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Abstract: Several studies have focused mainly on the following approach to tackle sustainable
development issues at the management level: single sustainability managerial tools adoption
(e.g., sustainable balance scorecard) and the “overlap” process between traditional management
practices and sustainability-oriented ones. Conversely, integration as an “alignment” process
between different sustainability management practices represents a research field, which is currently
underinvestigated. Filling this gap, the purpose of the present study is to deepen and find empirical
evidence on how sustainability management accounting, control, and reporting systems can be
integrated through an alignment process. To this aim, we focused our analysis on a Mediterranean
holding company, which is a well-known sustainable corporate practitioner to foster sustainable
development in a socioeconomic and environmental problematic context. Therefore, we developed
a single business case study analyzing an Egyptian firm to give practical evidence on the role of
management accounting, control, and reporting practices in addressing sustainability issues. The
analysis shows that the aligning process of different management practices involves a plurality of
business aspects to manage, among them cultural and organizational ones. Despite its complexity,
such a process is fundamental to pursue medium-long-term goals, ensuring sustainable firm growth
and social wellbeing.

Keywords: sustainable development; sustainable KPIs; sustainable accounting & control; sustainability
reporting; managerial integration; PRIMA programme; case study

1. Introduction

During the last few decades, both scholars and practitioners have increased their awareness about
the strategic role played by firms in supporting sustainable economic growth. In this regard, the launch
of the UN Agenda 2030 endorsed the need for more socially responsible firms. The latter are strongly
invited to achieve Sustainable Development Goals (SDGs) [1] with the aim of tackling the current
economic and socioenvironmental challenges.

In particular, firms are strongly invited to cooperate with other public and private partners, to
carry out innovative activities enhancing the common wellbeing. Therefore, such firms are currently
called to change their internal processes with the aim to increase their environmental, social, and
governance (ESG) performance, achieving a competitive advantage as well [2]. However, this business
attitude is not so easy to operationalize. In this regard, the clear definition of a sustainability-oriented
corporate strategy as well as the related change in accounting and control systems could lead companies
to harness economic interests while simultaneously achieving better sustainability performance [3].
Moreover, the alignment of the corporate purpose (that is, the company’s reason of being) with
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sustainable development criteria can allow managers to define well and communicate the company’s
values as well as mitigating reputational risks [4].

In-line with this, such corporate cultural and technical preconditions can help to embed the
sustainability principles in all managerial actions and practices, minimizing possible negative
externalities. To this end, firms are called to balance nonfinancial objectives with the more traditional
financial ones, trying to preserve the interests of many stakeholders [5,6]. Consequently, managers
should effectively run sustainable businesses in a multidimensional perspective, (re)defining traditional
management accounting and control systems, key performance indicators (KPIs), and reporting
activities [7]. As result, firms, both the biggest and the medium-smallest ones (e.g., Falle et al. [8]), are
changing their internal practices in order to integrate sustainability issues into company management.

However, the implementation of single management initiatives is no longer enough to address all
the sustainability challenges firms are called to face. In this regard, recent studies have called for a more
integrated approach in the use of management tools [9,10] both to better tackle sustainability issues
and to prevent possible distortive effects that single and isolated management practices could have
on business [9]. To this end, accounting, management control, and reporting should simultaneously
shift towards sustainability and be fully aligned in order to concretely support managers in making
a sustainable strategy operative [11]. However, the alignment of such systems is a tricky process.
Generally, the integration of traditional management and accounting practices with sustainability
issues is characterized by several interrelated technical, organizational, and cognitive aspects [9].
In light of this, prior studies assumed the integration of sustainability issues in existing management
tools and practices to be an “overlapping” process [9,10,12-14]. On the other hand, very few studies
considered the integration between sustainability-oriented management tools and practices as the
result of an “alignment” process [11,15,16]. Therefore, following the suggestions of Maas et al. [11] to
further investigate such “alignment” processes, the aim of this study is to contribute to the literature
finding empirical evidence about this underinvestigated topic.

In-line with the abovementioned, this paper, adopting the Maas et al. (2016) theoretical framework,
developed a case study investigating the integration modalities and dynamics of business sustainable
management tools and practices. Specifically, the focus was on an Egyptian holding company that is
largely recognized worldwide and in literature as an influential social enterprise [17-20] as well as an
important corporate sustainable practitioner [21] in the South coast of the Mediterranean basin. In
the context of the political, economic, and socioenvironmental issues that afflict this area, the selected
firm is on the forefront of sustainability management practices. Since its foundation, indeed, it has
cooperated with public and private partners, supporting local and international initiatives around
the world to boost sustainable economic growth. To that end, it is involved in the Partnership for
Research and Innovation in the Mediterranean Area (PRIMA) program currently being implemented.
The PRIMA initiative supports research and innovation public—private cooperation activities that are
useful to implementing innovative solutions aimed at improving the efficiency and the sustainability
of agri-food systems, as well as water provision in the Mediterranean Basin.

Differently from prior studies, the aim of this paper is to deeply analyze why and how an
integrated process between the different management tools and practices occurs to enhance corporate
sustainability in the long run. The paper is structured as follows: at first, a literature review on
single management tools (accounting, control, and reporting) was carried out; in the second part, the
theoretical framework and the need for an integrated approach fostering corporate sustainability is
highlighted; the methodological approach is then described; and, finally, the empirical case study is
developed. The paper ends with some discussions and conclusions giving theoretical and managerial
implications, as well as future research developments.



Sustainability 2019, 11, 1244 3 of 26

2. Literature Review

2.1. Sustainability Accounting

Management accounting is the process of identifying, measuring, accumulating, analyzing,
preparing, interpreting, and communicating information that helps managers to both make decisions
and plan and control business activities [22]. According to this definition, the core of management
accounting is represented by information. The latter, traditionally, derives from a series of measures
and indicators that express particular economic and financial business results (e.g., return on equity,
return on assets, profit margin, and debt ratio).

Despite its usefulness in supporting manager decision-making activities, several authors in
the literature have highlighted different limits of conventional accounting practices (see, e.g.,
Gray et al. [23], Gwilliam et al. [24]). One of the main critical issues of conventional accounting
is that it is excessively based on quantitative monetary parameters, proving to be scarcely suitable
for assessing business environmental impacts and sustainability results [25]. In recent years, given
the increasing attention of stakeholders and institutions to sustainability issues, such criticism has
been increasingly felt by firms, which have started to implement additional accounting tools for
measuring environmental and social performance with the aim to balance these aspects with the
economic dimension [26]. In light of this, sustainability accounting can be defined as the set of
activities, methods, and systems used to record, analyze, and report corporate sustainability-related
information (see Battaglia et al. [10], Giovannoni and Maraghini [14]). Therefore, the integration
of corporate sustainability accounting practices in conventional activities could be an innovative
evolution at the management level, particularly for planning, control, and evaluation activities. This
organizational innovation process is fundamental to better manage the business impacts on the society
and the environment [27].

2.2. Sustainability Management Control

Management control, in its broadest sense, can be defined as the organic set of tools, processes,
roles, and informal solutions aimed at driving the behavior of managers and business operators
towards the achievement of the overall organizational goals [28,29]. In the last three decades, the
concepts of accounting and management control have often been flanked and defined as a whole, rather
than separate and isolated topics [30]. Nevertheless, there is a substantial difference between the two
concepts. Accounting focuses on information, while management control is based on the mechanisms
through which managers direct the behavior of workers towards the desired actions and the strategic
objectives planned. Since corporate goals derive from the company’s basic strategic approach,
management control mechanisms ensue from business strategy, supporting its operationalization
and allowing its correction and readjustment [31]. Corporate strategy is commonly based on those
planned actions to achieve economic and financial business results. Recently, however, such a concept
has become limiting, as it is becoming increasingly important to integrate the economic aspects with
those of sustainability that, in turn, must become an integral part of the overall strategic approach
of the organization (2). In the light of this, management control systems also need to evolve and
reshape their traditional aims and function, addressing environmental and social issues as well [9,15].
Therefore, in literature, some authors have introduced the concept of sustainability management
control. Nevertheless, scholars have still not produced a definition or an organic debate about this
theme to date [32].

In particular, some studies have dealt with environmental management and ecocontrol as forms
of management mechanisms to monitor and assess the physical impact of business activities produced
on environment (e.g., Schaltegger and Burritt [33], Henri, J.-F. and Journault [34]). In other words, the
sustainability control system seems to be a parallel mechanism to the traditional management control
systems (MCSs), which focus on sustainable performance. However, at the same time, these managerial
mechanisms need to not remain isolated, but they must interact with traditional management control
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systems to allow effective integration of sustainability logic into the company strategy [9,35]. Such
an approach could be misleading regardless, since the separation of the two forms of controls could
lead to the adoption of merely symbolic behaviors, very different from the concrete integration of
sustainability principles within the company strategy and activities.

In our view, reading along the line of the body of previous studies, a sustainability management
control system should be considered as an advancement of the existing ones, since it should be built on
the existing management control architecture. In light of this, sustainability management control could
be defined as the set of tools and practices useful to operationalize sustainable strategies and to ensure a
balanced achievement of the economic, social, and environmental corporate performance. According to
this line of thinking, the entire business management control system could be understood as a “package”
in which there is a “continuum” between traditional control mechanisms and sustainability management
control logic, supporting the implementation of an effective sustainable business governance.

2.3. Sustainability Reporting

In literature, we could find several meanings and uses about reporting related to specific internal
and external accounting and management practices. The present study, as regard the term of reporting,
refers to external financial and nonfinancial disclosure activities and tools. To this end, reporting activities
differ from management control and accounting practices, since they manage data that cross company
boundaries, disclosing the main business performance to the stakeholders. Today, both scholars and
practitioners agree that traditional disclosures do not provide a clear and holistic overview of corporate
value [36]. The information disclosed in these statements refers to financial activities and show the
company’s financial position at a specific date or its financial inflows or outflows in a precise period [37].

Irrespective of this, traditional disclosures have been considered insufficient in providing
the whole range of information needed by investors and stakeholders [38,39]. Focusing almost
exclusively on business profitability and financial indicators may not guarantee long-term growth
and business success [40]. For this reason, more nonfinancial information is needed in order to
gain a wider perspective of overall business performance, including social and environmental
aspects. This has led to a broader adoption of sustainability reports. Sustainability reporting was
introduced around the early nineties, when the first environmental reports were published, mostly
on a voluntary basis, to inform external stakeholders about environmental implications of business
activities [41]. Over the years, this reporting process has been extended to also include social and
financial aspects [41], becoming an element of assessment and communication of an organization’s
sustainability performance over time [42]. At the present state, a sustainability report can be defined
as a report published by companies to report the impact of their daily activities in economic, social,
and environmental terms, also highlighting the link between organizations’ values, strategies, and
governance models with their commitment towards sustainable development [43].

3. Theoretical Background: Moving Towards an Integrated Approach

The literature review shows that there are several authors who have dealt with firms’ sustainability
tools and practices, underlining the relevance of sustainability issues at present, both among
academics and managers. Despite this, most of the literature focuses on single concepts and aspects
of sustainability management practices, considering them as separate and autonomous features.
In this regard, several recent studies have underlined this way of conceiving sustainability could
be misleading, calling for a more integrated approach (e.g., Gond et al. [9], Battaglia et al. [10],
Maas et al. [11]). In this regard, some authors have tried to propose solutions and frameworks for a
more integrated view of corporate sustainability.

In particular, we conventionally identified two main streams of literature. The authors belonging
to the first stream consider integration as the “overlap” of sustainability logic with traditional
business strategies and/or with existing management accounting, control, and reporting systems
(e.g., Adams and Frost [12], Riccaboni and Leone [13], Gond et al. [9], Giovannoni and Maraghini [14],
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Battaglia et al. [10]). In the second one, integration is conceived as the “alignment” and “interaction”
of two or more business management phases (e.g., accounting, control, and reporting), tools and/or
company teams, already oriented to sustainability issues (e.g., [11,15,16]). In a sense, it could be stated
that the second perspective is an advancement of the first. In fact, at first, there is the overlap of
sustainability logic to the existing management tools and practices (e.g., the sustainable dimension
added to the four perspectives of balance scorecard). Then, the alignment of the “new” sustainability
management dynamics can occur (e.g., sustainable balance scorecard supporting the process of
sustainability reporting).

Following this division, there is a wide part of literature, positioned in the first line of research,
which has empirically proposed different ways of overlapping sustainability thinking and tools
with more traditional management practices. Conversely, with reference to the second research
perspective, to date, an in-depth empirical analysis on how sustainability strategy, performance
measurement, accounting, and control systems interplay with each other, is missing so far [11]. This
constitutes an important gap in literature that needs to be filled. To the best of our knowledge, only
De Villiers et al. [16] empirically developed a new model of integration of sustainability management
tools, analyzing a New Zealand case study. In particular, De Villiers et al. [16] proposed a model
of integration between corporate sustainability management control and reporting. Within this
integration dynamics, the authors underlined the fundamental role played by stakeholders in
influencing, on one hand, the choice of key performance indicators (KPIs) for both balance scorecards
(BSC) and sustainability reports and, on the other hand, management focus.

The study of De Villiers et al. [16], although undoubtedly representing a starting point for the
studies concerning integration (understood as alignment) between sustainability management tools,
nevertheless presents only a partial view of the phenomenon. Since the integration analyzed by
these authors mainly regards BSC and sustainability reports, some fundamental business functions
(such as accounting and strategy) was not considered, thus leaving the aforementioned gap still
underinvestigated. Maas et al. [11], conversely, proposed a more holistic framework, according
to which the integration process concerns the alignment of all the company phases, from strategy
definition to external reporting.

Such a framework develops around two main paths of sustainability management development,
the inside-out (see Figure 1) and the outside-in (see Figure 2) perspectives, in-line with the theoretical
structure proposed by Burritt & Schaltegger [15]. In particular, the outside-in perspective argues
that external stakeholders can exert considerable pressure and, consequently, have a greater impact
on corporate behavior and performance, compared to internal goals and managerial commitment.
Conversely, the inside-out perspective contemplates that the development of appropriate management
accounting, control, and reporting systems requires a well-defined sustainability strategy and a clear
definition by managers of sustainability-oriented goals and measures (11). In other words, with the
inside-out perspective, the construction of accounting, control, and reporting systems is driven by the
corporate sustainable strategy and commitment, while the outside-in perspective is mainly driven
by the stakeholder’s pressure. Finally, Burritt and Schaltegger [15] introduced a final path for the
development of accounting and reporting tools: the twin track approach. Through the twin track
approach, the definition of sustainability management tools is influenced both by the company’s
management commitment and the external pressures of stakeholder and institutions. In other words,
the twin track approach is the combination of the outside-in and the inside-out perspectives. Figures 1
and 2 summarize the perspectives aforementioned.

Summarizing, the development of the accounting, control, and reporting tools for sustainability
is affected by two main factors: corporate commitment and the external pressures of the institutions.
Based on the degree of pressure exerted on the company (high or low), these two drivers ensure that
one of the development paths (inside-out, outside-in or twin track) of sustainability management
tools occurs [44]. Figure 3 summarizes the main factors which drive sustainability accounting
development paths.
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Inside-out perspective:

Starting from the vision and the business purpose, top
management should define the sustainability strategy.
The latter need to be effectively operationalized
through the development of appropriate management
accounting, control and reporting systems

Sustainable purpose &
strategy

:

¥ The first step to operationalize the sustainable strategy
[ Sustainability assessment & is to realize a sustainability assessment to understand

KPls settlement which sustainability issues are crucial for the business
and, as a consequence, define appropriate KPls

¥ On the basis of the KPIs defined, managers proceed
with controlling activities, measuring the achieved
performance and evaluating any deviation from the

planned goals

[ Sustainability contral

Business sustainability activities and impacts are
communicated to the external stakeholders through
the sustainability reporting , which contains
information about economic, social and environmental
dimensions of firm's performance.

L

1]

[ Sustainability reporting

Source: Own adaptation from Burritt and Schaltegger [15] and Maas et al. [11].
Figure 1. Inside-out perspective.

Outside-in perspective:

If the relationship with the stakeholders goes beyond
the simple aspects of legitimization, reputation and
social acceptance, itcan lead to a new mindsetthat, in
turn, can lead to a rethinking of both corporate
strategies and purpose

[Sustainabilit\_,' purpose &

strategy
"

From communication with stakeholders, managerscan
understand their expectationsand priorities. From
stakeholder expectations, appropriate performance

measures and KPlscan be developed, onwhich control

sustainability business activities will be based.

[ Sustainability assessment,

accounting and control
r Y

Sustainability reporting can representa mean for the
communication with stakeholders. Through stakeholder
engagement, managers can activate “feedback loops”
through which they can become aware of stakeholder
advice and critigque, understanding which information is
perceived as trustworthy and relevant.

[ Sustainability reporting

"

Stakeholder, on the basis of companies’ sustainability
report, can exertrelevant pressure on firm behavior.

[T 1]

[ Stakeholder pressure

Source: Own adaptation from Burritt and Schaltegger [15] and Maas et al. [11].

Figure 2. Outside-in perspective.

In light of the theoretical constructions highlighted above, this paper aims to present a more
holistic in-depth analysis on how sustainability management practices and tools interplay with each
other, trying to fill the lack of this type of study in literature. In other words, this paper aims to
understand, through the analysis of a case study, how the integration process, theoretically discussed
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above, concretely takes place, focusing on the human, social, and managerial dynamics that are at its
base. In particular, the research goals of this study are as follows.

1.  To provide empirical evidence to the theoretical framework proposed by Maas et al. [11].

2. Tounderstand which sustainability path mainly occurs within this integration process (outside-in,
inside-out or twin track).

3.  To shed light on the design and alignment modalities of all the managerial tools and practices
involved in the corporate sustainability management.

Adoption pattern

Substantive Svmbaolic
(conviction 1n the (no conviction in the
business practice) business practice)
INSIDE-OUT ISOLATED
Weak | (reporting results from the (no conviction of the
conviction of the organisation in the
(low ... ) .
organisation in the business practice and low
external .= . . ] )
business practice, while external pressure; the
pressure) L
external pressure to report | organisation reports to
Institutional 15 low) improve its image)
pressure TWIN-TRACK
) OUTSIDE-IN
; rti sults from th . .
Strong | (repo INE resufls rom the (reporting results from
. conviction of the .
(high L. high external pressure,
= organisation in the "
external L= . but the organisation does
business practice as well P
pressure) . not have conviction in the
as from high external . .
business practice)
pressure to report)

Source: Gonzalez Gonzalez and Zamora Ramirez [44].

Figure 3. Matrix of factors driving the sustainability accounting development paths.

4. Methodology

Given the exploratory and descriptive nature of our research, we chose the methodology of the
single case study in line with Yin’s [45] recommendations. The aim of this study is to highlight how
and why sustainability management accounting, reporting, and control tools are adopted, designed,
and aligned in a particular business context. In light of this, the case study method represents a holistic
research strategy directed at understanding the internal dynamics of a single specific context [46]. This
methodology, in fact, is particularly effective in deepening and richly describing the existence of a
specific phenomenon [47]. Moreover, a single-case study represents a particularly valid method in
studying accounting and control practices [48] because of the uniqueness and unrepeatability that
distinguishes companies from each other [49].

4.1. Selection of Case

This paper aims to reply to Maas, Schaltegger, and Crutzen’s [11] call for insights, empirically
examining, through a case study, how a company implements integrated management systems,
practices, and tools to tackle sustainability issues. To this purpose, we developed the analysis focusing
on an Egyptian holding company, which is at the forefront of fostering sustainable development, also
taking part in several public—private international and regional initiatives currently implemented.
We selected such a firm, firstly because it operates in a developing country and because in spite of
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political, socioeconomic, and environmental contingent hardships, it succeeds in operationalizing
sustainability principles at the management level. Secondly, because we intended to examine the
background processes of such a firm, following findings of previous studies focused on corporate
performance, which identified it as one of the most influential social enterprises [17-20] and a virtuous
example of a sustainable corporate practitioner [21]. Finally, we chose this firm because we considered
it one of the best innovators due to its inclusion in a new database of a Mediterranean corporate
sustainable observatory developed by the PRIMA Programme.

Such a feature makes this case study of great interest both for the academic community and for
the business world as it shows an optimal practical synthesis of how the sustainable management of a
business can guarantee the sustainable development of an entire community.

4.2.Data Collection and Analysis

Following Yin’s [45] study, we ensured our study was rigorous by applying data triangulation.
In particular, data collection and analysis processes were carried out in several steps.

In a first phase, we verified that the company’s accounting activities and tools were compatible
with the objectives of our study. For this purpose, we consulted the company website and the company
reports present in it. Once the potential of the case was ascertained, we requested, via email, to
obtain internal documents, such as PowerPoint presentations, performance indicators, and various
accounting documents, so as to verify the presence of a real integrated management accounting and
control approach. Finally, the accounting documents collected were carefully analyzed, and the related
contents were corroborated through face-to-face interviews with company managers, using software
such as Skype and Zoom.

The entire process of selection, collection, and analysis of data lasted from September 2018
to January 2019, incorporating a period of approximately five months. In order to have multiple
sources of data and corroborate the document contents, we interacted in different ways with business
managers. In particular, two Skype meetings were held for about two hours with the chief sustainable
development officer and a member of the research and international affairs of Heliopolis University
(partner of SEKEM initiative). In addition to these meetings, further information on the data received
was requested through the exchange of numerous emails throughout the investigation period. The
interactions with managers with different backgrounds were fundamental, as they allowed us to
carry out a more holistic investigation, since we had different points of view of the phenomenon
being studied.

Finally, the combination of the various documentary sources and the statements of the managers
allowed us to reconstruct the internal dynamics that occur in the processes of employment and
alignment of the various sustainable management accounting and control tools.

5. Case Study

5.1. Business Background

SEKEM is an Egyptian enterprise, employing 1290 workers, founded by Dr. Ibrahim Abouleish
in the Egyptian desert in 1977, with the aim to achieve the sustainable development of the Egyptian
community through long-term economic-, social-, cultural-, and ecological-oriented activities. In
order to tackle the major Egyptian problems of food security, water scarcity, climate change, and
widespread poverty, the main competitive solutions adopted by SEKEM are the transition towards
organic/biodynamic agriculture and the production of sustainable phytopharmaceuticals as well
as of organic textiles and clothes. According to its business values and activities, during the years,
SEKEM developed a remarkable holistic business model, in accordance with ecological and ethical
principles, characterized by four pillars: economic life, ecology, societal life, and cultural life. In-line
with this business model structure, part of the profits from economic activities is reinvested in the other
sustainable initiatives, also in association with long-standing international partnerships. In Europe,
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in fact, there are five associations, in five different countries (Austria, Germany, the Netherlands,
Scandinavia, and Switzerland), which support cultural work for the SEKEM Initiative through funding
and donations. Together with its European partners, SEKEM founded the International Association for
Partnership in Ecology and Trade (IAP), with the aim of facilitating interaction and communication
between farmers, producers, and traders, also improving the quality of organic food. In this way,
SEKEM operates as a bridge between countries to the North and South of the Mediterranean area, to
promote the purpose of SEKEM and encourage an intercultural dialogue.

From a social perspective, 10% of profits of SEKEM companies cofinance cultural and social
activities of the SEKEM Development Foundation, a private nonprofit organization, with the aim to
improve healthcare and educational systems and manage training centers. Additionally, in 2012, the
Heliopolis University for Sustainable Development was established under the umbrella of SEKEM
Initiatives, underlining the original idea of Dr. Ibrahim Abouleish, which is the achievement of
sustainable development by reinvesting in the community. Figure 4 reports the business model of
SEKEM holding.

= pr—

Coop. of SEKEM Employees

l SEREM Dl opment Faund atkan

IS1S Organic SEKEM For Land Reclamation Cade of Concuct SEKEM Mursery
Organic FMCG #eclaiming Desert Land Nursery
ATOS Pharma Libra Gender Equality SEKEM Kindergarten
Phytophs rmaceuticsls Omganic Cattle Management Emgowering Womer Kindengasten
MatureTex El Mizan IAP SEKEM Schools
Drganic Testiles & Garments Grafing Plarits Nt Associstion af Partnesship Variaus Sthaols
Lotus SEKEM Labs SEKEM Special Needs
Crganic FMCG Institute for preople with disabilities

Lotus Upper Egypt

VTC

Organic FMCG SEKEM Vocatianal Training Center

SEKEM Medical Center

Hespital

Heliopolis University

University

Source: SEKEM internal documents.
Figure 4. SEKEM business model.
5.2. The SEKEM Purpose and Strategy
“The strong vision of the founder of sustainable development has become part of the company’s DNA
and represents the philosophy without which SEKEM could not exist.”
(SEKEM scholar affiliated)
Starting from the words of a PhD scholar of the Research and International Affairs of Heliopolis

University, it is clear how the strong vision of the founder guides the core company’s values and
actions and has become a reality in what is now the purpose of SEKEM:

“Sustainable development towards a future where every human being can unfold his individual
potential; where mankind lives together in social forms reflecting human dignity; and where all
economic activity is conducted in accordance with ecological and ethical principles.”
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From such a purpose derives the SEKEM strategy of reclaiming the desert lands and cultivating
them in a sustainable way, mitigating the main Egyptian issues of food insecurity, water scarcity, and
climate change, also developing a sustainable human community.

Managerial commitment was essential to the launch and development of SEKEM initiatives in a
context like the Egyptian one, where attention towards sustainability issues by external policy-makers
and stakeholders (understood as physical entities, not as environmental or social issues) is relatively
weak. In line with this, regarding the actors/factors that pushed SEKEM to pursue sustainability goals
and activities, the Chief Sustainable Development (SD) Officer states, “It’s not about policy-makers.
Policy-makers and institutions around us are pretty much on the opposite respect to our philosophy.”
As proof of this, he confirms that the main shareholders are European ethical banks, while there are no
Egyptian banks, which demonstrates that they are “not very interested in such a long-term sustainable
approach.” In-line with this, the impulse to pursue a purpose of sustainable human development
comes almost exclusively from company commitment, as stated by the Chief SD Officer “we are driven
mainly by our vision, by our connection to the SEKEM philosophical principles that guide us and that
drive our leadership and our community.”

The sustainable purpose of SEKEM has had a fundamental operational impact, guiding actions at
all business levels. In fact, at the operational level, the corporate purpose is translated into four fields
of life, on which the organizational structure of SEKEM is based: economic life, ecology, societal life,
and cultural life. This organizational structure provides that for each field of life different companies,
institutions, and NGOs operate, which pursue the corporate purpose of SEKEM of establishing a
community in Egypt oriented to long-term economic, environmental, and social development. For this
reason, the Chief SD Officer describes the structure of SEKEM as “holonic”, as it is understood as a
group business model made up of different interactive organizations, each with its own goals, tasks,
and responsibilities, giving their contributions to the realization of the general purpose of SEKEM.
The four pillars that characterize the SEKEM business model and, consequently, the operational
company’s activities, have been translated, since 2008, in a specific accounting framework named
Sustainability Flower (cf. Figure 5). This framework represents, today, the main baseline tool for
business management, performance assessment, and corporate communication, guiding everyday
company strategy operationalization.

CULTURAL

Life

Source: SEKEM documents

Figure 5. The Sustainability Flower and the four fields of life (economic life; ecology with its six
subdimensions; societal life; and cultural life).
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5.3. SEKEM Sustainability Accounting: From Strategy to KPI Settlement

What has been described up until now represents the cultural base on which SEKEM has built its
entire business reality. In-line with the pillars that characterize the company strategy and business
model, accounting tools and the related key performance indicators (KPIs) have been developed.

The accounting frame, in fact, follows the Sustainability Flower structure. In particular,
considering the four sustainability pillars, the company managers have defined eighteen medium-
and long-term vision goals. The latter are then operationally translated into an accounting statement,
in which each vision goal is associated with more short-term objectives (current and next year) to be
pursued, as well as the related KPIs for the evaluation of the achieved results.

Given the complexity of the SEKEM business model, the accounting structure was set up to
holistically comprehend all aspects and entities involved in the "“SEKEM Initiative”. SEKEM Holding
has a consolidated accounting statement in which the various vision goals, divided according to the
pillar to which they refer, are associated with the concerned UN Sustainable Development Goals
(SDGs), as well as with the projects carried out for their pursuit. The latter are complemented by KPIs
to be considered in order to quantify their progress. Each project, with the related KPlIs, is assigned to
the different entities that make up SEKEM initiatives, based on their role in the various sustainability
pillars and their specific background. Finally, the accounting framework outlines for each entity, the
intermediate objectives to be reached in the short term and the managers responsible for the assigned
activities (Figure 6).
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Figure 6. Extract from the SEKEM accounting model.

Each entity, in turn, records its own achieved results and periodically communicates them to the
holding company so that it can integrate the individual accounting records in the consolidated statement.

The constructing process of this accounting model started in 2008, in line with the creation
of the Sustainability Flower framework. Starting from this general framework, through a kind of
materiality analysis, top managers identified the sustainability main issues and, consequently, the
related accounting metrics. In particular, SEKEM’s management has defined a well-structured set of
KPIs and targets. The definition of this corporate integrated performance measurement matrix has
been the result of a crucial internal auditing process in which the management “has translated the
framework of Sustainability Flower into indicators... the set of those sustainability KPIs is definitely
an outcome of a kind of materiality analysis,” as stated by the Chief SD Officer. SEKEM’s accounting
system has, thus, been built on the principles characterizing the corporate purpose and strategy, as
well considering those targets highlighted in the Agenda2030 SDGs framework. Considering such an
integrated approach, SEKEM Chief SD Officer claimed “All KPIs belong to aspects, and all the aspects
belong to the four dimensions of sustainable development which form the DNA of our initiatives.
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That’s the link!” In fact, for each pillar, several issues are identified. Moreover, the KPIs matrix tool
aligns one or more SDGs for every issue. Each of these issues is assessed through a specific KPI, which
allows them to evaluate the performance achieved compared to a preestablished target value (for more
details, see SEKEM’s sustainability KPI matrix reported in Table A1).

The use of such an integrated accounting system allows SEKEM managers to measure
and systematically monitor corporate economic, environmental, social, and cultural performance.
Moreover, it allows them to identify and correct possible misalignments from targets and support
efficiently the internal and external reporting processes.

5.4. SEKEM Sustainable Management Control: From Accounting to Balance Scorecard (BSC)

In the literature, the concepts of accounting and control are often linked, since accounting
represents the information base through which the business control unit carries out its monitoring
and benchmarking activities. In SEKEM, such a link is given by the deep connection between the
accounting model and the performance balance scorecard. Starting from the aspects and KPIs identified
within the accounting statement, the management of SEKEM has elaborated a sustainable balance
scorecard through which it provides a quick impression of where the company stands in terms of its
sustainability performance. In particular, two kinds of scorecards have been implemented. One of
them highlights the type of impact that SEKEM activities produce on the several aspects characterizing
the four flower pillars (no impact, negative impact, or positive impact); the other, instead, quantifies
those impacts through KPIs. In the first balance scorecard, each sustainability flower pillar is divided in
a plurality of “performance aspects”. The latter can be defined as a subset of the flower sustainability
pillars, which comprehend all the projects that address the issues to which the performance aspect
refers (for example, a water recovery project comes in the performance aspect named “water use”,
which, in turn, is part of the water pillar of the ecological life dimension). For each performance
aspect, the balance scorecard presents a set of goals that need to be pursued, which in turn are flanked
by the operational levers on which to act for their achievement. Finally, the impacts produced by
SEKEM activities on the different performance aspects are assessed through a traffic light indicator,
where green shows an excellent performance, red means no action or negative impact, while yellow
indicates that actions have been carried out because awareness exists (for more details, see the SEKEM
qualitative sustainability balance scorecard reported in Figure A1).

This first balance scorecard has a more qualitative approach and has the function of giving a quick
feedback on the impact of SEKEM’s activities on the sustainability flower dimensions.

With the aim of giving a quantitative dimension to the impacts highlighted in the first scorecard,
a second and more numerical balance scorecard has been realized. This second scorecard starts from
performance aspects derived from sustainability pillars but, instead of the present goals and levers,
highlights specific KPIs, associated to which are numeric targets to be pursued and the results achieved.
Finally, a visual results evaluation through a five-point scale (from not achieved to totally achieved) is
introduced (cf. Figure 7).

This articulation of the balance scorecard and performance measurement has a dual function, for
management decision-making support and for both internal and external communication. The balance
scorecard system allows managers to extract priority information to communicate to the CEO as well
as represents the base from which relevant information is disclosed to be communicated to external
stakeholders through sustainability reporting.

What has been described so far regarding the performance measurement structure represents the
most tangible dimension of the management control, since it is related to the material tools used in
monitoring and benchmarking activities. In addition to the tangible dimension of control, there is also
an intangible dimension, which is more related to human interactions and activities.

The complexity of the SEKEM business reality means that the concrete accounting and monitoring
of the overall sustainability performance can only occur through a constant dialogue between all the
managers and entities that are part of the SEKEM initiative. Depending on the company management
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field (strategic, operational, cultural, etc.), periodic meetings are organized, in which the progress
or possible future developments of the business are discussed at various company levels. In these
meetings, the key means of communication are represented by accounting data and sustainable KPIs,

demonstrating how the two dimensions of control are preliminary to one another in the process of
monitoring and evaluating sustainable performance. Table 1 shows the types of meetings as well as
the actors involved, and the managerial tools used.
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Figure 7. Extract from SEKEM quantitative sustainability balance scorecard.

Table 1. SEKEM management meetings.

Frequency of Meeting Actors Content of Meeting Type of Documents Shared
Discussion, on a philosophical but also
e CEO practical level, what the purpose of
Weekly meetings e Employees and broader SEKEM ~ SEKEM means, with the aim to collect Sustainability
community (including farmers some ideas and translate the purpose Flower framework
and university’s staff) into concrete solutions and projects
(vision meetings)
e Each company General Manager  precentation and discussion of M t Re "
Monthly meetings e Team of Functional Departments  consolidated sustainability data with all ° anagement seports
e SD Committee companies’ groups e Sustainable KPIs
e CEO
e Quarterly Board Committee . . L
(composed of members of SD Discussion and validation of data about e Sustainable KPIs

Quarterly meetings

Committee and other
nonexecutive Board members
with experience in the field of
sustainable development)

sustainable performance of
SEKEM group

Balance Scorecard

Half year base
meetings

e Board of directors
e SD Committee

Discussion and assessment of financial
and nonfinancial business performance

Financial KPIs
Prioritize set of
sustainable KPIs

Annual meetings

e Board of directors
e CEO

Discussion and approval of
Sustainability Report

Sustainability Report

Source: Authors’ elaboration.

On the communication and control function held by the management meetings, the Chief SD
Officer states “we collect management report and data of each SEKEM entity, and discuss them



Sustainability 2019, 11, 1244 14 of 26

in monthly meetings with each company managers and functional departments... the same occur
for SEKEM holding, where we discuss with top management, and that’s how we communicate...
Every three months there is a meeting between CEO and Quarterly Board Committee in which
consolidated sustainable performance data are discussed and validated... In half year base meetings
are discussed financial indicators and a prioritize set of sustainable indicators to have a look on general
business performance.”

5.5. SEKEM Sustainability Reporting: From BSC to Sustainability Report

After setting goals, targets, and KPIs and measuring and evaluating performance according to
the Sustainability Flower framework, the reporting phase takes place through the preparation of the
Sustainability Report (SR). This document presents the evaluation and communication of SEKEM’s
performance through the quantitative Balance Scorecard, structuring the analysis according to the four
fields of life. In particular, for each of them, starting from the performance aspects of the Sustainability
Flower framework, some aspects have been removed or added according to stakeholders” demand
or the management’s decision. In correspondence to every aspect, various indicators are analyzed,
specifying for each of them the unit of measurement, the target to reach, and the performance actually
achieved, compared to that of the previous year. In the penultimate column, the degree of success in
reaching the preestablished target is graphically represented, on a scale between 1 and 5 (Figure 8).
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Figure 8. SEKEM inside-out integration dynamics.

Regarding the choice of the main aspects to be included in the SR, the Chief SD Officer states that
“We meet some of our key partners and we try to match what is most important for us with what is
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important for them, with the aim of establishing the relative priorities... and to become a little bit more
focused on our goals.” The stakeholders’ requests are collected and taken into consideration in order
to establish which indicators, among those defined by the top management, must be included in the
report. The SR, thus defined, is perfectly aligned with the company’s purpose and medium/long-term
goals, presenting a holistic and integrated performance assessment of the four fields of life, on which
the organizational structure of the company is based. In conclusion, the SR represents the final step that
summarizes the vertical integration process (between company purpose, performance measurement,
control systems, and reporting) and the horizontal one (between the four dimensions of sustainability).

5.6. SEKEM Management Integration Path: Why and How

The management tools and practices examined so far, as well as the culture to the constant
monitoring of sustainability performance in all its dimensions, make SEKEM a social innovator able
to support the sustainable growth and development not only of the business itself, but also of an
entire community.

The steady attention to social and environmental criticalities of the Egyptian context, together
with the strong managerial commitment, ensure that sustainability issues are perfectly integrated in
the company strategy and, consequently, in management practices and tools.

Since Egypt (in coherence with other countries of the Southern shore of the Mediterranean)
presents numerous problems related to land reclamation, water scarcity, and food security, a long-term
management approach is necessary in order to preserve the environmental production factors. This is
the basic idea that characterizes the SEKEM philosophy. Thus, the Chief SD Officer says: “Imagine if
you start working in the desert, you need very patience and long-term capital with not high interests.
From a capitalistic perspective it is not really profitable... it makes sense in a true cost perspective
or including social and environmental benefits.” The SEKEM philosophy is linked with the true
cost accounting approach, according to which the negative impacts that the company produces on
society and the environment must be considered and accounted as costs, and the positive impacts are
comparable to revenues. The SEKEM philosophy derives from the ideas and values of the founder and
his family, who still today drive SEKEM’s leadership and management.

However, such a sustainable business approach is not always shared within the context of
reference. Institutions and policy-makers, in fact, tend to be little inclined to issues of sustainable
development and to exert a rather weak pressure on companies about sustainability practices. In this
regard, the Chief SD Officer state: “Policy-makers and institutions around us are pretty much on the
opposite respect to our philosophy...there is a lot of market distortion that prevent us from seeing the
true costs of what we do.”

These statements allowed us to understand that the development and subsequent integration
of sustainable management accounting, control, and reporting tools have mostly depended on the
conviction of top management in those sustainability management practices in a context of weak
stakeholder pressure, configuring an inside-out path of adoption (see Figure 3). Such a managerial
adoption path has been confirmed by the sustainability accountant who, in this regard, affirms “No
pressure changed our accounting models... We have been always in the lead, on the forefront of our
accounting, control and reporting system.”

The empirical evidence presented so far confirms the theoretical validity of the Gonzalez Gonzalez
and Zamora Ramirez [44] matrix. We have verified, in fact, that in contexts with weak stakeholder
pressures, the development of the accounting and control tools derives from the culture and the
conviction of the company top management, in a top-down or inside-out approach. Moreover, the
Burritt and Schaltegger [15] and Maas et al. [11] framework has also been empirically validated. The
integration process of the various accounting tools took place through several steps, in which each
previous tool represented the development basis for the next. Starting from the company purpose, the
Sustainability Flower framework was developed. Within this framework, the guiding principles that
drive the company strategy and actions were formalized, and the accounting model and the related
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indicators were developed. The accounting frame, in turn, represents the information base of the
SEKEM sustainable balance scorecard through which management control activities are carried out.
Finally, the priority KPIs present in the balance scorecard constitute the key information included in
the sustainability report and, therefore, communicated to external stakeholders.

The integration of accounting, control, and reporting tools can be classified as the most technical
and superficial part of the whole alignment process. Alone, however, it is not enough to fully explain
how managerial integration takes place. To this end, it is necessary to highlight that the integration of
the tools was possible thanks to a further alignment of the various corporate actors and departments
and a strong and extensive sharing of the same business culture.

This subdivision conceptually reflects the three integration dimensions identified by Gond et al. [9]:
technical, organizational, and cognitive. However, these last are reinterpreted considering the results of
this business case. In their study, Gond et al. [9] intended for these forms of integration to be used as an
overlap between the traditional business practices and those of sustainability. The authors, focusing on the
integration between traditional control systems and sustainable ones based on their level of integration
on the three dimensions, delineated eight ideal types of organizational configurations: from the lowest
and decoupled scheme (configuration A) to the highest sustainability integrated ones (configuration H).

In such a framework, SEKEM can be placed in the “H” configuration, since it represents a business
reality in which sustainability, strategy, and decision-making processes are completely overlapping,
and the accounting and control structure holistically accounts for all sustainability aspects. For this
reason, in the present study, it makes more sense to reinterpret the three Gond et al. [9] dimensions
of integration as alignment modalities (rather than overlapping) within the adoption path frame
proposed by Burritt and Schaltegger [15].

In light of this, the organizational integration is complementary to technical integration, since
the SEKEM group includes several entities, each of which belongs to a different pillar and with
different projects to be carried out. In this context, the dialogue between the sustainability department,
responsible for aggregating and consolidating data at group level, and general managers of the various
business units, becomes crucial and represents the main form of integration. This dialogue takes place
through periodic meetings in which problems, future actions, possible strategy adjustments or metrics
definitions are discussed, through the accounting systems and the sustainability performance data.
In this process of interaction between managers, the accounting and control tools rediscover their
communication function, encouraging dialogue between the different company levels and at different
company management phases (account, control, or reporting). At the same time, the continuous
dialogue led to a learning-by-doing process, through which performance metrics and accounting
and reporting systems were gradually customized, based on the priorities and needs expressed by
the managers and departments involved in the interaction and integration process. Regarding the
integration topics presented above, SEKEM key respondents state

“we [referred to SD holding department] work with the management of each company level, as
well as with the holding top management...We share the holistic reporting and management system
information within management meetings, in order to discuss and improve measures and to relate
them back to our long-term vision...This is our means for an effective integration and for building
a shared vision...we continuously learn and continuously try to adapt the flower (and the related
indicators and metrics) to the new aspects that come into play.”

The last aspect of integration is the cultural/cognitive one. From the empirical evidence that
emerged from the case, we can state that the technical and organizational integration that took
place in SEKEM would hardly have been successful without aligning all company actors’ culture
with the sustainable SEKEM purpose. Dialogue and mutual understanding, which are required at
different stages of business integration, can only take place when everyone shares the same values
and objectives. The process of disseminating corporate values was fundamental in order to align all
company levels with a single purpose: the pursuit of the long-term sustainable objectives of SEKEM.
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“Align organization to our purpose really means to raise the awareness of our employees and of our
leaders... It’s all about consciousness level... not all trust the holistic idea, not everyone can relate to
all the SEKEM vision goals and the main challenge is to provide everyone with an understanding
of how they relate to the SEKEM vision goals... this is important because, of course, this vision
goals must be achieved by joint effort of all entities under the SEKEM umbrella and that require
a quite integrated thinking...” In this perspective, the Sustainability Flower framework is the main
means of communication and dissemination of the SEKEM purpose and vision. It plays the role of
a reference point in the various meetings that top management performs to instruct people to those
guiding principles, and it drives the daily actions of anyone working in SEKEM. The cultural aspect
becomes the background in which all the other business alignment and interaction dynamics take
place. Regarding this, the key business respondents confirmed

“The spread of SEKEM purpose to the different employees and middle-management level, occur by
reqular vision meetings... Helmy Abouleish, the CEO and the cofounder of SEKEM, periodically
meets different employees” groups in order to discuss, on a philosophical but also practical level,
what the SEKEM philosophy means... we [referred to SEKEM holding managers] support people in
understanding what does SEKEM vision goals mean to them, what is their role, what do we expect
from them, by couching, by training and by ongoing discussion in which the focus is not only on
financial-economic aspects and data, but also on cultural, society, and ecological data and dimensions...
Dialogue is the most important integration means!”

In light of the business dynamics analyzed, we can conclude that the technical perspective is only
the most superficial aspect of the entire integration process, which is much more complex and also
includes the most intangible and intimate company aspects, such as the human and social ones.

Indeed, the case study showed that technical integration is possible only when the organizational
and cultural integrations are also fully verified. The complete and holistic interplay of these three
integration dimensions allows the effective operationalization of the business sustainable purpose
and strategy through the different management tools and phases, in the modalities foreseen by
the Burritt and Schaltegger [15] and Maas et al. [11] framework (Figure 8). Finally, the alignment
process, discussed above, enabled SEKEM managers to translate long-term objectives into shorter-term
objectives and operational activities, as well as to continuously monitor the results achieved. On the
basis of accounting information, the management decides about future activities and priorities to be
addressed with greater urgency in order to preserve the socioenvironmental context.

6. Conclusions

Nowadays, with the launch of Agenda 2030 [1], firms are contingently called to face sustainability
issues at the management level fostering a resilient economic growth and taking in account
stakeholder expectations. Management practices and commitment can play a crucial role in making
sustainable business purpose and strategy operational. Nevertheless, the isolated adoption of
sustainability-oriented management tools can lead to only symbolic behaviors, with no concrete
effects on business sustainability impacts. To this end, a strong integration between all sustainable
management practices and tools is required.

Hitherto, only few papers have dealt with such type of integration, leaving open research gaps
regarding the related modalities of interaction between different sustainable business practices.

From this perspective, Maas et al. [11], starting from the Burritt and Schaltegger [15] study,
proposed a theoretical model of integration of sustainability-oriented management tools (from strategy
to reporting). The authors, moreover, underlined that an in-depth empirical analysis on how such
managerial tools interplay with each other is missing so far. Taking this gap as a starting point, this
paper developed a business case study in which we analyzed the integration dynamics that occur
within the sustainability mechanisms of an Egyptian firm. Since the object of this study concerned
sustainability issues, we intentionally chose a company that operates in a context in which these
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issues are fundamental for the region’s growth and development. In Egypt (as in the other countries
of the Southern shore of the Mediterranean), problems like water scarcity, land reclamation, and
poverty are on the agenda and need to be addressed. SEKEM has included these critical aspects
within its purpose and strategy, trying to match business sustainable development with that of the
entire Egyptian community. To this end, sustainability-oriented management tools play a fundamental
role in supporting managers in the daily operationalization of the strategy as well as in monitoring
to ensure that long-term sustainable objectives are constantly pursued. Nevertheless, what makes
SEKEM’s management system effective is a strong integration between the different phases that
lead to the strategy being implemented, and the related results to be accounted for, monitored, and,
finally, communicated.

The results of our qualitative analysis allow us to rethink the concept of integration commonly
used in literature when scholars debate about sustainability management issues at the firm level. In
line of this, we demonstrated that the integration concept is not only about management tools, but
it also involves, in a more holistic perspective, organizational and cognitive factors. The technical
integration of management tools can only occur when all organization levels are well aligned, and
everyone shares a common set of values. These findings represent the principal aspect of the value
added delivered by this study to the domain.

Moreover, this paper offers further important theoretical insights. First, the Maas et al. [11]
framework was empirically validated and, additionally, enriched with more business dynamics
that underlie the physical integration of management accounting, control, and reporting tools.
Moreover, we confirmed that in the context of weak stakeholder pressure for sustainability practice
adoption, the design and integration modalities of sustainable management tools derive from
managerial commitment in a top-down perspective. Ultimately, the case study evidence highlights the
importance of shifting the concept of integration from “overlap” of traditional management tools with
sustainability-oriented ones, to “alignment” of different sustainable management tools and practices.
In this sense, we have readapted the three types of integration (technical, organizational, and cognitive)
proposed by Gond et al. [9] in such a way that these dimensions result as forms of alignment of the
different phases of the sustainable business management, rather than as an overlap between traditional
and sustainability-oriented managerial mechanisms.

Starting from the previous theoretical considerations, the SEKEM case study also presents several
managerial pieces of evidence, which are useful in developing an effective managerial system to
support corporate sustainability. Single initiatives do not concretely address sustainability issues, but a
full involvement of all company levels, activities, and tools is necessary as well as possible. The SEKEM
case study shows that a sustainability-oriented purpose and strategy can be better operationalized
when translated into management accounting, control, and reporting systems and tools. Starting from
a clear corporate purpose and strategy, accounting must rediscover its function of communication,
acting as a basis for dialogue between the various corporate actors. The management control system,
on the other hand, has to consider the sustainable KPIs, alongside financial ones, with the aim of
measuring and then reporting any economic, social, and ecological business impact. In other words,
this case study highlights how, through management accounting and control systems, corporate
purpose can be formalized in short- and medium-long term objectives and then translated in an
operative line of action. This result can be better achieved when a holistic alignment process (rather
than just overlapping) occurs, ensuring technical, organizational, and cultural integration. Finally,
the paper reveals that corporate sustainability is a continuous and constant process that needs to
be managed daily through an integrated approach. The concept of integration can clearly refer to
the overlap of traditional managerial practices with sustainability-oriented ones, but not only that.
Integration can be even more effective in addressing sustainability issues when it is referred to the
alignment of business tools and functions. Regardless, this new concept of integration does not exclude
the old one but rather reinforces it. At first, it is necessary to overlap traditional and sustainable
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management practices. Afterwards, managers have to align such reshaped practices to ensure the
corporate sustainable growth.

This study opens the way to further considerations and empirical analyses regarding the processes
of integration and alignment of managerial phases and tools, in order to ensure sustainable economic
growth. Studying other business cases, also in other socioeconomic contexts, may help to identify new
ways of managerial integration, also with reference to outside-in and twin-track approach perspectives.
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Appendix A
Table Al. SEKEM's sustainability KPI matrix.
Pillars Issues KPIs Targets 2017 2016 SDGs
Economic Value Creation Total Net Revenue (million EGP) 470,934 476,449 380,932 18
Economic Value Creation Gross Profit (million EGP) 235,488 237,857 199,356 18
Economic Value Creation EBITDA (million EGP) 130,082 131,962 100,495 18
Economic Value Creation Net Profit before Tax 6729 16,297 641 18
(million EGP)
Economic Value Creation Export Sales (%) 0.37 0.34 0.30 1,8
Economic Value Creation Local Sales (%) 0.63 0.66 0.70 1,8
Economic Yalue Ratio of highe.st to lowest annual 1:35 128 131 18
Distribution full-time salary
Economic Value Total amount of Internal
Distribution Investments (million EGP) 10.0 9.70 10.0 18
Economic Value L o
Distribution Majority Shareholder Share (%) 62.80 62.80 62.80 8
Economic Value Share of Net Profit Invested into
Distribution Community Development (%) 0.10 0.10 0.10 811
Product Portfolio Share of sales value of organic 0.82 0.65 073 23,813
products (%)
=3
g Share of sales value of products
g Product Portfolio that have a Demeter certificate 0.60 0.61 0.53 2,3,8,13
3 (%)
Share of sales revenues of
Product Portfolio products with known product 1.00 0.84 0.80 8,12,13

carbon footprint (%)

Share of total sales invested into
Innovation company research and 0.75 0.65 0.60 8,9
development (%)

Share of sales revenues from

Innovation new products and services (%) 0.20 011 0.20 89
Operations Total weight of waste (tons) 531 493 793 12,13
Operations Total weight of organic waste 427 404 493 12,13
(tons)
Operations Share of organic waste (%) 0.80 0.82 0.69 12,13
. Total weight of waste per sales
Operations (kg/EGP 1000) 1.10 1.00 1.50 12,13
Operations Share of organ(l‘; ;/vaste recycled 1 1 1 1213
Operations Share of non-organic waste 0.64 0.74 042 12,13
recycled (%)
Operations Share of recycled packaging 0.01 0.03 0.01 12,13

material input (%)
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Pillars Issues KPIs Targets 2017 2016 SDGs
Land Use Size of total land reclaimed 1628 1628 1628 12,15
(feddan)
Compost Total amount of compost 2000 1982 2250 121315
produced (tons)
Seeds Share of seeds used} by S“LR from 100 35 80 1215
own production (%)
Seeds Number of seed varieties in own 344 344 330 15
seed bank
Share of used seeds that are
Seeds organic and untreated (%) 1 0.85 1 12,1315
Share of animals that are kept
Animal Husbandry according to Demeter standards 1.00 0.75 0.75 15
(%)
Energy Total amount of gasoline 825,080 764,079 730,739 1213
consumption (lt)
Energy Total amount of gasoline 472,129 423,841 426,229 1213
consumption for equipment (1t)
Total amount of gasoline
Energy consumption for power 352,951 340,238 304,510 712,13
generation (It)
Total electricity consumption
E Energy from grid (MWHh) 3822 2915 3506 712,13
-]
v Total electricity consumption
g Energy from renewable sources (MWh) 200 129 120 712,13
S
S Total electricity consumption
;5 Energy (grid, diesel and renewables) 4750 3811 4436 71213
Relative amount of electricity
Energy consumption per tousand EGP 10.00 8 12 712,13
Sales (MWh)
Emissions Total amount of emissions 5448 14633 5008 13
(t Co2e)
Relative amount of emissions
Emissions per thousand EGP 12.00 10 13 13
Sales(kg Co2e/1000 EGP)
Water Total amount of water usage for 47438 46,143 89,717 6,12
company and personal use (m3)
Water Totalamount of water usage for 3509 615 3186501 2405438 612
agricultural use
Total amount of water usage for
Water agricultural use from fossile 1,081,063 1,115,586 1,304,339 6,12
water source (m3)
Share of water usage for
Water agricultural use from fossile 0.34 0.35 0.54 6,12
water source (%)
Relative amount of water usage
Water for company and personal use 101 97 236 6,12
(1t 1000/ EGP)
Water Share of waste WaAterA recycleil 100 100 100 612
and reused for tree irrigation (%)
Amount of significant spills in
Water liters or other impact on water 0.00 0 0 6,12

(1t)
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Pillars Issues KPIs Targets 2017 2016 SDGs
Workforce Composition Number of Senior Managers 14 11 11 1,8,10
Workforce Composition Number of Middle Managers 116 95 124 1,8,10
Workforce Composition Number of Specialists 485 402 475 1,8,10
Workforce Composition Number of Labourers 683 587 574 1,8,10
Workforce Composition Number of Daily Workers 180 168 160 1,8,10
Workforce Composition Total Number of employees 1508 1290 1344 1,8,10
. Share of young employees
Workforce Composition (below the age of 36) (%) 0.65 0.63 0.64 1,8,10
. . Share of females in total work-
Workforce Diversity force (excl. Daily Workers) (%) 0.26 0.25 0.22 1,5,8,10
Workforce Diversity Share of females in senior and 0.15 0.13 0.14 1,5,8,10
middle manager positions (%)
. . Share of employees with
Workforce Diversity disabilities (%) 0.05 0.02 0.02 1,5,8,10
Loyalty and Motivation Employee turnover (%) 0.07 0.0748 0.072 1,8,10
Loyalty and Motivation Total number of part time 37.00 38 62 18,10
workers
Loyalty and Motivation ~ onare of workforce that works 0.05 0.03 0.05 18,10
part time (%)
Estimated share of
Loyalty and Motivation non-monetary benefits of overall 0.10 0.1 0.09 1,8,10
_ salaries (%)
<
g Number of events concerning
» Advocacy for Sustainable SD Where SEKEM ) na. 36 2% 1,8,10,17
Development representatives played an active
role
. Number of awards related to
Advocacy for Sustainable sustainable development 0.00 0 0 1,8,10,17
Development .
received
Number of articles in renowned
Advocacy for Sustainable publ{catlons on SEKEM and 250 307 288 411
Development sustainable development per
year
Advocacy for Sustainable Number C.'f acfrlve membership
Development in organizations relevant for 13 13 13 17
P sustainable development
Number of employee visits at
Health and Safety the Medical Center 6000 6855 5663 3,8,10
Number of other visits at the
Health and Safety Medical Center n/a 38,557 38,542 3,8,10
Health and Safety Total Number of Medical Center n/a 45412 44205 3,810
Health and Safety Share of employees with private 025 0.2519 0.26 3,810
health insurance (%)
Health and Safety Total number of working days 2000 1720 2320 3,810
lost due to sick leave etc.
Health and Safety Absentee rate (%) 1.40 19 1.8 3,8,10
Health and Safety Total number of work related 0.00 4 5 3,810
injuries
Health and Safety Number of fatal injuries 0.00 0 0 3,8,10
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Pillars Issues KPIs Targets 2017 2016 SDGs
Training a}nd' Capacity Total Vocational{ training hours 235 3.03 457 489
Building provided
Training and' Capacity Total Soft Skills‘ training hours 881 589 289 489
Building provided
Training and Capacity Total Quality Management 8.5 8.5 136 489
Building Systems training hours provided
Training qnq Capacity Total Cultural / Arts training 8.62 8.68 6.80 48911
Building hours provided
Training qnq Capacity Tot‘al‘Equal Opportunity 1.00 128 80 45,8911
Building training hours provided
Education Number of students in SEKEM 300 297 303 145811
School
Education Number of children in SEKEM 50 50 47 14,5811
Kindergarten
. Number of students in
Education Vocational Training Center n/a 191 203 145811
- Education Number of students in SEKEM 35 37 34 145811
[} Special Education
]
E Education Number of babies in SEKEM 38 27 38 14,5811
9] Nursery
Education Number of students in 124 1.29 1.08 45811
Heliopolis University
Education Total number of SEKEM School n/a 254 229 45,811
graduates since 1998
Education Total number of VIC graduates n/a 975 898 45811
since 2000
Students Graduated from
Education SEKEMs Vocational Training 120 77 64 145,811
Center
Value share of student
Education scholarships at HU from total 20 14 14 14,5811
tuition fees (%)
. Total number of Community
Education Cchool children simce 1987 n/a 1.50 1.49 14,5811
Number of students in
Education professional training for 10.0 8 8 14,5811
eurythmy
Research and Total number of funded research
projects running in the reporting 20.0 20 19 1,4,5,8,11

Development

period

Source: SEKEM internal documents.
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S ' in symbiosis with nature

Dimension Performance Aspect Goal of Performance Aspect Sub-Performance Aspect Evaluation
- _E Soil quality ] | |
Q-)j}l| E . — Sustaining and enhancing the ferilty of the sail while closing the nutrient cyde
L e B Soil use | | |
laﬁ_ﬁl{; =5 - one I Sustaning and enhandng the vitalty and health of crops as well as wild plants - - }

- e Animal husbrandry
Animals = _—d Promoting heath, wellare and genetic diversity of animals in husbandry and wildife
I E Natural habitats.

Using energy most and from i sources '
!
Emission reduction Avoiding harmiul air emissions and conlribuling to dimate change mitigation [ | | l
Woter use Em =
Using water most ana from sources
Water resources H . | |

Carelul selection of products or services offered, based on Standard comphance - Healthy and safe food - Envionmental
their overall contributon 10 sustainsble devel product footprint - Social impact of product

E

Economic Life

i - - ing practics - Data Protection |

'—{ Markel resesrch - Innovation costs - Innovation success

[ system - D on finite

resources and efficiency - waste

Creatng economic value while ensuring its tair and | - Imemal - of funds -
distribution amongst all stakeholders involved 1 - - Market - C
=

human rights within the

Y [ Rk of - Centrol within organization -
q . Control of supply chain |
Societal Life -
Adhering to internatonal best practice for health & safety of and State of heaith - Health and safety taining - Health promotion -
along the value chain. and actively contril to a1 stakeholders’ - Food security - Ergonomic workplace |
Embracing diversity as valuable asset and ensuring equal opportunities within the Workiorce composition - Minorty analysis - Gender equty - Anti-
organization’s sphere of influence. strictly preventing discrimination 1 discrimination 1 I
—_
g with and Employee fuctustion - Contracts -
them 10 contrbute their best for the organization Working time - Insurgencies - Non-monetary benefits

systems and Polcies and - Risk -
ulstions based on intermationsl best practice Stakeholder involement - Legal compliance
leveraging the organization's Public policy and contnbutions -
Iniatives for standard improvement
B Prowiding trsining and ion to and buiding capacity for the Need anslysis - Consumer education- Employee lraining - Supplier
- Training and education ﬁ of the " and of sociely st large training - Other educational projects l - - -
Cultural Life -
Self-fulfillment and vitality o Supponing the individual to develcp an allitude lowards se¥-determination and sstisfaction Mental and social vially - sstisfaction - other social projects '— - - -
- Dy ) with the in full respect and support of
Cultural Rights I radtionsl. spritutal and relgious praclices l’ | | [ |
Conducting accurate scientific research and developing

Research and development H practical solutions for sustainable development H . | |

Source: SEKEM internal documents

Figure A1. SEKEM qualitative sustainability balance scorecard.
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