VILNIUS
TECH

Vilnius Gediminas
Technical University

12th International Scientific Conference

BUSINESS AND MANAGEMENT 2022

May 12-13, 2022, Vilnius, Lithuania

ISSN 2029-4441 / elSSN 2029-929X

ISBN 978-609-476-288-8 / €ISBN 978-609-476-289-5
Article Number: bm.2022.742
https://doi.org/10.3846/bm.2022.742

BUSINESS TECHNOLOGIES AND SUSTAINABLE ENTREPRENEURSHIP

http://vilniustech.lt/bm

THE OUTLOOK OF THE DIGITAL TRANSFORMATION
FOR SUSTAINABILITY

Aleksandrs POPOVS

* Zane DRINKE

Turiba University Faculty of Business Administration, 68 Graudu Street, LV-1058 Riga, Latvia

Received 26 January 2022; accepted 24 March 2022

Abstract. The way how companies can comply with the Sustainability agenda is start measuring how Sustainable each
company are and it’s possible only using Digital solutions, i.e., the Sustainability analytics need to be based on the data
and data need to come from the core business operations. The main objective of the study to give an outlook and high-
light that the Sustainability Agenda forces the Digital Transformation and Digital Transformation of the companies
accelerates achievements towards Sustainability goals. In the study the authors brought recent examples what proves
Digital Transformation as an accelerator towards Sustainability and conducted the survey with 77 participants who are
acting as Digital Transformation trusted advisors and representing the EMEA North region. Referring the research
results the author observes overall slow movement in Digital Transformations towards addressing Sustainability targets
from regular market participants, what can be as a potential subject for further detailed research with the purpose to

develop potential accelerators for such transformations.
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Introduction

Global challenges, such as social inequality, resource
depletion and waste, and the growing climate crisis,
combined with rising stakeholder activism and current
or pending legislation has driven sustainability from an
optional for execution, to a core business imperative.

Underpinning the need for business to address these
major global challenges, are evolving expectations on the
role of the private sector and on how society measures
business success beyond the financials.

Investors, shareholders, regulators, and consumers all
demand responsibly derived products and services with a
smaller environmental footprint. Reducing global emis-
sions, waste, and social injustice requires a full-lifecycle
approach with enterprises at the forefront.

Sustainable businesses are being rewarded by cus-
tomers with their loyalty, by investors with their capital,
by citizens with their perception of the enterprise (repu-
tation) and by employees by their engagement. While
the majority of enterprises are still focused on regulatory
compliance, early movers see an opportunity to lead and
differentiate in their industry by driving sustainability
into the core of their business to also transform their

business models for new value creation, or to create and
win in new markets. Intelligent Enterprises will be those
that can make Sustainability Profitable and Profitability
Sustainable.

The United Nations created the 2030 Agenda in a
transparent process of negotiation that lasted more than
three years and actively involved the general public. The
Agenda is an expression of a new quality in politics:
everything is to be considered and addressed from the
point of view of sustainable development. Unlike earlier
sustainable development programs, the 2030 Agenda is
universal.

The 2030 Agenda is extremely extensive, with 17 sus-
tainable development goals and 169 (The Federal Govern-
ment, 2022) targets and majority of the goals and targets
can be achieved only with support of digital solutions. As
was stated in the German Parliamentary Advisory Council
on Sustainable Development in 2019 - “Digital technolo-
gies must be used as a tool to address social, environmen-
tal and economic challenges” (Bundestag, 2019), also in
the Forbes article from 2020 year were mentioned 10 rea-
sons why Sustainability needs to be part of the Enterprise
Digital Transformation strategy (Forbes, 2020) and there
is hard to argue with the listed reasons.
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Within the study empirical research with descriptive
research method was carried out using qualitative and
quantitative observation methods.

The research was among the SAP corporation busi-
ness partners (solution resellers, system implementation
partners, consulting companies; like Accenture, Deloitte,
IBM etc.) in EMEA North region (Europe, the Middle
East and Africa) asking few questions to be able to get
overall perception on the market readiness to address
Sustainability challenges by Digital Transformation.

In the online survey participated 77 respondents, rep-
resenting different scale partners who are focusing on the
different SAP solutions from the SAP portfolio. Each of
the partners actively works with tens and serves hun-
dreds of companies (customers), therefore the survey
results can be extrapolated to overall market.

The research has the following limitations:

- The survey respondents were SAP company busi-
ness partners; therefore, the overview tends to rep-
resent companies working and planning to imple-
ment SAP solutions;

- The research represents the situation in EMEA
North region;

— The research was done on the high level and end-
customers were not approached, meaning the per-
ception was gain from the companies serving end-
clients, therefore the accuracy of the research can be
validated within future research with end-clients.

1. Digital Transformation for Sustainability

1.1. Sustainability Agenda

As per Accenture UN Global Compact Study published
in June 2021, 62% of CEOs say that the pressure to act on
sustainability grew significantly over the last three years,
what makes sustainability as a strategic priority (United
Nations, 2021).

Over 200 of the world’s largest firms estimated that
climate change would cost them nearly $1 trillion in the
case of non-action (CDP, 2019).

Leading companies are acting already: 915 companies
have signed up for 1.5-degree compatible carbon targets
(Science Based Targets, 2022), for example Allianz don't
ensure coal fired power plants any longer, Maersk go-
ing for zero emission vessels, Walmart taking CO, out
of supply chain.

Moreover, the consumers are shifting to more sus-
tainable products and services what is proven by the
NYU Stern CSB Sustainable Market Share Index, show-
ing 71-times faster growth of sustainable consumer pack-
aged goods compared to not sustainable ones (New York
University & Leonard N. Stern School of Business, 2019).

Investors integrating ESG into investment decisions,
it can be seen as Global sustainable investing assets
have grown 34% between 2016 and 2018, from $22 tril-
lion to a total of $30 trillion (McKinsey, 2022). At the
start of 2018, global sustainable investment reached $30.7
trillion in the five major markets, a 34 percent increase
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in two years (Global Sustainable Investment Alliance,
2018).

The period of market turbulence and economic un-
certainty has further reinforced our conviction that ESG
characteristics indicate resilience during market down-
turns (BlackRock, 2021).

Regulators pushing legislation and taxation. World-
wide, there are 64 carbon pricing initiatives in place or
scheduled for implementation, compared to 51 in 2018
and this number is set to grow according to countries’ cli-
mate pledges (The World Bank, 2022). For example, the
EU Green Deal (European Commission, 2019) is how the
regulators push legislation and taxation. Cost of recycling
moves to retail and CPG sector in 2022 due to EU Circular
Economy Package (European Parliament, 2018, 2020).

Employees focus career choices on responsible em-
ployers, this is the top concern amongst 1000 Millen-
nial and Gen respondents (BusinessGreen, 2019a). Less
than one-third of the Fortune 1000 workforce is satisfied
with the actions their employer is taking to mitigate the
company’s impact on the environment (BusinessGreen,
2019b).

Starting from 21st century there were published
number of voluntary agreements and regulations what
transforms goodwill into obligations in area of Human
Rights and Social Responsibility to address areas were
included in United Nations Agenda 2030 and beyond
that (United Nations Department of Economic and So-
cial Affairs, 2022).

1.2. Enterprise sustainability triggers by the role of
responsibility

The Enterprises having set of Sustainability triggers where
certain actions need to be taken and the key-stakeholders
need to be in charge for this process by their role and
mentioning actions.

CEO (Chief Executive Officer) is in charge of the
management and administrative direction of the organi-
zation, drives the purpose, vision, and mission of the
company that way he/she needs to act also on sustain-
ability topics what are triggered by the need to establish
sustainable business among the other imperatives.

CFO (Chief Financial Officer) is in charge of the eco-
nomic and financial planning of the company, dedicated
to increase the value of the company and he/she should
be able to embed sustainable business data into financial
and economic processes of the enterprise. To allow this
the progress measurements and sustainability outcomes
reports need to be created.

CIO (Chief Information Officer) looks after the sys-
tems of the company that are related to information tech-
nology at the process level and focuses on improving the
efficiency of internal processes in order to ensure effec-
tive communication and keep the organization function-
ing smoothly. CIO sustainability responsibility can be
triggered by the necessity to connect environmental,
social, and financial data from across the value chain,
and can be done by the implementing sustainability
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solutions that accelerate transformation, or in other
words accelerates and support the Digital Transforma-
tion of the company towards the Intelligent Enterprise.

CSCO (Chief Supply Chain Officer) is responsible
for the entire process ensures efficient, cost-effective, and
reliable supply and delivery of products and services,
whilst also impacting the top line, promoting growth, in-
novation, and new product launches. The sustainability
trigger for this role is the necessity of emissions reduc-
tion and ethical material source what requires to opti-
mize supply chain to be more sustainable and profitable.

CHRO (Chief HR Officer) is responsible for develop-
ing and executing human resource strategy in support of
the overall business plan and strategic direction of the or-
ganization, specifically in the areas of succession planning,
talent management, change management, organizational
and performance management, training and development,
and compensation. The sustainability trigger what CHRO
should work on is the prioritization of people across the
value chain what can be achieved by the respect of the
workforce diversity, safety, and human rights.

CPO (Chief Production Officer) who is in charge of
creation of products that deliver value to both customers
and the business is triggered by the embrace of circular-
ity and by need of the Enterprise to become regenerative.
Actions can be taken to address sustainability triggers are
eliminate waste and pollution and reclaiming materials
to minimize waste and accelerate adoption of circular
€conomy processes.

CSO (Chief Sustainability Officer) is responsible for
an organization’s objectives and initiatives relating to
sustainability, basically in charge of delivery on sustain-
ability goals and achieving compliance with regulations
by reporting on the consequences of business actions
and elevating brand reputation.

1.3. Digital Transformation for Sustainability

Digitalization is making a big difference in business and
society. The market is gradually being filled with digital
products and services, creating the need to change tradi-
tional business models (Petrenko et al., 2019).

Today, companies are forced to adapt to changes in
the global economy and innovative accessibility, whether
it is a small or large company with a branch network.
Otherwise, the competitor will win, the business part-
ner will find another contractor that is more flexible
and adapted to modern business technologies (Panfilo-
va et al., 2020; Ziyadin et al., 2020).

Sustainable value creation comes along with the
Business Transformation what nowadays cannot happen
without support by the digitalization, what leads towards
the Digital Transformation of the Enterprise.

If to consolidate the Sustainability agenda to be able
to link it with the digitalization initiatives, that it can be
summarized in 3 main points:

1. Meet global obligations.

Deep transparency into financial and non-financial
data will address regulations proactively and ensure full
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compliance along with integrated, auditable, and real-
time reporting.

2. Make processes sustainable and gain efficiencies.

End-to-end solution portfolio, embedded within the
key processes, to address circular business models, assess
and reduce carbon footprint, reduce waste, drive social
responsibility across the entire value chain.

3. Create sustainable products, services and business

models.

Gain a holistic insight into data, processes, regula-
tions and industry specific drivers and differentiators
across value chains to create new products, services and
solutions that reach additional customers, markets, and
segments.

To be able to meet above listed points, there are
certain actions to be taken where Digital Solutions are
playing the mayor role of success:

— Establish a Sustainable Business Strategy.

Ensure sustainability is central to overall business
strategy with all corporate functions contributing. Meas-
ure progress and report annual sustainability outcomes at
the same level of importance as your financials.

- Embed Sustainable Business Data into Processes

and Networks.

Use sustainability data within business processes to
make sustainable and profitable decisions and measure
performance. Then share the sustainability performance
data, which could include calculated carbon emissions,
water use, recyclability, or labor information, with sup-
pliers, industry associations, regulators, and NGOs.

- Manage Carbon and Climate Exposure Throughout

the Business.

Reduce financial and reputational risks by account-
ing for and managing climate-related emissions across
all parts of value chain down to the individual product
and service level.

Embrace Circularity and Become Regenerative.

Use operating principles to avoid, reduce, reuse, re-
cycle, and reclaim materials to minimize waste and ac-
celerate adoption of circular economy processes. Going
beyond doing “less bad” to adopt approaches to do “more
good”

— Prioritize People Across Your Value Chain.

Enhance social sustainability by respecting your
workforce diversity, safety, and human rights, develop-
ing learning and growth opportunities, and leveraging
the power of corporate purchasing.

2. Recent Examples of Enterprises actions
towards the Sustainability in Digital Context

Salesforce intensifies sustainability efforts with launch of
Sustainability Cloud Scope 3 Hub as well as including
“climate” as a topic in the public policy platform.
Salesforce announced new climate obligations for all
of its supplier contracts, including requirements to set
science-based GHG emission targets, establish plans for
reducing emissions, deliver services on a carbon-neutral
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basis, and fulfill reporting requirements. It plans to col-
laborate with suppliers on climate action. They also in-
stalled a Director of Ocean Sustainability (Salesforce,
2021; GreenBiz, 2021).

Allbirds who recently started a collaboration with
Adidas continues its open-source approach for the fash-
ion industry and is giving away its Carbon Footprint Cal-
culator (Sustainable Brands, 2021).

Google announced that five of its global data center
sites are operating near or at 90% carbon-free energy,
in large part due to renewable energy projects. To date,
Google committed approximately $4 billion to purchase
clean energy from more than 50 wind and solar projects
globally through 2034 (Google, 2021).

Unilever puts its Climate Transition Action Plan to
an AGM shareholder vote (Unilever, 2021).

Extended Producer Responsibility endorsed by more
than 100 leading businesses (Ellen MacArthur Founda-
tion, 2021).

Enterprises actively reforming relationships to tackle
the scale of change required, like Salesforce and Accen-
ture partnering to embed sustainability in core areas for
customers (Accenture, 2021). EY and Enablon jointly an-
nounce a ESG reporting solution (EY, 2021).

Pepsico doubles down on Net-Zero Emissions by
2040 (PepsiCo, 2021). Microsoft to achieve ‘zero waste’
goals by 2030 (Microsoft, 2020). Citigroup to commit to
net-zero financed emission (Citigroup, 2022)

Transparency and ESG integration becoming more
critical with data playing a key role. McKinsey acqui-
sition of Vivid Economics and Planetrics (McKinsey,
2021). Sphera developed Advances ESG Benchmarking
with Product Sustainability Data (LinkedIn, 2021).

And there are hundreds of similar examples when
companies working on Sustainability agenda by execut-
ing various actions, including Digitally Transforming
their Enterprises.

Climate Change and ESG risks determined as most
important non-financial risk for banks with the potential
to reshape their credit portfolios. Rating agency Moody’s
expects a credit squeeze for carbon-intensive industries
following proliferation of net-zero targets across indus-
tries and governments (Moody’s, 2022; BSG, 2021)

The Value Reporting Foundation was created through
merger of IICB and SASB aiming at enabling organiza-
tions to move from buy-in to action (CDP, 2021).

House Passes ESG Disclosure Simplification Act of
2021. Bill requires an issuer of securities to annually dis-
close to shareholders certain environmental, social, and
governance metrics and their connection to the long-
term business strategy of the issuer (Congress, 2021).

U.S. Securities and Exchange Commission’s decision
to open public comments on climate change disclosures
to inform its impending guidance (U.S. Securities and
Exchange Commission, 2021).

World Economic Forum created guidance on how
companies can ensure Sustainability reporting (World
Economic Forum, 2021a, 2021b) and there are number
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of other actions happening around the Sustainability
topic right now.

Substantial emissions gap between the levels of emis-
sions in 2030 projected in the NDCs and the lower levels
that would be consistent with the temperature limit of
the Paris Agreement (Climate Action Tracker, 2022).

China’s 14th Five-Year Plan until 2025 energy and
climate stand out as central-policy priority (Business for
Social Responsibility, 2021). US to cut its greenhouse gas
emissions 50% to 52% below 2005 levels by 2030 (The
New York Times, 2021).

Transition to a net zero world by 2050 is only possi-
ble with massive transformation in the energy sector. Re-
cent report (2020-2022) by International Energy Agency
(IEA) reveals investment needs in renewables to achieve
goal of becoming net zero by 2050. Potential of solar and
wind energy is 100 times as much as global energy de-
mand (International Energy Agency, 2022).

UN Framework Convention on Climate Change
(UNFCCC’s) Initial NDC Synthesis Report measures
the progress of national climate action plans (Nationally
Determined Contributions or NDCs): “Today’s interim
report from the UNFCCC is a red alert for our planet.
It shows governments are nowhere close to the level of
ambition needed to limit climate change to 1.5 degrees
and meet the goals of the Paris Agreement” (United Na-
tions, 2021).

EU regulations and reporting requirements having
implications for companies, e.g., Sustainable Finance
Disclosure Regulation (2021) impacting businesses’ cap-
ital-raising activities and disclosure requirements, EU
Conflict Minerals Regulation requires EU importers to
carry out due diligence on their supply chain (European
Commission, 2022) etc.

3. Market readiness overview to address
Sustainability challenges by Digital
Transformation

The authors of the study conducted research among the
SAP corporation business partners in EMEA North region
asking few questions to be able to get overall perception
on the market readiness to address Sustainability chal-
lenges by Digital Transformation. The questions were:

- How would you rate your customers’ Sustainability
Maturity and Digital Maturity to support the trans-
formation towards the Sustainable Enterprise?

- How many of your customer have secured budget
for Digital Transformations to address Sustainability
challenges?

— What were the main justifications for the Sustain-
ability Digital Transformational business cases from
your clients?

The maturity levels represented in the Figure 1 shows
that companies for number of years were focused mainly
on Digital transformations and were not closely follow-
ing Sustainability agenda until the EU regulations were
issued or announcements were done, that regulations
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will follow. The majority of the companies, by the as-
sessment of the SAP partners, are on the mid-level of the
Digital maturity, meaning that the Digital transformation
has been formulated in the companies, number of stra-
tegic projects were released and some of them went live.

From the Sustainability Maturity point of view, com-
panies in the region are just at the beginning of their
journey and currently actively discovering options to
achieve Sustainability targets.

5%

[

B 5>
s

Experts (detailed strategy,
program is running, experts
onboarded)

Mid (have detailed strategy,
some parts already live)

Low (have initial strategy, 1%
I . P o

critical projects were initiated 0
recently) 12%

Beginners (just discovering)

28%
61%

B Sustainability Maturity

3%
No strategy (not actual for us
gy ( ) 6%

= Digital Maturity
Figure 1. Digital and Sustainability Maturity levels

The responses on the question about the secured
budget for the Digital Transformation to address Sus-
tainability challenges represented in the Figure 2, shows
that majority of the SAP partners tend to assess their
customers in lowest range, i.e. by the opinion of 42% of
respondents only 10-30% of companies have secured
their budgets for transformation, and 34% of respond-
ents believe that the number of the companies even less,
below 10%.

4% 09,

= <10%

= 10-30%

= 31-50%
51-70%

= 71-90%

=>90%

12%
8%

Figure 2. Number of companies with Secured Budget for
Digital Transformation to address Sustainability challenges

To validate the point of view on justification for the
Digital Transformation towards Sustainability, the re-
search on transformation driving factors was done by
asking respondents on their client’s reasons for transfor-
mation mentioning in their business cases. The results
can be found in the Figure 3.

As the main compelling event and justification for the
transformation serves the regulatory requirements (28%)
and the customer demand serves as a second mayor fac-
tor (20%).
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Reducing Costs for Energy
Consumption

14%

Investors Demand

10%

20%

Customers Demand

10%

Green Washing

Commitment to Net-Zero
Strategy

18%

28%

Regulatory Requirements

Figure 3. Justifications for the Sustainability Digital
Transformational business cases

Conclusions

Sustainability agenda will year after year becoming more
actual and strict regulations are developed and applied.
The way how to comply is start measuring how Sustain-
able each enterprise is and it’s possible only using Digi-
tal solutions, i.e., the Sustainability analytics need to be
based on the data and data need to come from the core
business operations.

With this is it very reasonable for companies to go
the Digital Transformation journey to ensure at least
compliance to the regulations.

Most of the companies have accelerated its Digital
Transformation initiatives in 2020 what was the response
on the Crisis, when Digital enablement was a key to keep
the customers and market positions. Referring lessons
learned by companies from the Crisis, there is immense
opportunity to capture the value of data to drive more
sustainable products and solutions.

Companies need to embed sustainability insights into
end-to-end industry specific business processes extended
into business network. That can enable deep, industry spe-
cific insights and intelligence combining operational, fi-
nancial, and experiential data across the value chain. These
insights can be embedded into business processes to en-
able sustainability at scale across the enterprise. And all
the above mentioned can be defined as an expected out-
comes from the Digital Transformation of the Enterprise.

Referring the research results the author observes that
there are only few flagship companies closely working to
ensure their operations and overall vision is in alignment
with Sustainability agenda, but in overall there is slow
movement in Digital Transformations towards address-
ing Sustainability targets from regular market partici-
pants, meaning that there are possible potential improve-
ments in the Sustainability agenda adoption speed by the
companies in EMEA North region. This topic can be as
a potential subject for further detailed research with the
purpose to develop potential accelerators for such trans-
formations.
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