
Sustainable wealth creation in practice: a framework to
manage firms’ intangibles

Kendra Lyn Wasiluk

Submitted in accordance with the requirements for the degree of

Doctorate of Philosophy

The University of Leeds

Sustainability Research Institute

School of Earth and Environment

August 10, 2012



II

The candidate confirms that the work submitted is his/her own and that appropriate credit

has been given where reference has been made to the work of others.

This copy has been supplied on the understanding that it is copyright material and that no

quotation from the thesis may be published without proper acknowledgement.

The right of Kendra Lyn Wasiluk to be identified as Author of this work has been asserted by

her in accordance with the Copyright, Designs and Patents Act 1988.

© 2012 The University of Leeds and Kendra Lyn Wasiluk



III

Acknowledgements

It would not have been possible to complete this thesis without the help and support of

the people around me, only some of whom it is possible to give particular mention here.

I would like to thank my husband Steve for his support and patience throughout this entire

PhD journey. Thank you for seeing me through every ‘moment’ of the process, continually

pushing me to finish and proof-reading every single page to help me get there.

I would also like to thank my supervisors Dr. William Young and Dr. Louise Ellis for their

unwavering support and guidance over the past four years. Thank you for your

encouragement on my ideas, your patience with my stubbornness, and helping me to

improve the overall coherence of my thesis. I would also like to thank Dr. Dominique Hes

for her participation on my research support group and Dr. Usha Iyer-Raniga for her helpful

input and guidance on the structure and content of key chapters in this thesis.

Thank you to all of the busy professionals who took an hour out or so out of their day to

participate in an interview or complete a questionnaire. My thesis would be incomplete

without your support. I am also grateful to the University of Leeds for the ORSAS and

Tetley and Lupton scholarship they awarded me to fund my PhD career.

I would also like to thank a number of academics who have been instrumental in providing

me with academic and emotional support throughout my PhD career: Professor Ralph

Horne, Dr. Tony Stapledon and Dr. John Dumay, Dr. Claire Marsh, Dr. Lucie Middlemess and

Claire Bastin.

Thank you to my family and friends in Canada who have supported me as my academic

career has grown and who are always waiting at the airport to welcome me with open arms

no matter how long I’ve been away. Thank you to my dad for teaching me to push myself

beyond the limits of what I think I am capable of and to my mom for showing me what it

means to be a strong and determined woman. And finally, thank you to my nephew

William for being my hero too.



IV

Abstract

This study investigates how firms in the Australian property and construction sector

manage their intangibles in order to operationalise sustainable development. Previous

research linking intangibles and corporate sustainability has tended to focus on intangibles

as a phenomenon endeavouring to establish links between intangibles and corporate

financial performance. This thesis makes a unique contribution to knowledge by drawing a

conceptual bridge between the intangibles and corporate sustainability literature using

both the phenomenon and practice based approach to intangibles. The practice based

approach aims to understand how firms manage and mobilise their intangibles towards a

purpose – which for this research is sustainable development. A key outcome of this study

is a framework to manage firms’ intangibles which outlines how firms identify,

measure/value, control, and report their intangibles at various stages of corporate

sustainability.

The research design is a case study methodology, implemented across two phases, using

mixed methods. The first phase focused on the phenomenon of intangibles in the wider

Australian property and construction sector. Data was collected using a questionnaire,

semi-structured interviews and content analysis. In the second phase, four case studies of

individual firms were conducted to study the practice of intangibles.

There were two key findings of this research. The first is that the practice based approach

to intangibles more accurately reflected how firms in the Australian property and

construction sector manage their intangibles. However, tensions still exist between the

more traditional accounting-based phenomenon approach to intangibles and the practice

based approach. This is particularly relevant in the business case for sustainability. The

second main finding is that firms in the case study sector are actively managing their

intangibles to implement organisational change for sustainability. This finding led to the

development of the ‘inside- out’ approach to operationalising sustainable development

which focuses on managing a firm’s intangibles rather than just its environmental and social

performance.
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Most every new idea is going to sound like nonsense to some people

Neale Donald Walsch

1 Introduction and Overview

1.1 Prelude

The original impetus for undertaking this research project was to address a research gap in

the built environment literature, identified by Wasiluk and Horne (2009), regarding the

business case for sustainable buildings. In many Western countries the business case for

sustainability (BCS) has been a common approach used to present to companies the

opportunity or benefits of adopting a sustainable approach to their activities (Salzmann et

al. 2005; Steger 2006; Carroll and Shabana 2010). In the early to mid-part of the twenty-

first century the ‘win-win’ business case as a means to justify the costs and voluntary

uptake sustainability in the built environment sector became a key theme in the academic

(Heerwagen 2002; Morton 2002; Hilderson 2004; Lawther et al. 2005; Revell and Blackburn

2007; Sayce et al. 2007; Wilkinson and Reed 2008) and grey literature (Kats 2003; Lucuik

2005; Building Design+Construction 2006; Fullbrook et al. 2006; Davis Langdon Australia

2007; Wasiluk 2007).

Wasiluk and Horne (2009) argued that while an extensive body of literature exists on the

business case for a sustainable built environment, little empirical work had been conducted

to understand the nonfinancial benefits or value which is attributed to developing, owning,

managing and occupying a sustainable building. Their review of the literature found that

many of these nonfinancial benefits are claimed to accrue to an organisation’s intangibles,

such as its human capital (staff), brand, reputation and organisational knowledge. Wasiluk

and Horne (2009) proposed that a methodology to measure and link the intangible value to

company financial performance was needed in order to improve the BCS in the sector.

As this research project, informed by the earlier research mentioned above, was designed

and implemented the concept of intangibles and contemporary research in this field

became better understood through the literature review (see Chapter Two) and the first

phase of data collection (see Chapter Five). The limitations of popular interpretations of

the intangibles concept and approaches to its investigation in the literature showed

themselves quickly (see Chapter Two). It became clear during the course of this research

that a global or universal tool for companies in a particular sector, which measures

intangible value and links it to corporate financial performance, is not the answer we

should be seeking to improve the BCS. Firstly, from a sustainable development perspective,

this would only work to reinforce the worldview that needs to be overcome in order to
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move business beyond the efficiency stage of corporate sustainability (see Chapter Two).

Secondly, there is a small but growing body of researchers in the intangibles literature

calling for a more critical stance to the study of intangibles as the limitations of the

dominant accounting-based or phenomenon based approach to the identification,

measurement and management of intangibles becomes more evident. This phenomenon

based approach, which is primarily driven by the aim of linking intangible value creation to

corporate financial performance, is said to have done little more than raise awareness of

the concept of intangibles and lead to the development of a plethora of competing tools

and frameworks (Mouritsen 2004; Chaharbaghi and Cripps 2006; Mouritsen 2006;

O'Donnell et al. 2006; Dumay 2008; Dumay 2009b; Dumay 2009a). The practice based

approach to intangibles, which is primarily driven by the aim of understanding how

organisation’s manage and mobilise their intangibles towards a purpose, informed the

second phase of the data collection. The phenomenon versus practice approach to the

study of intangibles is outlined in Chapter Two (section 2.2.6). However, key definitions for

intangibles as a phenomenon versus intangibles as a practice are provided below in section

1.6.2.

1.2 Overview of the study

This thesis is an empirical investigation of the phenomenon and practice of intangibles and

their role in operationalising sustainable development in business organisations. In order

to achieve this aim a mixed methods research design was developed (see Chapter Four) and

a case study of the Australian property and construction sector was conducted.

This research is built on the proposition that all business organisations have three vital

resources: financial capital, physical assets and intangible resources (see Figure 1.1). This

proposition is supported by across a number of disciplines in the literature including the

intellectual capital literature (Marr 2008), the economics literature (Neef 1998; Edvinsson

2000; Petty and Guthrie 2000; Powell and Snellman 2004), the strategic management

literature (Wernerfelt 1984; Peteraf 1993; Hamel and Prahalad 1994; Barney et al. 2001;

Galbreath 2005; Arend 2006; Armstrong and Shimizu 2007; Newbert 2007; Wills-Johnson

2008) and the accounting literature (Canibano et al. 2000).

The scope of this project is focused primarily on the intangible resources of firms (see

Figure 1.1). The scope of this study is also limited by the existing socio-economic system in

which businesses currently operate. It was determined that the intellectual capital (IC)

literature was best suited to define the concept of intangibles for this research. The IC

literature is broader in its identification of the non-monetary, non-tangible resources in a

business organisation than the more accounting based concepts of intangible assets and
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goodwill. A more detailed discussion of the concept of intangibles and its definition for this

research is found in Chapter Two.

Figure 1.1: Key resources of a business organisation

Acknowledgement is given that all of a company’s resources are necessary and important

to achieve its intended commercial proposition. However, as will be discussed in this

Chapter and the next, improving knowledge about the role of intangibles in a business

organisation is an important gap to be filled in the literature on the development and

implementation of more sustainable business models. Often conceptual models of

sustainable enterprises are based on the notion that a business organisation needs to not

only grow and manage its financial capital but also its intangible resources such as human

capital, social capital, cultural capital, and natural capital (see, for example, Elkington

2001). Empirical research on firms that are leaders in operationalising sustainable

development has concluded that managing and mobilising intangible resources is key in

order to not only progress towards a more sustainable business model but to overcome

some of the structural barriers in the system in which they operate (see Stubbs and Cocklin

2008b). Additionally many phase models of corporate sustainability require organisations to

manage both their tangible and intangible resources in order to drive organisational change

for sustainability (see, for example, Dunphy et al. 2007).

The first phase of the data collection focused on investigating the phenomenon of

intangibles in the case study sector and data was collected through a web-based

questionnaire, 11 semi-structured interviews and a content analysis of 41 annual reports.

The results and analysis of the first phase are primarily presented in Chapter Five. The

Scope of research
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second phase of the research, informed by the first, shifts its focus to investigate the

practice of intangibles in the sector, particularly in the context of operationalising

sustainable development into practice. It consists of four company case studies: three case

studies of publicly-listed companies that are identified sustainability leaders in the sector;

and, one privately owned company for contrast and comparison. Data was collected at

each firm through a series of interviews (two to five each) and document sources such as

the Annual Reports, Sustainability Reports and the company webpage. The results and

analysis of the second phase is primarily presented in Chapter Six and Seven.

A second key proposition of this thesis is that intangibles, as mentioned above, play a key

role in operationalising sustainable development in a business organisation. The existing

literature on sustainable business models and corporate sustainability supports this

proposition (see Chapter Two). To this end a framework has been developed and is

presented in Chapter Eight. The framework outlines approaches to managing intangibles at

the various stages of corporate sustainability, as depicted by Dunphy et al. (2007),

companies progress through as they evolve to a more sustainable business model.

This thesis is also framed within the proposition that existing business organisations have

the potential to make a positive contribution to sustainable development. As discussed

above improving knowledge about the role of intangibles in a business organisation is an

important gap to be filled in the literature on the development and implementation of

more sustainable business models. This thesis makes a contribution to knowledge by

addressing this research gap. To date the corporate sustainability and intangibles/IC

literature has tended to focus on intangibles/IC as a phenomenon. By studying intangibles

through the lens of the practice based approach this thesis develops a conceptual

understanding of how firms manage their intangibles to operationalise sustainable

development. The next section of this Chapter outlines the aim of this research.

1.3 Research aim

The aim of this thesis is to understand the role of intangibles in operationalising sustainable

development into practice in business organisations and in doing so provide a systematic

investigation of the intangibles of firms in the Australian property and construction sector

as a case study. This research is driven by the identified need (see section 1.5 below) to

help existing companies operationalise sustainable development and transition towards

business models which are ecologically, socially and financially sustainable.

Applying theory from the strategic management, corporate sustainability and the

intellectual capital literature the outcome is a framework to understand how firms identify,

measure, value, manage, and report intangibles at the various stages of corporate

sustainability. This thesis outlines how the research aim was achieved by:
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Two (section 2.2.6). The empirical research was used to develop a theoretical

understanding of the role of intangibles in operationalising sustainable development into a

business organisation. An original framework to manage firms’ intangibles, based on

various stages of corporate sustainability, has been developed and is presented in Chapter

Eight (section 8.5). It focuses on the changing approach to managing intangibles adopted

by business organisations as they work to create pathways from profit-driven enterprises to

sustainability-driven enterprises.

1.5 Research context and justification

A collective concern and aspiration of the world’s people for peace, freedom, development

and a healthy environment emerged in the post-World War portion of the twentieth

century (National Research Council 1999: 22; Kates et al. 2005: 10). As the post-World War

quest for economic regeneration evolved into a more general pursuit for sustained

economic growth early signs of the modern sustainable development movement began to

emerge. While the various threads that make up the sustainable development concept are

claimed to be traceable for a number of centuries (Lumley and Armstrong 2004), it was only

in the last quarter of the twentieth century when the real synthesis of these ideas emerged

(Parrish 2008). Books such as Rachel Carson’s Silent Spring (Carson 1962) triggered a rise in

awareness of the environmental impact of industrial activity, and Erlich’s (1968) Population

Bomb and the Club of Rome’s Limits to Growth (Meadows et al. 1972) increased awareness

of the limits of earth’s resources to support unlimited growth and development. These

conflicts between the environment and development were formally acknowledged on an

international scale at the Stockholm Conference on the Human Environment in 1972 (Kates

et al. 2005: 10). Fifteen years later in 1987 the Bruntland Commission popularised the term

‘sustainable development’ as a way to reconcile the “conflict in some of western society’s

most deep-seated values and beliefs” (Parrish 2008: 16) about continued economic growth

and ecological critiques on the limits to growth. Sustainable development was defined as,

“development which meets the needs of the present without compromising the ability of

future generations to meet their own needs” (World Commission on Environment and

Development (WCED) 1987: 43).

1.5.1 A planet in trouble still in trouble

Despite over two decades of effort since the concept of sustainable development was

popularised by the Bruntland Commission the overall situation has not improved (Drexhage

and Murphy 2010). Climate change, population, the disparity between the rich and the

poor, consumption and more accurately overconsumption are issues which affect

sustainable development that continue to persist.
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For example emissions of energy related CO2 in 2010 were the highest in history (Engelman

2012) and Gardner and Prugh (2008: 3) report that atmospheric CO2 levels are at their

highest levels in 650 000 years which has put the Earth on a path towards average

temperature levels not experienced for “millions of years” and leaving the Arctic Ocean ice

free during the summer as early as 2020. Although the rate of population growth has

slowed, overall the total human population of the planet continues to grow. Global

population has reached seven billion and is projected to reach nine billion sometime

around 2050 (Engelman 2012). The recent Millennium Ecosystem Assessment found that

approximately 60% of the world’s ecosystems have been degraded and the degradation is

anticipated to continue at an increasing rate (Corvalan et al. 2005). In the past five decades

consumption of products and services (basic necessities and consumer goods) has

increased “sixfold from the $4.9 trillion spent in 1960 (in 2008 dollars)” (Assadourian 2010:

4). Even when population growth is taken to account consumption expenditures per

person have still almost tripled (Ibid 2010).

With another two billion people set to join the population in the next 40 years Engleman

(2012: 121) argues that “confronting population growth is critical to the future

sustainability of the planet”. The gap between the rich and the poor continues to grow

(Hertz 2001) and Dunphy et al. (2007: 3) add that “never before have so many of the

world’s people experienced such material wealth and so many others lived in abject

poverty.” Gardner and Prugh (2008) report that some two and a half billion people still live

on two dollars a day or less. This growing inequity combined with a rising population is

increasingly recognised as “a prescription for accelerating social decay, political chaos, and

terrorism” (Hart and Milstein 2003: 57).

Gray (2006: 799) also argues that the 1972 Limits to Growth study is remembered

“somewhat inaccurately” for its “alleged predictions of doom” about significant future

resource constraints and the potential impact on the quality of (human) life. The problem,

he contends, is that the impacts were predicted to take hold in the early part of the 21st

century which, to the “sceptical public”, “growth-obsessed business community” and

“range of affluent societies keen on consumption”, seemed far into the future (Ibid 2006:

799). However, updated versions of the original analyses (see Meadows et al. 1992;

Meadows et al. 2004) have generally come to similar conclusions - that the planet cannot

continue to support business as usual.

1.5.2 Business’ role: operationalising sustainability

As the global drive for sustainability (i.e. sustainable development) has gained momentum

business organisations have increasingly been challenged to respond to the expectations of

“a society alerted to the environmental and social risks associated with economic

development” (Galbreath 2009: 304). A key proposition of this research is that business
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organisations possess the potential to meaningfully contribute to a sustainable future.

While the challenge of global sustainability is “complex, multidimensional, and emergent in

character” (Hart and Milstein 2003: 64), there is a general agreement in the business and

sustainability literature that if it is to be achieved then business organisations have a crucial

role to play (Gore 1992; Bansal 2002; Holliday et al. 2002; Hopwood et al. 2005; Dunphy et

al. 2007). Dunphy et al. (2007) argue that the rise of the corporation has been a key

contributing factor to the current state of the world and therefore they must be part of the

answer. Bansal (2001: 48) boldly states that businesses who do not respond to the

challenges of sustainable development will “almost certainly face extinction.”

Dyllick and Hockerts (2002: 31) reviewed progress on sustainable development from a

global, national, local and firm level and argued that although at a global level progress is

“suspiciously absent”, progress has been made at the other three levels. They argue that in

the mid-1990s it was local authorities who were the most active stakeholders attempting to

implement sustainable development, but more recently it is business who has become a

major actor. This is likely due to growing external pressures on the company such as

legislation and civil society demands coupled with businesses internally identifying the

opportunities, such as competitive advantage and cost savings associated with eco-

efficiency. However, despite the increase in attention given to the role of business in the

transition to sustainable development the response from the business community is

critiqued for legitimising an approach based on business as usual only done more eco-

efficiently (Ellis and Bastin 2010) and failing to address the larger issues of inequality,

sufficiency limits to growth (Young and Tilley 2006; Birkin et al. 2009) and shifting the

original Bruntland Commission’s agenda of sustainable development from addressing the

needs of developing countries to developed ones (Tallontire 2007; Barkemeyer et al. 2011).

1.5.3 Changes ‘in the meantime’

The business community faces a number of barriers when committing to operationalising

sustainable development including the ambiguous, contentious and conflicting

interpretations of the sustainable development construct (Kates et al. 2005; Steger et al.

2007; Drexhage and Murphy 2010; Smith and Sharicz 2011) and the limitations of the

neoclassical business model (Stubbs and Cocklin 2008b; Tilley and Young 2009). These are

both discussed in greater detail in Chapter Two.

Despite these and other barriers there is a growing evidence of business responding to the

challenges of sustainable development. An extensive body of literature exists on the

subject of assisting existing companies to understand the benefits of embedding the

principles of sustainable development into their operations - or the BCS – and more

recently a growing number of tools, frameworks and best practice examples. This again is

discussed in general in Chapter Two and more specifically in relation to the case study
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sector in Chapter Three. Although the literature on business and sustainable development

is said to have has shifted its focus from WHETHER to commit to action towards HOW to

commit (Smith 2003; Maon et al. 2010), there is still a large gap in the empirical data when

it comes to understanding sustainable models of business and how companies actually

operationalise sustainable development (Birkin et al. 2009). This gap particularly evident in

the built environment literature (Glass and Dainty 2011). This thesis argues that managing

and mobilising ALL of a firm’s intangibles (see Figure 1.2) is critical to operationalising

sustainable development into practice. The concept of intangibles and the taxonomy

shown in Figure 1.2 below are discussed in greater detail in Chapter Two.

Figure 1.2: Intangibles of a sustainable enterprise, Based on: (Allee 2000)

The next section outlines the rationale for the selection of the case study sector.

1.5.4 The built environment and sustainable development

The built environment plays a role in the “economic and social advancement of society,

enhancing both the standard of living and the quality of life” (Ding 2005: 4). However,

globally the built environment also has a substantial negative impact on pressing

environmental issues, such as climate change, water scarcity and natural resource

depletion, across its entire life-cycle (Iyer-Raniga and Wasiluk 2007b). For example, the

built environment is said to account for 30 to 50% of material commodity flows, 25 to 40%

of final energy consumption and generate about 40% of waste to landfill in OECD countries

(OECD 2003). In Australia building materials alone account for 54 mega tonnes of

greenhouse gas emissions per year, or 12% of Australia’s total emissions (Department of

Environment And Heritage 2006). From a social sustainability perspective the built
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environment can positively or negatively impact the social cohesion of the local community

and the health and quality of life of its residents (Cuthill 2010; Dempsey et al. 2011).

There is a consensus in the literature that globally the property and construction industry

needs to improve its environmental and social performance in order to ensure a sustainable

future for humanity and the planet (see Hill and Bowen 1997; Barrett et al. 1999; Cole 1999;

Lockwood 2006). Globally, however, the property and construction industry is often

claimed to be an uncaring and profit-motivated destroyer of the environment (Kein et al.

1999). While there may be some truth to this claim, the property and construction industry

in most developed countries has locked itself into a competitive strategy which is based

upon competitive advantage through cost leadership (Porter 1980; Price 2003; Price and

Newson 2003) and maximising shareholders’ returns (Jones et al. 2009). This, like in many

other industry sectors, means that environmental performance and financial performance

are often pitted against each other and a strong ‘business case’ for sustainability is needed

to justify a sustainable approach. The BCS, underpinned by ecological modernisation (EM)

theory, is discussed in greater detail in Chapter Two (section 2.4.4).

Pearce (2005: 481) believes that the property and construction industry “can be forgiven if

it struggles to take sustainable development, or sustainability, on board since there is a

shortage of sound guidance on just what the concept means [for property and

construction] and what the industry would have to do to achieve it.” Glass and Dainty

(2011) note that although the trend in the corporate sustainability literature has shifted

from strategy and the business case to organisational change and embedding sustainability

within companies, research in the built environment sector still tends to focus narrowly on

the products (i.e. building or construction material) and/or the performance of the product.

The Australian property and construction sector was identified as an ideal case study for

this research and the detailed rationale for this sector is discussed in Chapter Three. For

the property and construction sector the aims of sustainable development have been

translated into a growing movement to improve the efficiency building performance, while

minimising negative environmental impacts associated with the various stages of a building

across its life-cycle (i.e. design, construction, operation, demolition, and refurbishment). In

Australia, a number of indicators and metrics exist to benchmark the greenness or

sustainability of individual buildings and its components parts (Crawley and Aho 1999; Iyer-

Raniga and Wasiluk 2007a). Just as with other rating tools, such as corporate social

responsibility (CSR) ratings (Chatterji and Levine 2006; Porter and Kramer 2006), the current

profusion of rating tools, checklists and eco-labels only adds to firms’ confusion how to

operationalise sustainable development in practice (Iyer-Raniga and Wasiluk 2007a).

Additionally, as mentioned earlier (see section 1.1), there continues to be an active

discourse in the sector justifying why a sustainable approach should be taken and a lack of



- 11 -

research focus on embedding sustainability into all the strategic levels and functions of a

business organisation (Glass and Dainty 2011). These factors combined make the property

and construction sector a topical case study and present an opportunity for this research to

fill this gap in knowledge.

1.6 Key definitions

Some of the key concepts used throughout this study, not least in the title and research

questions, require further elaboration to aid the reader and help clarify the precise scope of

the study.

1.6.1 Sustainable wealth creation

Figge and Hahn (2004) use the terms sustainable wealth creation or sustainable value

added to represent a measure of an organisation’s (micro) contribution to sustainability at a

national (macro) level. Figge and Hahn’s (2004; 2005) methodology uses an opportunity

cost approach, which is dominant in traditional financial markets, to calculate an

organisation’s contribution in monetary figures. This thesis does not intend to contribute

to this body of literature. While it is important to investigate and establish the actual

impact of the strategies implemented by an organisation, it is beyond the scope of this

research to do so.

The focus of this thesis is on how companies are embedding sustainability into all of the

levels and activities of their organisations in order to create a more sustainable business

model. Sustainable wealth, in this context, is created when organisations embed

sustainability into their business model and as a result create wealth for the firm as well as

“for stakeholders previously marginalised by corporations” (Laszlo 2008: 119). Hart and

Milstein (2003: 57) adopt a similar view that a firm creates sustainable wealth when it

“simultaneously” creates value for shareholders and stakeholders by implementing

“strategies and practices” that contribute to the creation of a more sustainable world.

Porter and Kramer (2011: 6) refer to sustainable wealth as “shared value”. Accenture and

the Committee Encouraging Corporate Philanthropy (CECP) (2011: 28) argue that

sustainable wealth is only created when corporate initiatives or strategies are “profitable in

addition to beneficial to society.” The benefits to society can be environmental or social

while the benefits to the business organisation need to “demonstrate a link to profitability

over the long term” (Ibid 2011: 28). The links to profitability in the long term can be

through direct financial links (such as increased revenues and reduced costs) or indirect

links (such as building intangibles and reducing risk). The definition of sustainable wealth

creation that has been adopted for use in this study is:
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Sustainable
wealth
creation:

The process of creating business value while simultaneously creating
value for stakeholders (incl. the natural environment) as a result of
implementing strategies to achieve corporate sustainability.

The title of this thesis – sustainable wealth creation in practice: a framework to manage

firms’ intangibles – signifies that the scope of this thesis is focused on investigating the role

of firms’ intangibles in implementing sustainable development into business models in

order to create sustainable wealth.

1.6.2 Intangibles as a phenomenon versus intangibles as a practice

The study of intangibles as a phenomenon is the most common and prolific approach to the

study of intangibles (Dumay 2009a). It is based on the premise that the intangibles of a firm

are connected to financial value and value creation in an organisation in a fundamental way

(Mouritsen 2006). The phenomenon based approach sees researchers focus on developing

global or universal frameworks for identifying, measuring and reporting intangibles. The

study of intangibles as a practice is a contemporary critique of the intangibles theory and

adopts the perspective that there is “no fundamental formula to understand the role of

[intangibles] in organisations and society” (Ibid, 2006: 823). The practice based approach

advocates developing a deeper understanding of how organisations’ manage and mobilise

their intangibles to achieve their goals. These two approaches have been used in the

research design (see Chapter Four) and their relevance to operationalising sustainable

development into practice is discussed in greater detail in Chapter Two.

1.7 Thesis outline

To answer the research questions outlined in section 1.4 this thesis is organised into nine

Chapters. This first Chapter (One) provides an overview of the study outlining the research

problem that has been investigated, the aim and scope of the research, the research

context and the research questions to be answered within the thesis.

Chapter Two provides the relevant background information on the concept of intangibles

and a discussion of the phenomenon versus practice approach to intangibles. This is

followed by a review of relevant empirical studies in the literature to understand the

identification, measurement and management of intangibles. It proceeds to discuss the

relevant background literature to understand the concepts of corporate sustainability and

its implementation in a business context. The conceptual bridge between these two

primary fields of knowledge, corporate sustainability and intangibles, is then constructed

and the conceptual framework is developed which is used to inform the data collection and

analysis in the remainder of the thesis.
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Chapter Three provides the background information about the case study sector – the

Australian property and construction sector - along with a discussion of the previous studies

empirical work and gaps in knowledge regarding the concept of intangibles for this sector.

Chapter Four presents the research methodology for this thesis and discusses in detail the

research design and how the data collection methods address both the investigation of the

phenomenon of intangibles and the practice of intangibles in firms within the case study

sector. The limitations of the research design are also discussed.

Chapter Five presents the result and analysis of the data collected from across the wider

Australian property and construction sector and focuses on the phenomenon of intangibles.

It discusses key themes from the literature regarding the identification, importance and

reporting of intangibles and establishes that the intellectual capital approach to identifying

the phenomenon of intangibles is relevant for the case study sector.

Chapter Six introduces the four company case studies and presents the results and analysis

of the data collected relating to them, primarily focusing on how these firms currently

manage their intangibles.

Chapter Seven presents the results and analysis of data collected for the four case study

firms specifically in relation to how they align and mobilise their intangibles in order to

operationalise sustainable development. The Chapter is particularly focused on their

journey through the efficiency and strategic proactivity phases of corporate sustainability.

Chapter Eight draws together the results and analysis presented in Chapter Five, Six, and

Seven and is where the discussion of the main empirical findings of this thesis is located.

The framework to manage firms’ intangibles is also presented in Chapter Eight.

Chapter Nine concludes this thesis by reflecting on the extent to which the study has

resolved the research questions, its primary contributions to knowledge and identifies

areas of future research along with the limitations of this study.

1.8 Summary

This Chapter gave an overview of this research study presented in this thesis. It outlined

the research problem that has been investigated, the aim and scope of the research, the

research context and the research questions to be answered within the thesis. The next

Chapter (Two) provides the relevant background literature to understand the concepts of

intangibles and corporate sustainability. Chapter Two also draws the conceptual bridge

between operationalising sustainable development in a business context and the

phenomenon and practice of intangibles.
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“There are those who look at things the way they are and ask, why?...I dream of things that never
were and ask, Why not?”

Robert F. Kennedy

2 Intangibles and Sustainable Development

This Chapter discusses the literature of specific relevance to the topic of this thesis. It also

positions the study in relation to the current state of knowledge on intangibles and

sustainable development in a business context. This Chapter is split into two parts - A and B.

Part A outlines the key background literature on the study of intangibles including the

concept of the knowledge economy, various interpretations of the term intangibles in a

business context, the difference between the phenomenon and practice based approaches

to intangibles. Part B outlines the key background literature on sustainable development

and in particular focuses on the relevant theories and practices of sustainable development

in a business context. It also defines the key terms/concepts of this thesis including

corporate sustainability, the triple bottom line, eco-liberalism and business model.

Throughout the discussion in Part B a conceptual bridge is drawn between operationalising

sustainable development in business and intangibles/IC. Section B concludes with the

development of key aspects and assumption which underpin the development the

theoretical framework.

PART A: INTANGIBLES

2.1 Background: The knowledge-based economy

“In the industrial age of the 20th century, the dominant ingredients in production
were tangible ones such as capital, labour and natural resources. But as we move
into the new century, it is increasingly the intangible factors that matter most as
new sources of growth potential, such as knowledge, information, and cultural
character.” (APEC Economic Committee 2000: 1)

There is a general agreement in the economic literature that a shift has occurred regarding

the nature of the economy and the drivers of wealth creation from one which relies on

physical capital and manual labour to one with relies on knowledge and innovation – or a

transition from the industrial era to the knowledge era (Powell and Snellman 2004).

Termed the knowledge-based economy it is defined as an economy which is “directly based

on the production, distribution and use of knowledge and information” (OECD 1996: 7). An

continual increase in the “knowledge intensity of economic activities and the increasing

globalisation of economic affairs” are two of the defining forces driving the emergence of
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the knowledge economy (Houghton and Sheehan 2000). Additionally the wealth of

developed nations is increasingly held within its intangible capital. For example, a

comprehensive study of the wealth accounts of nations (published in the World Bank’s

Where is the Wealth of Nations) found that at the macro-economic scale intangible capital,

and in particular human capital, accounts for approximately 80 percent of a developed

nation’s wealth (Hamilton et al. 2005).

The knowledge economy is said to be the latest stage of development in global economic

restructuring from an agricultural economy to an industrial economy to post-

industrial/mass-production economy to the knowledge economy (Drucker 1969; Drucker

1993). An in-depth discussion on the development and characteristics of the knowledge-

based economy is not provided in this thesis. However, Neef (1998) provides a helpful

introduction to and background of the knowledge-based economy and Houghton and

Sheenan (2000) provide a succinct summary of its major features and implications for the

Australian context. It is also beyond the scope of this thesis to comprehensively document

the changes in economic theory and the global economy which have led to an increasing

emphasis on knowledge as a key factor in economic growth, however, Sabau (2010)

provides an excellent review. Key points regarding the knowledge-based economy concept

which are relevant for this thesis are outlined below.

2.1.1 More than just information technology

Initially literature on the knowledge-based economy focused on the growth of high

technology industries (such as IT) and innovations in technology (ICT) as the source of the

paradigm shift in economic growth (Lundvall and Foray 1996). However the literature now

recognises that all industries in the economy can be knowledge intensive including so-called

old economy industries like mining and agriculture (Houghton and Sheehan 2000; ABS

2002). Smith (2000) also debates the knowledge economy concept by pointing out that

previous economies and human societies have been knowledge intensive, not just the

current forms. For example, he argues, evidence exists that Palaeolithic societies had well-

formed bodies of knowledge about animal behaviour, pyrotechnology, symbolic

communication, the aerodynamic properties of weapons, cosmology and medicine and the

19th century industrial economy was intensively knowledge-based. Thorsgaard et al. (1999:

15) , however, make the distinction that in the current knowledge era “knowledge is a core

interest of management”. While both Lundvall and Foray (1996) and Smith (2000) agree

that the ICT revolution (and hence increased technological knowledge) and the

contemporary knowledge economy are strongly interrelated, the Asia-Pacific Economic

Cooperation (APEC) Economic Committee state that the knowledge required by the

contemporary knowledge-based society is “wider than purely technological knowledge”

and includes “cultural, social and managerial knowledge” (APEC Economic Committee 2000:
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2). Another “major novel characteristic” of the contemporary knowledge economy

according to Yigitcanlar (2010: 2) is the imposition it places on organisations to manage

their intangibles.

2.1.2 An increased interest in the study of intangibles

Also labelled the service-based economy (Cordazzo 2005 442), and/or the transition from

the old (industrial) to new (knowledge) economy (Petty and Guthrie 2000; Bose and Thomas

2007: 653) this paradigm shift to the contemporary knowledge economy has spurred

growing interest from academia, business and government to “identify new methodologies

to determine a company’s value and to understand the features of value creation” (Pedrini

2007: 346). In fact, the subject of intangibles is addressed across numerous disciplines,

including “accountancy, information technology, sociology, psychology, human resources

management (HRM), training and development and management research” (Andriessen

2004b: 56). Kaufmann and Schneider (2004) and Johanson et al. (2001) agree adding that

interest in the study of intangibles grew rapidly in the latter part of the 1990s and early part

of the 21st century, particularly in the fields of economics, accounting and strategic

management.

Although intangibles are said to have been present in organisations before the knowledge-

based economy concept (Serenko and Bontis 2004), it was the work of Karl-Erik Sveiby in

Northern Europe and Scandinavia (Sveiby and Risling 1986) and two articles by Stewart

(1991; 1994) which were catalysts to the development of new approaches to explain,

measure and manage these hidden assets (see for example Housel and Kanavsky 1995;

Kaplan and Norton 1996; Edvinsson and Malone 1997; Lev 1997; Stewart 1997; Sveiby

1997b; Bontis et al. 1999; Allee 2008).

2.1.3 Resource-based view of firm

The growing interest in the study of intangibles was also bolstered by the field of strategy

and strategic management. Wernerfelt (1984) first used the phrase resource-based view of

the firm to explain the growing limitations of Porterian theories of competitive strategy

(Pike et al. 2006). A key proposition of Porter’s (1980) theories is that sustained

competitive advantage and superior profitability is as a result of how a firm positions itself

against the industry structure in which it competes (the five forces model). In contrast, the

resource based view (RBV) looks from the “inside-out” (Henry 2008:126) focusing inwardly

on the firm’s resources and capabilities to explain profitability and sustained competitive

advantage (Penrose 1959; Wernerfelt 1984; Barney 1991; Grant 1991; Peteraf 1993;

Wernerfelt 1995; Barney et al. 2001). The RBV posits that it is a firm’s “intangible assets”

that give it a competitive advantage and are a “critical driver” (Bose and Thomas 2007: 653)

for the business’s long-term success (Bontis 2001).
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This tension between the internal resources of an organisation versus the larger system in

which it competes has driven the theoretical and methodological development of the field

of strategic management since the 1960s (Hoskisson et al. 1999). Hoskisson et al. (1999)

argue that the field’s development since its inception has swung from the firms internal

resources as a focus (inside) to the external industry structure and competitive position

(outside) and back again, as depicted in the various swings of a pendulum (See Figure 2.1).

Figure 2.1: Theoretical & Methodological Evolution in Strategic Management
Source: (Hoskisson et al. 1999: 421)

The RBV has become “one of the most influential and cited theories in the history of

management theorizing” (Kraaijenbrink et al. 2010: 350). While there are critics and

champions of the RBV (for a detailed review see Kraaijenbrink et al. 2010), Amit and

Schoemaker (1993) argue that the RBV approach should be seen as a complement to the

industry positioning school. Kaplan and Norton (2004b: 10) somewhat agree arguing that

when a firm is formulating and executing its business strategies – i.e. how it intends to

compete in the market - they must “explicitly address” the “mobilisation and alignment” of

their intangible resources. Contextualising this argument to this research project means

that when a firm develops a sustainable development related strategy it must also address

how it will mobilise and align its intangibles to implement the strategy. In fact, mobilising

and aligning the intangible resources of firms was a key first stage in the implementation of

the sustainable development strategies for the case study firms in this research project.

This is discussed in Chapter Six and Seven. Pike et al. (2006: 236) also note that
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“development of a firm is constrained to an extent by the nature and qualities of its

intangible resources. This point is also important when it comes to firms operationalising

sustainable development into practice. It is a proposition of this research that a business

organisation can be limited in its ability to operationalise sustainable development based

upon more than just financial barriers, but also its ability to mobilise its intangible

resources.

2.1.4 Summary

The previous four sections have provided the necessary background to this study regarding

the knowledge-based economy and an increased focus on the phenomenon of intangibles.

A result of the growing interest in the study of intangibles was the creation of a “collection

of concepts and phrases”, such as immaterial assets, knowledge-based assets, tacit

knowledge, intangible assets and intellectual capital, to support this new perspective

(Andriessen 2004b: 2). As outlined in Chapter One this aim of this thesis is to fill a gap in

knowledge about the role of intangibles in operationalising sustainable development into

an organisation’s business model. It is therefore necessary to undertake a discussion of the

relevant definitions of intangibles in a business context and the one adopted for this

research. This is the focus of the next section.

2.2 Defining intangibles in a business context

In a business context the term ‘intangible’ suffers a similar fate as the term sustainable

development (see section 2.3.2). There are multiple interpretations, definitions of

intangibles are often contested and generally vary based on the academic discipline or

background of the person using the term (Canibano et al. 2000; Kaufmann and Schneider

2004; Pike et al. 2006; Kristandl and Bontis 2007; Dumay 2008). For example, when

referred to by a financial accountant the definition generally refers to intangible assets

reported on the company balance sheet (Canibano et al. 2000) versus when used by a

manager in a strategic sense when it often refers to the nonfinancial, immaterial resources

of a company which help sustain its competitive advantage (see Galbreath 2005). Even

within the same discipline definitions of intangibles vary and can be influenced based upon

the application of the concept for example whether it is being used for measurement,

reporting, functional, or analytical purposes (Petty and Guthrie 2000; Bonfour 2003;

Commission of the European Communities 2003; Tan et al. 2008).

Kaufmann and Schneider’s (2004:371) review of the literature on intangibles found that “a

large amount of competing terminology exists [and] no consensus on one set of terms and

definitions.” Often terms such as intellectual capital (IC), knowledge assets, intangible

assets and goodwill are used interchangeably (Pike et al. 2006; Choong 2008; Kujansivu

2008), however, there are some key distinctions to be made between these terms. Some of
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the key distinctions are outlined below but for a detailed review please see Petty (2000)

and Andriessen (2004b).

The terms intangible asset and goodwill stem from the field of financial accounting and are

generally found on the company balance sheet. Goodwill typically represents the premium

paid for an acquired company “over the value of its net tangible assets” and intangible

assets are the “non-physical and non-monetary sources of probable economic profits”

(Canibano et al. 2000:105). Both are recorded on a company’s balance sheet and their use

and application in financial accounting are generally governed by international and national

accounting standards bodies (Wyatt 2005). Andriessen (2004b: 58) argues that the

“valuation community and some members of the performance management community”

such as Kaplan and Norton (1996; 2001) also use the intangible assets terminology.

The terms goodwill and intangible assets were discounted for use during the data collection

phases (see Chapter Four) of this thesis as these two concepts are well-defined in the

accounting literature and often carry strong associations to financial accounting practice

(Andriessen 2004b). It is not within the scope of this research project to investigate which

intangible assets should be included on the company balance sheet, nor understand

financial premiums in company takeovers – although both could be interesting areas of

future research relevant to the development of sustainable business models. For example,

through addressing the many voices critiquing the growing irrelevance and reliability of

company financial statements (Healy et al. 2002; Kanodia et al. 2004; Gray 2006) and

creating “new words and numbers” to express that which is “ultimately of value” to

humanity and the planet (Emerson 2003: 40). Canibano et al. (2000) highlight that

relevance and reliability are also the current focus of many accounting standard setting

bodies. A working paper has also recently been published by the Australian Productivity

Commission on the role of intangibles in the Australian economy, which addresses their

accounting disclosure (Barnes and McClure 2009).

The term intellectual capital, often referred to as IC or IC/intangibles in the literature, is an

interdisciplinary construction (O'Donnell et al. 2006) which has been influenced by the

fields of management, strategy and accounting (Dumay 2008). The term intellectual capital

refers to a firm’s “nonmonetary sources of wealth creation” (Andriessen 2004b: 62). The

IC construct is broader in its identification of the nonmonetary sources of wealth creation

than intangible assets or goodwill. For example, intangible assets, in the accounting sense,

only include the nonmonetary source of wealth creation which a company has sufficient

control over the expected future economic benefit (Wyatt 2005). For example intellectual

property (IP) is considered to meet this condition whereas employee knowledge or

customer relationships do not because firms do not have sufficient control over the

expected probable economic benefits from these resources (Andriessen 2004b).
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Based on the discussion above and in order to answer the research questions (see section

1.4) the definition of intangibles adopted for this thesis is grounded in the IC theory and

literature. The next section of this Chapter outlines the relevant literature on IC and

discusses how it has informed the definition of intangibles for this research and the

limitations of this definition.

2.2.1 Intellectual capital

Previous reviews of the IC literature makes it clear that there is no one correct or

universally accepted definition for IC (see Brennan and Connell 2000; Petty and Guthrie

2000; Kaufmann and Schneider 2004; Tan et al. 2008). Andriessen (2004b: 60) states that

all of the various definitions have a tendency to fall into three main groups: those who limit

their definition to strictly individual knowledge resources; those who include additional

knowledge resources such as organisational technology, trademarks and patents; and

finally those who “look beyond the brain” and include all of an organisation’s nonfinancial

resources which enable the company to function.

Choong (2008) concluded that a classification approach rather than a definition approach is

the best way to define IC in light of the lack of agreement amongst scholars. Kristandl and

Bontis (2007) agree that in the absence of an agreed upon definition, many researchers rely

upon categories of IC to describe it, but they disagree with Choong (2008) that this is the

best way forward. They argue that researchers are missing the point and that by doing this

it is like “asking ‘what is a car?’ and giving the answer ‘sedans, convertibles, off-roaders,

limousines and vans” (Kristandl and Bontis 2007: 1511).

While these limitations exist within the IC literature, the categorisation approach was

deemed as the best available and most widely used practice for defining IC available for the

purpose of this research. Additionally it is expected that the definitions of IC in the

literature which define it as more than simply the brainpower of an organisation are better

suited to describe the intangibles of a sustainable enterprise discussed in later sections of

this Chapter (see section 2.5).

2.2.2 IC classification systems

Similar to definitions of IC a wide-range of categories, taxonomies and groupings of

intangibles exists in the literature (for detailed reviews see Kaufmann and Schneider 2004;

Dienfenbach 2006; Beattie and Thomson 2007; Tan et al. 2008). Andriessen (2004b)

provides an overview of some of the more widely-used IC classification frameworks and

these are illustrated in Figure 2.2 on the next page.
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Figure 2.2: IC Classifications, Source: (Andriessen 2004b: 61)



While some argue that more work needs to be done to develop a global taxonomy or

classification system (Marr and Chatzkel 2004)

literature, particularly those who align themselves with a critical management studies

approach, argue that this is neither possible nor necessary. This is discussed in greater

detail in section 2.2.5. Pike et al.

adequately defines the terms they use then adhering to one standard taxonomy is not

necessary. Marr (2008: 5) also agrees with this argument stating “it is important to stress

that there is no generally right or wrong way to classify IC.”

which include three categories - human, rel

most influential and widely applied

been depicted in Figure 2.3. These are also the categories which were agreed upon in the

European Union’s MERITUM1 project and published in their guidelines for reporting and

measuring intangibles (MERITUM 2001)

of human, structural and relational capital were adopted to inform the

and data collection in this thesis

categories are outlined in Table 2.

Figure 2.3: IC categories for Phase One data collection, Based on:

Category Definition

Human
Capital

Comprises the knowledge that employees take with them when they leave the
firm. Includes the skills and competencies of employees; their
fields that are important to the success of the firm; and their attitude and
aptitude (i.e. loyalty, innovation, flexibility)

Structural
Capital

Comprises the knowledge that stays with the firm at the end of the day, such
as firms’ organisational routines, procedures, systems, cultures, databases,
information flows, leadership and management style

Relational
Capital

Comprises all the resources linked to the external relationships (formal and
informal) between the firm and outside persons or o
include customers, suppliers, partners, communities, pressure groups,
regulators and investors. Brand, image, corporate reputation etc. fall into this
category

Table 2.1: IC taxonomy and associated definitions

1 Measuring Intangibles to Understand and Improve Innovation Management

Intellectual
Capital

Human Capital Structural
Capital
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While some argue that more work needs to be done to develop a global taxonomy or

(Marr and Chatzkel 2004), a growing number of researchers in the IC

literature, particularly those who align themselves with a critical management studies

oach, argue that this is neither possible nor necessary. This is discussed in greater

. Pike et al. (2006) argue that as long as the researcher or practitioner

defines the terms they use then adhering to one standard taxonomy is not

also agrees with this argument stating “it is important to stress

that there is no generally right or wrong way to classify IC.” Edvinsson’s (1997)

human, relational and structural capital – is said to be the

most influential and widely applied (Kaufmann and Schneider 2004; Marr 2008)

. These are also the categories which were agreed upon in the

project and published in their guidelines for reporting and

(MERITUM 2001). Based on these two observations the categories

of human, structural and relational capital were adopted to inform the research design

and data collection in this thesis (see Chapter Four). Definitions for each of th

.1 below.

: IC categories for Phase One data collection, Based on: (Edvinsson 1997: 369)

Comprises the knowledge that employees take with them when they leave the
firm. Includes the skills and competencies of employees; their know-how in
fields that are important to the success of the firm; and their attitude and
aptitude (i.e. loyalty, innovation, flexibility)
Comprises the knowledge that stays with the firm at the end of the day, such

onal routines, procedures, systems, cultures, databases,
information flows, leadership and management style
Comprises all the resources linked to the external relationships (formal and
informal) between the firm and outside persons or organisations. This can
include customers, suppliers, partners, communities, pressure groups,
regulators and investors. Brand, image, corporate reputation etc. fall into this

and associated definitions (MERITUM 2002: 11)

to Understand and Improve Innovation Management

Intellectual
Capital

Structural
Capital

Relational
Capital

While some argue that more work needs to be done to develop a global taxonomy or

, a growing number of researchers in the IC

literature, particularly those who align themselves with a critical management studies

oach, argue that this is neither possible nor necessary. This is discussed in greater

argue that as long as the researcher or practitioner

defines the terms they use then adhering to one standard taxonomy is not

also agrees with this argument stating “it is important to stress

taxonomy

said to be the

(Kaufmann and Schneider 2004; Marr 2008) and has

. These are also the categories which were agreed upon in the

project and published in their guidelines for reporting and

the categories

research design

(see Chapter Four). Definitions for each of these

(Edvinsson 1997: 369)

Comprises the knowledge that employees take with them when they leave the
how in

fields that are important to the success of the firm; and their attitude and

Comprises the knowledge that stays with the firm at the end of the day, such
onal routines, procedures, systems, cultures, databases,

Comprises all the resources linked to the external relationships (formal and
rganisations. This can

include customers, suppliers, partners, communities, pressure groups,
regulators and investors. Brand, image, corporate reputation etc. fall into this
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2.2.3 Limitation of the IC terminology

While the IC literature and its interpretation of intangibles form the basis of the research

design and data collection a potential limitation of using the term intellectual capital during

the data collection was identified in previous empirical studies in the literature. Intellectual

capital is often confused by practitioners as intellectual property, which is just a small

subset of a firm’s IC. Pike et al. (2006) and Andriessen (2004b) suggest the use of the term

intangible resources is a suitable alternative to the term intellectual capital. The term

intangible resources does not have the distinct accounting meaning that intangible assets

has, they both argue, and also avoids the use of the word ‘capital’ and ‘intellectual’ – both

of which can have undesirable connotations and limitations. Using the term intellectual

focuses only on the knowledge portion of intellectual capital and the term capital assumes

ownership and the ability of an organisation to accumulate and control the resource exists

(Allee 2000; Andriessen 2004b). Allee (2000: 20) also argues that the term capital is too

limited in its connotation “to fit the intangible nature of the subject under investigation.”

The term capital, she argues, is limited by traditional interpretations of IC as something to

be “accumulated, controlled, and stored” (Ibid 2000: 20).

The term intangibles and intangible resources were elected to be used during the course of

this research project and were often used interchangeably. For the remainder of this thesis

the term intangibles/IC will be used – as an indication that the intellectual capital domain of

the intangibles literature is being referred to. This is common practice in the literature on

intellectual capital.

2.2.4 Measurement, reporting and management of intangibles/IC

Beyond the identification and definition of intangibles/IC discussed above the primary focus

of the literature in this field is in two key areas – measurement and reporting and

managing intangibles. A review of the intangibles/IC literature from 1997 to 2003 found

measurement and reporting to be the dominant focus of the literature (Kaufmann and

Schneider 2004) whereas a more recent review of just over 400 publications from the

period of 2000 to 2010 by Guthrie et al. (2012) found the majority of articles focused on

management control/strategy and external reporting. Previous literature on the

measurement, reporting and management of intangibles is discussed in greater detail in

section 2.6.1, specifically in relation to the focus of this thesis - operationalising sustainable

development in a business context.

What is important to note here is Chatzkel’s (2004) observation that the intangibles/IC field

has reached a crossroads of legitimacy. Dumay (2009b) agrees and adds that the past 20

years of intangibles/IC research and related management practice have concentrated on

establishing definitions, measures and a plethora of frameworks which have primarily

served to raise awareness of the phenomenon of intangibles/IC. Dumay and Rooney (2011)
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also argue that intangibles/IC researchers who continue to focus on developing universal or

global frameworks to identify and manage intangibles/IC are doing little to add to our

understanding of it. The key to moving through this crossroads, Chatzkel (2004: 337)

argues, requires the intangibles/IC research community and practitioners to demonstrate

“the relevance of” intangibles/IC “as a working discipline that is useful to organisations”.

Otherwise the notion of intangibles/IC and “all it stands for will be seen as merely one more

set of very interesting ideas that is continuingly elusive to grasp and use” (Ibid 2004: 337).

The next section of this Chapter discusses in further detail the emerging cluster of

intangibles/IC researchers responding to this critique of the intangibles/IC field. This then

leads into an introduction to and overview of the phenomenon versus practice based

approaches to the study of intangibles/IC developed to address limitations in this field of

study.

2.2.5 Intangibles/IC: A more critical approach

Guthrie et al. (2012) and Dumay (2009b) have shown that the intangibles/IC field has gone

through three key stages. First was an awareness raising phase and second a legitimizing

and evidence-gathering phase (Petty and Guthrie 2000). The first and second stages

contributed to the commonly accepted terminology, the three main components in the

taxonomy and a number of competing frameworks and tools for the measurement,

reporting and management of intangibles/IC (Dumay 2009b). The third stage, which is in its

infancy, is characterised by research that takes a critical approach to the study of

intangibles/IC (Guthrie et al. 2012). This third stage began with the 2004 special edition of

the Journal of Intellectual Capital entitled “IC at the crossroads - theory and research”

(Chatzkel 2004; Marr and Chatzkel 2004) and gained further momentum with Mouritsen’s

(2006) paper “Problematising intellectual capital research: ostensive versus performative

IC”. It has continued to develop with critical papers by Cuganesan and Dumay (2009),

Dumay (2009b; 2009a; 2012), Dumay and Rooney (2011) and Roslender and

Stevenson(2009).

Chaharbaghi and Cripps (2006) Mouritsen (2006), O’Donnell et al. (2006), and Dumay

(2009a) argue that this critical approach is needed to progress research in the study of

intangibles/IC from an interesting, yet contested concept to an understanding of how

intangibles/IC is useful in practice. While some, such as Marr et al. (2003) and Andriessen

(2004a), propose that more empirical testing of how intangibles/IC elements are linked to

company financial value, Allee (2000), Mouritsen (2006) and Chaharbaghi and Cripps (2006)

question the usefulness and appropriateness of this as the way forward for the field.

Chaharbaghi and Cripps (2006) argue that the full transformative potential of the

intangibles/IC concept will not be realised by continuing to use industrial-aged accounting

and management approaches to understand intangibles/IC. They argue that it is



- 25 -

“undesirable” to reduce intangibles/IC to “a calculable number that establishes whether an

organisation’s [intangibles/IC] has increased or diminished” or had an impact on the

financial bottom line (Ibid 2006: 30). Allee (2000) agrees adding that any approach which

drives indicators of success for intangibles/IC towards financial measures closes the window

on other ways of thinking about wealth and value creation. A more critical approach,

informed by critical management studies, is required to tackle these complex issues.

Critical management studies is said to “interrogate” the “established agendas” of

management practices and contemporary society, such as the “profit imperative, racial

inequality and... ecological irresponsibility” (Alvesson et al. 2009: 10).

Mouritsen (2006) and Dumay (2008) also argue that much effort has been spent trying to

develop a global framework for intangibles/IC when what is really needed is empirical

reports on the experiences of intangibles/IC. Guthrie et al. (2012) also noted that there has

been a tendency in the literature to focus on intangibles/IC from a general or industry

perspective, rather than at an organisational level. This tendency is driven by a grand

narrative in the intangibles and intangibles/IC literature – that intangibles are the difference

between a firm’s market and book value - which remains empirically unproven (Dumay

2012). This narrative is so prolific in the intangibles/IC literature that Dumay (2012) argues

those “who come into contact” with the intangibles/IC literature “for the first time are

often led to these theories” and led to believe that it is possible to develop truths about

intangibles/IC which are larger than any one organisation or one specific context

(Mouritsen 2006). Dumay (2012: 12) argues that more research at the organisational level

is needed to improve our understanding of the practice of intangibles/IC and the “resultant

changes within an organisation” rather than attempting to link the impact of practice to “a

generalised outcome, such as higher profitability or the determination of a fixed value of

intangibles”. These observations informed the approach taken in the case studies for the

second phase of the research design (see Chapter Four) and the conceptual framework

outlined later in this Chapter (see section 2.7).

2.2.6 Intangibles/IC as a practice versus phenomenon

The third stage of intangibles/IC research has lead to the identification of two approaches

to the study of intangibles/IC – as a phenomenon and as a practice. The study of

intangibles/IC as a phenomenon is the most common and prolific approach to the study of

intangibles (Dumay 2009a). It is based on the premise that the intangibles/IC of a firm are

connected to financial value and value creation in an organisation in a fundamental way

(Mouritsen 2006). The phenomenon based approach sees researchers focusing on

developing global or universal frameworks for identifying, measuring, and reporting

intangibles/IC – viewing them as things with descriptive qualities. Chapter Five focuses on
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the data collected with regards to the phenomenon of intangibles/IC in the case study

sector.

The study of intangibles/IC as a practice is the result of the contemporary critique of the

intangibles/IC theory outlined above. It adopts the perspective that there is “no

fundamental formula to understand the role of [intangibles/IC] in organisations and

society” (Ibid, 2006: 823). The practice based approach advocates developing a deeper

understanding of how organisations mobilise their intangibles/IC to achieve their goals.

The practice based approach to intangibles/IC takes the theoretical standpoint of the

critical intangibles/IC researchers that intangibles are not ‘things’ but rather the process of

choice-makers exploring and exploiting possibilities (Chaharbaghi and Cripps 2006) where

words, practices and indicators are mobilised to allow the company to do something

(Mouritsen 2004). Chapter Six provides a more general discussion about how firms use

their intangibles in practice and Chapter Seven provides a discussion of how the case study

firms are using their intangibles/IC to operationalise sustainable development strategies

and create more sustainable business models.

Mouritsen (2006) labels these approaches as ostensive (phenomenon) and performative

(practice) or IC1 and IC2 respectively. The key characteristics of each approach is

summarised in Table 2.2 below. These two approaches – phenomenon (IC1) and practice

(IC2) - have informed the research design of this thesis (see Chapter Four) and their

relevance to the study of operationalising sustainable development into a business

organisation is discussed in greater detail in section 2.6.1.
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IC
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IC Proposition IC Concepts Value of IC

IC1
(Ph)

IC, knowledge and
strategy are linked
through causal
mapping and related
to effects of IC on
value creation

Consists of human, structural
& relational capital; Each
has functional qualities and
are thus value generating
assets not visible in the
firm’s balance sheet; IC has
descriptive qualities and
measurement is essence

Risk and return
Predictive
information
Market-to-book

IC2
(Pr)

IC is mobilised
idiosyncratically in
attempts to make a
knowledge-based
organisation perform
towards endogenously
defined values

Intangibles/IC is a
representation of knowledge
resources whose
transformative qualities
emerge in application. IC
has classification qualities
and measurement is
convention.

Strategic values
User values
Ability to accomplish
something

Table 2.2: Intangibles/IC as a phenomenon (IC1) versus Intangibles/IC as a practice (IC2),
Source: (Mouritsen 2006: 824)
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Mouritsen (2004; 2006) and Dumay (2009a) both argue that what is required for the

intangibles/IC literature is empirical research which attempts to understand intangibles/IC

from the practice perspective. The development of more frameworks, which assume that

intangibles/IC are a phenomenon with universal truths about how they are linked to

financial performance in a specific, replicable ways, will not progress the field of study.

Rather more understanding of how firms orientate their intangibles/IC towards the

production of a purpose (good or bad) is needed. This debate between the phenomenon

and practice based approaches has guided the research design for the empirical portion of

this these. This is discussed in greater detail in section 2.7 (see also Chapter Four).

2.2.7 Summary

Part A of this Chapter has provided the necessary background information on the concept

of intangibles, how it is defined in this thesis and current critiques of the field of inquiry.

Part B of this Chapter provides the relevant background literature on sustainable

development and corporate sustainability relevant to the topic of inquiry in this thesis. This

then leads into the development of the conceptual framework for this thesis which builds

the conceptual bridge between the intangibles/IC and corporate sustainability literature.
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PART B: SUSTAINABLE DEVELOPMENT

Part B of Chapter Two provides relevant background literature on sustainable development

and corporate sustainability. It discusses the ambiguous nature of the concept and how

this has influenced the implementation of it in practice. It then discusses how the business

community has been encouraged to implement and in turn responded to operationalising

sustainable development. This is then followed by a discussion of the conceptual

framework which draws the conceptual links between the study of intangibles and

corporate sustainability.

2.3 Background: sustainable development

The Bruntland Commission popularised the term ‘sustainable development’ and defined it

as “development which meets the needs of the present without compromising the ability of

future generations to meet their own needs” (World Commission on Environment and

Development (WCED) 1987: 43). According to Parrish (2008: 16) sustainable development

emerged as a way to reconcile the “conflict in some of western society’s most deep-seated

values and beliefs” about continued economic growth and ecological critiques on the limits

to growth. An in-depth review of the history and development of the concept of

sustainable development, while interesting, is not undertaken in this thesis. A number of

previous authors have already undertaken this task (see Robinson 2004; Kates et al. 2005;

Runnalls 2008; Drexhage and Murphy 2010).

What is important to highlight for this thesis is that although the goal of sustainable

development and its various accompanying discourses have become enshrined in

government policies, business agendas and institutions around the globe (Hajer 1995;

Dryzek 1997; Drexhage and Murphy 2010) actual progress on sustainable development has

been slow and incremental (Drexhage and Murphy 2010) and there is an evident gap

between theory and practice. Secondly the private sector has shifted from the periphery to

the centre of the sustainable development debate and implementation (Runnalls 2008;

Barkemeyer et al. 2011) making business organisations a relevant institution to study.

2.3.1 Gap between theory and practice

Kates et al. (2005: 20) state that there is “near-universal agreement that sustainability is a

worthwhile value and goal” and Dyllick & Hockerts (2002: 130) contend that sustainable

development has become “the mantra for the 21st century.” Drexhage and Murphy (2010:

9) agree and add that sustainable development has “transitioned from being an interesting

yet contested ideal” to a concept which receives “widespread endorsement from

international institutions, governments, businesses and civil society.” However, despite the
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widespread endorsement of sustainable development as a “guiding principle” a “gap

between theory and practice” continues to persist (Drexhage and Murphy 2010: 9). That is

while organisations and civil society may purport to understand and support sustainable

development, actually operationalising the concept in practice is much more difficult.

Dunphy et al. (2007: 4) argue that many large enterprises need to “change significantly the

way they do business”, however, the current dominant environmental discourse in

mainstream business is said to be eco-liberalism (Blair and Hitchcock 2001) and does little

to challenge business as usual (see section 2.4.3).

Operationalising sustainable development is not a trivial task and a number of factors add

to its complexity. The dominant economic system which emphasises economic growth and

the financial bottom line (Smith and Sharicz 2011) means that businesses are driven to

“translate the benefits of sustainability” into “the usual financial measures” (Azapagic 2003:

304) which is not always possible (see section 2.4). Rather than implementing a radical

paradigm shift in the economic system which better supports sustainable development

many have instead adapted the concept to suit their agenda. This is discussed in the next

section.

2.3.2 Sustainable development: an ambiguous concept

Kates et al. (2005: 20) state that the Bruntland Commission’s definition of sustainable

development is criticised for allowing various stakeholders to define and apply the term to

suit their individual aims, regardless of their actual merit leading some to critique it as “an

oxymoron; fundamentally contradictory and irreconcilable...[and]...meaningless in

practice.” However these authors counter the critics’ arguments, stating that it is precisely

the concept’s ability to be redefined and reinterpreted , its “malleability”, that allow it to

remain “an open, dynamic and evolving idea” to address the diverse range of challenges

facing individuals, governments, businesses, and industries (Ibid, 2005: 20). Drexhage and

Murphy (2010: 6) agree that sustainable development is a “fluid concept” and believe that

this flexibility to be adapted to suit individual purposes has underpinned the universal

adoption of the concept. Equally it is also a “liability because various interpretations have

led to confusion and compromised implementation” (Ibid 2010: 6). For example, prevailing

interpretations have allowed the neoclassical economic paradigm to persist (Drexhage and

Murphy 2010) which defines development in terms of economic growth and subordinates

social and ecological goals to the primary goal of economic development (Freeman and

Gilbert 1992; Shrivastava 1995; Stubbs and Cocklin 2008a). This is particularly prevalent in

the business context where improved environmental performance is often pitted against

financial performance. This is discussed in further detail in section 2.4.4.

Despite the number of definitions which have emerged over the past two decades

Drexhage and Murphy (2010) argue that there are three common principles that tend to be
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background information on how sustainable development is interpreted in the business

context relevant to this thesis.

2.4 Business and sustainable development

As outlined in Chapter One there is a general agreement in the literature that business has

a role to play if sustainable development is to be achieved (see section 1.5.2). Business

organisations are responding to the challenges of sustainable development and becoming

actively involved in the sustainability debate. According to Barkemeyer et al. (2011: 2) the

discussion about the role businesses play in sustainable development has “undergone a

particularly noticeable shift” in recent years from an emphasis on a partnership role to its

current focus on internalising environmental and social concerns within the organisation’s

boundaries. Azapagic (2003: 303) argues that this growing interest in “corporate

sustainability” is being driven by both legislation and a growing belief that it “makes

business sense to be more sustainable”. In essence there is claimed to be a convincing

business case to do so. This is discussed later in section 2.4.4. It is first necessary to define

how the three pillars motif of sustainable development has been translated into the

business context – as corporate sustainability, the triple bottom line, eco-liberalism and the

business case for sustainability.

2.4.1 Corporate sustainability

The terms corporate social responsibility (CSR), corporate responsibility (CR) and corporate

sustainability (CS) are often used interchangeably, even though they each have distinct

bodies of academic literature and historical developments (for a detailed review see Zink

and Steimle 2007). Montiel (2008), however, notes that there are now significant overlaps

and mergers in their topics of inquiry. A recent study by Ellis and Bastin (2010: 303) also

found, particularly in the context of the UK recession, there has been a shift in the language

by business and policy makers “away from terms such as CSR (and CR)” towards “terms

such as sustainability and sustainable business practices.” They attribute this shift to these

terms being more generic and appealing due to their connotations with efficiency, longevity

and durability.

For the purpose of this research the term corporate sustainability has been adopted to

represent efforts by business to operationalise sustainable development. Isaksson and

Steimle (2009: 180) argue that there are “no ‘right’ or ‘wrong’ definitions of this normative

concept” and that corporate sustainability is a company’s “commitment to behave socially

and environmentally responsible while striving for its economic goals” (Ibid, 2009: 170).

Corporate sustainability is usually associated with the three pillars of sustainable

development and is the balancing of firms' economic viability, environmental performance,

and social responsibility (see Figure 2.5).
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prominent role in the case study sector’s experience with sustainable development (see

Chapter Three).

2.4.4 The business case for sustainability

The BCS is commonly used as a means to present the commercial benefits associated with

the voluntary uptake of corporate sustainability in business practice (Kemp 2001; Holliday

et al. 2002; Willard 2002; Salzmann et al. 2005; Wasiluk and Horne 2009; Carroll and

Shabana 2010). Kolk (2008) argues that business has increased its focus on corporate

sustainability largely as a result of external stakeholder pressures for more accountability

and transparency in corporate behaviour. Where sustainable development puts external

pressures on businesses to improve environmental and social performance, the BCS is the

opportunity that pro-actively responding to these pressures presents for a business. This

idea has been illustrated in Figure 2.6 below. However, Carroll and Shabana (2010: 92)

found that the business case in recent times has become less about the opportunity and

more about the “justification and rationale” or the “specific benefits in an economic and

financial sense”.

Figure 2.6: External pressures of SD versus the internal opportunity of the BCS

The BCS evolved out of a shift in focus in the academic literature in the mid-1980s from

pollution control to the notions of eco-efficiency, win-win solutions and competitive

advantage gained through environmental performance. Closely linked to ecological

modernisation (EM) theory, it aims to re-frame the win-lose view of environmental

protection to one which is win-win. EM’s ‘win-win’ logic has infiltrated the broader

corporate sustainability literature and as a result those who develop and present the BCS
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are often unaware of the EM theoretical underpinnings, how it has influenced their

approach to rationalising the BCS and the limitations of EM’s win-win rhetoric.

Although there are numerous interpretations of EM, it is generally agreed that the first

world corporatist view is the predominant view (Mol 1995; Everett and Neu 2000). This

view promotes the ideology that business as usual, just done more efficiently, is capable of

providing solutions to environmental problems (Tilley and Young 2009). EM’s position is

that existing “political, economic and social institutions can internalise care for the

environment” (Hajer 1995: 25), without the need for any “radical change” (Blair and

Hitchcock 2001: 19), in order to restructure the economy to be more environmentally

sound. Developed by a “relatively small group” of German environmental and social

scientists (Huber 1982; Mol 1995) EM’s sphere of influence has now expanded to become

part of the “mainstream debate in the environmental social sciences” (Murphy 2000: 1).

EM advocates addressing environmental issues by designing them out of industrial

processes, rather than end-of-pipe solutions, thereby not only making environmental

improvements, or eco-efficiencies, but also achieving cost efficiencies as well (Blair and

Hitchcock 2001). EM’s popularity is linked to its “unthreatening ideology” (Blair and

Hitchcock 2001: 19) which is appealing to both businesses and policy makers (Hajer 1995;

Revell 2007; Jensen and Gram-Hanssen 2008). Porter and van der Linde (1995) are also well

known for their views on competitive advantage and the win-win benefits of eco-efficiency.

However, both of these theoretical positions are often criticised for focussing on the low-

hanging fruit and easy win solutions of eco-efficiency which mask the more significant and

capital intensive issues that businesses need to address (Walley and Whitehead 1994b). In

addition, selling the “win-win rhetoric” and convincing stakeholders is difficult as the short-

term financial benefits become less apparent (Revell and Blackburn 2007: 412).

2.4.5 Linking corporate sustainability and corporate financial performance

The impact of corporate sustainability activities on corporate economic performance has

been debated strongly for many years. From strictly an environmental management

perspective Schaltegger and Synnestvedt (2002) argue that there is no natural or

mechanical law automatically linking environmental performance with economic

performance as a number of factors, such as regulation and pressure from stakeholders,

can impact the economic incentive for companies. In reality, the relationship between

corporate sustainability and corporate financial performance varies from one firm to the

other due to various situational contingencies (Barnett 2007). Regardless there are still

countless studies in the academic and grey literature which attempt to develop causal links

between the two (Hahn et al. 2010; Figge and Hahn 2012).

The results of previous empirical studies are inconclusive as some studies report a positive

impact, some a neutral impact, and yet others a negative impact (Salzmann et al. 2005).
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For example, Lo and Sheu’s (2007) study of Standard and Poor (S&P) 500 firms found a

positive correlation between firm value and corporate sustainability where Prior and Faria’s

(2010: 2) study of Australian public office trusts concluded that no “hard data” yet exists to

prove that improved environmental performance adds to the financial bottom-line.

McWilliams and Siegel (2000) argue that the inconsistency in results in the previous

literature is related to flaws in the empirical analysis used, in particular research and

development benefits being excluded. Salzmann et al.’s (2005: 33) in depth review of past

studies examining the link concluded that the business case as a research topic has two

“major stumbling blocks” inhibiting “more conclusive” results: complexity and materiality.

They state that the business case is complex because it is contingent on a number of factors

which vary between industries, countries and points in time. Carroll and Shabana (2010)

and Wasiluk and Horne (2009) agree with this point, both arguing that there is no single

BCS, no single rationalisation of how sustainability improves a company’s economic

bottom-line. The second stumbling block suggested by Salzmann et al. (2005: 33),

materiality, relates to the elusiveness of the economic value of sustainable business

strategies beyond “easily measurable” eco-efficiency management practices. They argue

that the effects of corporate sustainability on intangibles, such as brand, staff loyalty, staff

competencies and corporate culture, are difficult to quantify.

Often the so-called commercial benefits are claimed to accrue to an organisation’s

intangible resources, such as its reputation, organisational capabilities, and individual

competencies (Kemp 2001; Holliday et al. 2002; SustainAbility and UNEP 2005; Wasiluk and

Horne 2009). Wasiluk and Horne (2009) argue that more work needs to be done to

understand these intangible benefits and their link to corporate financial performance. This

thesis argues that few, if any, previous BCS studies have looked to the intangibles/IC

literature to investigate how intangibles are linked to company financial performance. As

previously mentioned Allee (2000) argues that researchers addressing corporate

sustainability and those researching intangibles/IC rarely engage with each other and/or

use breakthrough work from each other. Researchers in both areas are struggling to “make

the formerly unseen and unappreciated both more visible and more valued” (Ibid 2000: 18).

However if corporate sustainability researchers do venture into the intangibles/IC field they

will initially be confronted with a situation where the measurement and valuation of

intangibles, and its links to company financial performance, is an unresolved and ongoing

challenge. Intangibles/IC researchers have spent much effort attempting to develop

approaches to measure intangibles and link them to company financial performance.

Despite the numerous frameworks and methodologies that exist there is no one approach

that has been embraced and, as discussed in section 2.2.5., this approach to intangibles/IC

is questioned for its desirability and effectiveness.
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Digging deeper below this surface level barrier of measurement, one can see that corporate

sustainability researchers are only looking at intangibles/IC as a phenomenon, which is

based on the underlying assumptions that intangibles are things to be measured and whose

value is missing from the company balance sheet (see section 2.2.6). This phenomenon

approach, while prolific, has a growing number of critics (see section 2.2.5) and it is argued

in this thesis that it currently presents a barrier to the uptake of sustainable development in

business beyond the easy wins of eco-efficiency. The phenomenon based approach to

measuring intangibles does not challenge the BCS discourse to shift beyond its focus on

justifying why, in financial terms, a company should manage its environmental and social

performance. It will also only serve to further reinforce the current eco-liberal worldview

and limit companies’ ability to see the benefits of being sustainable. Proponents of the BCS

run headlong into a brick wall when they are not able to link higher profitability or direct

financial returns to the intangible outcomes attributed to corporate sustainability.

The practice based approach to intangibles/IC provides a ladder over this wall by instead

focusing on how firms’ mobilise or orientate their intangibles towards “a purpose”

(Mouritsen 2004: 262) – in this case embedding sustainable development into their

business model. This argument is illustrated in Figure 2.7 on the next page. The

phenomenon based approach takes an outside-in view, focusing on the intangibles/IC

benefits – or outputs of a sustainability strategy - which accrue to an organisation that

manages its (primarily) environmental and social performance whereas the practice based

approach takes an inside-out view focusing on how firms utilise its intangibles/IC – or inputs

to the strategy - in order to create a more sustainable business model. As mentioned

earlier in this Chapter, Dumay (2012: 12) argues that the focus is then on the management

of an organisation’s intangibles/IC and the “resultant changes within an organisation”

rather than attempting to link the impacts to “a generalised outcome, such as higher

profitability or the determination of a fixed value of intangibles”.



Figure 2.7: Climbing over the CS/CFP brick wa

It is necessary at this point to provide some relevant background information on

sustainable business models as it is a concept referr

and this thesis. A number of conceptual models of a sustainable

been proposed in the literature. The next section of this Chapter presents some of these

sustainable business models and examples in the empirical literature related to

implementation of more sustainable business model

Operationalising
Sustainability

Business case
for sustainability

Intangibles as a
Phenomenon

Link CS to CFP

Running into
the brick wall

Justify an approach

- 38 -

Climbing over the CS/CFP brick wall
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the design principles and processes of establishing these sustainable enterprises into

practice (Parrish 2007; Parrish 2010). According to Parrish (2008) a sustainable enterprise is

one which is environmentally and socially driven using profit as a means – not an end goal.

Young and Tilley (2006) argue that a sustainable enterprise addresses issues such as

sufficiency, equity, and futurity, not just efficiency and effectiveness (see Figure 2.8 below).

Figure 2.8: Sustainable Entrepreneurship Model (Young and Tilley 2006: 410)

A key proposition of this research is that existing businesses are able to make progress to

achieving sustainable development, even within the context of the existing neoclassical

economic paradigm, by making changes to their existing business model and focusing on

mobilising their intangibles and not just managing their environmental and social

performance. Based on the resource-based view of firm (see section 2.1.3), intangibles are

relevant to and present in all business models regardless of their current approach to

sustainable development. This idea is illustrated by me in Figure 2.9 below. The versatility

of intangibles concept means that changes in how firms identify, measure, manage and



report their intangibles/IC across the various stages of corporate sustainability can be

identified. Phase or stage models of corporate sustainability are discussed later in this
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orientated model where they purchase it. The company has had limited success as their

customers’ business models do not value the concept highlighting that that successful

radical re-orientation of a company’s internal business model to achieve sustainable

outcomes is contingent on their value chain changing as well. In essence Stubbs and

Cocklin’s (2008b; 2008a) empirical work identified that organisations need to manage and

mobilise their structural and relational capital, part of their intangibles/IC, in order to

progress towards a more sustainable business model. Bryson and Lombardi (2009)

conducted a study of the business model of two UK-based property firms, however, this

paper is discussed in Chapter Three as it is specifically relevant to the case study sector (see

section 3.4.2).

Birkin et al. (2009) also found that new environmental management tools and approaches

helped companies to embed sustainable development into their business model. However,

more importantly it was the personal values of staff, based on their Nordic nationalities,

which was identified as key to the studied firms embracing sustainable development into

their business models. These studies help to support a key proposition of this thesis: firms’

need to consider all of their intangibles/IC components – i.e. human, structural and

relational capital (refer back to Table 2.1 above) – when operationalising sustainable

development into their business model. This is discussed further in section 2.6.1. Smith

and Sharicz’s (2011) agree with this proposition and argue that overlooking key areas of

intangibles/IC, in particular the structural capital around the organisation’s governance

system, can lead to negative reinforcing cycles which make implementing sustainable

development more difficult and less successful (see Figure 2.10). Equally they argue that by

addressing key intangibles/IC elements leads to a positive reinforcing cycle (see Figure 2.11

below).

Figure 2.10: Current approaches to implementing corporate responsibility and why they
fail, Source: (Smith and Sharicz 2011: 81)

Due to lack of appropriate
structural capital – i.e.
governance systems - to
support implementation
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Figure 2.11: Positive reinforcing cycle developed when addressing intangibles/IC to
implement corporate responsibility, Source: (Smith and Sharicz 2011: 81)

A common thread in the conceptual models and empirical literature outlined in this section

is the need to better understand how to identify, measure and manage a firm’s

intangibles/IC in order to embed sustainability into a firm’s business model. By improving

our understanding of how companies manage their intangibles in practice can improve our

understanding of the changes companies make to their business models towards more

sustainable business models. The next section of this Chapter presents a critique of the

most widely accepted intangibles/IC taxonomy presented earlier in this Chapter (see

section 2.2.2) in light of the limitations of the neoclassical business model discussed above.

2.5.3 Intangibles/IC taxonomy for a sustainable business model

Allee (2000) was the first and only scholar in the intangibles/IC literature to argue for an

expanded taxonomy of IC which integrates the aims of sustainable development. The

current IC taxonomy Allee (2000) argues is still rooted in industrial-age thinking and simply

stretches old thinking a bit further rather than challenging mindsets and questioning

underlying assumptions traditional business models. Allee (2000) argues that the existing

intangibles/IC categories do not recognise that value exchanges (primarily nonfinancial)

occur beyond stakeholders with which a business has direct or traditional financial

relationships (i.e. customers, shareholders, suppliers). These might include, for example,

local communities in which they operate, future generations and the natural environment.

Environmental health and social responsibility, Allee (2000) argues, are important areas of

value creation that have business and economic impact and are currently excluded from

the intangibles/IC discourse. Allee’s (2000) expanded taxonomy takes the traditional IC

categories of human, relational and structural capital removes the word ‘capital’ from their

label and also adds three new categories. Figure 2.12 below illustrates how sustainable

Human Capital

Relational CapitalStructural Capital
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(dark blue) taxonomy expands upon the categories found in the

. As mentioned earlier (see section 2.2.3) others have

the concept of removing the word ‘capital’ and ‘assets’ from the intangibles/IC discourse

up certain characteristics and connotations that are not always relevant

The categories include human competence, internal structures,

corporate identity, business relationships, social citizenship and environmental health;

definitions for each category are summarised in Table 2.3

: IC taxonomy: Traditional (MERITUM 2001) versus Sustainable firm

Definition

Individual capabilities, knowledge, skills, experience, problem
solving abilities that reside in people.
Systems and work processes that leverage competitiveness,
including IT, communication technologies, systems and software,
databases, documents, images, concepts and models of how the
business operates, patents, copyrights and other codified
knowledge.
The value of one’s vision, purpose, values, ethical stance, and
leadership as it contributes to brand equity and economic success
in business and employee relationships.

Business Relationships Alliances and business relationships with customers, strategic
partners, suppliers, investors, regulatory bodies and government
groups.
The quality and value of relationships enjoyed with larger society
through the exercise of corporate citizenship as a member of
local, regional and global communities.

Environmental Health The value of one’s relationship with the earth and
understood through calculation of true costs of resources
consumed by an enterprise or economy and determination of
equitable exchange or contribution to the health and
sustainability of the environment.

(2000: 20) taxonomy and associated definitions
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ies, systems and software,

databases, documents, images, concepts and models of how the
business operates, patents, copyrights and other codified

The value of one’s vision, purpose, values, ethical stance, and
t contributes to brand equity and economic success

Alliances and business relationships with customers, strategic
partners, suppliers, investors, regulatory bodies and government

The quality and value of relationships enjoyed with larger society
through the exercise of corporate citizenship as a member of

The value of one’s relationship with the earth and its resources as
understood through calculation of true costs of resources
consumed by an enterprise or economy and determination of
equitable exchange or contribution to the health and
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Lopez-Gamero et al. (2011) proposed adding the term ‘sustainable’ to each of the three

existing categories in the intangibles/IC taxonomy order identify the human, structural and

relational capital a business creates as a result of implementing an environmental

management system. Chen (2007) also proposed a similar idea but instead opts for the

term ‘green’ instead of sustainable. However both of these propositions, while perhaps

appropriate to push firms toward the efficiency stage of corporate sustainability (see Table

2.4 below), do little to challenge traditional business model boundaries and push firms

towards more sustainable business models. While the categories presented by Allee (2000)

appear better suited to a sustainable business model, these have not been tested in any

previous studies in the literature. In order to allow for comparison of the results of this

thesis the traditional intangibles/IC taxonomy outlined in section 2.2.2 provided the starting

point for the first phase of data collection (see Chapter Four).

This section has outlined some of the literature on sustainable business models, which

highlight that the business models of existing companies need to significantly change in

order for sustainable development to be achieved. However it is acknowledged that in

order to bridge the gap between existing business models and sustainable business models

companies will progress through a number of phases or stages of corporate sustainability.

The next section of this Chapter provides a discussion of the literature on stages of

corporate sustainability and its relevance to this thesis.

2.5.4 Stages of corporate sustainability

A number of phase or stage models have previously been developed to document the

phases a company progresses through as it operationalises sustainable development into its

business model. It is beyond the scope of this paper to provide a detailed review and

critique of these stage/phase models, however, Maon et al. (2010) provide an excellent

overview of the current empirical and theoretical literature.

A common factor that can be observed in these frameworks is that most highlight that

moving from one stage to the next requires companies to change how they approach their

intangibles/IC. For example, in Dunphy et al.’s (2007) model in order to move beyond eco-

efficiency companies need to change their approach to managing their human capital from

one of cost savings and efficiency to a management approach which supports personal

growth and innovation (see Table 2.4). Many of the models also agree with Stubbs and

Cocklin’s (2008a) empirical findings about the important role of mobilising a firm’s

structural and relational capital, but models such as Dunphy et al.’s (2007) and Maon et

al.’s (2010) acknowledge the importance of human capital to help firms progress to more

sustainable business models.

However, as noted in section 2.5.2, there is a lack of empirical studies to support whether

these proposed practices assist organisation’s with their actual implementation and
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embedding of sustainability into their business model. Bertel et al.’s (2010) meta-analysis

of 179 sources (both academic and practitioner literature) on practices that support

embedding sustainability into an organisation’s business model identified 59 distinct

practices that organisations use to embed sustainability. The practices can be group into

two primary dimensions: first, what the firm is trying to accomplish (fulfilment or

innovation) and second, how they are going about it (formal or informal). Fulfilment

practices are for delivering on current sustainability commitments and innovation practices

move the organisation further along the path to sustainability. Formal practices establish

the rules and procedures and informal practices affect behaviour. However, their review

found that most of the 59 practices proposed remain empirically untested or unproven and

that more comparative studies were needed as well as empirical investigations “across

various ‘stages’ of implementation” (Bertel et al. 2010: 51).

Dunphy et al.’s (2007) phase model of corporate sustainability outlines six distinct phases in

which organisations progress towards human and ecological sustainability. The phases

characterise how organisations treat their human and natural resources at each phase and

include: rejection, non-responsiveness, compliance, efficiency, strategic proactivity and the

sustaining corporation (see Table 2.4). It provides a useful and accessible model for making

comparisons between and within organisations to assess their current sustainability

practices and was selected for use in this thesis. Others such as Maon et al.’s (2010) was

discounted for its over-complexity and its primary focus on corporate responsibility,

generally overlooking environmental performance. Glass and Dainty (2011) have

highlighted that models specifically suited to the property and construction sector (the case

study sector for this thesis) do not exist and have applied the model developed by Dunphy

et al. (2007) in their conceptual sustainable construction business model. Previous

empirical work on the UK construction sector has also used Dunphy et al.’s stages (Holton

et al. 2010).

However Dunphy et al.’s (2007) model is not without its limitations. For example, even

their sustainable enterprise still has the appearance of a profit-motivated firm. Tilley and

Parrish (2006) and Tilley and Young (2009) all argue that a truly sustainable enterprise is

one where profit is a means and not an ends. Additionally the issue of sufficiency does not

appear to be addressed (Young and Tilley 2006). As such it can be argued that further

stages of corporate sustainability exist beyond Dunphy et al.’s (2007) sixth stage. This is

illustrated in Figure 2.13.
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Figure 2.13: Phases of Corporate Sustainability and Sustainable Entrepreneurship,
Young and Tilley 2006; Dunphy et al. 2007)

The next section of this Chapter draws together the concepts, theories and arguments

presented to this point of Chapter Two

framework to manage firm’s intangibles.

2.6 Intangibles and corporate s

“The intangible perspective allows us to look at companies differently...various
disciplines use this perspective to create a new view of organisations. This new view
makes us see things differently and notice different things. It allows for new way
diagnosing organisations and defining new problems. It also helps in developing new
solutions to those problems

The shift from the industrial era to the

outlined in section 2.1. In the industrial era “companies valued margins, investment and

asset productivity for competitive advantage” but

“must focus on intangible elements”, and their ability to create and exploit them, as an

indicator of their success (Higgison 2003: 30)

importance of intangibles is not happening in isolation

sustainable development has

organisations (Dyllick and Hockerts 2002)

still other phases
beyond to achieve

Sustainable Corporate
Entrepreneurship

Does not address

- 50 -

Phases of Corporate

(Dunphy et al. 2007)

Areas of sustainability
addressed
(Young and Tilley 2006)

Business as Usualresponsive

Compliance

Eco-efficiency,
Socio-efficiencyStrategic Proactivity

The Sustaining
Corporation

Eco-effectiveness
Socio-effectiveness

Equity
Sufficiency
Stability
Futurity

: Phases of Corporate Sustainability and Sustainable Entrepreneurship,
t al. 2007)

hapter draws together the concepts, theories and arguments

of Chapter Two in order to develop the foundation of the

framework to manage firm’s intangibles.

Intangibles and corporate sustainability

“The intangible perspective allows us to look at companies differently...various
disciplines use this perspective to create a new view of organisations. This new view
makes us see things differently and notice different things. It allows for new way
diagnosing organisations and defining new problems. It also helps in developing new
solutions to those problems” (Andriessen 2004b: 8).

industrial era to the knowledge era is well established in the

. In the industrial era “companies valued margins, investment and

competitive advantage” but 21st century organisations it is argued

“must focus on intangible elements”, and their ability to create and exploit them, as an

(Higgison 2003: 30). This 21st century shift acknowledging the

not happening in isolation. As discussed in section

also become the mantra of 21st century

(Dyllick and Hockerts 2002) and the importance of managing more than just

beyond to achieve

Sustainable Corporate

Does not address

: Phases of Corporate Sustainability and Sustainable Entrepreneurship, (after

hapter draws together the concepts, theories and arguments

to develop the foundation of the

“The intangible perspective allows us to look at companies differently...various
disciplines use this perspective to create a new view of organisations. This new view
makes us see things differently and notice different things. It allows for new ways of
diagnosing organisations and defining new problems. It also helps in developing new

the literature

. In the industrial era “companies valued margins, investment and

it is argued

“must focus on intangible elements”, and their ability to create and exploit them, as an

shift acknowledging the

section 2.3,

century business
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the financial bottom-line of a company is also emphasised. Literature on sustainable

business models and stages of corporate sustainability also highlight the importance of a

firm’s ability to identify, measure, and manage its intangibles in order to response to the

challenge of operationalising sustainable development into practice.

There is a very evident overlap between these two fields of research, corporate

sustainability and intangibles/IC, in that they both highlight that a business needs to

develop a new understanding of how to create and exploit their intangibles/IC in order to

not only be successful in a post-industrial era economy, but also for the health and well-

being of the planet and all its inhabitants. This overlap is currently under explored in the

existing literature and it is this gap in knowledge where this thesis aims to make a

contribution. Allee (2000) agrees with this observation arguing that researchers in the

intangibles/IC community have been trying for a number of decades to answer questions

similar to those the business and sustainability community have been trying to answer with

little sharing of the advances in knowledge between the two communities. This thesis

builds a conceptual bridge between these two fields by creating a conceptual framework

based on the phenomenon and practice of intangibles/IC and their role in implementing

more sustainable business models.

According to Maxwell (2005: 33) a conceptual framework is “the system of concepts,

assumptions, expectations, beliefs and theories that supports and informs your research”

(see also Miles and Huberman 1994; Robson 2002). Chapter Two, so far, has discussed

these various elements of the conceptual framework for this thesis. In doing this, Chapter

Two has also provided credence to the conceptual bridge being built. This section of

Chapter Two draws together all of the concepts, theories, assumptions and arguments

made above to identify elements of a framework to manage firms’ intangibles and lay the

foundation for the research design presented in Chapter Four (see section 4.3). The next

section of this Chapter briefly outlines the previous research on intangibles/IC in relation to

corporate sustainability and is then followed by sections which discuss the various elements

of the theoretical framework.

2.6.1 Intangibles and corporate sustainability: current research

At present, there is a limited but growing body of intangibles/IC literature engaging with

the sustainable business literature. This engagement can be categorised into four key areas

which include: corporate reporting; managing for sustainability; green or sustainable

intangibles/IC; and knowledge management. However, to date, the majority of the

research linking the intangibles/IC literature to corporate sustainability is in the area of

voluntary corporate reporting of nonfinancial performance. This literature is discussed in

greater detail in section 2.7.5 of this Chapter. The literature in the other three categories

has been referred to in various sections earlier in this thesis (for example see section 2.5.3).
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This thesis sets itself apart from the existing intangibles/IC and corporate sustainability

literature as it extends the conceptual bridge between these fields of research beyond

reporting the phenomenon of intangibles/IC and the creation of metrics, to the practice

based approach using it to understand how sustainable development is operationalised into

business models. This is discussed in the next section of this Chapter.

2.7 A framework to manage firms’ intangibles

The aim of this thesis is to understand the role of intangibles in operationalising sustainable

development into practice in business organisations and in doing so provide a systematic

investigation of the intangibles of firms in the Australian property and construction sector

as a case study (see Chapter Three). The outcome is a theoretical framework to understand

how firms approach intangibles at various stages of corporate sustainability (see Chapter

Eight).

The framework developed in this thesis focuses on identifying, measuring/valuing,

controlling, and reporting intangibles as they are identified in the literature as key features

of any intangibles/IC management framework (Sanchez et al. 2000; Johanson et al. 2001;

Kujansivu 2008). Each of these activities will be discussed briefly in the remaining sections

of this Chapter. The next section of this Chapter, however, first provides a discussion on

how the practice and phenomenon approaches to intangibles/IC underpin the framework

and research design.

2.7.1 Phenomenon and practice of intangibles/IC

Figure 2.14 illustrates how it is proposed in this thesis that the practice and phenomenon

based approaches intangibles/IC overlap with Dunphy et al.’s (2007) stages of corporate

sustainability. This proposition forms part of the theoretical foundation of the framework.

Figure 2.14, on the next page, also acknowledges the previously noted limitation of Dunphy

et al.’s (2007) phase model (see section 2.5.4).
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Figure 2.14: Intangibles/IC’s relation to phases of corporate sustainability
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For the practice based approach Mouritsen (2004) argues that the management of a firm’s

intangibles is about orientating the production of a firm’s intangibles/IC towards a purpose,

which for this thesis, is sustainable development. A gap in the literature exists in relation to

the phenomenon of intangibles/IC in the case study sector (see Chapter Three) and so the

research design consisted of two primary stages. The first stage focused on the wider

Australian property and construction sector and the phenomenon of intangibles/IC. The

second stage narrowed its scope to a series of four case study companies to investigate the

practice of intangibles in relation to operationalising sustainable development into their

business models.

2.7.2 Identify

The identification of the primary categories of intangibles/IC was previously discussed in

section 2.2.2. What is relevant to the development of the theoretical framework is the

proposition that in order to both operationalise sustainable development into a business

model and also progress to more advanced stages of corporate sustainability firm’s must

embed a sustainable development logic into all aspects of its intangibles/IC. This is

illustrated in Figure 2.15 below.

Figure 2.15: Whole of firm’s resources needed to progress to advanced phases of
corporate sustainability

Previous research agrees with the proposition that a key success factor in whether a

company can implement sustainable development is the adoption of a holistic or systems

approach (Azapagic 2003; Dunphy et al. 2007; Tilley and Young 2009) rather than in a

Structural
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Corporation
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“piece meal way” (Glass and Dainty 2011: 6). This means sustainability is integrated

systematically into their business model and is not just seen as an add-on. Smith and

Sharicz’s (2011) review the literature on how sustainable development is actually

implemented in organisations and identified a number of key elements necessary to

implement TBL corporate sustainability. However, often these elements are typically

investigated individually in a “single descriptive paper per single element” (Ibid, 2011: 75).

The key elements included governance, leadership, a business plan, measuring and

reporting, organisational learning, culture and information systems. Their systems model

illustrating how barriers in implementation arise when all areas are not addressed was

discussed early in section 2.5.2 (see Figure 2.10 and Figure 2.11).

The approach to the empirical portion of this thesis differs from the previous empirical

literature in its overarching approach, based on the intangibles/IC taxonomy (see Figure

2.15 above), to investigate firms in the case study sector. Where previous studies have

tended to focus on a specific sub-element of an intangibles/IC category, such as

environmental management systems, human resources, company culture, reporting,

governance structures and value chains, this thesis develops a broader overall view of an

organisation and the implementation of sustainable development into its business model.

Equally, however, the limitation of this approach is that it allows for less depth in the

investigation of any one specific area. The four case study companies provide the primary

empirical data in this thesis in relation to how firms manage their intangibles/IC in order to

implement sustainable development strategies. As illustrated in Figure 2.16 below, the

focus of the empirical investigation is on the barriers and enablers experienced in the

efficiency, strategic proactivity and sustaining corporation phases of Dunphy et al.’s (2007)

model. This is because it was assumed that the case study firms, which were identified

based on their recognition as sustainability leaders (see section 4.5.5.2) would, at a

minimum, exhibit signs of the efficiency stage of corporate sustainability.

Phases of Corporate
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Intangibles/IC categories

Human Capital Structural Capital Relational Capital

1 Rejection

2 Non-responsive

3 Compliance

4 Efficiency

5 Strategic
proactivity

6 The Sustaining
Corporation

Figure 2.16: Intangibles/IC as Practice approach to company case studies
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The final sections of this Chapter provide a brief overview of the other three key features of

an intangibles/IC management framework: measure/value, controlling and reporting.

Most of the existing literature in these areas is focused on the investigation of

intangibles/IC as a phenomenon and very little from the practice based approach.

2.7.3 Measure/Value

The intangibles/IC community also suffers from an affliction found in the corporate

sustainability community regarding measurement. Andriessen (2004b: 9) argues that the

intangibles/IC community seems to “be obsessed with the need for measurement”

justifying it with phrases like “what gets measured gets managed” and “in order to manage

value creation we need to measure it.” This measurement mindset has led to a large

number of tools, some with up 160 indicators (Andriessen 2004b) for intangibles/IC.

Chaharbaghi and Cripps (2006: 39) argue that the current dominant approaches to the

measurement of intangibles/IC do “not have any explanatory power” and only serve as a

management “device for control” to retain and exploit its intangible resources for the

purpose of serving a firm’s economic interests.

As previously discussed in section 2.2.5 there is a small but growing body of researchers

who are critical of the discipline’s focus on measurement, financial valuation and

monetarisation. For example, Dumay’s (2011: 352) longitudinal case study of an Australian

government agency concluded that “engendering of management action” or mobilising an

organisation’s intangibles/IC does not necessarily require measurement, or more accurately

“a set of concrete” measures relevant to the whole organisation. Another common

argument of this group of critical researchers is that practitioners and academics in the field

continue to focus on proving that intangibles/IC are connected to corporate financial

performance in a fundamental way (Chaharbaghi and Cripps 2006; Dumay 2009a; Dumay

and Rooney 2011). As discussed in section 2.2.6, Mouritsen (2006) labels this the

phenomenon based approach to intangibles/IC.

The current focus on measurement in the field is related to the fact that the IC/intangibles

field is that it is still heavily influenced by the traditional accounting literature. This

literature, it is argued, is primarily focused on economic growth and preserving current

forms of capitalism. Gray (2006: 795) argues that the problems with financial accounting

are much larger than its inability to deal with “relatively trite and unimportant” matters like

intangibles/IC and current attempts to revise it are “at best, typically ill-advised.” He

questions whether “any research which is not either cognisant of or directed towards

sustainability and/or sustainable development makes any real sense in the context of

current data about the planet” (Gray 2006: 793). Gray (1990) and Gray and Bebbington

(2001) argue that environmental degradation is a direct consequence of the dominant

approach to accounting. As Gray (2006: 798) argues “the very purpose of financial
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the data collection and analysis. Despite a general acceptance that sustainable

development is a worthwhile goal and calls for a convergence between the three pillars of

economic development, social equity and environmental protection, the concept remains

elusive and implementation has proven difficult. Gaps between theory and practice exist

because of the ambiguous nature of definition popularised by the Bruntland Commission

and barriers from the persistent worldview which favours economic growth and financial

performance. There is a gap in the existing literature relating to current practices in

implementing sustainable development in existing businesses. This research aims to draw

upon concepts and theories of intangibles to fill this gap in the sustainable business

literature. The review of the literature in this Chapter has shown that the phenomenon of

intangibles/IC is an important and topical issue for business organisations. Improved

understanding of intangibles/IC as a practice is an important factor in shifting the

conversation about the BCS and implementing more sustainable business models. This

Chapter has drawn a conceptual bridge between the corporate sustainability and

intangibles/IC literature and identified key elements of a framework to manage firms’

intangibles. In doing so it lays the groundwork for the research design presented in Chapter

Four and the empirical data results and analysis presented in Chapters Five, Six and Seven.

The next Chapter (Three) provides an overview of the case study sector – the Australia

property and construction sector, its key characteristics and the current state of the theory

and practice relating to corporate sustainability and intangibles.
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3 The Australian property and construction sector

This Chapter provides an overview of the case study sector, the Australian property and

construction sector. The rationale for this sector as a case study was previously outlined in

Chapter One (section 1.5). This Chapter begins by providing background information on the

case study sector and narrows the focus of the research to the commercial building

segment of the market. This is followed by a discussion of how companies in the sector are

responding to the challenges of sustainable development. Relevant literature on the

business case for sustainability and operationalising sustainable development into property

and construction sector organisations is outlined. This is followed by a review of the

previous studies on intangibles/IC in the property and construction sector in the final

section of this Chapter. The existing literature on intangibles/IC in the property and

construction industry is limited and not addressed by any substantial research project to

date. As such, this thesis also fills an empirical evidence gap in this area.

3.1 Overview

This research project focuses on firms located within the Australian property and

construction sector. According to the Property Council of Australia (PCA 2009b), the

primary property industry body in Australia, this sector includes firms that develop, own,

manage and construct buildings. Funds management is also a key activity of many firms in

the sector. This is because of a unique characteristic of the Australian property and

construction sector – the size of its Real Estate Investment Trust (REIT) in the Australian

stock market. Overall the Australian stock market accounts for only one and a half percent

(1.5) of the global stock market, however, it also accounts for approximately eight (8)

percent of global real estate investment (De Valence 2004). Most of the large corporate

firms in Australia operate across all five activity spheres presented in Figure 3.1 below (PCA

2009b).

Figure 3.1: The Australian Property Universe (PCA 2009b: 6)
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The property and construction sector is one of Australia's largest and most important

industries, with movement in the industry’s indicators often directly linked to changes in

social, economic and political trends (Hampson and Brandon 2004). This sector is a major

contributor to Gross Domestic Product (GDP) in the Australian economy and it is also one of

the largest employing industries (ABS 2012). According to the Australian Bureau of

Statistics (ABS), in 2008-09 the property and construction sector accounted for 6.8% of

GDP, making it the fourth largest contributor behind Financial and Insurance services

(10.8%), Manufacturing (9.4%), and Mining (7.7%) (ABS 2010). The sector was the fourth

largest employing industry behind Retail Trade (11.2%), Health Care and Social Assistance

(11.0%) and Manufacturing (9.2%) (Ibid 2010). Mid-way through 2009, there were

approximately 984,100 people employed in the property and construction industry

representing 9.1% of the total workforce (Ibid 2010), however, more recent data shows

that employment levels rose nearly three percent in 2010–11 to approximately 1,033,900

people (ABS 2012).

As an economically significant industry with well organised representation, the property

and construction industry, according to Heaton (2012), has a reasonable, but limited,

amount of political power and influence in Australia. Given the large number of Australians

directly employed in this sector and the number of Australians who are indirectly affected

by the sector (homebuyers, building suppliers, real-estate agents, etc.) a “fair portion of the

Australian voting population has a stake in its success” (Ibid 2012: 1). Recent construction

industry related media has focussed on the affects of Global Financial Crisis (GFC),

Government infrastructure spending and housing availability (ABS 2010). Heaton (2012)

argues that recent home builder incentive schemes and national building stimulus packages

provide evidence of a desire on the part of politicians to keep the property and

construction sector on side. The sector is also fairly well-organised from a political lobbying

standpoint, with groups such as Master Builders, the Housing Industry Association, the

Property Council of Australia, Australian Constructors Association, the Green Building

Council and the Construction, Forestry, Mining and Energy Union (CFMEU), all active in

representing their members’ interests in the political arena.

3.1.1 Sub-categories of the property and construction sector

For research, statistical and regulation purposes the property and construction industry is

also commonly split into a three main sub-categories based upon type of construction

activity, i.e. residential, non-residential and non-building/engineering (see Royal

Commission into the Building and Construction Industry 2002; Australian Bureau of

Statistics 2008). Some of these categories, such as non-residential, are then often further

sub-divided because of the great variety in building types (De Valence 2004). According to

the Royal Commission into the Building and Construction Industry (2002: 7) each of these




