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Abstract: Business sustainability is a generalized and legitimate concern of managers and many stakeholders. Long term company success depends on a strategy that brings sustained, superior returns to the shareholders and also creates benefits for the social and natural environments. A hypothesis is advanced that a learning organization is likely to develop strategies that blend social and environmental considerations into their business strategies. Such strategies enhance considerably the company’s prospects for sustainability. At the operational level management systems must assure the continuous improvement in the functions they are designed for if they are to contribute to business sustainability. They need integration for alignment with the strategy, for which purpose an integrative management system has to translate strategic goals into operational objectives. The role of the learning organization in the continuous improvement and in the working of the management systems is also discussed.   
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1. A VIEW OF BUSINESS SUSTAINABILITY

A business is sustainable if it is capable of providing shareholders with a fair return on the invested capital for an indefinitely long time. To drive home the idea of business sustainability an analogy with the living world is useful: Darwin found that it is not the strongest of the species that will survive, or the most intelligent, rather the one most adaptable to change. Likewise enduring enterprises prove capable of adapting in a proactive manner to political, economic, social, and technological change. A proactive adapting requires envisioning, forecasting the direction of events, setting goals accordingly and then executing by deployment of the organization’s resources to meet the goals. This is tantamount to a strategic approach. However, not any strategy will do for sustainability. “Traditionally” strategy focuses on how to present a unique value proposition to a carefully selected set of customers. Lately, however, many stakeholder groups developed an increased self-awareness in their relations with the business world and societal
 standards have been evolving to new more demanding levels.  Consequently enterprises found themselves facing new challenges and implied responsibilities for resolving a variety of social and environmental problems. “Companies live or die by their relationships with those around them” asserts PricewaterhouseCoopers (2003, p.16), which explains why societal responsibility has become an explicit matter of concern for both corporate executives and investors. New strategic approaches had to be devised by which not just customers and shareholders but also other stakeholders be considered. Failure to acknowledge all relevant stakeholders’ claims poses environmental and social risks. Companies that manage to blend societal considerations into their business strategies enhance considerably their odds for sustainability. 

It is essential to match the development of a good strategy to a good strategy execution. For strategy execution managers need management systems
 to assist them with breaking down strategic goals into objectives to be cascaded down the organization all the way to the operational level. Other management systems, at the operational level, are required for carrying out processes and activities. Making sure that execution is consistent with strategy and that meaningful feedback is sent from the operational level up the hierarchy is a methodological issue still unresolved. As Jack Welch was saying: “Anybody can manage short. Anybody can manage long. Balancing the two things is what management is” (Business Week, 1998).

2. MANAGEMENT SYSTEMS AND BUSINESS SUSTAINABILITY

The earliest management systems were developed to serve businesses in their needs for an orderly approach to: keeping track of resources and expenditures, ensuring appropriateness and consistency of action in the face of events occurring within and without organizations, evaluating results, exerting control, etc. In the last 30 years, though, there has been an increase in the variety, importance and notoriety gained by management systems reflected in the widespread adoption of standardized management systems. The most common such systems are Quality Management Systems (QMS) and Environmental Management Systems (EMS) implemented according to ISO standards. 

Currently the number of standards for management systems is increasing rapidly and specialized systems become available for a variety of industries. To illustrate, the general QMS-ISO 9001:2000 is paralleled by specific quality systems for the medical device industry, pharmaceutical industry, auto industry, aerospace manufacturers, etc. Moreover, standards define management systems for more and more business functions within companies, such as occupational health and safety, information security, social accountability, records management, complaints handling, software asset management, etc.

Under the circumstances a question is to what extent management systems contribute to business sustainability. We start by noting a salient feature of any management system: the need for conformity with the requirements of the underlying standard. This way the standard promotes an “approved way” of doing things, which can turn into “good” or “best practices”. Widespread adoption of a particular management system in an industry leads to convergence towards the good/best practices in the field, which is antithetical to the strategic ethos. Strategy is about being different in the quest for the sustainable competitive advantage. Conformity does not encourage differentiation and therefore the implementation of a particular management system in a company cannot bring a sustainable strategic advantage, neither can it improve the odds for sustainability. Rather it satisfies some basic requirements of the industry and, when most of the competitors adopt a certain standard, not acting accordingly will turn into a weakness
.

Nevertheless, even though management systems of the kind considered so far have primarily operational virtues, they can also contribute to the betterment of the management in companies with shortcomings in sound management practices. The improved discipline inherent in formal system and the cohesion they bring in companies can have a ripple effect, spreading into areas and functions of the organization that were not part of the original implementation. A study conducted by Cândea and Mireşan (2006) showed this to be true in Romanian companies that developed an EMS-ISO 14001.

A concern related to the adoption of management systems is their integration. As it turns out to be increasingly the case, there are many companies that end up having several standardized systems, implemented as distinct projects undertaken at different moments in time, and connected just loosely to the very business strategy they are supposed to support. The challenge is to assure integration along two dimensions:
a) The way in which systems link with each other (inter-system integration)
b) The way in which systems align to the enterprise as a whole.


Practitioners, both managers and consultants, have been addressing  challenge (a) above from a pure operational perspective because evidence shows that whenever a new management system is added to an organization’s already existing system(s) a number of system elements that are common get duplicated, thus leading to a multiplication of documents, records and activities. Reaching an alignment among systems results in cost savings from: reducing the number of documents and records produced and filed; saving time and resources for maintaining and operating the systems;
simplifying internal and external audits.

This approach is bottom-up integration since it starts from systems that are standardized and implemented distinctly, builds on the mechanics of integration and aims at the mere operational benefits. Solutions are ad-hoc since each combination of systems to be aligned has its particulars. To illustrate, ISO 19011:2002 standard for auditors combines the auditing guidelines for QMS and EMS into one document, made possible by the similarities between the two systems. Likewise, OHSAS 19001, the occupational health and safety standard, was developed to be compatible with ISO 9001 and ISO 14001 to facilitate integration with QMS and EMS. 
Looking at the inter-system integration from a strategic point of view this time, it is apparent that aligning and coordinating the working of management systems is needed in order to build core competences (Prahalad and Hamel, 1990), which  consist in collective learning about linking multiple streams of technology, combining diverse production skills, organizing work and delivering value. Building core competences is essential for securing the future of the company since deep rooted competition, with impact on sustainability, takes place at the core competences level rather than at the final product level. Core competencies are the source of future unanticipated products, which are a must for survival. Developing core competences requires open communication, involvement and work in teams across organizational boundaries, which all point to the learning organization. Such an organization should be able to describe its future in competence terms.
The overarching guide to the company’s future is the strategy and, as we mentioned earlier, a strategy for business sustainability would encompass all relevant stakeholders. Deciding on which management systems to implement in order to operationalize strategic goals, including societal objectives, is part of the challenge (b) mentioned earlier, as is the issue of how strategic priorities should be passed down  to  the  operational  systems.  To this  end  we propose in  Figure 1 our


conception of how management systems can link with the enterprise as a whole. The scheme shows the information flow (solid arrows) from the strategy to the management systems and as feedback (dotted arrows). An in-between management system is interposed as a link between the strategic and the operational levels. The Balanced Scorecard system (Kaplan and Norton, 1992), which has been enhanced to include additional perspectives in order to account for the social and environmental responsibilities of the company (Epstein and Wisner, 2001a,b), could well serve as an integrator in a top-down manner. With such an approach management systems can contribute to enhancing the odds for business sustainability.  


3. DOES A LEARNING ORGANIZATION HOLD A BETTER PROMISE FOR BUSINESS SUSTAINABILITY? 

Since change is a prerequisite to sustainability, and successful change is conditioned on a learning environment, it appears that developing a learning organization holds the potential of improved chances for sustainability. The learning organization (Senge, 2006) is a conceptual framework defining an organization that evolves, transforms and adapts itself in response to the aspirations and needs of people within and without the organization in order to achieve superior performance in a complex, dynamically changing and globally competitive world. Five lifelong programs of study and practice, called disciplines, for individuals and teams in the organization have been identified as the means of constructing such an organization: 
· Systems thinking: developing the ability to see interconnected parts, and patterns of change rather than isolated events

· Personal mastery: understanding what are the important things in our lives, and then expanding our personal capacity to create the results we desire

· Mental models: internal representations of reality that we continually reflect upon, clarify and improve through experience and learning
· Shared vision: nourishing a sense of commitment in a group by sharing the perception of the future we seek to create

· Team learning: learning by dialogue in order to develop knowledge and skills of teams; team learning is essential because it is the first step up from individual learning to organizational learning.

Based on the features of the learning organization we conjectured a first implication, represented in Figure 1: a company that is a learning organization will find it natural to devise a strategy for business sustainability. This is because the “systems thinking” and “mental models” disciplines directly raise the self-awareness of the fact that the company is part of a wider system of interdependent and interacting stakeholders; the same disciplines lead the company to question the “traditional” strategic models limited to customers and marketplace. 

A second conjectured implication, also pictured in Figure 1, is the continuous improvement effect of the learning organization on the management systems. All learning disciplines contribute to improvement in the processes and activities individuals and groups undertake and the fact that the disciplines are lifelong programs makes the improvement continuous.

4.  CONCLUDING NOTES

Building on current debates in the area of sustainable organizations conjectures have been advanced as to the role played by management systems in improving the chances for business sustainability and regarding the infrastructural significance of the learning organization concept. The principles of strategic thinking inform the entire discussion with the top-down approach applied to the working of management systems. A basic assumption is that the strategy of a company should give careful consideration to the “needs of all its stakeholders, adding economic, environmental and social value through its core business functions” (PricewaterhouseCoopers, 2003, p.2) and thus create “shared value” (Porter and Kramer, 2006).
Figure 1. Progressing towards business sustainability
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� The current language uses “social” responsibility to refer to the impacts on the social and natural environments. We chose instead “societal” to refer to the human society in a broad sense; it contains both the natural and social environments. We reserved the term “social responsibility” to denote the impact of company’s activities only on the social environment.


� „Management systems” is short for „management support systems”. 


� Some times the implementation of a management system becomes a legal requirement as is the case with the food safety management system according to ISO 22000/HACCP. As required by Romanian Government Ordinance 955/Aug. 18, 2005 starting with October 1, 2006 all Romanian companies that process, handle and 


sell food of animal origin must undertake implementation of such a system.
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