Global Business Strategies

ABP: current sustainability position, barriers to change and taking
ICR to the next level
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INVESTMENTS
Industry challenges
* Technology

Conservative nature of the finance sector in context of digitalization enforces level of
transparency that was not necessary before the introduction of Internet. Third party
comparison tools and applications foster competition in the market.

¢ Innovation
The competition in turn fosters technological advancement in the entire financial sector.
The efticiency and effectiveness of pension funds is increasing, for those that apply and
iterate innovative solutions.

¢ Consumer role
Due to the increased transparency in the sector, consumers are now being put in the driver
seat. Digital advancements provide employees with more control over their pensions,
especially in terms of transfers and customer service. The consumer wants are also shlfting
Employment is now fragmented and the role of freelancers is increasing, also in the pension
fund narrative.

* Long-term objectives and uncertalnty
Despite the industry need for innovation, the response is generally low due to the long-term
strategic investment focus and risk management associated with it.

Societal Positioning

ABP's governance structure is public utilities.
Historically, pension funds were governmentally e
led (publlc non- profit) For ABP this has

changed in 1996 but it did not entail major
structural changes. ABP is also contributing to a Q‘ %BP
social good WﬁlCh makes it a nexus between

public and private non profit governance - |mm%:u:m’

structure. M
Due to this position ABP lies in the stakeholder E n d

partnering space.

Stakeholder analysis

ABP’s mission statement is about collective investment in good pensron for everyone. ABP's
primary stakeholder groups are defined as active, former and retired part1c1pants and employers.
Although they defined 30+ different types of stakeholders their engagement is relatively low:
done so through yearly surveys and anal;fzmg the reach out communication initiated by their
stakeholders.

Their stakeholder disclosure can be considered opportunistic, validative, risk-based
motivated and consultatively approached
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INCUMBENTS CURSE

While ABP may have good intentions, the reality of having enormous pensmn funds makes
reform difficult to execute and realize. ABP is a dominating player not just on the Dutch
market, but also on the worldwide market, based on the value of their assets, which classifies
ABP as an incumbent. Because it is in an incumbent's best advantage to carry out their
activities in a uniform fashion, altering their sustainability strategy after 2015 has been largely
‘talking” and little "walking." ABP has set safe and realistic sustainability and responsible
investing objectives since they have less motive for radical innovation. Thev ve discovered a
decent story to justify their existing methods and gradual development but there's no
assurance that it'll be en ough engagement.
According to Van Tulder (2018), failure to adapt to a changing reality is sometimes due to a

lack of incentive to chang The degree to which a company is ingralned in its sector may also
plav a role in stifllng the evelopment of new business models or product kinds.

New market entrants with a lngll degree of innovation are most suited to disrupt conservative
sectors, whereas older businesses keep to only marginally deviating from the prevailing
business model.

1. Broaden the portfolio of investments and communication on the impact

2. Set more ambitious and clearly defined sustainability investment goals

3. Use the asset volume leverage to engage in higher percentage of "risky” green investments
4.Use the incumbent positioning and the stakeholder relationship to lobby for more
ambitious standards for sustainability in the financial sector.

CSR strategy

e ABP has been ranked as the most sustainable Dutch pension fund for the third time in a row
(VBDO), this assessment however is based on volumes and not portfolio contribution and does
not involve due diligence on the SDG investments indicated by the assesses.

e In 2019 ABO deve%oped three transitions for sustainable and responsible investment; (1) climate
change and the shift to renewable energy sources, (2) natural resource conservation and (3)
digitization of society

e Since introduction of their sustainability agenda in 2015 they have been achieving the goals that
are being set out yearly but their communication is incomplete.

e After the 2018 public pressure about tar sands and pipelines investments they have committed to
no longer invest in companies that generate more tl;lan 30% of their revenue from coal mines or
more than 20% of their revenue from tar sands

e 2020 marked their first Integrated Report - the main framework of Value Creation Model has been
included but not elaborated in a way indicated by the GRI and IIRC. Inconsistent reporting
makes it difficult to evaluate; some goals were said to be achieved in 2019 are again restated in 2020
report as part of the 2025 sustainability agenda.

SDG approach
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information being complicated
but without providing in
depth information on the
inclusion criteria per SDG.

In their inclJusion and
exclusion of SDG investments
they highlight the integration Source: ABP2020 Annual Report

of sustainability criterion into

all investment decisions since

2020.

The exclusion criteria that are communicated in their sustainable and responsible investment strate
include a lot of regulatory and compliance related aspects that are mandated by the Dutch Central Bar%i
for all financial institutions.

Capability Route: from reactive to active

- . . , a
ABP's intention is characterized as reactive & / /

active while realization is relatively reactive. .
ABP has set their sustainability agenda in / /
motion, their (goals are realistic but relatively

poorly define as they are still heavily reliant / /

on external factors. Therefore the transition
for ABP route to progress in ICR is / H-EP /
capability route - the shift to active / /
intentions.

This direction is characterized by agile
leadership which is based on individuals
working in project-based teams. The high Shase 1 Shase 2 Shase 3
level of lndependence and self- regulatlon Compliance Internal Alignment External Alignment
necessitates employee and management trustSource: van Tulder 2018

and collaboration — a cooperation

The main challenge for ABP is to generate internal allgnment in order to nnplement their goals
coherently across departments. This will mean a shift from “do no harm” to “do good”.

6. Clean water and sanitation
€1.2 billion

7. Affordable and
clean energy
€13.8 billion

. Reduce inequality
€39 million

8. Decent work and
economic growth
€682 million

e 9. Industry, innovation
and infrastructure
€3.8 bilhon
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BENCHMARKING

ABP is based in one of the most sustainability driven countries - The Netherlands, which in
general creates more incentive for companies to follow the lead of integrated reporting and
commitment to the SDG's of the big players like Unilever, Philips or ABN AMRO. Dutch
companies can then fall into the tempting traps of benchmarking and likely understanding
their goals and therefore creating lack of transparency in terms of what impact they can have
on sustainability.

Additionally, finance market is still quite conservative and not susceptible to change. With
the recent surge in sustainable investing, greenwashing in the finance market is actually easier
than other markets due to the often incomprehensible jargon to the larger public.

ABP has been in the top pension funds in terms of sustainability in the world, but the
question to ask is: is the well above average enough?

The more we over or under state the benchmarks the longer the narrative of high risk low

reward will prevail in the world of sustainable investing, which also has a detrimental impact
on public’s reserved attitude to green investments due to their perceived risk.

1. Understand your position and impact opportunities tllrough sustainable business tools
2. Advocate for collective action in the pension and finance industry and gain the advantage
of the frontrunner.

3. Serve as an expert and educator in making efforts to explain the investments in a clear and
digestible way that can create more receptive pensioners.

RSM
24/.,“_9 I Rotterdam School of Management

Erasmus University



References

ABP. (2020). Sustainable and responsible investment 2019. Retrieved 10th of October from: https://www.abp.nl/images/abp-
sustainable-and-responsible-investment-report-2019.pdf

ABP. (2021). Annual Report 2020. Retrieved 7th of October from: https://view.publitas.com/cfreport/abp-annual-report-
2020/page/24

Bruckfs)c , S., & Griinschlofs, C. (2009). From environmental accountability to corporate social responsibility? Retflections on the
CSR boom in Japan from the perspective of business management and civil society groups. Japanstudien,20(1), 307-329.
Better Business Scan (2021) Better Business ABP. Retrieved from www.betterbusinessscan.org.

Carroll, A. B., & Shabana, K. M. (2010). The business case for corporate social responsibility: A review of concepts, research and
practice. International Journal of Management Reviews, 12(1), pp. 85-105.

Chandy, R.K. & Tellis, G. J. (2000) The Incumbent's Curse? Incumbency, Size, and Radical Product Innovation. Journal of
Marketing, 64(3), pp. 1-17 http://www.jstor.org/stable/3203484

Crilly, D., Ni, N., & Jiang, Y. (2016). Do-no-harm versus do-good social responsibility: Attributional thinking and the liability of
forelgnness Stmtegzc Managemen(]oumal 37(7), pp- 1316-1329.

Della Croce, R.., Kaminker, C., & Stewart, F. (201 1) The Role of Pension Funds in Financing Green Growth Initiatives, OECD
Publishing, Paris.

Du, S., Swaen, V., Lindgreen, A., & Sen, S. (2013). The roles of leadership styles in corporate social responsibility. Journal of
business ethics, 114( 1), pp. 155-169.

Font, X., Walmsley, A Cogottl S., McCombes, L., & Hausler, N. (2012) Corporate social responsibility: The disclosure-
performance gap, Tourzsm Mdnagement 33(6), pp. 1544-1553.

Hofstede, G., Van Deusen, C. A., Mueller, C. B. & Charles, T. A. (2002). What goals do business leaders pursue? A study in
fifteen countries. Journal of International Business Studies, 33(4), 785-803.

Mitchell, R. K., Agle, B. R., & Wood, D. J. (1997). Toward a theory of stakeholder identification and salience: Defining the
pr1nc1ple of who and what really counts. Academy of Management Review, 22(4), pp. 853-886.

Montiel, I., Cuervo-Cazurra, A., Park, J., Antolin-Lépez, R., & Husted, B. W. (2021) Implementing the UnitedNations’
Sustainable Development Goals in international business. ]ourmzl of 1 nternational Business Studies, %onhne ahead of print)
Peng, M. W. (2001). The resource-based view and international business. Journal of Management, 27(6), pp. 803-829.

Pension Funds in Figures. (2021). Retrieved 21 October 2021, from https://search.oecd.org/tinance/private-pensions/Pension-
Funds-in-Figures-2021.pdf

Schneider, A., & Scherer, A. (2015). Corporate governance in a risksociety.Journal of BusinessEthics,126(2), 309-323.

doi:10. 1007/510551 013-1943-4

Tulder, R. van (2018), Business & The Sustainable Development Goals: A Framework for Effective Corporate Involvement,
Rotterdam School of Management, Erasmus University, Rotterdam.

Tulder, R. van (2018), Getting all the Motives Right: Driving the International Corporate Responsibility (ICR) to the Next Level,
Stichting Maatschappij en Onderneming (SMO)

Tushman, M. Anch)erson P. (1986). Tecinologlcal Discontinuities and Organizational Environments. Administrative Science
Quarterly, 31, pp. 439-465.

Williams, A., Kennedy, S., Philipp, F., & Whiteman, G. (2017). Systems thinking: A review of sustainability management research.
Journal of ClmnerProductzon 148, pp. 866-881.



