to maintaining our regulatory and social licences to operate
and our sustained commercial success.

@ Formore on People
Saepaieea:

Capital allocation

Underpinning oL alue-focused

approach to capital allocati lear prioritisation.

@ Formore on Capital allocation
pages 50-5

Measuring delivery Safety and health Environment

o Socio-political
rin the £

of our strategy To do no harm to our minimise our impact
Wo tre ategic workforce on the environment
progress holistically ~ spanning nd
non-fi fnancial
performance - and thioughout Production
o based To sustainably produce P,
ing KPs that are based o mutchiobly b ® Forourkpls

n pillars of value:

Delivering sustainable value for all our stakeholders

@ For more on stakeholder engagement, see page |

o8 Anglo American plc Integrated Annual Report 2020

Anglo American Integrated Annual Report 2020, page 8

https://www.angloamerican.com/~/media/Files/A/Anglo-American

Group/PLC/investors/annual-reporting/2021/aa-annual-report-
full-2020.pdf
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Unilever is a multinational
FMCG company based in
the UK.

It is a good example for

directing company since i

« Comprehensive
code of conduct
covering several areas
including countering
corruption, respecting
people, safeguarding
information, stakeholder
engagement,

« Defines commitments

as well as what the
employees must and
must not do.

Avoiding Conflicts of Interest

Conflicts of interest can have a
significant negative impact o

>utation a
Unilever, its business and its

ene:

arise when an employee all
heir actual, p otential
personal, financial or non-financial
inte

eived

affect their objectivity

n performing their job at Unileve:
This Code Policy sets out what

employees mu:
t ge the:

Aconflict of interest may
disclosure is required, when

- hold investments other than in
publicly traded pension funds, index
linked or tracker funds that represent:

- substantialinterests ina
competitor, State controlled or
influenced entity, or any other third

Follow the same process ifthey are
interested in taking up, in a personal
capacity, a proposed directorship (or
equivalent) of another organisation,

Vision

- Create any liability for Unilever.
The employee must inform the other
organisation that they take up this
position on a personal basis, with no

Unilever and that any
thei

P
(5% of the net worth of any of these
entities)

- Anyinterest in a third party if
they, or one of their team, are
involved in engaging, monitoring
orinvestigating the third party's
per c

+ Hires, manages, or has an influence on
the workload, performance assessment,
reward

. ir int
such as personal values, beliefs,
welfare and political views to take

Unilever's lawful and

granting of Jor
of someone with whom they have a
close personal relationship.

- Accepts or performs a Public Official
role, or has a famil oraclose
personal contact who is a Public Official
with the ability to take decisions that
could impact Unilever business

- Has a close personal interest in the
business of competitors or other
third parties relevant to Unilever. This
includes cases where the employee,
their family members or a close
personal contact:

- work for or provide any services to
competitors or to any other third
parties relevant to Unilever's business

Unitover INTEGRTY

The Code

Contents

The Code and our Standard of Conduct

Our Framework

Amessage from Alan Jope

The Code of Business Principles
Living the Code

Legal Consultation

Responsible Risk Management
Responsible Innovation

Product Safety & Product Quality

Safeguarding Information

Protecting Unilever's Information
Preventing Insider Trading
Competitors’ Information
Personal Data & Privacy

Use of Information Technology

R

BUsINESS

i

The Code

Unillver Principles

fees i
i hold to Unilever
directorships and have not disclosed
them as part of the recruitment process
Must nots

The above disclosure requirements
excludes roles of school governors,
governing positions in amateur sporting

Employees must not:

. debate, vote,

of
employee lives.

from the Chief

process or activity when a conflict of

Legal Officer and the Chief Business

Integrity Officer, before becoming a

9
performance or objectivity at work

Musts

Employees must:

+ Ensure Unilever is best placed to benefit
from potential business opportunities

Ensure

interest exists or might arise before their
8. provids
clearance

+ Take, or divert to others, any business
opportunities that arise in the course of

do not:

- Detract them from their commitment
and contribution to Unilever
- Provide access to commercially
sensitive information concerning
actual or potential Unilever
it Code Policies on

. here

perceived or potential conflict of interest
to their Business Integrity Officer who

employee’s Line Manager

Ealr
Information); and / o

\g their job at could be
of interest to Unilever

+ Misuse their position in Unilever to
advance personal interests

+ Hire, contract or engage any individual
or organisation without ensuring they
are free of conflict of interest with
Unilever

« Hire o retain the services of former
Public Officials without following
Unilever's Principles on 'revolving

s

of Business
Principles.

of Business

Engaging

Countering
c Externally

ruption

Respecting
People

Glossary

Countering Corruption

Respecting People

Avoiding Conflicts of Interest Occupational Health & Safety

Anti-Bribery Respect, Dignity & Fair Treatment
Gifts & Hospitality

Accurate Records, Reporting & Accounting

Protecting Unilever's Physical & Financial

Assets & Intellectual Property

Anti-money Laundering

Glossary
Responsible Marketing Glossary
Responsible Sourcing & Business Partnering

Fair Competition

Contact with Government, Regulators &

Non-governmental Organisations (NGOs)

Political Activities & Political Donations

External Communications -

The Media, Investors & Analysts

Countering
Corruption

Respecting Engaging
People Externally Glossary

The company has shared its governance policy in its website:
https: //www.unilever.com/Images/code-of-business-principles-and-
code-policies_tcm244-409220_en.pdf, pages 2, 16



Sustainable Success Model®

Anglo American is a
mining company based in
South Africa.

CORPORATE GOVERNANCE It is a good example for

oversight responsibility of

boards since it:
Sound corporate governance is a critical foundation for protecting stakeholder

value and achieving the group’s strategic growth objectives. Our governance « Explicitly defines board
universe (below] illustrates how the pillars of value are governed via the four .

governance segments - board, finance, risk, and social and sustainable - in oversight structure for
support of the Amplats strategy and purpose. The elements in each segment sustainability,

are governed with appropriate processes, systems and resources to ensure we g
demonstrate the desired governance outcomes. . Defines oversight

BOARD GOVERNANCE T

The board is ultimately accountable for the governance universe and provides independent monitoring, guidance and oversight of responsibilities in four

the segments.

PILLARS OF VALUE _ GOVERNANCE UNIVERSE GOVERNANCE OUTCOMES main areas: board

BOARD GOVERNANCE

« Board structure « Board organi:
« Memorandum of ulture

governance, financial

Sionand governance, social and

FINANCIAL

il sustainable governance,

leadership

SAFETY AND HEALTH

/ and risk governance.
SOCIAL AND

SUSTAINABLE
GOVERNANCE : . n Good
nabiliy Purpose, \ . \ performance
SOCI0-POLITICAL . Weyand | strategy and |

\ values

FINANCIAL
GOVERNANCE

ENVIRONMENT

Effective
control

PRODUCTION Trust and

legitimacy

ss model and value-creation process

Amplats has adopted the principles and recommended practices in the King Report on Governance for South Africa 2016 (King IV).
The board reviews its governance practices annually and i satisfied that all aspects of King IV were applied in 2018.

Our King IV application register is available on our website.

96 Anglo American Platinum Limited Integrated Report 2018

The company has shared its governance approach in its website:

https://www.angloamericanplatinum.com/~/media/Files/A/Anglo-
American-Group/Platinum/our-approach/corporate-governance, page 1
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Coca Cola HBC is a bottler
in the Coca Cola network
based in Switzerland.
Their market coverage
contains countries in
Europe, Asia, and Africa.
They have operations in 28

countries.

Coca Cola HBC has shared
its board skills matrix in
its 2019 Integrated Report.
This skill matrix is a good

example since:

« It links business
requirements to
required board
qualifications, skills, and
experience,

« It shares number of
board members with

required skills,

» Business requirements
include building
community trust
through the responsible
and sustainable
management of

business.

24

9  COCA-COLAHBC

Board composition

Membership of the Board

On 31 December 2018, our Board comprised 13 Directors:

the Chairman, one Senior Independent Director, 10 non-Executive
Directors and one Executive Director. The biographies of each
member of the Board are set out on pages 900 95

At the Annual General Meeting on 11 June 2018, Zoran Bogdanovic
was appointed as an Executive Director of the Board,

General qualifications required of all Directors

Vision

CORPORATE GOVERNANCE REPORT

The Operating Committee, described on page 109, supports Zoran
Bogdanovicin his role as Chief Executive Officer

The non-Executive Directors, of whom six (representing half of the
members excluding the Chairman) are determined by the Board to be
independent. are experienced individuals from a range of backgrounds.
countries and industries. The composition of the Board complies with
the UK Corporate Governance Code's recommendation that at least
half of the Board, excluding the Chairman, comprise independent
Directors. There were no other changes to the Board or committee
membership during 2018

Coca-ColaHBC's Board Nomination Policy requires that each Director is recognised as a person of the highest integrity and standing, both
personally and professionally. Each Director must be ready to devote the time necessary to fulfilhis or her responsibilities to the Company
according to the terms and conditions of his or her letter of appointment. Each Director should have demonstrable experience, skills, and
knowledge which enhance Board effectiveness and will complement those of the other members of the Board to ensure an overall balance

of experience, skills, and knowledge on the Board. In addition, each Director must demonstrate familiarity with and respect for good corporate
governance practices, sustainability and responsible approaches to social issues,

Business characteristics Qualifications, skills and experience Directors
Our business is extensive and involves complex financial Experience in finance, investments and accounting 12
transactions in the various jurisdictions where we operate
Our business s truly international with operations Broad international exposure, and emerging 12

in 28 countries, at different stages of development,
onthree continents

of the world's leading non-alcoholic beverage brands

Our Board's responsbilities include the understanding and
oversight of the key risks we are facing, establishing our risk

arein place to effectively manage and mitigate risks
Building community trust through the responsible and

sustainable management of our business is an indispensable
part of our culture

®

and corporate governance requirements across anumber

of countries, as well as relationships with national governments

and local authorities

Our business involves the manufacturing, sale and distribution

appetite and ensuring that appropriate policies and procedures

Our business involves compliance with many different regulatory

and developing markets experience

Extensive knowledge of our business and the 8
fast-moving consumer goods industry, as wellas

experience with manufacturing, route to market

and customer relationships

Risk oversight and management expertise 6

Expertise in sustainability and experience 7

in community engagement

Expertise in corporate governance and/or 6
government relations

Coca-Cola HBC, Integrated Annual Report 2018, page 96

https: //www.coca-colahellenic.com/content/dam/cch/us/documents/
investors-and-financial/results-reports-and-presentations/reports/coca-
cola-hbc-2018_jar_ismar2o19.pdf.downloadasset.pdf



Sustainable Success Model®

REMUNERATION REPORT coummuco

REMUNERATION IMPLEMENTATION REPORT — JANUARY TO DECEMBER 2018

Executive pay

2018 has seen the gold price and share price
relatively stable, although remaining relatvely
low. Cost control remains a key imperative.
and the external market reflscted similar
challenges.

O benalf of AngloGold Ashanti, Mercer
conducts an annual bespoke survey of
execulive remuneration. For 2018, Remco
reviewed the comparator group against
AngloGold Ashantito ensure that changes

in the market had not led to variances that
made the current matches inappropriate.

The review consisted of a detalled analysis of
companies who ft was felt were appropriate
for inclusion in the benchmark.

‘Anglo American Platinum Limited

Barick Gold Corporation

+ Al benefis received by
Mr Venkatakrishnan terminated as at
30 August 2018 These included BUPA

* Apro rata sign-on cash bonus in
liw of is previous company's 2018
performance year that would have.

‘Goldoorp Incorporated
Gold Fields Limited

Pension Scheme membership

Harmony

Implats

Kinross Gold Corporation

‘Sibanye-Stilwater
Southa2 Limited
Yamana Gold Incorporated

1n 2018, the January annualincreases resuted
in each member of the executive managorment.
team receiing an increase in ine wih the CPYin
thei respective jurisclictons. This is in e with
increases for al AngloGald Ashanti employees.

1n 2018, Mr Srinvasan Venkatakrishnan resigned
a5 Chiof Executive Offcer sfective 30 August
2018, and Mr Kehin Dushnisky was appointed
as his repacement on 1 Seplember 2018, The

roup were ranked n terms of a number of
critria selected n areas which were, aligned
with AngloGold Ashanti. The table below
summarises the final comparator group,

INTESRATED REPORT

ont
‘and M Dushisky s as follows:
Mr Venkatakrishnan recelved the standard
payments as per policies currenty in place
for resignations at AngloGold Ashanti

REMUNERATION REPORT cavmuco

REMUNERATION IMPLEMENTATION REPORT — JANUARY TO DECEMBER 2018 covmueo

allvested
Shares priorto his official last day of work.
Any unvested shares lapsed, as per the
ules of the scheme.

Mr Kelvin Dushnisky was appointed on
the folloving terms:

+ Basic salary of USS 1,300,000 per annum

2019 valued at US$
800,000, Should Mr Dushisky leave
the employment of AGA within 24
months from dte of jining as a resut
of resignation or dismissal for cause, he
will b liable to refund the Company on a
pro-rated basis

« Prior company share buy-out valued at
USS 4,200,000, This will vest in cash and
shares per below vesting periods:

+ Medical aid insurance through BUPA 1 January 2019
1 January 2020
+ International o -
mermbership Total

1 January 2019 1,400,000 20,188,000 175877
1 January 2020 700,000 0,094,000 8793
T January 2021 700,000 70,094,000 7930
Total 2,800,000 40,376,000 351,755

Exchange rate: 1 USS: 14.42 20

JSE 5y WWVAP prir to 1 Septamber 2076: 1147645,

verleal represents
2018 and 2017. 1t

offcer remuneration for

‘comprises an ovenview of all the pay elements received by the executive.

management team for the 12-month periods ended 31 December 2018

1 December 2017 respectively.

Financial Relative total shareholder returm: thoe year rlative ranking with the selocted 10.00% 000%  Medin TSRof Halfway betwesn median Upper quartie TSR of
asures comparator group. The comparalors are: Barrick, Gold Fields, Harmony, comparators and upper quartie comparators
Nemont, Kinross, Goldcors, Gold ETF (World Gold Council SPDR
classifcation), Randgold, Newcrest and Sibanye-Stlwater
‘Absolta otal shareholder return 1000% 633%  USSCOE USS COE + 2% USS GOE + 6%
Normalsed cash return on equty (1CROE) 15.00% 2250%  USSCOE USS COE + 2% USS COE + 6%
Production 12:50% 16.69% 328502 (000) 335002 000) 342502 000)
15,00% 2250% _ $1.088/0z $1071/0 1.0
625% 936% Py Plus 3.9Moz
Minoral Resourco (pro-doplotion, as acqustions) 625% 000% o Plus 12.8Moz s
‘Safety health,  AIFF: thee-year roling average. 200% 600% 5% performance 0% performance  =15% performance
environment and improvement 651 improvement (6.15)
community.
Mejor hazard management crial control percentage compiance 3.00% of malor hazrds  959% of major hazards
fied, ass: identfed, assessed and  identiied, assessed
and controlled controlle. and controlled.
Safety management systems and practices protocol 3.00% 436%  75%-complantto  B5%- proaotve maturfy 90% - proactive fo
proactive maturity level level resient malurty level
h - ste complance to the g 1.50% 1.95% o b cony
wellness and finess for work standard
‘Completion of bowte ik asssssments per region, including identfication of 1.50% oo 1 2 3
crticalcontrols and actions managed o cosure
Number of reportable environmental ncidents at operating mines 1.50% o 2 o
Gr . measured 1.50% 225% 0% ofibase 0.6% offbase 15% off base.
inkg C0aftome
‘Communty: number of human rights viciations. 200% 300%  =2human ights =1 human rights 0 human rights
voltions. vilations violations
Number of b 200% 000% 5 '
Core value: ured by the number of 2.00% 300% T 1156 16s
People. take up a i within one year for dentied key eadership positons.
Key staf rtention - measured through furnaver excuding etrenchmants, 200% 242%  8s%pa 90% pa 5% pa
elrements and deaths vithin the eadership taent pool
Gender diversity ~ measured through female representation at % % 13% fomale 15% fomale 17% fomale
leadership level representation ropresentation reprosentation
Total 100% 108.9%
INTESRATED REPORT m

AngloGold Ashanti, Integrated Report 2018, pages 170, 177
http: //www.aga-reports.com/18 /download /AGA-IR18.pdf

AngloGold Ashanti is a
mining company based in
South Africa. AngloGold
shared its compensation
policy in its 2018
Integrated Report.

The stated policy is a good
example since it:

« Links executive
compensation to safety,
health, environment,
and community targets
(28 metrics accounting
for 20% of total
remuneration) as well as
people targets (3 metrics
accounting for 5% of
total remuneration),

« Provides threshold,
target and stretch
measures as well as
achievement against
those targets for
multiple metrics under
each sustainability area,

» Benchmarks executive
compensation against
benchmark groups
and provides a list of
benchmark companies

within the industry.
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What is your Philosophy?

Define Purpose, Mission, Vision,

Values, and Principles

Purpose, mission, vision (fundamental concepts) sets the direction of the

organization. When direction has been set, efficient resource allocation

could be achieved.

SSM'’s Recommendations

Fundamental concepts:

« Needs to be concise, defined with a holistic perspective and could be

understood by all stakeholders,

« Vision needs to be realistic, measurable, and challenging.

SSMrecommends defining purpose, mission, and valuesin acomplementary
manner so that the organization would be able to communicate its
characteristics and differentiation from its peers as stated in EFQM 2020

Model and IR approach.

SSM'’s Implementation Approach

SSM defines the fundamental concepts in a participatory manner.
Workshops are key in receiving input from both the upper management
and the staff. Workshops would help to gain acceptance of fundamental
concepts by all parties in the organization. Fundamental concepts must
be concise. Determining the purpose, mission and vision, and values and
explaining their meaning and how they could be adopted into the business
processes need to be communicated for clarity of understanding by all

parties in the organization.



Define Value to be Created

Value should be defined with a long-term vision and perspective.

Wider long-term perspective would allow organizations to understand the
ecosystem and trends better. That would enable to improve the quality
of decision making and effectiveness of strategic planning with a value

creation perspective.

SSM'’s Recommendations

Organization needs to prioritize designing and implementing its value

model that aims to increase and to preserve its inputs of six capitals.

Created value needs to be clarified through showing outcomes and impacts
besides the outputs. Value needs to be created in the short, medium, and
long term. Connection between created value and 6 capitals must be
formed. IR approach emphasizes that preservation of 6 capitals is important
for a sustainable future. EFQM 2020 Model’s Sustainable Value Creation
component supports defining short, medium, and long term value of your

business.

SSM'’s Implementation Approach

SSM defines the main processes of the organization based on organization’s
strategy, cultures, and internal dynamics. Relationships and connections
between G capitals and main processes are formed to define a value
creation model. Value to be created in short, medium, and long term and its
relationship with SDGs are defined

27
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Define your Governance Model

Governance model is one of the most important components for structuring
an organizational structure. When the board has been structured according
to the value creation model of the organization the value creation journey

would be effective and quicker.

SSM'’s Recommendations

Board must provide effective direction and oversight for achievement of
sustainable success and value creation by the organization. Effectiveness of
the board is highly correlated with the board’s structure. (EFQM 2020 Model
considers this issue in Purpose, Vision and Strategy, Design & Implement
a Governance & Performance Management System criterion). Diversity
(Gender, Age, experience, geographical, race, education, etc.) is important
in board structuring. Board skills matrix must be developed based on its
long-term value creation strategy. Board must be structured in such a way
that it could behave as a team. Board composition approach, board skills

matrix and authority matrix would help to enable to form an effective team.

SSM'’s Implementation Approach

When determining the structure of the executive board, SSM takes the
organization’s value creation model, main processes, as well as the expertise
and diversity of the board members into account. By drawing out a skills

matrix of the current state, key improvement areas are identified.

Board committees are important in directing the executive team and
improving the quality of decision making both in the board and the
organization. The goal is to achieve a holistic success for the application
of the model by creating committee charters that involve workstreams and

skills matrix for every part of the organization.



Define your Ecosystem and Stakeholders

Organizations need to mobilize others’ resources when they perform their
operations. When the ecosystem and stakeholders have been defined with
a holistic perspective, this could help to develop relationships with key

partners. Such an approach could enable us to gain trust and reach others’

resources.

SSM'’s Recommendations

Organization needs to consider others’ resources when designing a value
creation model besides its own resources. Ecosystem definition must
cover all stakeholders with close or distant relationships. This approach
would help to define, plan, and design a holistic perspective to improve
relationship capability of the organization in short, medium, and long term.
EFQM 2020 Model prioritizes ecosystem understanding & management.
It states that the ecosystem must be defined in the widest possible terms
for managing and following the performance. Value creation could be
successfully achieved if definition of resource and relationship base have

been defined in a holistic manner.

SSM'’s Implementation Approach

According to SSM, the ecosystem is an integral part of how organizations do
business. Stakeholders are categorized as either close circle or wider circle.
The impact on the ecosystem is considered when developing the value
model. Value proposition, relationship strategy, and purpose of engagement
are clarified for each stakeholder group. Measurement and performance

structures are built based on this holistic perspective of the ecosystem.
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Define and Align your Business Model
with the SDGs

Organization’s business model has the capability to create value for all
stakeholders and the planet as well. SDGs are the potential improvement
factors for a sustainable planet. When an organization aligns its strategy
and business model with SDGs it would be able to help to improve the state

of the world for a sustainable future, improving trust to the organization.

SSM'’s Recommendations

Value needs to be defined to the greatest extent as possible for creating it
for all. SDGs could be a good guide in achieving this purpose. Alignment of
SDGs with strategy and business model would help to define the ecosystem
and relationships that need to be developed throughout the ecosystem.
Both IR approach and EFQM 2020 Model support adapting a broader
perspective in conducting activities. Alignment of SDGs to strategy would
allow us to understand the relationships between 6 capitals of IR and
SDGs. SSM recommends developing a holistic and consistent approach in
resource allocation, target setting, defining a business model with a broader

perspective to achieve sustainable value creation.

SSM'’s Implementation Approach

SSM specifies value and SDGs in the “vision” stage rather than the
“reporting” stage, as according to the model, these concepts should shape
and steer business processes from the start. In SSM, the value model, SDGs,
vision, strategy, and targets are defined while considering the alignment
of these items with each other, organization’s capabilities, and resource

requirements.



Share your Experiences,

Invest on your Intellectual Capital

Institutions increase their level of maturity in their life cycles, experiences
at every stage form the foundations of corporate culture. Accumulating

experiences and bringing them into the corporate culture makes the

development and learning ground strong.

SSM'’s Recommendations

For the development of intellectual capital, positive and negative experiences
should be considered as learning tools as well as R&D and P&D studies. In
order to achieve this and ensure sustainable success, resources and priorities
should be allocated to developing content, producing case studies from in-

house experiences, and creating records, documentation and archives.

SSM'’s Implementation Approach

We have developed a key tool for long-term success with SSM, and we invite
you to share your own experiences and practices that you can present as

good examples with us:

info@arge.com
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GOVERNANCE

VAT U E

Vision Approach Learn Unify Ecosystem

Integrated EFQM 2020 Model Int\‘,eﬁf(:e‘j
Thinking Sustainable Development Goals Reporting

Approach

7
Define your
Strategy
v
8
Define your
Organization
Structure
v
9
Define your
Process
Hierarchy
v
10
Define Resource
Management
Approach
v
11
Define KPI Set,
Performance
Management and
Reporting Structure
v
12
Share your
Experiences,
Invest on your
Intellectual Capital
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APPROACH

Approach is the component where strategy of the organization
has been developed and implementation methodology has been
determined. Purpose, mission, and vision would guide and
shape the strategy development, as well as the organization and
its business processes. Strategy defines the alternatives and
the ways that would create value in short, medium, and long
term. Experience shows that when purpose has been aligned
with strategy and activities, every employee considers purpose
and values in her/his decision-making process. Which is key for

successful and responsible business conduct.

Strategy formulation and value creation priorities must be set
with a long term and holistic perspective. Such an approach

would help:

« to work with right partners,

« to develop more sustainable practices,

« to monitor technological and social trends,

« to develop effective communication and engagement
with stakeholders which would improve the alighment of

cooperative decision making and value creation capability,

- to take early action and deal with faced challenges.

Expanding the vision and timeframe perspective, monitoring
and following the social trends and technological changes,
involving stakeholders in decision making processes would
strengthen the value creation capability of the organization and

trust to the organization.

Strategy development process starts with materiality analysis

and stakeholder engagement.

Material matters are the factors that affect an organization’s
value creation capability in short, medium, and long term.
Quality of strategy and decision making would improve when
an organization has an awareness regarding material issues.

This would help organizations to focus on material issues and

Hakan Kilitcioglu
talking about
Approach

Scan the QR code with
your mobile phone’s

camera or simply visit

https://arge.com/en/

videos/sustainable-success-

model/approach
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Magnitude of impact
on organization
strategy, business
model, value creation
capability would be
useful in prioritizing
the material factors.

Approach

allocate resources accordingly. Materiality could be determined

by using following process’:

Identification of Material Issues

Issues that need to be considered in materiality determination

process are%
« Identify factors that substantially affect value creation
capability of the organization,

« Link these factors to the organization’s strategy, governance

approach and performance management system,
« Understand importance of these factors for key stakeholders,

+ Understand the risks and opportunities related to purpose,

mission, vision, strategy, business model, etc.,

. Form the basis for board discussion.

Evaluation of the Impact

Second step in the materiality determination process is
evaluating the importance of factors. Magnitude of impact on
organization strategy, business model, value creation capability
would be useful in prioritizing the material factors. When
evaluating magnitude’:

« Quantify the impacts when possible,

« Use qualitative measures if the impact could not be qualified,

« Understand the impact on strategic, financial, operational,

regulatory aspects,
 Understand the nature of impact, internal or external,

+ Understand the time frame of the impact.

1 Materiality in <IR> Guidance for preparation of Integrated Report, IFAC,
November 2015, p 13

2 Materiality in <IR> Guidance for preparation of Integrated Report, IFAC,
November 2015, p §

3 Materiality in <IR> Guidance for preparation of Integrated Report, IFAC,
November 2015, p 17
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Prioritization of Material Issues

Third step is determining priority for each material issue.

« Prioritization process should be conducted based on the

magnitude of the impact.

« Material issues include both risks and opportunities.
Therefore, they will guide organizations in determining risk
management and mitigation strategy and at the same time
they will direct organizations to develop mechanisms and

strategies to benefit from opportunities.

Board’s involvement in the materiality determination process
is important. One of the Board’s main responsibilities is giving
direction to the organization. Opportunities and risks are the
main drivers in the strategy development process. Therefore, the
board should approve material issues to develop the business

model and an effective strategy.

Effective stakeholder engagement would help align stakeholders’
needs, expectations to the organization’s goals and strategy.
Effective stakeholder engagement would help build a consensus

between parties which would improve trust to the organization.

Stakeholder engagement is a continuous cycle rather than
one-off events which must be repeated in regular intervals.
A meaningful stakeholder engagement which is important for
building trust and getting insights in developing organization’s

strategy, has 7 steps*:

Monitor & ng Plan

Evaluate ‘
Respond & Understand
Implement
Internal

Consultation

W Building 4
Trust

Preparation

4 Stakeholder Engagement: A Road Map to Meaningful Engagement, Neil Jeffry,
Doughty Centre, Cranfield School of Management, July 2009, page 9

GOOD EXAMPLE

See Aveng in page 47.
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A meaningful
stakeholder engagement
which is important

for building trust

and getting insights

in developing
organization’s

strategy, has 7 steps:

36

Approach

e Plan: Prioritization of stakeholders and identifying the

objectives and issues to address.

Understand: Understanding the needs, expectations of
stakeholders. Understanding the motivation, urgency

of expectations, and legitimacy of their demands.
Understanding the relationship between stakeholders’
needs and expectations and organization’s business conduct,

business model and strategy.

Internal Preparation: Dedication of time, human
resource, and effort for stakeholder engagement process.
Identifying the ways of communication and conversation,
win-win issues. Building consensus on the commitment
of engagement and boundaries for organization and

discussions.

Building Trust: Understand the level of trust of each
stakeholder group. Develop a strategy for building trust
before engagement. Provide information regarding
engagement topics to stakeholders before the engagement
process so that they could understand the holistic picture and

make necessary preparation for a fruitful consultation.

Consultation: Consultation needs a fair representation, the
process must be a two-way communication. Parties should
be able to communicate their positions to each other in a
balanced way. Organizations must be ready to be responsive
to the issues and be realistic in negotiations with possible
trade-offs of expectations, needs and objectives. The topics
must be material to economic, social, environmental and
governance risks of organization. Consultation could be
handled through different engagement techniques or
combinations of them like focus groups, interviews, surveys,

workshops, etc.

Respond & Implement: Aligning the outputs of stakeholder
engagement process to the organization strategy and

business plan as agreed in the process.

Monitor and Evaluate: Knowledge management is critical
for capturing information and creating a learning cycle.
Transparency both internally and externally is important

for dissemination of experience and building trust.
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Communicating the performance regarding issues of
engagement to the internal and external stakeholders in
regular intervals is key. Considering a wide range of views in
assessing performance could help to improve performance
and allow us to understand success from different
perspectives. Documenting and evaluation would allow us to

make a cost benefit analysis.

EFQM Model and Integrated Thinking are two enablers

of a meaningful and effective stakeholder engagement

process. EFQM’s stakeholder engagement approach supports

meaningful stakeholder engagement. The approach states that®

the organization:

Identifies the specific types and categories within each of its

Key Stakeholder Groups

Uses its understanding of Key Stakeholders needs and
expectations to achieve continued engagement (useful in

strategy development)

Involves Key Stakeholders in deploying its Strategy and
Creating Sustainable Value and recognizes the contributions

they make (useful in strategy development)

Builds, maintains, and further develops the relationship
with Key Stakeholders based on transparency, accountability,
ethical behavior and trust (useful for monitoring and

effective communication)

Works with its Key Stakeholders to develop a common
understanding and focus on how, through co-development,

it can contribute to, and draw inspiration from, the United
Nations Sustainable Development Goals and Global Compact
ambitions (useful in strategy development and alignment to
SDGs)

Actively gathers the perceptions of its Key Stakeholders
rather than waiting for them to make contact. (useful in

strategy development)

Evaluates its performance in relation to Key Stakeholders

needs and decides on the appropriate actions to be

The EFQM Model, EFQM, 2019, page 16

EFQM Model and
Integrated Thinking
are two enablers of
a meaningful and
effective stakeholder
engagement process.
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See GFL in page 48.

Approach

taken to help secure its future, as perceived by these Key

Stakeholders. (Learning from experiences).

Integrated Thinking approach also supports meaningful

stakeholder engagement®.

Stakeholders provide useful insights about matters that are
important to them, including economic, environmental and
social issues that also affect the ability of the organization to

create value. These insights can assist the organization to:

+ Understand how stakeholders perceive value

« Identify trends that might not yet have come to general

attention, but which are rising in significance
« Identify material matters, including risks and opportunities
« Develop and evaluate strategy
« Manage risks

« Implement activities, including strategic and accountable

responses to material matters.

Integrated  Reporting  Framework  emphasizes  that
implementation of an integrated thinking approach would
enable inclusion of stakeholders’ views to the business conduct
of the organization. Integrated Report enhances transparency
and accountability that build trust to the organization. Integrated
Reporting would allow organizations to show and communicate
how stakeholders’ needs and expectations have been considered
in strategy development, decision making, action plans, and the

performance regarding all these issues.

Materiality analysis and stakeholder engagement would be useful
in understanding the ecosystem, expectations of stakeholders,
trends in the market, and value creation opportunities for the
stakeholders. These insights would help shape the strategy

making process.

The next step in strategy making is to define the goals of the
organization based on purpose, mission, vision, trends in the
ecosystem, and expectations of the stakeholders. When the goals

have been defined, the organization must conduct a gap analysis

6 International <IR> Framework January 2021, page 28



Sustainable Success Model©

regarding the capabilities in resources, human resources,
production systems, organization structure, innovation and
service delivery capabilities to realize before setting the goals.
The output of gap analysis would guide the design of a business
model. Implementation of the business model would create
outputs (products and services) and outcomes (the impacts
created on the organization, ecosystem, stakeholders, and
resources). Business model would enable the execution of

strategy, achieve the goals and value creation for all.

Strategic initiatives need to be designed in a holistic perspective.
Organization’s policies and action plans must be implemented
in all operational geographies, including its supply chain.
Organizations must guide and develop their supply chains to
improve their resilience to shocks, so that they could be able to
operate even in shocks without interruption. Such a position is
key in creating value for its customers, stakeholders, and society.
Such an approach will improve the resilience of societies and
economies and improve the trust to the organization which is
important for business continuity and success. Such an approach

would also help align and improve the ecosystem.

Leaders of the future are fully aware of the fact that managing
and improving only their own operations is not enough for the
sustainability of value creation. Therefore, they have to focus
their attention and resources not only on their own operations,
but also on influencing their stakeholders and even shaping
the emerging trends. Improvements in the supply chain enable
the sustainability of business, society, and the planet. Leaders
of the future will be those who have such a broad perspective
and consider the impact of their decisions not only on their own
companies but also on their supply chains and all the impacts
of their decisions, including the externalities. In the long term,
all externalities come back to have a significant impact on their

own organizations.

SDGs can be utilized as a tool to connect business strategies
with global priorities. SDGs have a significant impact on the
environment and social structure in which business will operate
in the future. The SDGs present an opportunity for business-led

solutions and technologies to be developed and implemented

GOOD EXAMPLE
See Mitsubishi Heavy

Industries in page 49.

GOOD EXAMPLE
See General Mills

in page 50.
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See Linde in page 5I.

MANUFACTURED

INTELLECTUAL

SOCIALAND
RELATIONSHIP

Approach

to minimize negative impacts and maximize positive impacts
on people and the planet. Businesses can serve as role models
to spark collective action towards environmental sustainability,
social development, and good governance. A good method of
embedding SDGs to the business strategy could be to focus on
SDGs that organizations could make an impact, link organization
strategy to SDGs, prepare action plans and communicate them,
quantify performance for stakeholders, and report on progress
publicly to the benefit of all stakeholders. This approach will
create value for the business and ecosystem by utilization of

opportunities.

The model recommended by Integrated Reporting Framework
could be a useful in designing the business model’. The model

defines the inputs as six capitals:

EXTERNAL ENVIRONMENT

PURPOSE, MISSION, VISION

GOVERNANCE

—E&»>

==
=

SOCIAL AND
RELATIONSHIP

STRATEGY AND
RESOURCE ALLOCATION

RISKS AND
OPPORTUNITIES

BUSINESS MODEL

BUSINESS

ACTIVITIES OUTCONES
(POSITIVE AND
INPUTS NEGATIVE OVER THE
'SHORT, MEDIUM
/AND LONG TERM)

OUTPUTS

PERFORMANCE

N

N

N
N
N

N

VALUE CREATION, PRESERVATION OR EROSION OVER TIME

A 4

o Financial Capital: It is the funds that are needed to conduct
its operations, implement its strategy, and value creation
model. These funds could be equity, debt, retained earnings,
grants, etc.

e Manufactured Capital: Physical goods that could be used
to conduct its operations such as buildings, machinery and

equipment, vehicles, infrastructure, etc.

7 International <IR> Framework January 2021, page 22
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o Intellectual Capital: Organization’s knowledge-based
intangibles, know-how such as patents, rights, software,

trade secrets, systems, protocols, procedures, models, etc.

e Human Capital: Employees, their competencies, skills,
capabilities, experiences, motivation to develop and to

innovate, etc.

e Social and Relationship Capital: Institutions and
relationships between and within communities, groups,
stakeholders, and ability to share information to enhance
individual and collective wellbeing. This includes social
license to operate, trust, relationships, common norms and

values, reputation.

e Natural Capital: All renewable and nonrenewable
environmental resources that organization needs to conduct
its operations in the past, current time interval and the
future. This resource could be water, land, minerals, air,

forests, biodiversity, ecosystem services, etc.

Implementation of the business model would transform the

inputs to outputs and outcomes which are the value to be created.

Organization’s strategy shapes the organization’s structure and
sound organization structure enables effective implementation

of the business model.

Design of business processes is the first step in designing the

organization’s structure.

Related business processes are combined under functions.
Organizational structure would be formed based on that

architecture design approach.

Each process has been conducted by numbers of people with
different job descriptions. Each position in every level of

organization needs different competencies and skill sets.

GOOD EXAMPLE

See Telkom in page 52.
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A successful organization design must contain definitions of
required competencies and skill sets in the organization for
each position so that the business model could be implemented
in a desired manner. Competencies and skill sets would shape
recruitment, human resource development, career planning and

performance management systems in the organization.

Related business processes are connected to form units, units are
connected to form departments and departments are connected
to form functions. Decision making authority of each level in the
organization needs to be determined for effective functioning

and eliminating chaos in the organization.

Each organization must design the right form of structure to

implement their strategy and achieve their targets.

Different perspectives affect the formulation of an organization’s

structure. Fundamental concepts of organization structure

design are:
CONCEPT PERSPECTIVE DESCRIPTION
Strategic Visionary A visionary leader motivates people to move in the
Direction Leadership direction of her/his vision to achieve the targets.

Authoritarian Authority, and job description of each level in the

Leadership organization has been clearly defined, decisions have
been made mostly in central manner.

Participatory Decisions have been made in participatory manner to

Leadership consider all critical information form bottom to top of
the organization.

Organizational | Entrepreneurship Creativity, and initiative taking have been promoted in
Culture this approach.

Teamwork Transparency, openness, collective problem solving
and collective action taking have been encouraged and
promoted in this approach.

Competitive Competition between people has been encouraged
and promoted in this perspective where the stress is
high.

Disciplined Risk minimization, quality concerns, continuous
improvement is key in this perspective.
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CONCEPT PERSPECTIVE DESCRIPTION

Oversight & Human Centered Professional standards, ethics and values, and high

Accountability employee engagement are important. Mostly utilized
in creative organizations where it is difficult to follow
the relationship between inputs and outputs.

Financial Results Competitiveness is important. Success has been

Oriented achieved with a decentralized decision-making
approach. Performance is the most important control
mechanism.

Operational Process analysis, key performance indicators,

Results Oriented management by goals is important. Job description,
authority limits and responsibilities are clearly
defined.

Competency Institutionalization | Competencies of organizational systems are more
Development of Process Based important than employees’ competencies.

Intellection Capital

Development of Employee engagement is important, and the focus is

People from Inside | development of employees.

of Organization

Attraction and Closely following ecosystems and attracting best

Retention of Talent | talent is the focus. This approach is more common in
growing organizations.

Outsourcing Utilization and management of best talent in all
processes of the organization is prioritized. This
approach has been observed in high growth, project
based, and high creativity required organizations.

Relationship Customer Long term customer relations are important for
Management Relations is sustainability of the organization.

Prioritized

Competitiveness
of Organization is
Prioritized

Competitiveness, market share and closely
monitoring the competitors are important for the
success of the organization.

Relations with
Business Partners
are Prioritized

This approach is observed in organizations with
partnerships in different geographies, organizations
that have licensing agreements and joint ventures.

Relations with
Regulators are
Prioritized

This approach is observed in industries where
regulators are dominant in decisions related to
markets such as energy, telecom, etc.
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Aligning incentives
with the critical

goals needs to be a
fundamental focus

of the performance
management systems.
Board needs to focus on
this issue for executive
compensation.
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Management responsibility of organizations has been widened
due to dissemination of operations to greater geographical
areas, changing relationship dynamics, multi capital approach,
and increased communication requirements to deal with the
stakeholders and influence the trends. Organizations use
committees, agile decision-making structures to manage their
businesses. Organizational structures have started to be more
flexible and top management roles are changing from directing
to coordinating and influencing. Sustainability issues need
to be handled by different business units and departments to
be effectively managed. In such a case agile team structures
become more common in managing similar issues. Effective
management of new structures need high quality human
resources with adequate competencies. Talent management
is one of the most important priorities for building successful
organizations. Sustainable Success Model® recommends
organizations to use these concepts and approaches to design
the best suited organizational structure for implementing their

strategy and creating value in short, medium, and long term.

After an organization has been structured; responsibilities,
positions, job descriptions, authorities, competencies, and
skill sets need to be determined. Organization’s goals must
be assigned to functions. Each function must assign these
goals between its units and define sub goals, and each unit
must assign these goals and define its sub goals for its human
resources for successful implementation of strategy, business
model, and value creation. Aligning incentives with the critical
goals needs to be a fundamental focus of the performance
management systems. Board needs to focus on this issue for

executive compensation.

Please refer to hitps://arguden.net/en/article/right-reward-for-right-
performance/ for further details on how to establish the right rewards
for the right performance.

Tools like Balanced Scorecard would enable achieving and
implementing integrated thinking in the organization. These

methods are important for strategy development.
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Balanced Scorecard is a strategic planning and management

system, it has been used to®:

« Communicate what they are trying to accomplish,

« Align the day-to-day work that everyone is doing with
strategy,

« Prioritize projects, products, and services,

« Measure and monitor progress towards strategic targets.

Balanced Scorecard methodology has common characteristics
with Integrated Reporting and integrated thinking. Both assume
financial and non-financial measures must be considered to

understand the value created and achievements of the strategy.

Key Performance Indicators (KPIs) —set of quantifiable measures
that are used to follow an organization’s performance against its
strategy and goals— would show the trend of the performance. It
could also be used to compare the performance with its peers as
a benchmark. KPIs are important in dissemination of integrated

thinking approach within the organization.

Balanced Scorecard and EFQM relationship and complementary
have been explained’. It has been stated that both models’ main
aim is to improve the organization’s performance and value

creation capability. Both models aim:
« Communication of strategy throughout the organization to
create a common vision and understanding,

« Clarification of responsibilities and authorities of each team,

committee, unit,
« Improvement of competencies,
« Deployment and strengthening learning culture,
« Process management approach,

« Transparent decision making, performance management

and monitoring systems,
« Effective feedback mechanisms for strong learning process,

« Rewarding good performance.

8 hitps://balancedscorecard.org/bsc-basics-overview

9 Balanced Scorecard, Dr. Yilmaz Argiiden & Dr. Engin Sagdig, Prof. Robert S.
Kaplan & David P. Norton, ARGE, Publication No: 1, 2000

KPIs are important
in dissemination of
integrated thinking

approach within the
organization.
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GOOD EXAMPLE
See Linde in page 53.
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EFQM Model and Integrated Thinking Approach form the
basis of strategy making process while Integrated Report is an
effective communication tool to communicate the value creation

process with its story.

Integrated Reporting and integrated thinking enable a holistic
perspective in developing organizational strategy while EFQM
improves the effectiveness of implementation of strategy and
processes. Therefore, it could be said that Integrated Reporting
and integrated thinking and EFQM model are complimenting
each other in supporting and strengthening value creation of

organization.
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Materiality

Aveng has a well-established process to identify, evaluate and manage
risks and opportunities.

o short,

Stategy thereby ensbling the Group 0 crea vaue,

Our three-stage material matters.
determination process is guided by the
International Integrated Reporting
<IR> Framework:

identified

Materiality conines

« Communites

During 2019, ourstakeholder engagement plan focused on:

WHAT THEY EXPECT OF US

FIRSTLNE

SECOND LN

> evawuamne meormance of warrens wewnren

inpacton  Lossofpuft  Delaysin Logal  Envroomental  Repulatonal
thosablyof orincreased  achieving  ramifcatons  impact ‘Gamage
poople  caplalcost  siratagic
objectves
Improbable  Unlikely Possiblo Probable  Highly likely
0% - 3% S3-10%  >10%-30%  >30%-60%  >60%-<100%

P> pronmsmoar

Aveng Integrated Report 2019, p 18-21 https://aveng.co.za/pdf/

investors/annual-reports/2019 /aveng-iar-2019.pdf

Aveng is an infrastructure,
resource and mining
company based in South
Africa.

The company conducted
its materiality
determination process
according to the above
recommended approach
and communicated it in its
2019 Integrated Report.

The process has been
shared transparently and
all actors who took part in
this process could be seen.
Therefore, responsibility
and accountability of actors
could be understood by

all stakeholders. Such an
approach improves trust to
the organization.
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Gujarat Fluorochemicals
Limited is an Indian

company.

The company identifies
the relevant value
proposition, explains
why the stakeholder is

important to the company

for each stakeholder group.

It also explains why the
company engages with
these stakeholder groups.
These issues shape their
strategy, business model
and actions in their value
creation journey in short,

medium and long term.
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Sakahotde Engagement T

Stakeholder engagement for GFCL

is a continuous process adopted by
us to communicate, consult and to
understand our stakeholders better —
what they want and why they want it.

customers Suppliers Employees

Stakeholder Engagement

f
£
§
;
H
E

Key ESG concerns

Capitat
inkage

GFL Integrated Annual Report 2019-20, pages 24-27
https://gfl.co.in/upload/pages/aef739c2bdazerbecbd7b2oo4cagg43ad.pdf
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> Recent Business
Structure Reforms

Mitsubishi Heavy Industries Integrated Report 2019, pages 4-5
https: //www.mhi.com/finance/library/annual/pdf/report_2019.pdf

The above table communicates what the company wants to
achieve and how it intends to get there. It highlights how it aims
to realize its future vision through implementing structural
reforms, gaining organizational buy-in in order to improve its
resilience to risks and align its corporate culture with its strategic
priorities. It reveals the length of various business reform
initiatives and communicates key priorities. These priorities
have been determined by analyzing the ecosystem, stakeholders’

needs and expectations, and the company’s capabilities.

The business plan diagram of Mitsubishi Heavy Industries uses
bar charts to effectively communicate how the business plan has

successfully led to growing revenue.

Mitsubishi Heavy
Industries is a production
and engineering company
that has operations in

fields such as shipbuilding,

transportation systems,
commercial aircraft, and
power generation systems,
to space systems.

The company has been
making changes in its
strategy since the 2010
Medium term Business
Plan.

The group has been
promoting business
structure reforms,
transitioning from a
business works structure
to a business portfolio
management structure
that centers on strategic
business units (SBUs).

At the center of that
strategic change are
globalization, gaining
organizational strength
for growth, and cash flow
management.
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General Mills is an
American food company.

The company is aware that
its business depends on
earth and its resources.
Threats to land, water and
climate affect their ability
to produce food to feed
the growing population
and sustainability of their
business.

General Mills believes

that focusing only on their
production activities is not
enough to be resilient.

It states that “preservation
is not enough; we need to
regenerate natural systems
to survive”.

The company has started
a new program to advance
regenerative agriculture
practices on one million
acres of farmland by 2030.
It is committed to do right
things for the planet with
its partners. The company
assigned goals to its
material issues covering
their supply chain.

It reports the performance
and the trend with three
years data.

OUR PLANET

Four-phase approach to sustainable supply chain water use

PHASE?
Analysis and
action planning

neral Mills' priority watersheds

—
7 "\i\:‘

Rio Grande/

Rio Br:

San Joaquin Y

‘Growing region (airy,

South

Florida Basins

Growing region (sugarcane)

Science-based goal: Reduce sbsolute.
GHG emissions across our full value
chain by 28 percent by 2025 (compared
10.2010). Our longer-term goal s to
achieve sustainable emission levels in
fine with scientific consensus by 2050,
Performance: In 2017, our GHG.
emissions footprint decreased 11 percent
compared to 2010, while net sales rose
6 percent. This refiects sales of lower
GHG emissions intensity products,

as well as improved efficiency in
manufacturing and logistics. Our GHG
emissions fell 6 percent versus 2016,
whille net sales decreased 6 percent.

Million metric tons CO,e

o

We plan to accelerate recent progress
to reach our emissions-reduction goals.
Our ongoing challenge is to decrease our
footprint while growing our business.
seethe for details on our GHG
emissions calculation methodology. For
Information on the risks and opportunities
General Mils faces due to climate

change. see our O

Product environmental footprint
evaluation: Considering environmental
impacts in product design and
development is essential to improving

our carbon footprint and overall
environmental performance. At specific

Collaboration

OUR PLANET

‘gates” during this process, we have started
to assess a product’s environmental
characteristics, including through lfe-cycle:
assessment. We launched this infiative
late n fiscal 2016 in our Yopiait brand

in Europe, and added the Haagen-Dazs
brand during fiscal 2017, Through the

end of the fiscal year, we assessed 91
projects to determine the GHG emissions
impact of various product changes,
beyond the effect on typical attributes
such as cost and quality. Twenty-

four of

Approach

PHASE 4

Transformation

Yongding He

We are also building and integrating
simpler. more user-friendly eco-
design tools, which will enable non-
specialsts to make environmental
footprinting a mainstream part of
product development, We began
implementing these tools into
packaging desian in the US. in 2015,
Value chain: The sections on

the following pages break down
our footprint by value chain

phase and describe our efforts

opportunities for improvement. We have
implemented 16 s far, saving 3,000
metric tons CO, on an annual basis

2050 goal”: Red

to

I consuming

Il Pociaging suopy choin
I Agricuture and transformaton

2050

developeciby

* Compared t0 2010

General Mills, Global Responsibility 2018, pages 19, 24

https://globalresponsibility.generalmills.com /2018 /images/General
Mills-Global Responsibility_2018.pdf
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Linde 2019 Sustainable Development Report 11

How We Create Economic, Environmental and Social Value

INPUT AND ACTIVITIES ———

Employees
80,000 employees in 95 countries

OUTPUT AND OUTCOMES

- Personnel expenses in 2019 totaled $5.8 billion, including salaries, benefits,
Social Security contributions and pensions, and share-based compensation

Committed to Diversity and Inclusion

- 27% female employees worldwide
- Continued to develop a diverse pipeline of senior leaders
- Consistently listed on major Diversity and Inclusion indices

>5 million hours safety training delivered per
year for employees and contractors

Customers and Investors
Shareholder focus

- Lost Workday Case Rate 4X better than U.S. Occupational Health and Safety
Administration all industries industrial average

- 27 consecutive years of dividend growth

Capital intensive operations

- Return on capital: 11.6%
- Industry-leading backlog of $10 billion

Local business model

Innovation
Technology Innovation

Natural Resources
Resource productivity

" linde manufactures and distributes nearly all its products and manages 2+ million
industrial customers on a regional basis

- First-ever commercial scale trial for low-carbon steel heating with hydrogen, which
enables substantial reductions in carbon emissions

- 530y of revenue from applications that bring environmental and social benefits

- Building of the world’s first hydrogen station for fuel-cell powered passenger trains

- Leading electrolysis expertise: 40 megawatts, 80 units

- Delivered productivity fully in line with business strategic objectives (total
productivity savings >$750 million)

- 5845 million realized from sustainable productivity, including avoiding 100 million
qallons of water and 505,000 MT CO,e

37.5 million MT CO,e direct and indirect GHG*
emissions

- 15.5 TWh low-carbon energy sourced (35% of all energy)
- 100 million MT C0,e avoided by customers from five of Linde’s key technologies

162 million m* water consumed

Society
Commitment to Ethics and Integrity

- Gases for water treatment and desalination enabled an estimated 290 million
people to have access to safe drinking water

- Maintained strong compliance culture; new Code of Business Integity
implemented across combined company

$8 million in funding for social projects and
initiatives

- More than 1,300 organizations supported globally

61,000 employee volunteer hours contributed

+ 300,000 children and students benefitted from employee community
engagement projects

Healthcare business

- Crucial support to hospitals and healthcare facilities during the COVID-19
pandemic in Linde countries of operation
- Inthe U, Lincare is the largest provider of respiratory care in the home

IMPACT

DECENT WORKAND
ECONOMI GROWTH

DECENT WORKAND
ONOMCGROVTH

“GHG: Greenhouse gas
** UN'SDG: UN Sustainable Development Goals

Linde Sustainable Development Report 2019, page 11

https: //www.linde.com/-/media/linde/merger/documents/sustainable-

development/2019-sustainable-development-report.pdf

Linde is an industrial gases
and engineering company
in Germany.

The company aligned its
strategy and value creation
priorities with SDGs.

Company'’s value creation
priorities are the solutions
for global problems which
are SDGs.
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Telkom is a telecom
company based in South
Africa. Their service covers
integrated voice, data,
fixed, mobile, IT, and data
center solutions.

Their business model has
been communicated in a
transparent manner how

it implements its strategy
through its business
model. It explains what
the inputs are and how it
transforms these inputs to
outputs through business
activities. Outcomes which
are value created have been
clearly explained.

The business model neatly
shows the value creation
story of Telkom.
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Sustainable Development Targets 2028 ..
Sustainable Development Targets 2018-2028"

dlimate Safety, Health People &
nge Environmen mmunity

The Target Setting Process

Regulr bsines
snd tuncona i

performance

oe
managementnd povenent
iepring v trets DefineProrty Pactors, K work
processes & reporting

[Bomples

Review external & interal stakeholder
framework & issues

start with Linde values, mission, business model,
ey risks, governance & compliance, compensation structure

Linde Sustainable Development Report 2019, pages 12-20

https://www.linde.com/-/media/linde /merger/documents/sustainable-

development/2019-sustainable-development-report.pdf

- Business units and functions are accountable for delivering the
targets. Business plans have been designed to deliver targets and
they are embedded into operations. Targets become KPIs for each
related business unit and function.

« Targets have been determined based on external expectations.
Linde’s impact on the ecosystem, planetary boundaries, and global
needs have been considered in the target determination process.

Linde’s strategy making
process could be
considered as a good
example for the processes
covered in Approach
component.

This process has been
considered as a good
example for the proposed
model since:

« Itis aroad map fora
10 years period.

- Priority areas have
been determined as
material issues and a
stakeholder engagement
process both internally
and externally has been
conducted.

. Target areas have been
prioritized in four areas
with 20 targets.

« The targets and strategy
that would help reaching
targets and creating
value has been defined
for ten years. Company’s
mission and vision
guided the process.
Business model has
been formed to realize
strategy and targets.
Objectives have been
named by the board and
formed the basis for

variable compensation.
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Define your Strategy

Different paths could help realize the vision of the organization. Strategy
must be developed based on values, capabilities, and the resource base of
the organization. Value model must be structured in alignment with the
strategy. Effective strategy formulation that needs consistent choices to be

made to make a difference is the key for sustainable value creation.

SSM'’s Recommendations

Analysis of the current state must be conducted with a broad approach
considering different perspectives. SWOT and PESTLE analysis are useful
tools in current state analysis. Clarification of materiality matrix and approval
by the board is important. Materiality matrix would be one of the important
documents in shaping an organization’s strategy. Integrated thinking
approach is useful in designing materiality matrix and designing strategy.
EFQM 2020 Model’s Direction criteria guides the strategy determination
process. Both approaches direct SSM to adapt a broader perspective in time,
performance, created impact on the organization, and ecosystem in strategy

formulation.

SSM'’s Implementation Approach

Materiality analysis is conducted together with stakeholders. Interviews,
focus groups, surveys and workshops are some of the methods that can be
utilized during this process. Main components of the Balanced Scorecard,
such as purpose, mission, vision, and ecosystem are used as inputs when
building the materiality matrix. The matrix enables to connect value
with material issues in measurable terms. Following this approach, a
performance management system is designed where short-, medium-,
and long-term goals are assigned to specific business units alongside
monitoring criteria. To foster participation, ownership and common vision,
processes are defined and workshops involving mid to upper management
are conducted. As a result, a common understanding for the definitions and

processes is achieved throughout the organization.



Define your Organization Structure

Organization structure is highly correlated with industry and maturity
of the organization. Organization structure must be defined considering
internal interactions and dependencies, subsidiaries, partnerships, and
stakeholders.

SSM'’s Recommendations

SSM aims to adapt a wider perspective according to the requirements of
new order to the organization structure. SSM recommends using project
team and committee structures to improve the quality of decision making
and the operational efficiency both of which would improve effectiveness
and performance. SSM emphasizes the importance of:

. governance structure for success

« diversity for quick and high-quality decision making.

SSM'’s Implementation Approach

Stakeholders, relationship management and business conduct methods
are important inputs for defining organizational structure. SSM defines,
Organization and Governance structure and structures like committees,
cross functional teams by observing stakeholders’ map. SSM defines
Charters for each unit, and holistic and authority-based job descriptions
through implementing RACI (Responsible — Accountable — Consulted —
Informed) methodology. Organizational structure is not static, it needs to
be revised based on changing requirements. SSM links HR management
systems with organization structure. Talent management and development
of human resources are key for success, value creation and improving

organizational structure.
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Define your Process Hierarchy

If an organization forms process architecture in line with its organization
structure and business conduct, it could make more cost efficient, agile,

quick and high quality decisions to manage performance better.

SSM'’s Recommendations

SSM recommends structuring process architecture with a broad perspective.
Definition of each process’s inputs and outputs considering stakeholders’
perspectives enables organization to have a smooth operation capability.
KPIs relate to process which improves and clarifies responsibility of each

group and position.

SSM'’s Implementation Approach

SSM designs process architecture with a holistic perspective. Each unit’s role
and activities are defined by aligning RACI methodology with process KPIs.
Performance indicators for committees and cross functional teams, units
and responsibility sharing matrix between units, teams and committees
must be defined to eliminate grey areas and gaps in decision making
processes. SSM aims to reflect changing needs, expectations, effects of new
trends, technology, changing behavioral patterns and new methods to the

business process for sustainable value creation.
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Define Resource Management Approach

Implementation of a holistic perspective in resource management.
Considering and understanding the importance of both financial and non-

financial resources.

SSM'’s Recommendations

Resource planning must be conducted by considering all interactions and
dependencies in and between business processes. IR defines resources as
6 capitals. EFQM 2020 Model’s Execution criterion considers management
quality as the performance of resource management. Resource planning for

6 capitals is handled in budgeting process as well.

SSM'’s Implementation Approach

SSM aims to determine resource requirement by using 6 capital approach
of IR. Resource requirements must be determined and planned based on
value to be created, targets, KPIs, financial position and capabilities, the
context. The model aims to show the resource utilization according to roles,

responsibilities in the organization’s structure.
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Define KPI Set, Performance Management and
Reporting Structure

Defining KPI sets to monitor performance. Designing measurement,
reporting mechanism (including the frequency of the measurements) to

effectively support decision making systems of the organization.

SSM'’s Recommendations

Definitions of KPIs must enable effective implementation of strategy
and reaching set targets. Implementation of SSM enables to set KPIs
with broader perspective considering multiple standards such as SASB,
GRI, etc. Value to be created must be the at the heart of the KPI setting
processes. Reporting must be the means not the purpose of communicating
with all stakeholders. It needs to be concise and easily understandable by
all key stakeholders. EFQM guides the reporting of results and IR guides
how reporting must be made and what needs to be the content of report
(based on materiality, stakeholder engagement, outlook, connectedness,
conciseness, explaining strategy, business model, governance, reliability,
consistency). SSM aims to support decision making and value creation
activities through effective reporting processes throughout structuring,

preparation, communication.

SSM'’s Implementation Approach

SSM defines KPI sets that would improve comprehensiveness, effectiveness
and quality of decision making. These KPI sets would help to reach set goals
by implementation of strategy road map that has been developed to close gap
between current position and the goals. Balanced Scorecard methodology
helps to define KPI sets according to the characteristics of each industry and
its standards. Measurement system needs to be simple and to allow to realize
meaningful measurement focusing on value creation. Such an approach
could help to develop and improve organizational culture.SSM implements
integrated reporting approach focused on value creation. Reporting enables
to make quality decision making by internal and external stakeholders. It
could be utilized as a cockpit at decision making position to eliminate or
minimize ineffectiveness and inefficiencies. SSM’s reporting approach is an

important tool in converting data to decision useful information.
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Share your Experiences,

Invest on your Intellectual Capital

Institutions increase their level of maturity in their life cycles, experiences
at every stage form the foundations of corporate culture. Accumulating

experiences and bringing them into the corporate culture makes the

development and learning ground strong.

SSM'’s Recommendations

For the development of intellectual capital, positive and negative experiences
should be considered as learning tools as well as R&D and P&D studies. In
order to achieve this and ensure sustainable success, resources and priorities
should be allocated to developing content, producing case studies from in-

house experiences, and creating records, documentation and archives.

SSM'’s Implementation Approach

We have developed a key tool for long-term success with SSM, and we invite
you to share your own experiences and practices that you can present as

good examples with us:

info@arge.com
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LEARNING

There is a Chinese proverb: “If you want the present to be
different from the past, study the past'”. The evidence shows that if
organizations learn from previous experiences through ex-post
evaluations, they improve their strategy, business processes,
performance, and value creation capabilities in the short,

medium, and long term.

Most of the current management models followed by companies
utilizes some kind of measurement and learning from the
results. These, whether being a well-known methodology or
anything developed by the company itself, generally follow the
strategies and plans, to understand if they are achieving the
desired results and moving the company closer to its vision. Aside
from the measurements companies follow themselves, they also
use audits and assessments both internally and externally to see
where they stand with respect to the defined criteria. Third party
surveys/questionnaires are also used to get information from its
stakeholders to understand the level of achievements based on

the implemented strategies/actions/approaches.

Most common learning tools used by organizations can be

referred as:
« Measuring the achievements of its strategies & plans

« Monitoring the operational performance (financial & non-

financial)

« Measuring the perceptions of its stakeholders (employees,

customers, society, partners, ...)
« Measuring the process performances in detail

« Benchmarking with good practices at process level as well as

with best in class examples

« Perform internal audits & independent audits (financial,

non-financial)

« Assess systematically its systems

—

https: //iveybusinessjournal.com /publication /learning-from-experience

Dr. Erkin Erimez
talking about Learning

Scan the QR code with
your mobile phone’s

camera or simply visit

https://arge.com/en/

videos/sustainable-success-

model/learning
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A well-functioning
learning

capability could be
achieved through
implementation of a
successful performance
management system
with an effective

measurement system.

Learning

Sustainability Governance Scorecard (SGS) have found that
best in class companies establish a learning loop for continuous
improvement and create a climate of learning with measurable
indicators (trends, benchmarking)? Learning is not limited to
the organization’s own operations. Another important finding
of the SGS project is that “There are extensive peer-to-peer
learning opportunities based on good practices shared by the
peer organizations on how they approach their sustainability

efforts®.

A well-functioning learning capability could be achieved
through implementation of a successful performance
management system with an effective measurement system.
Performance could be improved, benchmarks could be utilized
to set targets if an organization has appropriate measurement
tools, metrics, and processes. Learning from experience is
an enabler of realizing strategy, targets, and value creation.
Stakeholder engagement where the views of stakeholders about
the organization and satisfaction levels and internal and external
audit processes could be considered as measurement tools for

organizational learning.

Learning improves evidence-based decision-making capability
which improves the quality of decisions. Learning processes

help shape:

« Innovation capabilities both in new product development
and process improvement activities,

« Improvement in training programs such as HSE trainings,

« Improvement in risk management systems by identifying
and understanding new risks,

« Recruitment process that could be redesigned based on
lessons learn for improving value creation capability,

« Orientation programs that could be improved for employees

and board members.

Learning capability must be extended to the organization’s

value chain. Finding solutions for own problems does not

2 Sustainability Governance Scorecard, Argiiden Governance Academy, 2019

3 Sustainability Governance Scorecard, Argiiden Governance Academy, 2019
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utilize the full potential to create value if it does not encompass
all key stakeholders. Learning ecosystem must also contain,
supply chain, downstream, peers, customers, and new trends
which could be destructive. Such an approach would help an
organization to improve its whole value chain which would

improve value creating capability for all.

A learning ecosystem — Learning from Benchmarking:

Both Integrated Reporting approach and EFQM Model focus
on importance of measurement, learning, and improvement
cycle. While Integrated Reporting’s focus is more high-level
helicopter vision, EFQM Model focuses on all processes of the

organization.

RADAR diagnostic tool of the EFQM Model encourages
continuous improvement at all levels whether the organization
is implementing a low-level process approach or a high-level
strategy-based process. At all levels it requires the understanding
of the approaches and how the outcomes of these can be

measured and hence improved. It also asks for targets &

Both Integrated
Reporting approach
and EFQM Model
focus on importance
of measurement,
learning, and
improvement cycle.
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BENEFIT

Effectiveness and

Learning

benchmarks to reach desired levels, especially for key results.

Integrated thinking is an enabler of learning from experiences.
Integrated thinking approach requires to consider all
relationships, interactions, dependencies between capitals,
units, stakeholders, processes and supports forming cross-
functional teams which promotes learning from each other.
Outlook, strategic perspective, materiality, stakeholder
engagement concepts of Integrated Report are also keys to

improve the learning experience of the organization.

Benefits of learning could be summarized:

APPROACH LEARNING FOCUS

EFQM 2020 Model Learning from

Efficiency operations ecosystem and
own operations
Strategy and Integrated Thinking Learning from

Value Creation

wider ecosystem

Long Term SDGs Global experiences
Value Creation

Trust and Good Governance Encouraging
Sustainability Culture and Principles learning culture

The Sustainable Success Model® provides a specific Learning
structure for guiding the organizations in implementing its
vision and approaches. This learning structure combines most
of the above-mentioned tools and is open to integrate further
tools arising in future. However, addressing gaps & taking
actions based on the learning results are dealt with in the Unify
component of the Model to provide a better understanding of all

areas and synergizing from all inputs.
Sustainable Success Model’s learning approach covers:

Operational Performance measurement is of utmost importance
for any organization, and this should be completely aligned with

the Vision & Approach components. The defined parameters,
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outputs, and outcomes should be measured and reported as
defined. These should include financial and non-financial
parameters and should provide detailed results as needed at

every level.

Measuring the perceptions of stakeholders is critical to
understand both the performance of the organization in view
of the stakeholders and the perception of how the needs &
expectations are fulfilled. Here, the stakeholders should be
identified by the organization based on its Ecosystem and from
a broader perspective to include governance of stakeholders.
A general scope would include customers, employees, partners
& suppliers, society at large and society at local operating
environment, business partners, board members and
shareholders, relevant third-party agencies, and governmental
bodies with an interest in the organization. The frequency and
content of the perception measurements should be determined
based on the organization’s vision, strategies, and approaches
and also on the speed of change in its Ecosystem. The trend
analysis is crucial for improving long-term learning by the

organization.

Part of the perception analysis can and probably should be
conducted through focus groups especially with employees and
customers, as well as at the board level. The focus group analysis
can be defined based on the perception results, with the focus

identified to understand further the outcomes of the surveys.

Understanding and measuring the Board Performance at regular
intervals is another effective tool to improve learning, especially
on governance processes. The board should be effectively
involved in setting the vision and strategies and should provide
oversight. Hence, how the board performs its roles is highly
important in the SSM. Board should review its performance and
take necessary actions, and to do that a systematic measurement

mechanism should be set in place.

Aside from the operational performance and perception
measurements, measuring the Outputs and Outcomes of
an organization is critical for long term success. Some of the

Outputs may coincide with the operational performance results,

Understanding and
measuring the Board
Performance at regular
intervals is another
effective tool to improve
learning, especially on
governance processes.
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Measuring the Outputs
and Outcomes of an
organization is critical
for long term success.

66

Learning

however there should be a distinct definition for outputs.
The outcomes, as explained earlier, should also be defined by
the organization with the corresponding measurement and
reporting mechanisms. The communication of this information

needs to be well defined within its systems.

Implementing Self-Assessment based on defined methodologies
will provide a detailed gap analysis for the organization.
Conducting Self-Assessments will increase the understanding
in the organization and help define any improvement areas, as

well as instilling a learning culture within the organization.

Performing Internal Audits as well as Independent Audits also
provides a gap analysis and helps identify improvement areas.
These will also provide an independent third-party view on
potential improvement areas. The organization should define
which types of audits (based on which standards) should be
performed internally and externally. A good practice can be
identified via an integrated internal audit structure which would

combine all identified system standards.

Reporting is also defined as an important learning tool
especially with respect to Sustainability or Integrated Reporting.
Systematic preparation of an integrated Report will provide the
organization with a thorough analysis and understanding, much

needed for its Vision and sustainable success.

The SSM considers Benchmarking* as another important
learning tool. Benchmarking could be applied at different levels
and the organization should define how and when it should be
utilized. It can be effectively utilized at the process level, where
the process owner can benchmark its process with good practices
or best-in-class outside the organization (or even inside with
other similar processes) and get improvement opportunities.
Also, benchmarking can be used for performance results or
outputs where the results can be compared with best-in-class
peer results. Finally, benchmarking is also used to compare
perception results with best-in-class organizations, hence
providing an identification of how much further improvement

can be targeted.

4 For further guidance on Benchmarking please refer to:
https://arge.com/kitaplar/kiyaslama.pdf
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The mostimportant part of the Learning is when the organization
analyzes and evaluates Lessons Learned. All the measurement
tools explained above should be thoroughly analyzed to achieve
the realization of improvement opportunities. Based on the
organization’s structure this analysis can be multi-level and
quite complex. However, the Lessons Learned is a critical input
for the Unify component of the Model to plan and address gaps

for continuous improvement.

Learning is critically important for implementation of
Sustainable Success Model and enabler of value creation in
short, medium, and long term. Integrated Thinking and EFQM
are complementing each other in improving the learning

experience.

The most important
port of the Learning is
when the organization
analyzes and evaluates
Lessons Learned.
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Measure Your Operational Performance and
Perception

If performance is not measured, it could not be improved.

« Performance metrics and measurement system infrastructure for
effective implementation of strategy and effective utilization of capitals
must be developed,

« Enabling each unit to define opportunities and risks related to their
operations through self-assessment and encouraging them to share and

communicate between units,

« Developing a measurement approach and infrastructure to measure
outcome and impact in short, medium, and long term besides

measuring outputs,

would help to achieve an improvement aim.

SSM'’s Recommendations

Measurement system needs to include both leading and lagging performance
indicators. The system must be able to follow short-, medium- and long-

term goals in a balanced manner.

Performance measures and perception measures must be followed
periodically. SSM recommends following the results:
« As a trend with minimum 3 years data,

« Comparing them with operations in different geographies and results of

other units with similar business model,
« Comparing with peers/competitors,
 Conducting benchmarks and analyzing sector trends,

- Supporting data with explanations and comments to improve

understanding of stakeholders.

SSM'’s Implementation Approach

SSM aims to design the depth and detail of measurement approaches at each
decision-making level based on its authority. A cockpit for each authority

level would be formed in line with the Balanced Scorecard approach.

SSM implements measurement structure by using benchmark, comparison,
and assessment tools. According to SSM, the measurement approach is
created in such a way that it reveals not only the outputs but also the value

created (outcome)”the organization.



'| 4 Measure Board Performance

« Developing a reporting framework for the board that could provide
information for decision making. Decision useful information
contains required depth and detail for analysis and conciseness for
communication. It would help the board to direct and oversee the

strategy and operations.

« Performing board evaluation exercises for determining performance

improvement areas and ensuring board’s guidance for development.

SSM'’s Recommendations

Board is responsible for directing and overseeing implementation of
business strategy, operations, and business conductas a team. Organization’s
performance could be improved if the board acts as a good team therefore,
improvement of board performance is critical. SSM aims to encourage and
realize board performance evaluation for improving the performance of the
board which would improve quality of governance and decision making in

the organization.

SSM'’s Implementation Approach

SSM aims to measure the board’s performance periodically. Main aim of the
performance evaluation is to understand the improvement areas for better
performance as a team. Recommendations for future board structure and
board skills matrix could be presented for ensuring future performance of

the organization.
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Conduct Audit

Designing improvement plans and road maps based on the value creation
strategy of the organization to improve understanding and capability of

stakeholder groups accordingly.

SSM'’s Recommendations

Internal and external audit processes are important learning opportunities.
SSM utilized EFQM Driving Performance & Transformation - 5.4 Leverage
Data, Information & Knowledge criterion perspective and integrated
thinking approaches to improve audit processes to focus on value creation

activities.

SSM'’s Implementation Approach

SSM suggests utilizing audit as a tool for learning, comparing, and
benchmarking. The findings of audit processes would be inputs for process

improvement activities.
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Reporting

Implementation of IR methodology based on value creation concept
and materiality. Reporting must be concise, holistic, forward looking,
comparable, consistent, explaining outlook, context, strategy, business
model, resource needs, interactions between resources, units, stakeholders

and processes, governance model.

SSM'’s Recommendations

Reporting must be realized to show performance on how successful
and quick an organization is in reaching its value creation goals. SSM
recommends implementing IR Framework in reporting which is based on
value creation concept and materiality. Reporting must be concise, holistic,
forward looking, comparable, consistent, explaining outlook, context,
strategy, business model, resource needs, interactions between resources,

units, stakeholders and processes, governance model.

SSM'’s Implementation Approach

SSM aims to have a reporting framework that considers business
model, business conduct and supports decision making processes in the
organization. The reporting approach also enables to embed purpose,
mission, values, holistic and integrated thinking into organization culture.
Such an approach enables reporting as a part of business process and
decision making rather than a separate process with additional burden.
This improves the speed and reliability of the information and reporting.
SSM aligns reporting with ecosystem and SDGs to show the wider impacts

and effects of the organization.
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77 Evaluate and Implement Lessons Learned

Assessment of findings of performance measurements in a holistic manner
including operations, road map, targets, business model. Defining lessons
learned based on evidence and developing action plans for improvement

actions.

SSM'’s Recommendations

Findings of different learning activities must be collected and evaluated
collectively. This would allow us to understand interactions, dependencies,
and relations between processes. Such a holistic evaluation would improve
the quality of the designed roadmap for learning and improvement. SSM
utilizes EFQM Results category and RADAR diagnostic tool and integrated
thinking approaches to define learning opportunities and improve learning
processes in such a way that the operational performance and stakeholder

engagement capability of an organization improves.

SSM'’s Implementation Approach

SSM creates a holistic sustainable learning culture through self-
assessments of internal processes and through stakeholder engagements for
understanding the needs, expectation, demands and perceptions regarding
organization. Lessons learned are used to develop improvement road maps.
These road maps are aligned to strategy and goals to ensure future success

and value creation capability.



Share your Experiences,

Invest on your Intellectual Capital

Institutions increase their level of maturity in their life cycles, experiences
at every stage form the foundations of corporate culture. Accumulating

experiences and bringing them into the corporate culture makes the

development and learning ground strong.

SSM'’s Recommendations

For the development of intellectual capital, positive and negative experiences
should be considered as learning tools as well as R&D and P&D studies. In
order to achieve this and ensure sustainable success, resources and priorities
should be allocated to developing content, producing case studies from in-

house experiences, and creating records, documentation and archives.

SSM'’s Implementation Approach

We have developed a key tool for long-term success with SSM, and we invite
you to share your own experiences and practices that you can present as

good examples with us:

info@arge.com
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UNIFY

Unify is the component of the Sustainable Success Model where
the previous components’ contents have been brought together
and assimilated within the organization and in the ecosystem.
All inputs have been evaluated, a meaningful and common
language has been formed through a holistic lens in this
component. Outputs of the Learning component would be used
to understand the gaps for improving value creation capability
and solutions for addressing gaps and aligning improvement
ideas to the organization’s strategy, business model and value

creation journey.

Sustainable Success Model® combines the philosophy of
integrated thinking with practices and measurements in
EFQM’s pursuit of excellence and emphasizes that we need
to use perception results, as well as performance results to
understand our speed on the path towards the value creation.
Where do we stand? Where do we want to arrive? What kind
of value do we strive to create? Once we find answers to these
questions, it will become easier to find the right path and the
risks of divergence from the path of its value creation journey.
The model expands the perspective of the institutions in their

ways of doing business.

A collaborative perspective that involves the following key
aspects forms a multidimensional view:

« Time

« Impact area

« Inputs and business performance

« Stakeholders and contributions to society

Widening the time perspective, ensures the investments that
need to be realized for achieving long-term value. Linking the
past with the future accelerates designing the ways for developing
institutional capacity. Integrated Reporting’s 6 capital approach
focuses on creation, erosion, or preservation of value through

organization’s outputs and outcomes.

Pinar Ilgaz talking
about Unify

Scan the QR code with
your mobile phone’s
camera or simply visit

https://arge.com/en

videos/sustainable-success-

model/unify
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GOOD EXAMPLE
See GAP in page 78.

Unify

Outcomes are multi-dimensional impacts that occur in the short,
medium, and long term. Widening time perspective allows the
organization to consider both short, medium, and long-term
risks and opportunities related to 6 capitals in designing its

strategy and business model.

Sustainable Success Model® emphasizes the importance of
creating value through impacts. Stakeholder engagement is a
critical step in the Approach component which enables facilitation
of ecosystem management and creating common goals with
and for the ecosystem. Combined actions and solutions with an
organization’s ecosystem could be more beneficial than acting
by itself. Gap Inc. water management could be a good example

for impact issues.

Sustainable Success Model aims to expand the time, impact, and
interaction perspectives to be included in organization’s strategy,

business model, and investments.

Sustainable Success Model® proposes to include the
‘contributing to society’ perspective to the organizational
performance. Organizations are not able to operate without a
license to operate. Gaining license could only be achieved by
creating value for the society. Such an approach is in line with

Integrated Reporting and Integrated Thinking approach.

SDGs are ambitions to find solutions for earth’s problems. When
SDGs have been aligned with organizational strategy and value
creation priorities, innovative solutions could be developed to
achieve SDGs while reaching organization’s value creation goals.

Such an approach would help to contribute to society.

Internal communication of values, governance principles,
goals, value creation priorities would improve and accelerate
internalization and convergence of the value creation
perspective at every level of the organization. Effective internal
communication is key for success. Two-way communication,
top-down and bottom-up, enables the development and

deepening of such a culture.

What is “success” in the value-oriented business approach?

It is creating a common goal and conveying this goal to internal



Sustainable Success Model©

and external stakeholders correctly. A value-oriented perspective

creates a unifying power.

Success is not only what others see on the outside but also the
non-visible achievements inside.

The Sustainable Success Model® defines the successful business
approach as an approach that aims to improve the capacity of
the organization to increase long-term achievements for all
stakeholders. Sustainable success is possible by eliminating the
gap between perception of performance and actual perception
by all internal and external stakeholders which would create
trust. Trust-oriented relationship is formed as a result of the
governance quality of the institution. Starting from the level of
the board of directors, the corporate culture’s acceptance of good
governance principles as indispensable principles and reflecting

them on the business, strengthens the foundation of trust.

Forming a common language to communicate messages
helps to create a common understanding of issues by internal
and external stakeholders. Common understanding enables
defining value by consensus. The Unify component focuses on
developing this powerful language to implement the Sustainable
Success Model®. This value-oriented language would shape the
organizational culture. When this position has been reached,
communicating the value creation journey to the stakeholders

could be easier.

Institutions that can raise awareness regarding the importance
of organizational culture can give sound and strong messages to
their stakeholders.

Thus, the adoption of the Model:

« Strengthens the positive perception of external stakeholders

« Increases the trust of internal and external stakeholders to

the institution
«+ Provides motivation to set common goals

« Mobilizes common resources for business performance and

contribution to society.

Common understanding

enables defining value

by consensus. The Unify

component focuses on

developing this powerful

language to implement

the Sustainable Success

Model®
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GAP is a US based global
retailer offering clothing,
accessories and personal

care products.

Home Overview

Product
Life Cycle

Each stage of a garment's
life - from the first design
sketches to end of use -
presents opportunities to
improve the inabili

soce

|

Most of a product’s environmental impacts
are determined at the concept phaso.
Thus, our designers' creative vision can
have a significant impact on people and
the environment. Our production and
Sourcing teams bring this vision to lfe by
placing orders with independent suppliers;
These teams are trained on sustainabilty

Design +
Development

performance of our
business.

Product +
Finishing

%‘ﬂ’ Tier1Suppliers.

We believe in a comprehensive approach
for improving working conditions in our
supply chain, combining facity-monitoring
and capability-building programs to help
our suppliers continually improve. We also
engage closely with allof our vendors to
measure and address their environmental
impact

Our Programs
> Assessment + Remediation (p.33)

> Capability Building (p.39)

»PACE.: Empowering Women (p.43)
> Water Stewardship Strategy (p.47)
> Chemicals Management (p.56)

> Climate (p.59)

> Product Sustainability (p.66)

Gaplnc

principles and influence
over who makes our clothes. This afords
Gap Inc. the ability to

Environment

Raw Materials +

Processing

Tier 3 Suppliers
Our products use many types of fibers
natural fibers ik cotton and woo, synthetic
fibers like polyester and spandex, and
pulp-based manufactured cellulosic ivers.
like rayon and modal. We work to minimize
the social and unique

Unify

Product

Fabric mils use large quantiles of energy
and water, and the chemicals used to dye
and finish fabrics may pose a risk to local
watersheds ifnot treated properly. Our
Mill Sustainability Program estabiishes
clear which we

Appendix

Textile
Manufacturing

Tier 2 Suppliers.

o each fiber. We place a special focus on
cotton, given s importance to many of our

integrate into our sourcing decisions. We
also aim to scale improvements across the

products and pr
process. We are also taking steps to ensure
that we

conditions in facilties and address our arger

and man-made cellulosic fibers.

our peers to dentify
and share best practices for the responsible
use of water, chemicals and energy.

environmental footprint. Our Programs
Our Programs > Assessment + Remediation (p.33)
Our Programs > Water Stewar (0.47) >PA Women (p.43)
> Water Stewardship Strategy (p.47) >Climate (p59) >
e 56) > i sa 56)
> Product Sustainability (p.66) > Climate (p.59)
> Circularity (p.63)
Logistics + Retail Consumer Use +
ED Distribution Stores Circularity
We ship p gha our who we are — from our How our customers wear, care for and
sea, ai, truck and rail from suppl styleto in discard their clothes accounts for a portion

o our distribution centers and then on to
stores or directly to customers. We use the,
optimal mix of based on

a way that cares for both people and the
environment. They are where we sell our
with our

speed, cost and have
taken steps to conserve energy and reduce.
waste at our distribution centers, the largest
faclties we own and operate.

Our Programs
> Climate (p59)
> Waste (p.62)

i As part of our
‘owned and operated footprint, they offer
an opportunity to reduce our environmental
impact. We also run our This Way Ahead
program at our stores to help young people

of our products' total environmental
footprint. We use product labeling, catalogs,
social media and blog posts to share.

our efforls to improve sustainabilty. This
informs customers about our work, inspires
them o consider water use in their daily
lives, and communicates the urgency of
our environmental and social inftatives.

experiencing barriers obtain
their frst jobs.

Our Programs

anizing opportunity
toimprove circularity, we engage in and
contribute to indusirywide solutions to end-
ol impacts

> This Way Ahead: First Jobs (p.29)
>Climate (p59)

> Waste (p.62)

> Product Sustainability (p.66)

GAP Inc 2019 Sustainability Report, page 15
https: //www.gapincsustainability.com/sites/default/files/Gap%2.0

Inc%202019%20Report.pdf

g
> Circularity (p.63)

2019 Global Sustainability Report 15,

The company commits to contribute its business; enabling

safe, fair working conditions; to minimize its environmental

impact. It realizes this aim by addressing impacts in its own

and operated facilities and by collaborating throughout its value

chain and across government, business and civil society.

GARP has a strategy to develop itself and its value chain to create

value in the long term. The company is aware that the health

of its business and the health of the planet are connected.

Product life cycle approach enables it to implement its plan in a

desired manner.



" OVERVIEW STRATEGY

Water
Stewardship

‘OURAPPROACH

Our water stewardship strategy s
tersection

clean, safe water is a basic right.

The strategy is focused on three.
key areas: water stewardship in
manufacturing: access to water,
sanitation and hygiene (WASH) for
women: and designing products that
useless water to create.

® OVERVIEW STRATEGY

Water
Stewardship

MANUFACTURING

WATER SAVINGS

the and of 2018, we saved 57
manufacturing
ol efforts of our
ource efficiency. Mil Sustainability
and Water Quality Programs.

FTo
S

S5.7B
Liters of
Water Saved
at denim laundries,
mills + cut-and-sew
facilities through
2018

Gaplne.

sociaL

ENVIRONMENT

MANUFACTURING

‘We partner with strategic fabric

omanargy and water effiiency, and
‘water quality.

1.3B
Liters of
Water Saved
at denim laundries,
mills + cut-and-sew
facilities in 2018

In 2018, we worked with 14 denim
laundries, 40 mils and four cut-
oo through various.
inability programs. which
Comtinue through 2019.
T edces e crmout of woter
used in manufacturing by 13 bilion
Tiere. upporting out Goul o save 10
billion liters of water by 2020.

Read More.
Manufacturing (£.47)

sociaL ENVIRONMENT

MILL SUSTAINABILITY
PROGRAM

Sustainable
Apparel Coglition
We require strategic mills to

complete the Higg Index FEM 3.0

Zero Discharge of
Hazardous Chemicals

We reaqurssirategc il o low
DHC M

Social & Labor
Convnrgon« Prcqrc

e strategic
m.n; o s he 5P secia ond
o ent.

PRODUCT

PRODUCT

APPENDIX

PRODUCT

‘We look for opportunities to expand

the use of water- innovations

‘across all of our brands, and, where

possible, we are shifting to water~
ient raw materials.

322M
Liters of
‘Water Saved
through Washwell™
since 2016

‘Women Trained
on WASH practices
in 2018

% 0@
We also educate the women who
make our clothes about safe water-
handling practices through our
CE thersona Advancement &

Career Enhancement) program and
key local organizations.

Our program to reduce the water used
in finishing denim saves at least 20
percent of water sed in the laundry stage.
of production. Since it began in 2016,
Washwell™ (5.58) has saved more than

322 millon lters of water.

We are also designing products that use
more sustainable raw matericls that save
‘water, with o designer-focused Preferred
Eibers Toolkit (p.57), and by sourcing Better
Cotton Initiotive (BC cotton (9.62), which

Can reduce water Impact:

In partnership with CARE, we
vaugh PACE

Read More.
Women (50)

2018 GLOBAL SUSTAINABILITY REPORT 45

APPENDIX

WATER QUALITY

We require denim
loundries to achieve
our Water Quality
Program standard.

Partnership for
Cleaner Textile
(Bangladash + Patistan)

2018 GLOBAL SUSTAINABILITY REPORT 49
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Assess Needs for Different Resources and
Understand Expectations of Resource Owners

Understanding demands, expectations and needs of internal and external
stakeholders. Inclusion of stakeholders in development and improvement

activities.

SSM'’s Recommendations

Identifying and understanding the expectations of a broad base of

stakeholders is crucial.

Utilization of approaches stated in EFQM Direction — Identify & Understand
Stakeholder Needs, Execution — Engaging Stakeholders and Results —
Stakeholder Perceptions criteria would help to cover the broad base of
stakeholders.

SSM'’s Implementation Approach

SSM aims to understand stakeholders’” expectations, needs, demands and
requirements through engagement. Findings of the engagement process
need to be aligned with information from different sources to form a
meaningful base. The stakeholder base identified in Ecosystem (Approach)
should be utilized.
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Update Strategy with Learnings

Alignment of findings from performance results, perception measurements,

trend analysis and benchmarks to organization strategy.

SSM'’s Recommendations

Connection of past performance and experiences with future expectations
and opportunities would help to align learning to the strategy. SSM helps to
widen the time frame for learning and design strategic planning approaches
based on organization’s learning speed, capability and skills. Utilization of
EFQM Execution — Driving Performance & Transformation approach could

be used to address gaps.

SSM'’s Implementation Approach

SSM aims to implement strategy development and review, performance
management, updating goals cycles in alignment with understanding
the expectations and trends, and evaluating results to provide inputs for
effective strategy making. Agile and flexible strategy processes could be

designed with that approach.
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Address Gaps

Designing improvement plans and road maps based on the value creation
strategy of the organization to improve understanding and capability of

stakeholder groups accordingly.

SSM'’s Recommendations

Organization’s performance and improvement in each dimension of the
ecosystem would be different from each other. Resource allocation plans and
road maps need to be designed considering each dimension’s positions and
requirements. SSM recommends using EFQM’s approach on performance,
evaluation and improvement to understand and measure different levels of
development and improvements. Develop holistic improvement road maps
and plans for value creation based on data obtained through performance

measurements.

SSM'’s Implementation Approach

SSM aims to develop and implement comprehensive and holistic
improvement plans & roadmaps in line with its strategy covering the
areas identified. These plans should integrate all relevant measurement &

improvement potentials.
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Communicate Internally and Externally
with Focused Messages

Placing value creation at the heart of external communication philosophy.
Developing a communication approach according to the priorities of each

group in the ecosystem.

SSM'’s Recommendations

Definition of success and improvement could be different for each
stakeholder. It is important to develop a common language for directing
resources to common goals. SSM recommends developing a common
language and culture through a value creation model which needs to be
aligned with SDGs.

SSM'’s Implementation Approach

SSM aims to define a value proposition for each group considering
diversity of expectations. While communication methods for each group
are developed accordingly, the main message of strategy is guiding all
communications. Value creation and contribution to the SDGs would form
a common base for internal and external communication. Utilization of
change management approach would be key to make value creation concept

as a common language and part of organization culture.
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Manage Stakeholders

Developing value-based platforms which would be a common ground of

consensus and would help to set common goals.

SSM'’s Recommendations

Ecosystem management requires defining value for all groups in a
meaningful and clear manner. Having continuous relationships would
strengthen understanding between stakeholders. SSM recommends
developing relationships with the ecosystem based on value creation,
continuous communication, and organization strategy. EFQM Model
addresses Stakeholder management and engagement throughout its criteria

in Direction, Execution & Results categories.

SSM'’s Implementation Approach

SSM aims to use stakeholder matrix and relationship maps in managing, in
developing alternatives and in improving engagement processes. Such an
approach would enable to reach a common value creation and common goal

perspective by all parties.
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Share your Experiences,

Invest on your Intellectual Capital

Institutions increase their level of maturity in their life cycles, experiences
at every stage form the foundations of corporate culture. Accumulating

experiences and bringing them into the corporate culture makes the

development and learning ground strong.

SSM'’s Recommendations

For the development of intellectual capital, positive and negative experiences
should be considered as learning tools as well as R&D and P&D studies. In
order to achieve this and ensure sustainable success, resources and priorities
should be allocated to developing content, producing case studies from in-

house experiences, and creating records, documentation and archives.

SSM'’s Implementation Approach

We have developed a key tool for long-term success with SSM, and we invite
you to share your own experiences and practices that you can present as

good examples with us:

info@arge.com
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Sustainable Success Model®

GOVERNANCE

VAT U E

Vision Approach Learn Unify Ecosystem

Integrated EFQM 2020 Model (
Thinking Sustainable Development Goals Reporting

Ecosystem

25
Identify Stakeholder
Impact Area and
Relationship Strategy

26
Identify
Stakeholder
Priorities

27
Measure and
Manage
Perceptions

28
Measure and
Manage
Outcomes

29
Communicate
Goals and
Results

30
Share your
Experiences,
Invest on your
Intellectual Capital




Sustainable Success Model©

ECOSYSTEM

Every organization is part of a greater ecosystem (society, region,
Ecosystem becomes more and more important due increasing
impacts of actors and activities on each other’s strategy and
value creation journey due to interdependencies. Two different

views are provided for explaining ecosystem!’.

The first one is ecosystem as an affiliation. Moore’ definition is
in line with this approach? “An economic community supported
by a foundation of interacting organizations and individuals—

the organisms of the business world.

The economic community produces goods and services of value

to customers, who are themselves members of the ecosystem.

The member organisms also include suppliers, lead producers,

competitors, and other stakeholders.

Over time, they co-evolve their capabilities and roles, and tend to
align themselves with the directions set by one or more central

companies.

Those companies holding leadership roles may change over
time, but the function of an ecosystem leader is valued by
the community because it enables members to move toward
shared visions to align their investments, and to find mutually

supportive roles”.

The second one is the ecosystem as a structure. Ron Adner
defines ecosystem as “The ecosystem is defined by the
alignment structure of the multilateral set of partners that need
to interact in order for a focal value proposition to materialize®.
Combination of these approaches is important for organizations

to plan their value creation strategy and journey.

1 Ecosystem as Structure: An Actionable Construct for Strategy, Ron Adner
- Dartmouth College, Journal of Management, Vol. 43 No. 1, January 2017
39-58

2 Predators and Prey: A New Ecology of Competition, James F. Moore, Harvard
Business Review May/June 1993

3 Ecosystem as Structure: An Actionable Construct for Strategy, Ron Adner
- Dartmouth College, Journal of Management, Vol. 43 No. 1, January 2017
39-58

Dr. Yilmaz Argiiden
talking about
Ecosystem

Scan the QR code with

your mobile phone’s

camera or simply visit

https://arge.com/en/

videos/sustainable-success-

model/ecosystem
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Ecosystem

Ecosystem of an organization contains its peers, governments
of countries where the organization has operations, societies,
NGOs, customers, suppliers, standard setters, multinational
bodies, multilaterals, etc. Trends, policies, behavioral and
technological changes affect and shape the ecosystem.
Organization needs to have a continuous interaction and
engagement with its ecosystem to understand the trends and
inflection points to be able to manage its risks and to utilize
opportunities. Transparency in communication is critical to gain
the trust of all stakeholders.

A fundamental principle of an ecosystem is its interdependence,
i.e., something that happens in one part of the system may affect
other parts within the system. In the context of an organization
there are many factors external to it that affect how it operates,
but over which it has no control. These can include government
policy, the economic and societal make-up within its region
and neighborhoods, the prevailing religious and cultural
expectations of its communities, demands for sustainability

and available financing. EFQM Ecosystem description shows an

organization’s ecosystem in detail*.

Creating
Sustainable Value:
current & future

Challenges
Opportunities

Raw

materials
Competitors o
Intermediaries

STAKEHOLDERS

Societal

Trends
Special
interest
Sharing group
economy Entrants

Potential
Customer:

Press & Society Human

GlobalisationSOCIaI el Shareholders resources

Innovations Legislation
Geopolitical
uncertainty Driving
Disruptive Performance &
technologies Transformation
(incl. Assets & Risks)

Demographic
diversity

Organisational
Leadership

Management Structure
(governance, business model,
performance management)

Strategy Culture

4 EFQM Model, EFQM, 2019
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Sustainable Success Model® considers the ecosystem with
a wide perspective where an organization must identify its
ecosystem and its components considering all relationships,
interdependencies, interactions, partnerships, and rivalries.
Identification of the ecosystem would help managing perceptions
of stakeholders, managing outcomes, reporting, and designing

an external communication strategy.

Managing perception of stakeholders is an important issue for
an organization. Perceptions directly influence the image and
reputation. Organization must be in constant interaction with its
ecosystem to understand the trends, stakeholders’ expectations
and changes in them, value creation opportunities etc. and
communicate their position transparently. Transparency is
key for trust. Continuous monitoring of the ecosystem would
enable an organization to follow changes and determine
the improvement areas in its strategy, business model, and
value creation journey. Transparent communication of
improvement actions and how challenges have been handled
are useful for managing perceptions. Perception management
could be difficult when different groups of stakeholders have
conflicting needs, demands, and expectations. In such a case,
an organization must be transparent to communicate why it has
chosen a particular path with clear explanation and reasoning
to all related groups of stakeholders so that it could manage

perceptions successfully.

Managing outcomes is important since these outcomes affect the
position of six capitals and quality of life. Outputs and outcomes
must be carefully analyzed and defined at the Approach
component and the business model must be implemented
effectively to reach the desired outcomes. Strong internal
audit function would enable establishment and preservation
of the organization’s culture which is critically important in
implementation of processes in line with values, strategies, and
policies which is key for reaching planned outcomes. Continuous
interaction with the ecosystem and stakeholders is important to
understand if the organization’s strategy and business model

creates targeted value in short, medium, and long term.

Outcomes are the
impacts of outputs on an
ecosystem.
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GOOD EXAMPLE
See BP in page 92.

GOOD EXAMPLE
See ABN AMRO

in page 93.

Ecosystem

Companies change their business models from time to time to
be sustainable. When such a major change is attempted, they

need to communicate this change with their stakeholders.

Reporting is important for trust based and effective
communication with the ecosystem and internal stakeholders.
Reporting provides a means to monitor and analyze the
performance and health of the organization strategy and
business model while identifying areas for improvement and
opportunities for value creation. Reporting helps to guide

decision making processes in the organization.

Integrated Reporting is an important tool to communicate
the value creation story of an organization to its ecosystem for

Sustainable Success Model®.
Integrated Reporting”:

« Improves the quality of information available to all
stakeholders to enable a more efficient and productive

allocation of capitals,

« Promotes a more cohesive and efficient approach to
reporting that communicates the full range of factors that
materially affect the ability of an organization to create value

over time,

« Enhances accountability and stewardship for the broad
base of capitals (financial, manufactured, intellectual,
human, social and relationship, and natural) and promote

understanding of their interdependencies,

« Supports integrated thinking, decision-making and actions
that focus on the creation of value over the short, medium,

and long term,

- Has a combined emphasis on conciseness, strategic focus
and future orientation, the connectivity of information, and

the capitals and their interdependencies.

Communication through Integrated Reporting would improve
transparency and trust to the organization which is key for

sustainable development.

5 International <IR> Framework, Integrated Reporting, January 2021, page 2
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External communication is information exchange between an
organization and its ecosystem. It is more than reporting since it
occurs in real time through different mediums, such as websites,
blogging, social media, face to face communications, meetings,
newsletters, press releases, interviews, emails, etc. The external
communication strategy must be based on purpose, mission,
vision, strategy, and value creation story of an organization.
Transparency and honesty are critical in designing a successful
communication strategy. The communication strategy needs to
be developed according to information requirements, needs and
expectations of different stakeholder groups in the ecosystem.
Therefore, continuous stakeholder engagement is key for
understanding and formulating a successful communication
strategy and approach. Organizations need to be ready for
contingencies and prepare effective communication plans

before such a crisis occurs.

Organizations must be in constant engagement with their
ecosystem to communicate their ambitions for creating value.
Such an approach is key for gaining trust and mobilizing its
stakeholders for a common value creation journey. Cooperation,
collaboration, participatory decision making would ease and

enable a successful value creation journey.

GOOD EXAMPLE
See Evonik in page 94.

GOOD EXAMPLE

See American Express

in page 95.
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BP’s CEO Bob Dudley said
in 2018 that “the industry
was in a period of major
change, he made clear
that hydrocarbons would
remain the core of BP’s
business.

It’s not a race to
renewables, it’s a race to
lower greenhouse gas
emissions. As fast as
renewables and clean
energy can grow, faster
than any fuel in history, the
world is going to require
oil and gas for some
decades to come”

This communication
affects the perception of
stakeholders on the BP’s
efforts for decreasing
greenhouse gas emissions
based on the fact that
conversion would take time
and fossil fuels would still
be the part of the game.

Ecosystem

rmm

The,.
Guardian

For200years

News Opinion Sport Culture Lifestyle

Environment P Climate change Wildlife Energy Pollution

BP

BP aims to invest more in renewables and
clean energy

Boss says his industry is changing but ‘the world is going to need
oil and gas for decades’

Adam Vaughan
¥ @adamvaughan_uk

Tue 6 Feb 2018 16.01 GMT

BP has declared it is looking to acquire more green energy firms, as
the British oil giant pledged to set carbon targets for its operations.

However, while the chief executive, Bob Dudley, said the industry
was in a period of major change, he made clear that hydrocarbons
would remain the core of BP’s business.

“It’s not a race to renewables, it’s a race to lower greenhouse gas
emissions. As fast as renewables and clean energy can grow, faster

BP aims to invest more in renewables and clean energy

https: //www.theguardian.com/business /2018 /feb/o6 /bp-aims-to-

invest-more-in-renewables-and-clean-energy




ABN AMRO Integra

Sustainable Success Model®

Regort 2020

How we create value
Value creation is central to our strategy. We creat
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ABN AMRO Integrated Report 2020, pages 24 - 26
https://assets.ctfassets.net/Tu811bvgvthc/

ZPLg5glgoRUZS6WODxSZq/od47f38aese3a41bbi123d6foaza4874/

ABN_AMRO Integrated_Report_2020.pdf

ABN AMRO is an
international financial
institution which has
operations in different
geographies.

The bank shared value
creation strategy, business
model, and journey in
detail in its Integrated
Report. ABN AMRO has
shared its input and output
KPIs, outcomes created by
the outputs, and impacts of

outcomes on stakeholders.

This could be considered
as a good example for
managing outcomes and
reporting sections.
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Evonik communicates its
activities and contributions
to the investor community
on SDGs through its
Investor Presentations.

Ecosystem

UN Sustainable Development Goals (SDGs)
>50% of Evonik’s portfolio with positive benefit to SDGs

>50%"1

of Evonik’s sales
contribute to SDGs

Most relevant SDGs for Evonik

ﬂ:'—-__-_ nBE=

1 Most D

51 @ evonik

Lenting St hemity

UN Sustainable Development Goals (SDGs)
Our positive impact on the SDGs of most relevance for Evonik'’

Our contribution to SDG 12 Our contribution to SDG 13

High safety standards
Responsible supply chain management
Responsible management of chemicals

Ambitious CO, reduction targets

Silica-silane technology for ,green* tires
SDGs of most relevance o for

for Evonik

Oil additives to extend life of hydraulic

and waste machines and save fuel
= Products for resource efficiency in highly e ct = Membranes for biogas upgrading
demanding applications 12 ey 13 .

DL methionine for animal nutrition

High-performance insulation materials

Our contribution to SDG 3 e Our contribution to SDG 6
EEEEEE———— 3 vt 16 S

ammr
e

= APIs? and intermediates = Global water management system:

= Food ingredients and nutritional delivery v development of site-specific action plans

within Evonik Group

L 2

3

= Highly purified amino acids

Oxidation agents, waste water treatment
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American Express

How We Approach Environmental, Social and Governance

Our approach to environmental, social and governance (ESG) is a natural extension of both our mission—to become essential to our customers by providing
differentiated products and services to help them achieve their aspirations—and our commitment to doing what is right. Our executive management reviews and

communicates its

evaluates performance and long-term goals with respect to ESG matters within their business units. The Board's Nominating, Governance and Public approach to sustamablhty
Responsibiity Committee reviews our Corporate Sociel Responsibility program, monitors progress against our goals and provides guidance on our efforts.

Bromoting Responsible Business

to its investors through its

4 Caring For Our Communities Managing Our Operations Responsibly
ractices g
P ES——— tntre Investor Presentations.
integrity and engagacitizens
caorrs . * 100% rnewable sectily poweree ur
The Amex Ethics Hetiineis 7 for N romgrams opera
employees. conlractors. vencors and olhers Brewidad by, the Company, ol Folindailon, §
aur Center for Community Develooment and - Zeranet carbon emissions
programs.

Each colleague receives Global Regulatory
Learning Enterprise Essential Training

7Mestimatedcitizen volunteers engaged. in
part. by grants from American Fxpress

Serving Our Colleagues Delivering For Qur Customers & Partners

our colleagues ic ourj et

Laun fi
manufactured pnmariy from recovered plastic
found in the oceans and on the coasts

for US. collcagues

Maintained 1009% score on the Human Rights
Campaign's Corporate Equallty Index and
inclusien

sssM donated through U.S. Card Members
P 2010 to 2019 to benefit char table
causes

88%of colleagues participated in personal or

professional development trainings

American Express Investor Presentation
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Identify Stakeholder Impact Area and
Relationship Strategy

Organizations should identify how and to what extent they interact with

each stakeholder in relation to their activities and the values they create.

SSM'’s Recommendations

Organizations that define and manage this perspective ensure more
effective and efficient use of resources and higher business performance.
Stakeholder relations, managed in line with the strategy applied throughout
the organization, ensure the standard of doing business and being proactive

in relations.

SSM'’s Implementation Approach

SSM aims to create stakeholder mapping according to the level of interaction
and the impact of the stakeholders. This map develops the infrastructure to
ensure readiness for tasks in the organization, communication strategy, and

proactive engagement to raise quality standards.
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Identify Stakeholder Priorities

The most critical point of ecosystem management is that the relationship
should not be viewed only from the perspective of our own organization.
Understanding the perspectives and priorities of stakeholders enables

constructive and reliable relationships in ecosystem management.

SSM'’s Recommendations

When evaluating the dynamics that will affect its field, the organization
should also consider the impact areas of its stakeholders. IR’s Materiality

Matrix provides this bidirectional evaluation.

SSM'’s Implementation Approach

SSM proposes to evaluate the priorities and risks of the stakeholder and the
organization in the same pot in the materiality matrix. It recommends that
the organization also evaluate the SWOT and PESTLE analyzes for its main
stakeholders. According to this evaluation, the quality of doing business is

improved with a proactive approach, solutions and remedial suggestions.
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Measure & Manage Perceptions
- Understanding the needs, expectations, requirements, demands through
stakeholder engagements in a participatory manner.

. Communicating capabilities and resources of the organization to
stakeholders for an effective cooperation, expectation, and perception

management.

« Encouraging participatory decision-making processes.

SSM'’s Recommendations

Management of needs, expectation and performance based on the
perceptions by different stakeholder groups in creating value in the
wider ecosystem. SSM targets to develop value creating partnerships in
a continuous manner to ensure continuous interaction and monitoring
perceptions in a periodic manner. Utilization of IR’s Stakeholder and
Materiality approach and EFQM’s Execution Stakeholder Engagement,
Results Stakeholder Perceptions approach would help to achieve SSM’s

goals.

SSM'’s Implementation Approach

SSM aims to engage with stakeholders at each level of organization such
as cross functional teams, committees, units, top management team
to understand the needs, expectations, demands and perceptions of
stakeholders. Different engagement techniques could be used such as
surveys, workshops, meetings, focus groups. SSM recommends managing

perceptions utilizing a partnership understanding.
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Measure & Manage Outcomes

Defining the value created for the ecosystem. Allocating resources for

measurement, improvement and communication of outcomes.

SSM'’s Recommendations

To manage outcome, value propositions and value creation goals need
to be defined for short, medium, and long term, road map needs to be
formulated and supported with appropriate measurement mechanisms.
Value propositions, value creation goals and the road map must be aligned
with the ecosystem. SSM’s outcome management would be performed
through considering ecosystem dynamics and adapting IR value creation

perspective.

SSM'’s Implementation Approach

SSM aims to define value creation goals for short, medium, and long term
and KPI sets to reach these goals. It recommends designing separate road
maps and resource allocations for each goal based on stakeholder groups

and their impact domain.
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Communicate Goals & Results

Communicating goals and performance through good governance principles
of transparency, fairness, accountability, responsibility, consistency, and
participation. Communicating the value creation goals, road map and

journey for creating a trust based collective and participatory partnership.

SSM'’s Recommendations

Goals and Results must be shared transparently in a balanced manner
with key stakeholders to form trust based common goal partnership
platforms. EFQM'’s results perspective and IR approaches enable effective

communication aims of SSM.

SSM'’s Implementation Approach

SSM aims to utilize an effective communication strategy to reach all key
stakeholder groups to communicate goals & results in the right manner.
The communication aims to develop a common partnership and goals

environment.
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Share your Experiences,

Invest on your Intellectual Capital

Institutions increase their level of maturity in their life cycles, experiences
at every stage form the foundations of corporate culture. Accumulating

experiences and bringing them into the corporate culture makes the

development and learning ground strong.

SSM'’s Recommendations

For the development of intellectual capital, positive and negative experiences
should be considered as learning tools as well as R&D and P&D studies. In
order to achieve this and ensure sustainable success, resources and priorities
should be allocated to developing content, producing case studies from in-

house experiences, and creating records, documentation and archives.

SSM'’s Implementation Approach

We have developed a key tool for long-term success with SSM, and we invite
you to share your own experiences and practices that you can present as

good examples with us:

info@arge.com
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APPENDIX A

RELATIONSHIP TABLE

SSM, EFQM & <IR>

SSM EFQM <IR>
VISION
1 What is your Philosophy? DIRECTION - Purpose, Integrated Thinking

Define Purpose,Mission,
Vision, Values, Principles

Vision and Strategy — 1.1
Define Purpose & Vision

2 Define
Value to be Created

EXECUTION - Creating
Sustainable Value

Integrated Reporting
Value Model

3 Define your
Governance Model

DIRECTION - Purpose,
Vision and Strategy — 1.5
Design & Implement a
Governance & Performance
Management System

Integrated Reporting,
Governance,
Business Model

4 Define your Ecosystem
and Stakeholders

DIRECTION - Purpose,
Vision and Strategy — 1.3
Understand the Ecosystem,
own Capabilities & Major
Challenges

Integrated Reporting
6 Capitals, Materiality,
Stakeholders

5 Define and Align your
Business Model
with the SDGs

Guiding Principles

DIRECTION - Purpose,
Vision and Strategy — 1.3
Understand the Ecosystem,
own Capabilities & Major
Challenges

Integrated Reporting
Value Model

6 Share your Experiences,
Invest on your
Intellectual Capital

EXECUTION - Driving
Performance &
Transformation — 5.4
Leverage Data, Information &
Knowledge

RADAR Diagnostic Tool

Integrated Reporting,
Integrated Thinking
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SSM EFQM <IR>
APPROACH
7 Define Strategy DIRECTION — Purpose, Integrated Reporting,
Vision & Strategy — 1.4 Materiality,
Develop Strategy Stakeholders
8 Define Your DIRECTION - Purpose, Integrated Reporting,
Organization Structure Vision & Strategy — 1.2 Business Model
Identify & Understand
Stakeholders Needs
9 Define your EXECUTION - Driving Business Model
Processes Hierarchy Performance &
Transformation
10 | Define Resource EXECUTION - Driving Integrated Reporting
Management Approach Performance & 6 Capitals
Transformation
11 Define KPI Set, RESULTS - Strategic & Integrated Reporting,
Performance Management | Operational Performance Output, Outcome,
and Reporting Structure Performance
12 Share your Experiences, EXECUTION - Driving Integrated Reporting,
Invest on your Performance & Integrated Thinking
Intellectual Capital Transformation — 5.4
Leverage Data,
Information & Knowledge
RADAR Diagnostic Tool
LEARN
13 Measure your RESULTS Integrated Reporting,
Operational Performance Output, Outcome,
and Perception Performance
14 | Measure Board DIRECTION - Purpose, Integrated Reporting,
Performance Vision & Strategy — Design & | Governance
Implement a Governance and
Performance Management
System
15 Conduct Internal and EXECUTION - Driving Integrated Thinking,
External Audit Performance & Governance,
Transformation — 5.4 Performance,
Leverage Data, Information & | Consistency, Reliability,
Knowledge criterion Comparability
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SSM

16 | Reporting

EFQM

RESULTS

<IR>

Integrated Reporting

17 | Evaluate and Implement

Lessons Learned

RESULTS - Driving
Performance &

Transformation

Integrated Reporting,
Integrated Thinking,

Performance

18 Share your Experiences,

EXECUTION - Driving

Integrated Reporting,

Invest on your Performance & Integrated Thinking
Intellectual Capital Transformation — 5.4

Leverage Data, Information &

Knowledge

RADAR Diagnostic Tool
UNIFY

19 | Assess Needs for RESULTS - Stakeholder Integrated Reporting,

Different Resources and Perception Stakeholders,
Understand Expectations Materiality

of Resource Owners

20 | Update Strategy
with Learning

RESULTS - Driving
Performance &
Transformation

Integrated Reporting,
Integrated Thinking,
Outlook, Performance

21 Address Gaps

RESULTS — Driving
Performance &

Transformation

Integrated Reporting,
Integrated Thinking,
Strategy, Business
Model, Outlook,
Stakeholders

22 | Communicate Internally

and Externally with
Focused Messages

RESULTS — Driving
Performance &
Transformation

Integrated Reporting,
Value Creation

23 | Manage Stakeholders

RESULTS - Driving
Performance &
Transformation

Integrated Reporting,
Value Creation

24 | Share your Experiences,
Invest on your
Intellectual Capital

EXECUTION - Driving
Performance &
Transformation — 5.4
Leverage Data, Information &
Knowledge

RADAR Diagnostic Tool

Integrated Reporting,
Integrated Thinking
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SSM EFQM <IR>
ECOSYSTEM
25 Identify Stakeholder DIRECTION - 1.2 Identify Integrated Reporting,
Impact Area and & Understand Stakeholders Stakeholders,
Relationship Strategy Needs Materiality
26 Identify EXECUTION - Engaging Integrated Reporting,
Stakeholder Priorities Stakeholders Stakeholders,
Materiality
27 Measure and Manage RESULTS - Stakeholder Integrated Reporting,
Perceptions Perceptions Stakeholders,
Materiality,
Performance
28 Measure and Manage EXECUTION - Creating Integrated Reporting,
Outcomes Sustainable Value Value Creation
29 | Communicate RESULTS Integrated Reporting
Goals and Results
30 Share your Experiences, EXECUTION - Driving Integrated Reporting,

Invest on your
Intellectual Capital

Performance &
Transformation — 5.4
Leverage Data, Information &
Knowledge

RADAR Diagnostic Tool

Integrated Thinking
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APPENDIX B

INTEGRATED
REPORTING AND
INTEGRATED
THINKING

Integrated Reporting is a principle based corporate reporting system, addressing the
communication of an organization’s value creation process through disclosure of

useful qualitative and quantitative information for relevant stakeholders.

Integrated Thinking is the active consideration by an organization, of the relationships
between its various operating and functional units, and the capitals that the organization
uses or affects which leads to integrated decision-making and actions that consider
the creation of value over the short, medium and long term. Each organization needs
resources to create value. Integrated thinking and integrated reporting framework

define these resources as six capitals.

An Integrated Report aims to provide insight about the resources and relationships
used and affected by an organization —these are collectively referred to as “the capitals”
in the <IR> Framework. It also seeks to explain how the organization interacts with
the external environment and the capitals to create, preserve, or erode value over the
short, medium, and long term’. The six capitals are stocks of value that are increased,

decreased, or transformed through the activities and outputs of the organization.

o Financial capital — financial resources,

e Manufactured capital — equipment, infrastructure, objects used for value creation,
o Intellectual capital — know-how and knowledge owned by organization,

o Human capital — competencies, capabilities, experiences, and motivations of the

human resources,
e Social and relationship capital — relationships with stakeholders,

o Natural capital — all renewable and non-renewable environmental resources.

—

International <IR> Framework, Integrated Reporting, January 2021, page 6
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Appendix B

Integrated Report is prepared according to Guiding Principles and Content Elements

which define the content of the report. There are 77 guiding principles:

o Strategic focus and future orientation — Organization needs to explain its strategy
and how it will help to create value in short, medium, and long term. This

explanation needs to have a future perspective.

o Connectivity of information — Information needs to be presented in a holistic
manner where all interdependencies, relationships, combinations have been

presented.

o Stakeholder relationships — Report needs to give an insight regarding the nature
of relationship with stakeholders and how their needs, requirements, expectations

have been collected and considered in the decision making process.

o Materiality — Information provided in an integrated report needs to disclose the
issues that have substantial impact on value creation capability of an organization

in short, medium, and long term.
o Conciseness — Provided information needs to be concise.

o Reliability and completeness — All material information needs to be presented in a
balanced manner in the report which means that both positive and negative aspects

of activities and impacts should be covered.

o Consistency and comparability — Presented information needs to be consistent over

time and needs to be comparable with part performance and other organizations.

Integrated Report has been prepared according to 8 content elements that are linked
to each other, which are:

« Organizational overview and external environment,

« Governance,

« Business model,

« Risks and opportunities,

« Strategy and resource allocation,

« Performance,

« Outlook,

- Basis of presentation.

Integrated thinking approach supports collaboration, cooperation, and integration
between different parts of the organization. This approach enables cross fertilization of

ideas, developing new value adding initiatives and interaction between capitals.
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“Integrated thinking is a multi-capital management approach that enables organizations to

deliver their purpose to the benefit of their key stakeholders over time.

Integrated thinking is about creating and protecting value. Linking purpose and values
to strategy, risks, opportunities, objectives, plans, metrics, and incentives throughout the

organization enables better decision-making.

Integrated thinking requires effective governance, culture, accountability, and transparency.
It recognizes the importance of addressing value destruction, boundary conditions, changing

conditions/context and feedback loops.?”
It could be considered as a holistic perspective.

Integrated thinking improves governance practices which ensures effective risk

management practices besides improving business performance.

Business world is in transition. Decision making practices of business previously
focus mainly on customers and shareholders. However, it is understood that negative
impacts are not considered, and these impacts have been claimed as externalities in the
previous business practices. New business practices have a different value focus which

covers broader:

o A broader set of issues — more than just financial performance or product benefits,

o A wider set of stakeholders — more than just a company’s shareholders or

customers,

o Multiple time horizons — impacts need to be understood in the short, medium, and

long term, not just the short term.

As it has been stated previously integrated reporting approach is more than reporting
where integrated thinking approach is at the center of the reporting process to show
how an organization’s strategy, governance, performance and prospects, in the context
of its external environment, lead to the creation of value in the short, medium and long

term.

Integrated thinking and reporting approach focus on outputs and outcomes. Outputs
are the services and products obtained after the implementation of the business plan of
the organizations. Outcomes are defined as the impacts created by the outputs and by
the business model of the organization on the six capitals. Outcomes could be internal
and external impacts. They could have positive and negative effects. The realization of

outcomes could take some time to be observed.

2 Integrated Thinking and Strategy State of Play, Integrated Reporting, December 2019
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The Integrated Reporting approach has been modelled as’:

EXTERNAL ENVIRONMENT

PURPOSE, MISSION, VISION

RISKS AND STRATEGY AND
OPPORTUNITIES RESOURCE ALLOCATION

GOVERNANCE

—EE>

MANUFACTURED

=
-

MANUFACTURED BUSINESS MODEL

BUSINESS
ACTIVITIES

OUTCOMES

(POSITIVEAND.
NEGATIVE OVER THE
SHORT, MEDIUM
AND LONG TERM)

INPUTS

OUTPUTS

SOCIALAND
RELATIONSHIP

SOCIAL AND
RELATIONSHIP

PERFORMANCE 0UTLOOK

<N
<N
e\
<N
0\
<N

VALUE CREATION, PRESERVATION OR EROSION OVER TIME

A 4

A good example for understanding the outcome could be:

“The core output of an automobile company’s business model is cars. Outcomes to customers
include mobility and convenience (positive) and added expense and the risk of road-related
accidents (negative). Outcomes to society include connected communities and economic
prosperity (positive), as well as fossil fuel depletion, air pollution and health-related incidents

(negative).””

More detailed information regarding Integrated Reporting and Integrate Thinking can
be found at https://integratedreporting.org/

3 International <IR> Framework, Integrated Reporting, January 2021, page 22

4 International <IR> Framework Revision Topic Paper 2 Business Model Considerations, Integrated
Reporting, February 2020
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APPENDIX C

EFQM 2020 MODEL

The EFQM Model is a globally recognized management framework. The model helps
organizations to be successful through measuring their performance, understanding
the gaps regarding their targets, and developing solutions to eliminate the gaps,
promoting the progress to improve organizations’ performance. The Model can benefit

organizations of any size or sector.

The utilization of the model enables organizations”:

« To define a strong purpose,

« To inspire leaders at every level,

« To create a culture committed to driving performance,
« To remain agile, adaptive,

« To be able to evolve for the future.

EFQM 2020 model structure is based on three important questions of%

« “Why” does this organization exist? What Purpose does it fulfil? Why this Strategy?

(Direction)
« “How” does it intend to deliver on its Purpose and its Strategy? (Execution)

« “What” has it achieved to date? “What” does it intend to achieve tomorrow?
(Results).

These three questions help to form the connection between purpose and strategy of an
organization. This relationship is the main pillar for sustainable value creation for all

stakeholders by the organization.

Organizations implementing the EFQM model are aware that they are operating in
a complex ecosystem. They interact and engage with different stakeholders, who are
customers, employees, competitors, society, etc., to follow the trends, communicate
their messages and collect their needs, expectations and demands of the stakeholders.
The main rationale for the EFQM Model is to connect purpose and strategy to create

value for all.

1 https://www.efgm.org/index.php fefgm-model/
2 “The EFQM Model”, EFQM, 2019

1
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EFQM Model’ is:

PURPOSE, VISION & STRATEGY
1.1 Define Purpose & Vision

1.2Identify & Understand Stakeholders Needs
1.3Understand the Ecosystem, own

Capabilities & Major Challenges

1.4 Develop Strategy

1.5 Design & Implement a Governance &
Performance Management System

'STAKEHOLDER PERCEPTIONS

Examples of Key Stakeholder Perceptiof

Results and topics to be covered could

include, butare ot listed in any priorty

order ormited to:

« Customer Perception Resuits

« People Perception Results

« Business & Governing Stakeholders
Perception Results

« Society Perception Results

« Partners &Suppliers Perception
Results

[STRATEGIC & OPERATIONAL

PERFORMANCE

trategic and Operational Performance

indicators, could include, but are not

limited to:

« Achievementsin deliveringits Purpose
and Creating Sustainable Value

« Financial Performance

« Fulfilment of Key Stakeholders
Expectations

« Achievement of Strategic Objectives

« Achievements n Driving Performance

« Achievements in Driving Transformatio

« Predictive Measures for the Future.

| STAKEHOLDER

PERCEPTIONS |

STRATEGIC &
OPERATIONAL
PERFORMANCE

DIRECTION

'ORGANISATION

RESULTS

EFQM Model advises organizations

During determining direction:

Appendix C

CULTURE &
LEADERSHIP
2.1 Steer the Organisation’s Culture &

Nurture Values
2.2 Create the Conditions for Realising

2.3 Enable Creativity &Innovation
2.4 Unite Behind & Engage in Purpose,

ENGAGING STAKEHOLDERS

3.1 Customers: Build Sustainable

Relationshi

32 People: Attract, Engage, Develop &
Retain

3.3 Business & Governing Stakeholders
- Secure & Sustain Ongoing Support

‘Well-Being & Prosperity

35 Partners & Suppliers: Build
Relationships & Ensure Support for
Creating Sustainable Value

CREATING SUSTAINABLE VALUE
4.1 Design the Value & Howitis Created|
4.2 Communicate & Sell the Value
4.3 Deliver the Value

4.4 Define & Implement the Overall

Experience

[DRIVING PERFORMANCE &
| TRANSFORMATION
5.1 Drive Performance & Manage Risk
5.2 Transform the Organisation for the

5.3 Drive Innovation & Utilise Technology
5.4 Leverage Data, Information &
Knowledge

5.5 Manage Assets & Resources
Experience

« to determine their purpose in participative manner with their stakeholders,

« to create an aspirational vision to develop a strategy that creates value for all,

« to build a collaborative winning culture

During execution phase:

« to continuously engage with stakeholders,

« to focus on creating sustainable value through integrating needs and expectations

of stakeholders to its value creation process, following changes in the needs and

expectations of stakeholders,

« to continue to perform its operations to reach its goals successfully (driving

performance),

« to monitor internal and external environments to detect the changes and

successfully learn from experiences and transform organizations to continue to be

successful (driving transformation).

3 EFQM Model, EFQM, 2019
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During analysis of results phase:

« to continuously monitor stakeholder perceptions to understand how successful in

implementing its strategy in meeting needs and expectations of key stakeholders,

« to analyze past and current performance as a learning opportunity to plan its future

actions,

« to understand its ability to fulfil its purpose and deliver its strategy for sustainable

value creation,

« to understand its fitness for the future (sustainability of the organization).

Since its inception in 1990 and throughout its developments till 2020, EFQM Model
emphasized its applicability for all types of organizations. Even though initially some
subsets were developed, like the EFQM Model for SMEs, it has evolved to be one
Model for all. The EFQM Model states that it is flexible and adaptable for any kind of
organization, any culture, any language, etc. This fact is evidenced via its usage in all
five continents. NGOs from all areas of the world have used the EFQM Model both for

Award purposes as well as for supporting organizations’ development.

EFQM Model emphasizes continuous improvement and embeds it via its diagnostic tool
RADAR. Acronym for Results, Approach, Deployment, Assessment & Review, RADAR
imposes continuous improvement, trend analysis, benchmarking and comparisons,
and learning to the Model criteria. This usage gives the EFQM Model an important tool

to continuously drive organizations using it for developing their entire system.

More detailed information regarding EFQM can be found at

https://www.efqm.org/efgm-model
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ARGE Consulting is a leading consulting firm in Tiirkiye, with its “Deployment” and “Implementation” are very important steps to
experienced consultants, having developed its own methodologies, achieve the goals of projects. We assist our clients in deployment
and having experience in different industries. ARGE has been and implementation phase to ensure value creation.

roviding management consultancy services since 1991.
P 2 5 / According to ARGE, business strategy (doing the right things),

Sixty percent of ARGE’s new projects have been awarded by total quality management (doing things right), organizational and
existing clients, which we take as an important indicator to show human resources development, and good governance are the keys
high customer satisfaction rate. for continuous improvement and sustainable success.

Projects conducted by ARGE are focused on improving clients’ ARGE's methodology focuses on value management. At each
performance who are frequently are leaders in their industries. project, we first conduct a business review to identify potential
We believe that continuous improvement is an important improvement areas. Then we try to align strategy, business
requirement for preserving leadership and success. processes, organization and incentive systems to improve

. value creation capabilities of the clients.
Our principles for success are:

« Utilizing world-class methodologies ARGE provides consulting services on:
« Spending our best effort to create maximum value for clients Strategy, Quality, Institution Building, and Good Governance.
« Respecting the confidentiality of our clients in our projects

Our Services:

Improving Quality of

Strategy Management Practices

Institution Building Good Governance

Assessment of Effectiveness of .
Business Processes Board Structuring
Strategy Implementation
(Balanced Scorecard) Corporate Governance

; Governance in
Process Efficiency Public Institutions
Management of

Intellectual Capital

Scenario Planning

Restructuring Sustainability Governance

ARGE consultants follow closely the developments in the world. They allocate one day of each week for non-profit community activities
to help develop civil society organizations.

ARGE has been selected by Generation Europe as one of the top three companies “Shaping the Future” with its corporate social responsibility
(CSR) program at the European Parliament.

ZARGE

Helping You Succeed www.arge.com




