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The Project

This manual on sustainability reporting
was sponsored by the Deutsche Bundess-
tiftung Umwelt {'German Federal Environ-
ment Foundation’} as part of the research
project ‘Integration of Sustainability As-
pects into Corporate Environmental Report-
ing’. The project was carried out from Feb-
ruary 2000 to June 2001 by the Institut fur
okologische Wirtschaftsforschung {’Insti-
tute for Ecological Economy Research’},
Berlin, in co-operation with imug Institut
fur Markt-Umwelt-Gesellschaft {‘Institute
for Market, Environment, Society'}, Han-
nover, and the following companies:
Wilkhahn Wilkening & Hahne GmbH, Bad
Munder; Weleda AG, Schwaébisch-GmUnd;
Gundlach GmbH&Co, Hannover. Practical
support came from Otto Versand mail or-
der company.

In the first stage of the project a concept
for sustainability reporting was designed.
A survey of the scientific and practical sta-
tus quo of sustainability reporting was ac-
companied by an analysis of the develop-

ments of environmental and social report-
ing and a survey among stakeholders con-
cerning their demand for information and
appropriate means for delivering it. Based
on these findings a procedure to produce
sustainability reports in the participating
companies was developed.

The second stage of the project produced
sustainability reports for the pilot enter-
prises and Otto Versand. An enclosed ques-
tionnaire for the readers delivered further
information.

A central target of the project was the
applicability of its results to other interest-
ed companies, which was promoted by the
integration of interested parties in an ad-
visory committee. The work of the Glo-
bal Reporting Initiative (GRI) was followed
closely during the project. The main re-
quirements of GRI were taken into account
in the project by the participating institutes,
which in parallel also contributed to the
GRI process.
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Foreword

The INEM Sustainability Reporting Guide
is a practical guide for credible communi-
cations for companies that wish to achieve
sustainability. The guide can be useful not
only to large corporations but also to small
and medium-sized enterprises.

Itincorporates practical experience from
the preparation of sustainability reports by
four leading companies, the Gundlach
Group, Otto Versand GmbH & Co, Weleda
AG and Wilkhahn, Wilkening & Hahne
GmbH & Co. Each of these companies is
committed, as a member of BAUM (the
German Environmental Management As-
sociation), to work for further development
and dissemination of the methods of sus-
tainable company management. BAUM
was founded in 1984, and was the first
business association dedicated to environ-
mental management worldwide.

The International Network for Environ-
mental Management (INEM) was estab-
lished in February 1991 when three exist-
ing business associations for environmen-
tal management in Germany (BAUM),
Austria (BAUM Osterreich, founded in
1989) and Sweden (Svenska BAUM, later
renamed NMC, founded in 1990) decided
to link themselves in a more formal regis-
tered network and provide assistance to
new associations which were in the proc-
ess of being created around the world.

Today, INEM includes some 30 business
associations and Cleaner Production Cen-
tres in 25 countries. The INEM Sustainabil-
ity Reporting Guide will gain great interest
among the companies of the INEM net-
work. The member companies of the INEM
associations will act as multipliers in every
country.

This is not for the first time that INEM is
supporting the environmental movement
through dissemination of innovative pub-
lications.

The first book describing an Integrated
System of Environmental Business Manage-
ment with detailed checklists for all areas
and levels of company management was
published in 1987. Business and the Envi-
ronment was based on the experiences of
a medium-sized company which also was
involved in the founding of BAUM. The
national associations for environmental
management and INEM have helped to
publish the book in additional languages:
the German edition was published in 1987,
(6th edition in 1998), the first English edi-
tion in 1988, French in 1989, Swedish in
1990, Norwegian and Danish in 1991,
Portuguese and the first Russian edition in
1992, Chinese in 1993, Slovenian in 1994,
Hungarian in 1997, and Polish in 1998. It
was the first book on environmental man-
agement in each of these languages. The
standardisation systems developed in the
nineties (BS7750, EMAS, I1SO 14001) were
largely able to build on this body of knowl-
edge published in the eighties.

INEM would also very much like to see
publication of The INEM Sustainability Re-
porting Guide in several more languages
in the near future. The excellent recom-
mendations of the authors of this guide
and the participating companies have
earned wide dissemination and implemen-
tation.

Dr. Georg Winter

Chairman

International Network for
Environmental Management (INEM)

Dr. Georg Winter,
INEM
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Doing Sustainable Business -
and communicating it!

Securing long-term business success re-
quires more than just maximum profit-ori-
entation on the one hand and a limited
focus on social issues or environmental
protection on the other. It is particularly
our medium-sized enterprises that increas-
ingly have to meet the challenge of weigh-
ing economic success, social justice and
environmental impacts in order to achieve
an even balance.

This task is not new, after all, as rela-
tions with employees, customers, suppli-
ers, neighbours and nature itself are al-
ways far more direct and tangible in a
medium-sized company than in large con-
cerns or administrative bureaucracies.

What is new, however, is the endeavour
to comprehensively report about these is-
sues and thus account to oneself and the
wider public. Not only do we gain approv-
al and support from stakeholders but also
more transparency and confidence in our
own actions.

Therefore, we would like to explicitly
encourage other companies to opt for the
same route. Our experiences have contrib-
uted to this manual on the production of
sustainability reports. Everyone is free to
use them to his advantage; no one must.
The diversity of the participating compa-
nies makes for the diversity of our reports.
This manual may serve to provide a frame-
work of possibilities and be a practical aid
in orientation. What is of even greater
importance, however, is the serious com-
mitment of a company to continuously re-
examine all facets of business activity and
enter the debate with the largest possible
audience. We sincerely hope that this man-
ual will encourage companies to pursue
this debate both within the enterprise it-
self as well as with their respective stake-
holders. That would be a major step to-
wards sustainability!
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Sustainability must succeed —

a Foreword

The guiding principle of our sponsorship
at the Deutsche Bundesstiftung Umwelt
{'German Federal Environment Founda-
tion’} is sustainable development. 179
countries committed themselves to this
guiding principle at the United Nations
Conference on Environment and Develop-
ment in Rio de Janeiro when they signed
the action plan for the 215 century called
Agenda 21. Preventive environmental pro-
tection requires more than just new envi-
ronmentally friendly technologies and
products; it also requires environmental
communication that can change behav-
iour and provide a permanent footing to
those who are working to realise sustaina-
ble development in any given locale.

The prime target group of our founda-
tion is small and medium-sized enterpris-
es. Sustainable businesses can only devel-
op and thrive if sustainability takes con-
crete shape at the company level. The most
important tool in this context is the sus-
tainability report. The exemplary produc-
tion of sustainability reports based on the
experience at the Wilkahn, Gundlach and
Weleda companies provided an opportu-
nity to make entrepreneurial experience
transparent from its very beginning, to
make it available for other companies and
to document it by means of this manual.
Scientific support and co-ordination by the
Institut fir okologische Wirtschaftsforsc-
hung (IGW) {'Institute for Ecologic Econ-
omy Research’} and the Institut fur Markt-
Umwelt-Gesellschaft (imug) {'Institute for

Market, Environment, Society’} rendered
the results both comprehensibly and trans-
ferably.

The stimulus to sustainability report-
ing given by our foundation’s sponsorship
of the project is particularly important in
times of decreasing regulation and increas-
ingly independent company responsibili-
ty. Voluntary public accounting of compa-
nies on issues of sustainability is becoming
ever more important. This applies to both
financial, environmental and social aspects.
High-quality reporting on sustainability can
be a catalyst with a positive influence on
corporate culture and the integration of
sustainability into society at large.

The German government puts great
emphasis on the sustainability issue. There-
fore, it has set up a permanent secretary-
level committee that is to develop a na-
tional sustainability strategy and to sug-
gest concrete projects for its realisation. A
supporting body, the ‘Council for Sustain-
able Development’ was constituted in
spring 2001. It comprises prominent rep-
resentatives of the business community,
environmental and consumer lobbies, ag-
riculture, science, trade unions, churches



Verena Exner,

Head of Department,
German Federal
Environment
Foundation’

Sustainability Reporting Guidelines

and municipalities. Hence, enterprises
will have to take a position regarding ’sus-
tainable development’ and to do their
share. Based on the initiative of the Feder-
al Association of German Industry the ‘Fo-
rum on Sustainable Development’ was
founded in Berlin in summer 2000. A great
number of large companies including, Al-
lianz AG, BASF AG, Gerling Konzern Ver-
sicherungs-Beteiligungs AG, Heidelberger
Zement AG, Henkel KgaA, Siemens AG,
Tetra PAK GmbH, Association of the Ger-
man Chemical Industry and Volkswagen
AG took part in this initiative .

Funding and support by the German
Federal Environment Foundation can give
crucial stimuli in this process of social trans-
formation, especially with regard to small
and medium-sized enterprises. Projects
such as ‘Sustainability in the Retailing
Trade’, ‘Environmental Education for Sus-
tainable Development through the Co-op-
eration of Schools and the Business Com-

munity’} and The Sustainable Development
Checklist (available in German from
www.future-ev.de) may serve as cases in
point.

The German Federal Environment Foun-
dation is convinced that sponsorship of the
present and further projects supports Ger-
man businesses in their efforts to contrib-
ute to our society’s progress towards sus-
tainable development.

I would like to take this opportunity to
sincerely thank all the partners that have
contributed to this project.  am convinced
that this manual will encourage more com-
panies to adopt sustainability reporting.

Verena Exner
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Sustainability as

a social vision

Arguments for Sustainability Reports

1. Sustainability — from Vision
to Action In Business

Ever since the United Nations Confer-
ence on Environment and Development in
Rio de Janeiro in 1992, ‘sustainability’ has
become a widely accepted concept and
vision. The term ‘sustainability’ denotes the
basic idea that people should live on this
planet in such a fashion that ’...the needs
of the present can be satisfied without jeop-
ardising the ability of future generations
to satisfy theirs,” (Hauf 1987). Since Rio,
governments, international bodies, munic-
ipalities, companies, and individual con-
sumers have been urged to develop con-
structive approaches to the vision of sus-
tainability and to do their fair share.

When wondering what sustainability
stands for in detail and to what extent the
vision of sustainability differs from the well-
known goal of producing and consuming
as ‘environmentally friendly’ as possible,
two main aspects need to be considered:

1. The vision of sustainability sets a new
and higher priority on the objectives of
business-related and product-related en-
vironmental protection. Centre stage is giv-
en to those aspects with the most far-
reaching effects on the chances of future
generations to shape the world they live
in. Companies with a good environmental
track record now ought to be well-prepared
to meet the challenges of sustainability in
the future.

2. Along with its environmental aspects,
the vision of sustainability entails a social
and an economic dimension as well. Sus-
tainable development will not only be ‘en-
vironmentally friendly’; it will also enhance
social cohesion within our society and
among nations and provide a secure eco-
nomic foundation for the welfare of
present and future generations. Thus, the
vision of sustainability transcends a one-
sided environmental perspective, equally
accounting for social and economic ob-
jectives.

More and more companies are adopt-
ing these principles. In the Global Com-
pact, the World Business Council for Sus-
tainable Development as well companies
of the International Network for Environ-
mental Management (INEM) are actively
working towards sustainable development.
For these companies, the sustainability
principle translates into future-orientation
and innovation.

Sustainability
is more than

conservation.

The Forum on
Sustainable
Development
aims to improve
the climate for

innovation.



The provisional
integration of
environmental,
social and
economic aspects
provides more
security in
planning and

avoids surprises.

Argumente fur Nachhaltigkeitsberichte

Thereis a great opportunity for business-
es to meet environmental, social and eco-
nomic requirements and achieve an even
balance among these three dimensions.
Counterproductive one-sided biases can be
avoided and genuine compromises can be
found. It becomes easier to unambiguously
formulate the number one question for
innovation: what new products, process-
es, regulations and initiatives can, or at
least partially, contribute to all three ob-
jectives?

If the latter question has encouraged you
to consider the potential for innovation in
your company — innovations that could si-
multaneously further economic, social and
environmental objectives — you have al-
ready taken a step with us in the direction
towards sustainable development.

Checklist:

e Take your time to intensely reflect
upon and deal with the vision of sustain-
ability.

e Assess the current and also the po-
tential future contribution of your com-
pany to the realisation of this vision
(which will take ever more concrete
shape).

* Assess and — if necessary — improve
corporate planning and targets and try,
wherever possible, to formulate very con-
crete economic, social and environmen-
tal goals, for actions and measures for
monitoring their success.

* Establish appropriate reporting for
your employees, customers, suppliers and
the interested public about your plans,
the successes you have and the difficul-
ties you face.

* Establish a dialogue — both in-house
and with your customers, suppliers and
the interested public — on the concrete

significance of sustainability for your com-
pany.




From environ-
mental reporting
to sustainability

reporting

The term
sustainability is

not well-known.

Argumente fur Nachhaltigkeitsberichte

2. The Case for Sustainability

Reporting

‘Do good and let it be known' is a fa-
mous slogan in business communication
textbooks. Many medium-sized German
enterprises have heeded this slogan in re-
cent years and have integrated environ-
mental aspects into product information
or publicised their commitment to envi-
ronmental protection in environmental
reports or environmental statements ac-
cording to the European Union’s Eco-man-
agement and Auditing Scheme (EMAS).

Due to the sustainability debate we are
witnessing a shift of emphasis. Stakehold-
ers are increasingly interested in informa-
tion about the social and environmental
dimensions of a company’s activities. In
reaction to these changing expectations a
growing number of companies are inter-
ested in publicising their performance .

Note, however, that the term sustaina-
bility is not very well-known, yet. In Ger-
many, for example, only 13% of the pop-
ulation is familiar with the term (BMU/UBA
2000), and a similar number can be ex-
pected internationally.

We therefore recommend that you not
put too much emphasis on the term ‘sus-
tainability” as such, and not to make it the
centre piece of your communication strat-
egies. While interested readers and those
with prior knowledge in the field should,
of course, learn that you are familiar with
the concept of sustainability and are ac-
tively pursuing it, all other readers will be
interested in specific issues, social and en-
vironmental aspects and their successful
implementation in the economic context

quite independent of this complex term.

The sustainability report can be a com-
prehensive and true-to-life description of
your company. Your enterprise can not only
present its performance and achievements
in terms of the promotion of economic
growth, of social balance and social jus-
tice; it can also frankly communicate diffi-
culties you might have in certain branches
of business activity. This is a chance to put
all the opportunities, strengths and weak-
nesses of your enterprise into an overall
perspective. The result may well be used as
a general company brochure to enhance
corporate communication.

Both the target groups of sustainability
reports (see chapter 3 ‘Target Groups and
Interests in Information’) and the motives
for reporting may differ a lot between dif-
ferent companies. Motives for active com-
munication are known to vary considera-
bly even within the same industry. A sur-
vey conducted by IOW identified three
major motives for reporting (HMWVL/HT
1999):

* market-oriented motives,
* management-oriented motives and
* public relations-oriented motives

For all practical purposes, these motives
will obviously often overlap, playing paral-
lel roles.

The readers of
your report gain
an overall
impression of

your company.

Motives and
expected

benefits differ.



Arguments for Sustainability Reports

2.1 Market-Oriented
Motives

Most companies that have already de-
veloped an interest in sustainability report-
ing have probably done so to enhance their
marketing position. If environmental and
social considerations are relevant purchase
criteria in @ company’s markets, its sus-
tainability report should definitely have a
clear market-orientation. This particularly
applies to major market segments in the
foodstuffs, textiles, cosmetics, construction
and housing industries. Consumer advice
centres and publications will continue to
further raise consumer awareness.

The practical example of Wilkhahn: In
August 2000, the furniture company
Wilkhahn published its first sustainability
report called ‘Wilkhahn Added Values'.
This report was part of the preparation
for Orgatec, a trade fair of central impor-
tance for Wilkhahn, and published in
parallel to its exhibition at EXPO 2000. It
sparked major international interest and
attention. It mainly addresses the key mar-
ket target groups: present and potential
future customers (above all, industrial
users), architects and designers as opin-
ion-leaders as well as the print media of
the office furniture industry.

EMAS Il calls upon the European Union
and its member states to establish a frame-
work that enables public institutions to
integrate environmental management ef-
forts and performance into the decision-
making process for the award of public
tenders. This will increase the importance
of environmental and, in the near future,
social performance of companies in the
European markets.

Ageneral rule in marketing says that you
do not only have to perform well; you also
have to unambiguously communicate that
to the market. Active information by means
of the sustainability report can be quite
effective in such markets provided, of
course, that your company really does score
high on the sustainability scale.

The practical example of Gundlach: The
sustainability report entitled, ‘Gundlach
nachhaltig’, {"Gundlach Sustainable’} ad-
dresses Gundlach’s partners in and
around Hanover, customers, craftsmen,
tradesmen, partners at administrative and
public institutions, institutes and banks -
but it was written for the 2,000 employ-
ees as well. The management regards it
as the first comprehensive report on this
multi-facetted group of companies in the
construction and real estate industries
since its first annual report in 1990. The
sustainability report thus has come to re-
place the general company brochure for
years to come — and that at a very high
standard.

EMAS Il suggests
the consideration
of environmental
management
criteria for the
award of public

tenders.



Employee
motivation as

a benefit

Arguments for Sustainability Reports

The sustainability report might be of even
greater significance for pioneering small
companies in niche markets that consider
environmental or social aspects as central
to their business philosophy and product
range. This type of company typically tends
to be active in a limited market segment
(niche), sometimes only in a small region;
some breweries or construction companies
might serve as cases in point. Frank and
comprehensive sustainability reporting
communicates business philosophy, cre-
ates credibility and improves sales poten-
tial in a market segment where environ-
mental and social aspects are key purchase
criteria.

2.2 Management-
Oriented Motives

Many small and medium-sized enterpris-
es do not see themselves as the subjects of
public interest. If they have ever published
an environmental statement (according to
EMAS) it often elicits only limited interest
from external parties. These companies also
rarely experience criticism from environ-
mental organisations or a critical press.

The essential task of sustainability report-
ing in these companies will therefore be
the promotion of their internal social and
environmental management. The main
objective of their reports is delivery of man-
agement information as well as employee
information and motivation. For such com-
panies, the employees are by far the most
important target group of the reports. Their
design may be simple and they may be
photocopied. They are basically internal
company documents, predominantly used
as a means of communication within the
enterprise itself.

The use of a sustainability report as a
means to support management functions
only makes sense if you intend to establish
a systematic management of sustainabili-
ty aspects. For helpful suggestions turn to
chapter 9 ‘The Road to the Sustainability
Report and Sustainability Management'.

2.3 Public Relations-
Oriented Motives

A number of industries, and especially
their large companies, have been under
close public scrutiny in recent years, some
even decades. The chemical industry is still
suffering from a lack of public trust in their
environmental protection efforts and in the
safety of their plants and products. The
increasing use of genetic engineering fur-
ther erodes its image in some countries.
Other large enterprises, such as steel and
cement works or power plants, often have
major effects on their immediate environ-
ments and are under constant attack from
neighbouring communities, the press and
environmentalists.

The textile industry has very vocal critics
who express concerns about the commit-
ment of suppliers from developing coun-
tries in meeting minimum social standards.
The accusation of using child labour has
embarrassed companies such as Nike and
Otto Versand in recent years, and the in-
ternational ‘clean-clothes-campaign’ con-
tinues to keep an eye on them.



Arguments for Sustainability Reports

The practical example of the Otto Ver-
sand mail order company: Otto Versand
has regularly published environmental re-
ports since 1993. Social issues were in-
cluded for the first time in 2000. The bro-
chure entitled, ‘Report 2000 — Sustaina-
bility at Otto’ now also provides
comprehensive information on decent
working conditions in developing coun-
tries and NICs. Otto Versand employs
social audits at its suppliers and their sub-
contractors.

It is one of the prime targets of compa-
nies in this industry to gain trust, credibil-
ity and greater public acceptance of their
products by means of communication.
Since an issue such as sustainability could
cover a wide variety of topics, it is essential
to keep track of priorities and to employ
communication about sustainability hon-
estly and as a genuine element of the trans-
formation towards social and environmen-
tal progress, instead of just providing lip
service and a veneer of goodness.

The integrated, interdimensional struc-
tured presentation of a sustainability re-
port enables you to clearly point out to
your stakeholders the various interconnec-
tions and conflicting aims among differ-
ent dimensions, thus raising the readers’
awareness of the problems. Once stake-
holders gain a better understanding of the
dilemmas you are facing, their willingness
to compromise and their acceptance of
company decisions is likely to rise.

Checklist:

* Whatever the driving motive behind
your sustainability reporting may be: do
not forget that sustainability reports are
not mere advertisements.

* You are free to design your sustain-
ability report as you please. To get best
results in terms of positive feedback from
customers, employees and the wider pub-
lic we recommend that you follow the
rules outlined in chapter 4 'Principles of
Reporting’.

* The hints and ideas compiled in this
manual should not limit your options nor
impair your flexibility. They are meant to
provide ideas and help you to produce a
sustainability report with a maximum de-
gree of credibility to effectively support
the dialogue between your company, its

customers and the public at large.




Arguments for Sustainability Reports

3. Target Groups and
Interests in Information

Sustainability reports are a promising tool
for informing the various stakeholders of
your company of its performance. The pro-
duction of such a report alone signals your
company’s readiness to assume the respon-
sibility assigned to it by society. Stakehold-
er trust in your company can thus be stabi-
lised, your image improved.

Afirst prerequisite for successful sustain-
ability reporting is the simply reaching your
important stakeholders with information
that is interesting, tangible and compre-
hensible for this target group.

3.1 Determining the
Relevant Target Groups

Now, what are the different social groups
with claims and demands on your compa-
ny? Whose interests might be touched by
your company’s activities? Every company

will have to answer these questions for it-
self. Generally, the most important stake-
holders are employees, customers and con-
sumers, the media and the authorities.

Interest in information varies a lot
among different stakeholders. Satisfying
this demand is anything but easy, as your
report ought not to be too long and com-
plex. Hence, determining the target group
and analysing this group’s informational
needs and interests before the actual re-
port is written is an indispensable prereg-
uisite for a successful report. Experience
with environmental reporting highlights
the importance of this step. Environmen-
tal reports in the past often failed to put
sufficient thought into the identification
of the target groups and, therefore, failed
to streamline the report’s contents accord-
ing to their needs.

Employees
security of employment, income
opportunities, working conditions,

Suppliers
possibilities of supply and
delivery, conditions

of supply, delivery
and payment, solvency \ T

Customers
range of services/products,
environmental impact/friendliness,
social conditions of production,
general conditions, quality

e

Authorities
abidance of laws and
regulations,
quality of management,
tax honesty

career options, image

Companies

Neighbouring
Community at Location
noise pollution, emissions,
volume of traffic,
environmental
impact, environmental
hazards, jobs

A

Banks, Insurances
assets, returns on capital,
investment risks,
liquidation value

p

Competition
strategic plans, competitive
strategies, benchmarking

Company Stakeholders and their Interests in Information

\ Shareholders, Creditors,

Before drafting
a sustainability
report you need
to determine
the main

target group.



Make use of your
knowledge about

the target groups.

Arguments for Sustainability Reports

Instead, it was often assumed, that the
report would automatically find its appro-
priate readership. As a consequence, many
environmental reports tended to be too
extensive and did not meet the target
group's expectations.

Hence, once you have determined who
to mainly address in your report, you will
have to find out what topics might be of
special interest to them. This will enable
you to identify focal points and to proper-
ly prepare and present the relevant infor-
mation to your readership.

3.2 Identification of
Interests in Information

In order to identify topics and contents
of particular interest to the target groups
of your company, i.e. those that definitely
need to be included in your report, there
are various possibilities:

Setting up Reporting Teams

A good number of interests in informa-
tion actually need not be researched. Eve-
ry company has some knowledge about
what its employees and customers are in-
terested in. You can tie-in the informational
interests of these two target groups by in-
tegrating corresponding representatives
into the reporting team. A works council

member, for instance, knows the interests
of the workforce; external duty and sales
staff have direct customer contact and thus
knowledge about information needs of
customers. In short: make use of the in-
house knowledge about the informational
interests of the target groups.

Evaluation of Opinion Polls

Information on citizen (and thus custom-
er) expectations can be gained from opin-
ion polls. According to a recent German
study (Stern 1999) for example, almost two
out of three Germans interviewed feel that
the business community, i.e. companies
and their associations, are responsible for
the economical utilisation of resources and
fuel supplies. Likewise, a clear majority is
of the opinion that the main responsibility
for the "protection of the air, soil and wa-
ter from pollution” and the ‘promotion of
environmentally friendly products/packag-
ing” lies with the business community. And
almost every third German assigns number
one responsibility for the promotion of
equal opportunities for men and women
to the world of business.

A representative German survey on the
choice of environmental retailing outlets
conducted by imug in co-operation with
Emnid in 1999 comes to the same conclu-
sion. According to this study, the range of
social and environment-related aspects of
a company’s performance with a positive
influence on the purchase decision is quite
high: 86% of the interviewees stated such
motives.

Opinion polls may
yield information
on interests in

information.



Arguments for Sustainability Reports

Among these, the most important as-
pects are the absence of child labour (53%),
the absence of animal testing (47%) and
consumer rights (40%). Security of employ-
ment (39%), the economical use of energy
and raw materials (39%) and the develop-
ment of environmentally friendly products
(39%) closely follow. Besides, there is a
whole number of social and political is-
sues that influence consumer behaviour.
Non-involvement in arms production (32%)
e.g. is as equal in importance as the em-
ployment of disabled people in the com-

pany.

Responsibility of Companies

Who in our society should assume responsibility
for the following? [percentage of answers ‘Business
Community’ (companies, associations)

more economical use of energy supplies and raw materials
. 63 Y

keeping the air, soil and water clean
I 58 %

promotion of environmentally friendly products and packaging
I 56 %

reduction of noise pollution
43 %

promotion of equal opportunities for men and women
— 36 %,

more information about products and additives

that are harmful to health and the environment
0%

more helﬁ for ﬁeople in developing countries
17 %

raise awareness for healthy living
I 11 %

Reasons for Company Preference

no child labour

I 53 %
83 %

no animal testing

I—— 47 Y
77 %

protection of consumer rights

I 40 %
85 %

creation of new employment

I 39 %
83 %

environmentally friendly products
I 39 %
85 %

economical use of resources
39 %
80 %

employee interests
2% 78 %
0

no production in countries that violate human rights
I 37 %

71 %

romotion of the disabled
_ 32 %
no production of arms
_ 32 %

equality of women
I 30 %

71 %

62 %

63 %

responsible use of new technologies

I 29 %
74 %

engagement in developing countries

I 28 %
69 %

integration of foreigners

I 19 %
49 %

filter: applies only to the W TOP 1: | would always prefer this

interviewees who prefer company
responsible companies TOP 2: | would often prefer this
at least sometimes company

n=1015-1022
all figures in per cent

Stern: Dialoge 5, 1999

imug: Responsible Purchasing — A Representative Household Survey.
December 1999
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Dialogue with different Target Groups

A useful, albeit quite time-consuming,
method to identify crucial issues is the in-
vitation of specific groups to a dialogue.
As this tool requires a major effort, you
will tend to mainly address groups of stra-
tegic importance with whom you you are
not in permanent contact. Large compa-
nies often make use of focus groups in
order to establish contact with environ-
mental and consumer associations. Typi-
cal in this context are talks on "hard’ prob-
lems, for instance between companies pro-
ducing and processing PVC and their critics;
but it can also be used to propose cooper-
ation with potential partners. Hence, be-
sides the identification of topics for the
report, the establishment of better con-
nections to groups and individuals will also
play a role in this context.

The practical example of DB-Deutsche
Bahn AG, the German Railway company:
DB-AG organised several workshops with
environmental and traffic associations to
deal both with operational environmen-
tal protection (e.g. waste separation on
trains) and strategies (e.g. the extensive
railway network scheme). ‘The workshops
promote the development of mutual trust
by means of information and dialogue.
During the workshops the associations
have expressed their readiness to support
DB AG's efforts to secure concepts of
environmentally friendly mobility.’

DB AG: Umweltbericht 1997

3.3 Accounting for
Informational Interests
in the Report

In order to make sure that your sus-
tainability report really reaches its address-
ees you should focus on the questions your
target groups are really asking you. You
should report in greater detail and a com-
prehensible fashion on vital aspects and
keep brief on points of lesser importance.

Focus your report

on essentials.
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The practical example of Wilkhahn:
The experience of the furniture manufac-
turer Wilkhahn in producing its sustaina-
bility report ‘Wilkhahn Added Values’ il-
lustrates the importance of gearing the
report to the targeted readership: ‘The
first draft of almost 80 pages was so ex-
tensive and complex that it could only
have been digested by specialised circles
of scientists and specialists. As the ‘sur-
vival" of a medium-sized company exclu-
sively depends on the success of its prod-
ucts and as it cannot afford to publish
different versions of its sustainability re-
port for different target groups on top of
the environmental statement and the
company report, Wilkhahn decided to
‘shrink” and re-design the report. Thus it
became digestible for the non-specialist
reader and offered different options of
reading: someone only willing or able to
invest a limited amount of time to browse
through the publication was to be satis-
fied just as much as a reader approach-
ing the report and the underlying dimen-
sions with a greater degree of concen-
tration and attention to detail. The
publication focused on raising the intend-
ed readership’s awareness for the way
sustainability works, which would in turn
improve Wilkhahn’s position on the mar-
ket.’

Burkhard Remmers, Wilkhahn in:
Zeitschrift fir Unternehmensethik, 2001

It is generally easier to kindle the target
group’s interest if the report contains real
news and addresses topical issues. While
writing the report, you should, therefore,
ask yourself:

e What sets your company apart from
others?

e What is your specific contribution to
important topical issues?

* What (bad and good) experiences
have you learned from?

You should also air difficulties and open
questions. That way you might be able to
draw journalists’ attention to your compa-
ny and pave the way for investigation.

Checklist:

¢ |dentify the primary target groups
of your report and streamline it accord-
ing to their informational interests.

* Integrate your own employees (who

are of great importance as one of your
report’s target groups).

* Try to tie important external target
groups into the report’s production proc-
ess.
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4. Principles of Reporting

As with annual and environmental re-
ports, you should also follow certain basic
rules when producing a sustainability re-
port. The principles listed below improve
the objectivity and credibility of reports,
which turns them into a basis for dialogue.

The Reporting Company

If at all possible the report should cover
all the relevant activities, products and serv-
ices of the company, which enables the
reader to get an overall picture of the en-
terprise and its objectives. An unambigu-
ous description of the reporting company
is asimportant as the demarcation of those
parts covered in the report from those that
are not dealt with. The latter may apply if
data on some production sites abroad is
not yet available, for instance, or if some
activities are carried out by subsidiaries or
joint ventures not accounted for in the re-
port.

Time and the Report

You should give the period of time your
report is referring to as well as the date of
publication. Provided you publish the re-
port in the Internet, you also need to doc-
ument the ‘last update’ - otherwise, read-
ers who read the report more than once
might get confused by surprising changes
of data and text.

If the report contains data on stock,
you should provide the date of stocktak-
ing. In case changes of utmost importance
take place after the end of the time period

covered by the report — but before its pub-
lication — make mention of this in the re-
port or, at least, provide reference to the
corresponding updated information in the
Internet.

Truth and Relevance

All the information in the report should
be true. What is more: it should enable the
reader to get a true-to-life impression of
your company and its strengths and weak-
nesses. Several features of the report can
facilitate this:

1. Itis crucial to present the information
according to its relevance in social, envi-
ronmental and economic contexts. In this
sense, data is essential both if it is impor-
tant for the company and also if it is of
importance for its environment. For exam-
ple, information about hazardous materi-
als stored on the grounds of a chemical
factory would be very important. Howev-
er, even if no such substances are stored
this is relevant to the immediate environ-
ment, as well. For a mail order business,
for instance, the volume of the textiles
purchased constitutes essential informa-
tion. In addition from the reader’s point of
view, the textiles’ country of origin may be
of great interest for getting an idea about
possible social problems of suppliers.

2. Furthermore, the report has to com-
prehensively deal with all the central is-
sues. As a 100% complete analysis of the
many issues that are closely connected with
the topic of sustainability is hardly possi-
ble, it becomes necessary to draw the line
between the truly crucial questions and
those of lesser importance in a plausible
and comprehensible manner.

Relevance
depends on the

context.
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If a (possibly short) printed report is sup-
plemented by information in the Internet
one option would be to cover the less cen-
tral issues in the Internet with reference
given to that fact in the printed report.
The choice of topics should account for
important environmental, social and eco-
nomic issues in different stages of the
processing and production cycles. Hence,
the product life cycle needs to be taken
into consideration.

3. Your arguments on the various issues
ought to be comprehensible for the read-
er. This is the case if, e.g. a topic in the
realm of company policy is illustrated by
data and figures on the current situation
and accompanied by an assessment of this
situation and — if necessary — new targets
in the process of continuous improvement
are set.

Clarity and Comprehensibility

The description of topics, and the termi-
nology and structure of the report should
be unambiguous and understandable. In
public communication you generally refrain
from using high-brow terminology and
foreign words wherever possible. If they
cannot be avoided, give explanations. Sen-
tences should be short. Appropriate graph-
ics or pictures can make complex phenom-
ena easier to understand. The structure is
to facilitate the reader’s search for topics
of his or her interest.

Stability and Comparability

Many readers of your report will want to
compare certain data with those of previ-
ous years or data of other companies.
Therefore, key data should be presented in
periods of at least three to 5 consecutive
years. To further warrant comparability you
should generally maintain the report’s
structure and key data categories in the
future. If possible, the methods of record-
ing and assessment should conform with
the standards usually applied (in your in-
dustry). You should make specific mention
of these standards wherever you apply
them.

If the report’s demarcation or frame of
reference changes — due to, e.g. the pur-
chase or sale of a production site — the
data given for other years should be ad-
justed accordingly.

Checklist:

* Describe your entire company in the
report.

* Publish the report on a regular basis,
e.g. once every 2 or 3 years.

* Give the period of time covered by the
report and the date of publication.

* Make sure that all the information in
the report is true, relevant, complete and
understandable.

* Give an unambiguous and comprehen-
sible account of the various issues and
provide a clear structure.

* Use data and figures that allow for a

comparison with the previous year and -
if applicable — following years.

A comparison

of periods of
consecutive years
is important

for company

assessment.
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5. Elements of the
Sustainability Report

This chapter gives you an overview of
those aspects generally to be covered by
the sustainability report. These recommen-
dations account for both the findings of
the ongoing discussion of the Global Re-
porting Initiative’s manual and the experi-
ences with environmental statements and
the (environment-related) requirements of
EMAS II. What exactly is of significance and
the specific details of your report depend,
however, on your industry and the inter-
ests of your target groups.

5.1 Key Data

As is usually the case in annual reports
you should open the publication by giving
the most important sustainability data in
order to facilitate quick orientation about
tendencies. A table or graphics,e.g. on the
inside front cover, are quite useful to that
end.

5.2 Foreword by the
Company Management

The foreword enables readers to assess
to what extent the management is familiar
with the debate on sustainability and how
seriously it takes the commitment to
progress. It makes sense, therefore, to use
the foreword to clearly state one’s posi-
tion on past successes and failures and to
point out the most important goals for the
future. Concrete statements may serve to
illustrate the honesty of your approach. The
strategic issues of locational choices and
product policy are particularly well suited,
as they explicitly belong to the responsibil-
ity of upper management. Management
ought to comment on important social is-

sues as well.

5.3 Profile of the
Reporting Company

The profile provides readers with an over-
view of the company and gives the contex-
tual framework for the information con-
tained in the report. Not only the key prod-
ucts and services, possibly brand names,
major markets and customers but also the
locations and production sites represent-
ed within the company, its legal form and
ownership details should be mentioned
here. For an appraisal of the volume of
company activity, data about the number
of employees, turnover, output and assets
is essential.

Do not forget to give the name and
address of your company and - if applica-
ble—important production sites. Name the
persons in charge of important issues at
your company and give their telephone
numbers and e-mail addresses. There is no
need to be afraid of giving names and ex-
tension telephone numbers as experience
shows that the level of feedback is quite
manageable. Besides, the possibility of di-
rect contact is a sign of openness and ac-
cessibility.

5.4 Vision and Strategy

The idea of sustainable development is a
vision in its own right: it is a vision of a
society characterised by social justice, en-
vironmental responsibility and economic
success. Each and every industry and com-
pany will have slightly different versions of
this vision, as different aspects are impor-
tant in different situations. The BSE-relat-
ed debate in the European food industry
that started early in 2001, for instance, has
revolved around the vision of the environ-
mentally friendly cultivation of crops and
natural methods of livestock farming that
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are appropriate to each species. In the tex-
tile industry, the dominant vision is that of
fair world trade with a guarantee of mini-
mum social standards the world over.

A construction industry building healthy
housing units and infrastructure without
consuming new land and producing an
energy surplus from the operation of hous-
ing units and buildings is another vision
that awaits realisation.

Describe the visions that provide the
background to the development of long-
term strategies in your company and point
out to what extent your visions have an
impact on your concrete strategies of to-
day.

5.5 Company Policy

Your company should lay down its long-
term intentions and principles regarding
sustainable development in its company
policy and print it in full in the report. In
case your company has specific policies
concerning conservation and social issues
you should include these as well.

If your company has signed environmen-
tal or social charters, codes of conduct or
taken voluntary initiatives (for instance in
the realms of employee rights, human
rights, discrimination, safety or conserva-
tion) or has obliged itself to meet corre-
sponding requirements in other ways, you
should document these facts here, too.
Information on membership in environ-
mental or social associations can also be
important in this context.

Make sure to report on the state of im-
plementation of all the important aspects
of company policy and all the major re-
quirements of self-imposed obligations.

5.6 Management Systems

The description of responsibilities and
procedures of the management system
ought to make the assumption of the main
responsibilities in daily practice transpar-
ent to the readers. In the sustainability re-
port, this applies to both the aspects of
economic, environmental and social man-
agement and organisation at your compa-
ny and to the complex task of co-ordinat-
ing strategies and targets and eliminating
possible contradictions.

Normally, it is management that makes
the definitive decisions about conflicts be-
tween environmental, social and econom-
ic interests. You should particularly report
on successful solutions of seemingly unre-
solvable antagonisms in accordance with
the goals of sustainability as these solu-
tions can possibly serve as models for oth-
ers.

An organisational chart and a short text
can give an overview of the responsibilities
and competences. If applicable, mention
the fact that the environmental manage-
ment system meets the requirements of
EMAS or ISO 14001 and the social man-
agement system those of SA 8000. As the
dull topic of organisation offers little excit-
ing reading, keep your account brief. Indi-
vidual aspects, such as a special system of
employee orientation or the results of the
latest system audit, may be included.

5.7 Company Performance

Your report aims at openly informing the
reader about the strengths and weakness-
es of your company. Further goals are the
enhancement of company image by means
of describing its strong points and to gain
the readers’ trust in your enterprise by

The management
system organises
the assumption of

responsibilities.

The report should
convince readers
of the good
performance of

your company.
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pointing out suitable programmes to im-
prove your record in areas of weakness.

You will convince your readers if the
description and assessment of your com-
pany and its performance are comprehen-
sible for them. The comprehensibility of
your report depends on the unambiguous
account of the connections between:

* past strategic and operational targets,
* performance data,

¢ theanalysis and assessment of that data,
and

e the setting of new operational and, if
applicable, strategic targets.

Each of these elements has concrete
significance. Only the combination of all
these elements turns your sustainability
report into an account that is able to pro-
vide a clear picture of the situation,
record progress and build trust in your
company.

Past Strategic and Operational Targets

Targets are an important reference point
foryour readers and need to be document-
ed. They communicate the challenges the
company has set for itself and pave the
way for the judgement on whether or not
your management system has taken care
of all aspects of strategic importance and
been able to reach all the targets.

Many high and lofty goals tend to be
laid down in documents of sustainability,
environmental and company policies. Un-
fortunately, these mostly play a very minor
role in daily company life. As a result, you
might feel tempted to omit some of these
aspects from your report, as you are not
able to mention anything of significance,
let alone any progress. You should, how-

ever, also reveal some weak spots of your
company to the outside world. You will
certainly find acceptance of ‘the fact that
you cannot take care of everything at once.
Take special care to set operational and
verifiable targets particularly in these weak

areas.

Performance Data

It is important for the reader to know
the situation concerning the main aspects
of sustainable business or to be able to get
the information. Data on company per-
formance are important factual informa-
tion for experts both within and without
your company. Yet, data are more than
just factual information; they are symbols
of your knowledge of the company’s situ-
ation and of its openness and transparen-
cy. This symbolic character is of particular
significance for non-expert readers who are
unable to precisely appraise your perform-
ance data.

Performance data should be document-
ed for all the important aspects in the prod-
uct life cycle.

Performance data
are also a symbol
of openness and

transparency.
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practical example - effects in different stages of the product life cycle: the Swedish

[ e

company ESAB, a manufacturer of materials used in welding, provides an excellent

one-page overview of the most important environmental, social and economic aspects

during the product life cycle. The very extensive data of single production sites are not

printed in full because they are available on CD.

Stage in the
Product Life
Cycle

Extraction
of Raw
Materials

Production
of Materials

Production
at ESAB

Transportation

Product in Use

Disposal

ESAB: Our Path to Sustainable Development, 1999

Environmental
Effects

extraction of
natural raw materi-
als, overlay materi-
al, destruction of
ecosystem

waste to disposal
site, efficiency of
materials, consum-
ption of energy and
water, air, noise
and water emissions

waste to disposal
site, efficiency of
materials, con-
sumption of energy
and water, air,
noise and water
emissions

consumption of
resources, air
emissions, traffic
noise

waste of products
and packaging,
consumption of
energy, air emis-
sions, consumption
of protective gas

contamination of
soils, water or air,
waste from prod-
ucts and plants to
disposal site

Social
Effects

working conditions
in mining, job
offers, employee
rights

working conditions,
employee rights,
human resource
management

working conditions,
equal opportunities,
human resource
management

working conditions,
ergonomic aspects,
traffic accidents

welding vapours
and gases, industri-
al safety during
welding, ergonomic
aspects

waste handling,
contamination of
soils and water

Economic
Effects

economic develop-
ment of less

developed regions,
local infrastructure

profits, taxes,
employment, know-
how, local relations

profits, wages,
taxes, investments,
employment, F&E,
outsourcing,
sponsoring and
local relations

process technology
and know-how,
durability of
welding construc-
tion, cost efficiency

costs of disposal,
recycling economy,
cost aspects
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Analysis of Performance Data

It often makes sense to derive key data
from performance data. Data on accidents
at work, for instance, should be put in re-
lation to the number of employees. Per-
formance data on energy consumption
need to be converted in order to be able to
appraise the contribution of each fuel
source to the greenhouse effect. Some
explanatory remarks may often be neces-
sary to give the readers a proper under-
standing of things.

A practical example of data analysis of
CO, emissions: electricity consumption at
Weleda AG Schwabisch GmUind increased
from 2,605 MWh in 1998 to 3,639 MWh
in 1999. Weleda AG explained this as fol-
lows: ‘Since we started the operation of
a new pharmaceutical production plant
in the autumn of 1998 electricity con-
sumption increased considerably as the
new plant boasts state-of-the-art clean
room conditions, which require air con-
ditioning. Another reason for the rise in
electricity consumption is the use of con-
struction machinery to build the new ad-
ministration building.” Hence, the pro-
nounced increase results from one last-
ing and one temporary cause. In addition,
the report shows the CO, emissions cal-
culated for the respective volumes of en-
ergy consumption to enable the reader
to assess the environmental effects.

consumption of electricity

fuel: natural gas

fuel: oil

delivery/in & out

business trips

commuting

O I

500
CO, emissions in t/a

1000 1500

2000

The readers thus get a clear picture of the main causes

of CO, emissions.

WELEDA AG: Transparenz 2. Sustainability Report
including an Environmental Statement 2000

Most reports deem this account of per-
formance data sufficient. Developments are
only explained in retrospect. Rising con-
sumption is often explained by ‘increasing
output’; alternatively, lower efficiency is
commonly seen as the result of ‘decreas-
ing output’. The reader gets no informa-
tion about the consequences of this anal-
ysis for the company. It is fairly obvious
that this is not only a case of bad reporting
but equally of bad controlling. The next
step in the controlling cycle, the assess-
ment of the performance data, is often
missing. Yet, without it you cannot really
appraise performance and arrive at a com-
prehensible justification for the targets of
the next period.

The assessment
of performance

data is rare.

2500
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Assessment of Performance Data

Essentially, the assessment of perform-
ance data is supposed to establish wheth-
er or not improvement targets need to be
defined. This requires standards for assess-
ment, such as:

e benchmarks,

* targets you have already set, or

e compliance with certain specific require-
ments, for instance legally fixed limits or
successful certification according to a spe-
cific norm.

You should try not only to publish your
performance data but also to point out
your criteria for ‘good performance’. For
example, is the industry-wide average
number of ‘accidents at work per 1,000
employees’ a benchmark for you? How do
your company’s data compare to suitable
benchmarks? Or have you maybe under-
or overachieved the targets of the past re-
porting period? What is the development
over time? If you compare your perform-
ance data with such standards of judge-
ment that should be both plausible and
widely accepted, you show that you are
very much aware of what constitutes ‘good
performance’ and you enable internal and
external readers to arrive at their own as-
sessments.

A practical example - accidents at work:
the chemical company Degussa-Huls puts
the data on accidents at work in relation
to comparable data from the Profession-
al Association of the German Chemical
Industry and its own target:

Accidents at Work per 1,000 Employees
Degussa-Hils AG M BG-Chemie [J Target 2000

20

15

10 —

5

0 [l

1995 1996 1997 1998 1999 2000

Degussa-Huls: Zukunft gestalten hei3t Verantwortung tbernehmen. 1999

Targets derived from self-imposed obli-
gations can be suitable standards of judge-
ment as well. In 1990, the German auto-
mobile industry, for example, pledged to
reduce average fuel consumption by 25%
by 2005. In its environmental report 1999/
2000, Volkswagen depicts the perform-
ance data up to now and compares them
with the targets. The graph enables the
reader to tell whether or not Volkswagen
is really up to its promise.

Setting New Targets

Things that are not good need to beim-  Targets should be
proved. The reluctance of some compa-  concrete and
nies to put the finger on the weak spots  verifiable and
and the lack of benchmarks lead to the have a deadline.
well-known problem of how to justify and
explain one’s targets. If the aim of a target
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is to eliminate a weak spot or improve al-
ready relatively good performance to top
levels, then outsiders can easily understand
it. Hence, the readers need to be informed
about weak spots and the best possible
performance to be achieved. This will pro-
vide the basis for the formulation of con-
crete, verifiable targets with a clearly de-
fined time frame.

The practical example of a CO, emis-
sions target: after Weleda AG’s sustaina-
bility report 1999 had clearly shown that
about half of its CO, emissions were due
to its electricity consumption, the com-
pany set itself the goal of ‘reducing the
annual CO, emissions by 1,000 tons by
using electricity based on renewable
sources of energy.’ 50% of the electricity
demand was to be covered by the pur-
chase of electricity based on renewable
sources of energy, which generate elec-
tricity without CO, emissions (the result-
ing benchmark being 0 t/CO, per kWh).
The technical department was to realise
this by 2001. At the beginning of 2001
the company actually overachieved its

goal when it signed a contract with
Naturstrom AG that delivers 100% of the
electricity needed on the basis of renew-

able sources of energy.

WELEDA AG: Transparenz 2. Sustainability
Report including an Environmental Statement
2000

Checklist:

* If possible, you should deal with all
seven elements (key data, foreword, vi-
sion of strategy, company policy, man-
agement systems, company performance)
as described in this chapter. For ways of
structuring see ‘Design of Sustainability
Reports’.

* Describe past strategic and opera-
tional targets as well, as this makes as-
sessment easier for the reader.

* Explain, analyse and assess your per-
formance data in order to avoid misin-
terpretations.

* Apply plausible and widely accept-

ed standards of judgement in the assess-

ment of your performance data.
 Settargets that are concrete and ver-
ifiable and have a deadline.
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6. Presentation of
Company Performance

The presentation of company perform-
ance in the sustainability report mainly rests
on an account of performance in the three
dimensions of sustainability. Further ques-
tions of interest are how your enterprise
manages to combine these dimensions and
their often conflicting goals and what syn-
ergies and contradictions can be observed
in the process.

6.1 Social Performance

Social company performance covers the
consideration of employee interests on the
one hand and global equity on the other,
the fight against poverty and compliance
with social minimum standards. It is espe-
cially the relevance of the global aspects of
socially responsible business management
that varies considerably among different
companies.

Jobs and Employment

How has the number of employees and
trainees developed at your company in re-
cent years? What explains the fluctuations
or decreases? These are questions of inter-
est for various target groups of your re-
port. A description of the working time
schemes and possibilities of further train-
ing at your company belongs here as well.
Other issues of great significance for em-
ployees but also for external readers (be-
ing potential new employees, too): income
and career options, possibilities of co-de-
termination and co-ownership, wages and

salaries, profit participation and openness
of information. As applies to other topics,
it is not only the data that is of interest
here but above all the definition and de-
scription of targets and the measures
planned.

Equality for Women

Women often still face discrimination in
the working world. This leads to questions
such as: What is the proportion of female
employees at your company? How does
the proportion of women in primary occu-
pational training and further training de-
velop over time? What is the percentage
of women at middle and upper executive
levels? Once again, you should make sure
to provide the background to the figures
and thus allow the readers to understand
the context.
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The practical example of Van City: In
its report, Canada’s largest savings bank
draws attention to the comparably high
share of women at its top management
level. Benchmarks provide the evidence.

Van City 3 savings all Canadian

banks in Canadian banks

British enterprises

Columbia
1997 1999 1999 1999 1998 |
top
management 28 % 30% 19% 14% 12%

If the data reveal shortcomings, suitable
middle measures in women's promotion schemes
R 2%  68%  61% . n.a. should show what the company is doing

to improve the situation.
salaried staff 74%  73% 85% n.a. n.a.

The Van City Social Report 1998/ 99 Industrial Health and Safety

The activities of small and medium-sized
enterprises in the field of industrial health
and safety are determined by a great
number of laws and regulations. In Euro-
pean countries unambiguous responsibili-
ties, regular status analyses and — at least
internal — reports have become statutory.
Therefore, the documentation of the situ-
ation and your targets in the sustainability
report should not pose any difficulties.

The number of accidents that must be
reported, the number of working days lost
and the rate of absenteeism should be
quoted. These figures are usually also avail-
able as industry-wide benchmarks in rela-
tion to the number of employees.
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The practical example of Rheinbraun:
Rheinbraun documents the number of ac-
cidents at work that must be reported
and puts them in relation to two differ-
ent benchmarks:

accidents at work per 1,000 employees

mining

M manufacturing sector

[J Rheinbraun

40

35

30

25

20

15
10

Rheinbraun: Personal- und Sozialbericht 1997/98

Employment is a
key prerequisite
for social integra-
tion, respect and
the feeling of
being a useful
member of

society.

Measures you are planning to take to
improve the situation in both areas should
also be mentioned.

Interests of Social and Ethnic Minorities
In 1997/98 the German 'Constitution
Campaign’ of 90 associations of disabled
people operating nation-wide drew atten-
tion to the fact that equal opportunities
are still far from being a social reality. The
continuously worsening situation is high-
lighted by the increase of the unemploy-
ment rate of severely disabled people from
15.3% in 1995 to 17% in 1997 and an
employment rate that is down to only 3.9%
despite the legally stipulated quota of 5%.
Readers might be interested in data on
the compliance with the disabled employ-

ees quota, forinstance. Besides, companies
can take a many other measures to further
the interests of disabled people. Orders to
sheltered workshops may only be ‘second-
best’ solutions, but at least they provide
work for the disabled people employed
there.

People living and working in foreign coun-
tries have become an integral part of many
societies and may be indispensable to your
national economy.

Foreign workers
living in Germany
contribute about
one-tenth to

German GDP.
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The integration of minorities in compa-
nies can hardly be expressed in numerical
terms. If they encounter general hostility
even the best ‘'numerical” integration is of
little use. Nonetheless, we suggest a
number of key data: what is the propor-
tion of minorities among your company’s
total workforce? How does the percent-
age of minorities in primary occupational
training and further training develop and
what is the proportion of minorities in
middle management and upper manage-
ment positions?

Global Social Responsibility

Many companies have close business
relations with developing countries. The
variants of an economic exchange with the
countries of the South (and recently also
the East) spans the entire scale from ex-
ports to the respective countries and im-
ports of raw materials, semi-finished and
finished products to the operation of pro-
duction sites abroad. The impact of com-
pany activities on their ‘'host countries’ is
considerable.

Afirstindicator of the awareness of com-
panies concerning the particular problems
of business activities in developing coun-
tries is the fact that the issue is mentioned
and dealt with in company guidelines.
Sometimes, separate company principles
are formulated. The existence of guidelines
and ‘codes of conduct’ is, however, not
sufficient. A guarantee that business ac-
tivities abide by the national social and la-
bour legislation is required. This applies
both to the activities of the company in
question and to its suppliers. They explicit-
ly have to commit themselves to the same
standards. In addition, elementary inter-
national standards laid down in treaties

signed by many states of the world such as
the conventions of the International La-
bour Organisation (ILO) have to be met.

The practical example of SA 8000: by
the time of writing, Otto Versand had
already applied the system of Social Ac-
countability Standards (SA 8000) in close
co-operation with partners at production
sites in more than 300 pilot projects in
altogether eight textile import markets.
The decisive criterion in these pilot
projects has been the practical viability
of SA 8000 in the different import mar-
kets. Currently, there is a heated debate
about the certification initiative SA 8000.
Otto Versand will continue to support this

discussion about the advantages, disad-
vantages and the viability of the system
above all by practical application. The
system will, however, only succeed in
import markets world-wide if all stake-
holders do their share: government insti-
tutions by creating the political structures
required, non-governmental organisa-
tions and trade unions by taking part in
unbiased discussions and implementation
processes and international trade and
production sites by means of the global
implementation of the system.

Achim Lohrie (Otto Versand) in:
Okologisches Wirtschaften 1/2001
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Key Data of Social Performance

We recommend to definitely include the
following key data of social performance:

e the number of employees and part-
time employees by sex,

* the number of trainees by sex,

¢ the rate of fluctuation,

* the propotion of severely disabled em-
ployees in relation to the total,

* the proportion of women among mid-
dle and top level executives,

* the percentage of minorities among
middle and upper level executives,

e the number of days of further train-
ing per employee by sex,

* the number of accidents that must be
reported (including subcontracted employ-
ees),

* the number of days lost and the rate
of absenteeism (including subcontracted
employees),

* investments in health promotion per
employee.

Checklist:

* Describe your company’s contribu-
tion to the different issues, the targets
set and measures planned.

* Utilise the above-mentioned key data
to portray your social performance.

* Find out about further and more far-

reaching key data and benchmarks in your

industry.

6.2 Environmental
Performance

Your environmental performance will be
judged depending on your knowledge of
the main environmental impacts at your
production sites, in product development
and product line and your assumption of
the resulting responsibilities.

The requirements of environmentally
sustainable development go far beyond the
common environmental issues such as,
waste, water, energy and hazardous sub-
stances. Today, the debate centres around
very far-reaching goals, e.g. the long-term
reduction of CO2 emissions of industrial-
ised countries and thus of their fossil fuel
consumption by 80 - 90% by 2050; com-
plete abolition of synthetic nitrogen ferti-
lisers and pesticides in farming and the
reduction of the extension of land under
cultivation to nil by 2010. Many industries
are currently discussing what environmen-
tal targets need to be reached in the up-
coming years and the governments are
working on national environment plan-
ning. A company striving to be sustainable
should also tackle such long-term goals
and streamline not only its operational
business but also adjust its strategies ac-
cordingly. The step from eco-efficiency to
eco-effectiveness and a real relief of the
strain on the environment is the order of
the day.

Unfortunately, a look at sustainability
reporting the world over reveals that espe-
cially the critical strategic questions are
often ignored. SustainAbility (SustainAbil-
ity/UNEP 2000) criticises the fact that au-
tomobile manufacturers e.g. do not talk
about disastrous traffic congestion and

Sustainability
requires ambitious
environmental

targets.

Present reports
often do not
contain important

key data.
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continuously rising resource consumption
but about the improvement of engine tech-
nology.

Airlines and airports when reporting
about noise reduction implicitly take in-
creasing volumes of air traffic for granted
and ignore the consequences. Life science
firms defend genetic engineering while
ignoring the loss of biodiversity world-
wide. In short: in your choice of topics do
not ignore or fail to mention the ‘big" is-
sues, which are the strategically decisive
ones after all.

Environmental Performance
of Products and Services

This chapter is based on an overview of
the products and services you are selling
and the economic, social and environmen-
tal impact of the most important amongst
them. This highlights that you are indeed
informing about the key product-related
issues.

You should render a plausible account
of the impacts of your main products for
each phase of the product life cycle. Data,
analyses, assessments and possibly targets
should be given accordingly.

Outside appraisals may well support the
portrayal of your company, too. It is of
interest e.g. which of your products have
gained an environmental label, based on
what criteria. Your efforts and goals in
product development should also be men-
tioned. Concerning the product line, mar-
ket strategies and customer advice issues

should figure prominently as the market
for socially and environmentally particu-
larly desirable products poses special diffi-
culties but offers special opportunities as
well.

The practical example of a market: Otto
Versand was able to increase the propor-
tion of textiles with hazardous substanc-
es testing to 52% of total sales. The per-
centage of textiles of optimum environ-
mentally conscious production, however,
fell to 0.5% due to a lack of demand.
Otto Versand, therefore, has set out to
fundamentally redesign its conception for
this segment.

Otto Versand: Sustainability at Otto.

A special aspect is the further develop-
ment of already existing products. Al-
though adaptations and modifications of-
ten require great effort, the improvement
of older but well-selling products is desir-
able, especially from an environmental
point of view.

A practical example of product optimi-
sation: the furniture manufacturer
Wilkhahn considers the additional opti-
misation of product lines as particularly
difficult. Performance features of new
materials, their different state of testing
or aesthetic deviations in surface design
make optimisation problematic. In view
of the desirability of long product life
cycles the environmental advantage
would be nil if long-standing customers
in need of new items had to replace their
stock because old and new products do
not match.

Wilkhahn: Wilkhahn Added Values. 2000
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Environmental Performance
in Production

The description of environmental aspects
in production very much depends on your
company's industry. Consumption of ma-
terials, energy and water is practically al-
ways important; waste and air emissions
as well. Environmentally hazardous sub-
stances and impacts on soil and water,
however, are only relevant in some indus-
tries. Topics such as "bio-diversity” may be
of importance for food producers, for ex-
ample; radioactive substances and emis-
sions need to be mentioned by energy pro-
viders if they operate nuclear power plants.
Your choice of the main environmental
aspects in the environmental audit can give
you orientation. Your report should give a
systematic account and you might want
to look around in your industry:

* Does the association of your industry
have any self-imposed obligations on spe-
cific environmental issues?

* What are commonly the topics in your
industry’s environmental reports?

Key Data of Environmental Performance

We recommend to definitely include the
following environmental key data:

e the consumption of all materials with
a focus on regenerative, recycled and es-
pecially hazardous substances,

* the total consumption of energy dif-
ferentiated by type of fuel and source (coal,
oil, electricity, etc.),

* thevolume of electricity consumption
differentiated by type of generation (re-
generative?),

* the volume of water consumption,

e emissions of greenhouse gases (con-
verted into CO2 equivalents according to
the Kyoto Protocol)

* emissions of gases that damage the
ozone layer (according to the Montreal
Protocol), and

e the total volume of waste to be dis-
posed.

Some industries have started to develop
specific key data. First manuals have been
produced (chemical industry, banks) and
working teams (printing industry) been
established. Progress is rapid and you
should turn to your industry association
for further information.

Checklist:

* Use your environmental targets to
illustrate your company’s efforts to solve
the most pressing environmental prob-
lems (climate protection, conservation of
bio-diversity, reduction of land use, etc.).

* Describe your most important prod-
ucts and their environmental impacts dur-

ing each phase of the product life cycle.

* Use the above-mentioned key data
to present your environmental perform-
ance.

* Inform yourself about further spe-
cific key data and benchmarks in your
industry.
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6.3 Economic Performance

In our opinion the report on economic
performance has a double rationale:

* itisto portray the economic situation
of the company (turnover, use of profits,
development of the industry, etc.), and

* it is to deal with the specific aspects
concerning sustainability in business. We
recommend to at least report about prod-
ucts and markets and the global and re-
gional responsibilities of your company.

Presenting the Company’s
Economic Situation

Large companies usually disclose their
economic performance in the annual re-
port, which —in the case of joint-stock com-
panies — follows legally defined guidelines.
The legal form of many small and medi-
um-sized enterprises does not require the
publication of such a report. If you do
publish one, you can keep this chapter short
in the sustainability report and refer to the
more extensive coverage in the annual re-
port.

It may be helpful in this context to first
analyse the industry’s development and
describe current tendencies on the mar-
ket. Key words such as globalisation and
innovation loom large. At the end of this
chapter you find a number of key financial
data your report should definitely contain.

Products and Markets

Sustainable companies aim at produc-
ing products that stand the test of critical
scrutiny by customer advice centres and
can be deemed as useful, suitable for use
and appropriate to satisfy human needs:
products that belong to the vision of a ‘sus-
tainable society’.

Not only should a sustainability report
portray the environmental aspects of the
product (see chapter 6.2 ‘Environmental
Performance’) but also deal with the pos-
itive contribution of the product’s produc-
tion and use for society. Besides environ-
mental and social dimensions, political and
cultural aspects may be important as well.

The practical example of products as
cultural contributions: the furniture man-
ufacturer Wilkhahn heeds the motto ‘to
produce durable products, increase their
use value and reduce waste.” Above all,
the question of the actual point and use-
fulness of a product must be answered.
The Agenda 21 comes to the conclusion
that the here-today-gone-tomorrow
mentality of an affluent society and an
overwhelming mass of random commod-
ities mutually reinforce one another. They
are the real causes of our doing business
at the future’'s expense. Therefore,
Wilkhahn has produced many award-
winning furniture lines with designs and
a functional validity that were sometimes
maintainable for decades.

Wilkhahn: Wilkhahn Mehrwerte. 2000

The decision for a
specific product
range lays the
economic corner-
stones for compa-

ny sustainability.
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From an economic point of view, cus-
tomer service, the quality of customer serv-
ice and the offer of product information
are further issues of interest. Frank and
comprehensive communication about
product features is especially important in
this area in order to enable consumers to
make the ideal purchase decision. Anoth-
er point of significance is your keeping the
barriers to the market resulting from pric-
ing and distribution as low as possible.
Suitable strategies of market transforma-
tion are to warrant market flexibility.

The practical example of Weleda: Wele-
da sees the usefulness of its products con-
firmed not only by continuously rising
turnover but also by the numerous
awards won in comparative quality tests
and at trade fairs. In 1998/99 four prod-
ucts were recommended by Oko-Test and
two products were named ‘Products of
the Year” at the Biological Products Trade
Fair 1997. Weleda childcare products
were recommend by 62% of midwives.

WELEDA AG: Transparenz 2. Sustainability
Report including an Environmental Statement
2000

Global Economic Responsibility

Depending on company size the influ-
ence of a company and its production sites
can be considerable in some regions of the
globe. It is a matter of interest what
amounts e.g. have been invested in fixed
facilities by country, the distribution of
employment and wage costs by country
and how much (and where) is invested in
R&D and in primary occupational training
and further training of employees. Devel-
opment partnerships with companies or
know-how transfers to developing coun-
tries are possible further contributions to
development by private enterprise. The type
and volume of outsourced activities should
also be reported, if applicable.

A practical example of development
aid: Shell has been economically active in
Gabun’s Gamba region for 40 years. For
many years Shell supported the regional
population by funding of hospitals, med-
ical provisions and schools, thereby ren-
dering them dependent on aid. After two
years of stakeholder dialogue, Shell has
now started to support projects of inde-
pendent development by means of spon-
soring, assistance and training. Projects
in agriculture are carried out and a cen-
tre designed to help companies get start-
ed in business was founded.

Royal Dutch/Shell: How do we stand?
People, Planet & Profits 2000

Globalisation
increases
company

responsibility.
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Regional Economic Responsibility
Wherever an enterprise has a large of-
fice or production site it assumes responsi-
bility for the region and its people. They
benefit from its job offers and wage pay-
ments; state authorities profit from the
company’s taxes. Many times regional sup-
pliers may benefit as well. At the same time,
these regions suffer from traffic noise and
other environmental impacts of company
activities. Closures can have dramatic eco-
nomic consequences as well. Your report
should document your view of the respon-

sibilities deriving from these facts.

A practical example of a closure: VAW
Aluminium AG closed down two large
production sites in Toging/Bavaria be-
tween 1993 and 1996. In 2000 the com-
pany reports that the foundation of a local
development society and a centre for
start-ups has resulted in the attraction of
45 new firms with 400 employees at the
old site since 1994, which has ameliorat-
ed the social impact of the closures. The
company donated real estate and build-
ings worth 800,000 euros.

VAW Aluminium AG: Environmental Report
2000: On the Way to Sustainability

Key Data of Economic Performance

We recommend to definitely cover the
following key data of economic perform-
ance:

e turnover,

e the distribution of turnover among
advance investments, wage and addition-
al wage costs, the state share (taxes, fees,
etc.) and the results of normal business
activity (profit before tax),

e the use of profits (charity/different
types of dividends/withdrawal/reserves),

* forjoint-stock companies: market cap-
ital in relation to the book value taking
into account the share of the book value
that comprises the assets invested, and

e the ratio of company capital and
debts.

Checklist:

* Briefly describe the economic situa-
tion of your company. Make use of the
key data mentioned above.

e Presentyour product line in the con-

text of sustainable development.

e Further portray your company’s
products and markets and its global and
regional responsibilities.
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6.4 The Integrative
Performance -
a Cross-sectional View

The presentation of your company’s
performance should not confine itself to
the three dimensions of sustainability.
Readers will be particularly interested in
how your company manages to combine
the different dimensions and their often
conflicting targets, what priorities are set
and how exactly the dimensions are
weighted. Regarding the portrayal of the
"integrative performance’ of your enterprise
you have to explain the problem of con-
flicting targets on the one hand, while
pointing out the various overlaps and syn-
ergies of the three dimensions of sustain-
ability on the other.

economic aspects

‘ ocial aspects

sustainability

environment|
aspects

Sustainability: Dimensions and Overlap

Conflicts between the three dimensions
of sustainability are particularly prominent
when it comes to planning and implement-
ing cross-sectional activities. Yet, there may
sometimes be surprising synergies as well.
Your report should document both: the
description of win-win-situations is impor-
tant as it encourages emulation; but the
conflicts resulting from economic, social
or environmental measures in other areas
are equally of interest to the target groups.

The sustainability strategy offers innu-
merable possibilities to combine the desir-
able with the necessary, the social with the
economic or the environmental with the
economic rationale. Openly communicate
contradictions and failures as only this will
show that you have learned and intend to
make real progress.

The points of contact between the three
dimensions are just as varied as the differ-
ent aspects of sustainability itself. Yet, as
of now this area of sustainability reporting
is particularly poorly developed, which
highlights the importance of the creativi-
ty, ideas and dedication of companies such
as yours for progress and the success of
sustainability reporting at large.

Outline your cross-
sectional concepts
and point out
their strategic

consequences.

Look for examples
of holistic and
successful
activities in

your company.
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Win-Win-Situations

The "eco-efficiency’ concept highlights
how economic and environmental inter-
ests can be tied-in with one another. This
concept can help, for example, to find
possibilities of simultaneously reducing
both costs and consumption:

A practical example of free heat: VAW
Aluminium AG co-operates with the lo-
cal city department of works in the use of
waste heat. In the process, energy effi-
ciency of the rolling mill was improved
and 4,000 inhabitants of new housing
estates can use the waste heat from the
smelting ovens for heating. CO, emissions
of 19,000 tons annually can be avoided

and both partners actually save costs.

VAW Aluminium AG: Environmental Report 2000:
On the Way to Sustainability

This example illustrates the potential
economic benefits of environmental (and
social) progress. This type of win-win-situ-
ation is well-suited to win majority sup-
portin companies, yield advantages for all
parties involved and encourage others in
their search for similar solutions.

A practical example of regionalisation:
the United Nations Conference on Envi-
ronment and Development in Rio de Ja-
neiro 1992 gave rise to the central idea
of regionalisation. The brewery Neumark-
ter Lammsbrau puts this idea into prac-
tice: the integration of regional agricul-
ture into the circle of suppliers minimised
pollution by reducing transport distance
and saved jobs. Thus, the company con-
tributes to the structural improvement of

the region’s economy.

Neumarkter Lammsbrau: Environmental-Control-
ling Report 1998

Target Conflicts and Dilemma Situations
The implementation of sustainability
strategies does not always result in win-
win-scenarios. Often there are target con-
flicts that need to be resolved by the com-
pany. In these cases itisimportant to point
out what priorities are set and how con-
flict-solving works in your company.

The practical example of a conflict be-
tween environmental and pricing targets:
the construction company Gundlach in-
forms its customers and clients about the
company'’s practice of weighing environ-
mental and economic interests: "Your
construction partners at Gundlach have
pledged to maintain and improve living
and environmental conditions in planning
and building processes. Environmental
criteria already inform our choice of a
building site. The same applies to our
choice of construction and extension fea-
tures, all the way to handing over our
final products to you. Environmental cri-
teria and economic feasibility have to be

weighed, of course.’
Gundlach: Gundlach Sustainable. 2000
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At second sight, apparent contradictions
can sometimes turn into synergies. The
following example of the sustainability of
a market strategy is a case in point:

A practical example of globalisation ver-
sus saving a production site: Few topics
are as explosive as productive investments
in other countries. There is a deep-root-
ed fear that jobs created there might
translate into jobs lost here. On the other
hand, market opportunities might be lost
if longer delivery periods, worse custom-
er contact and higher costs of transpor-
tation cause serious competitive disad-
vantages on markets abroad. On top of
that, the environmental impact of trans-
portation needs to be taken into account.
And finally: is the right to employment
confined to the company premises or
does not social equity imply that the peo-
ple in market areas abroad should equal-
ly benefit from the possibilities of adding
value? Wilkhahn closely co-operates with
the workers council to find case-specific
solutions with the optimum balance of
interests. Up until now, production in
foreign subsidiaries has not caused a sin-
gle redundancy in the headquarters.
Quite the opposite: it has profited from
the centralised production of high-tech

elements for the subsidiaries.
Wilkhahn: Wilkhahn Added Values, 2000

The development of indicators and key
data to record multi-dimensional compa-
ny performance has just begun. Innova-
tive solutions, ideas and efforts are required
to promote further developments in this
field.

Checklist:

* Describe your cross-sectional con-
cepts and visions and explain strategic
consequences.

* Point out win-win-situations.

 Describe target conflicts and dilem-

ma situations that might result from the
implementation of sustainability strate-
gies as well.
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ing consists of

several elements.

Realisation of Sustainability Reports

7. Design of

Sustainability Reports

7.1 Sustainability
Reports as Part
of the Company
Reporting System

Companies can report on the different
aspects of their activities in various ways.
Each type of reporting has specific func-
tions and addresses a different target
group:

Nationally, economic company report-
ing, the annual report, has had a legal
framework of detailed regulations for dec-
ades. This report is mainly to record and
document a company’s economic activi-
ties in monetary terms in order to deliver
crucial information on the situation of the
company’s assets, finances and success to
interested parties both within the compa-
ny and without. In this case, the perspec-
tive of accountancy focuses on purely eco-
nomic factors that can be recorded in quan-
titative terms such as, profit, turnover,
productivity and profitability.

Reporting on social aspects of company
activity, which is most common in the UK,
has also been around for several decades.
Social reports sometimes provide quite
extensive information on the positive and
negative external effects of business that
is not covered by traditional accountancy.
Others only describe some employee-re-
lated aspects. In recent years, the debate
about the social responsibility and account-
ability of companies has once again gained
momentum. Companies increasingly re-
gard social aspects of their activities as a
part of strategic management that needs
to be integrated into the targets of com-
pany planning just as much as economic
goals.

More or less since the mid-1980s there
has been greater interest among manag-
ers and society at large in the environmen-
tal impact of business activities. To satisfy
the stakeholder’s growing demand for in-
formation an increasing number of com-
panies opt for the publication of environ-
ment-related data. In recent years, both
the number and the quality of environmen-
tal reports and environment-related infor-
mation in annual reports has continuously
increased the world over (Loew/Fichter
1998). More than 2,500 enterprises pub-
lish environmental statements within the
EMAS system in Germany alone. In addi-
tion, about 300 mostly large German com-
panies publish environmental reports an-
nually.

The sustainability report constitutes a
new type of company reporting that inte-
grates aspects of all the above-mentioned
types of reporting. Therefore, it can both
be published parallel to the reports already
established at a company or replace some
of the company reports produced thus far.
Hence, the sustainability report should be
regarded as a means of providing compa-
ny information and be carefully integrated
into your already existing reporting system.

For information
on environmental

reporting turn to

umweltberichte.de
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Few people will order your sustainability
report just after reading a press report. It is
crucial to actively disseminate such a re-
port and to actively integrate it into exist-
ing structures of company communication.
Experience from the pilot project ‘Sustain-
ability Reporting’ indicates high effective-
ness of the reports. 115 questionnaires
returned to the three medium-sized enter-
prises contributed the following data on
reader behaviour:

* Customers, sales partners and employ-
ees: they each invest an average of one
and a half to two hours of reading time;
only the groups “press representatives’ and
‘capital investors’ stay below the one hour
threshold.

* 35% of the readers read the entire
report, 45% parts of it, 15% look for spe-
cific information. A mere 5% only browse
through the report.

* 72% of the readers consider a printed
version as the suitable means of reporting
while the Internet gains 46% approval.

* 72% of the readers prefer short re-
ports of less than 30 pages; only 6% want
more than 50 pages.

* 50% of the readers favour annual re-
porting; only 10% would be satisfied with
triennial intervals.

7.2 Ways of Structuring
the Sustainability Report

You have various ways of structuring
your report. You do not have to follow our
suggested order of chapters (see chapter
5 ‘Elements of the Sustainability Report’)
but can opt for a different structure. The
following examples may serve to illustrate
different structural approaches:

The practical example of Weleda:
* Foreword
e Underlying Company Philosophy

e Background Article:
Processing of Minerals

e Environmental Statement

e Background Article:
Anthroposophy and Business

e Business Report

e Background Article:
Company Eurhythmics

* Social Report

The practical example of Gundlach:

* Foreword

e Company Targets

* Presentation of the Company

* Gundlach and its Employees

e Gundlach and its Customers

* Gundlach and its Products

* Gundlach and its Partners

e Gundlach and its Corporate Culture
e Gundlach and its Environment

e Closing Remarks



The presentation
of contents plays

an important role.

Realisation of Sustainability Reports

Almost all the chapters of the Gundlach
report directly address a specific target
group. The Weleda report, on the other
hand, is orientated by the three dimen-
sions of sustainability. Another option
would be to follow the product life cycle
and use different chapters to outline the
topics related to each stage. Or you can
supplement a very journalistic type of re-
port with a ‘Facts and Figures’ part just as
Otto Versand.

7.3 Presentation
of Contents in the
Sustainability Report

Not only the contents are of importance
for the success of a sustainability report;
the type of presentation matters as well.
How do you design the report to make
sure it is really read by your target groups?
What means and media do you use to dis-
seminate the report? In the following, we
would like to suggest how to design, se-
lect media and disseminate such a report.

Paper Version or Internet?

The report can be circulated either in a
paper version or via the Internet. The In-
ternet is cost-attractive because there are
no expenses for printing and mailing; be-
sides, all interested parties have immedi-
ate access. Yet, many favoured address-

ees, such as important customers, traders
and business partners, may be hard to
reach this way. Documents like a sustaina-
bility report tend to be read some time ‘in
between’, e.g. on the train or in an airport
lounge. Many of your favoured address-
ees will hardly take time out of their busy
days working at the computer to read in-
formation materials. There is good reason
to assume that a written version is more
suitable to reach these target groups. At
least a condensed print version should,
therefore, be produced.

How long should your Report be?

Keep the report brief. Most readers fa-
vour less than 30 pages. Apparently, long-
er reports find readers as well, provided
they are well-designed and make interest-
ing reading.

To keep your report short you can put
detailed information on the Internet and
make reference to materials containing
background, such as your annual report.
An appendix of data may also make sense.

The practical example of Otto Versand:
The sustainability report of Otto Versand
is divided in two parts. A magazine-style
main part provides information on sever-
al topical issues. The ‘Facts and Figures’
supplement contains a number of eco-
nomic data, information on environmen-
tal management, environment-related
data and programmes as well as first so-
cial data. In addition, Otto Versand makes
explicit reference to further detailed in-
formation, e.g. the questionnaire for the
suppliers audit, the Otto list of prohibit-
ed hazardous substances in hardware
products, etc.
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Elements of Layout and Design

Not everything can be described verbal-
ly. Developments and complex intercon-
nections are often much better illustrated
by graphics, charts and diagrams. Photo-
graphs can give your readers a better im-
pression of the company, its products and
staff. Quotations give more variety to the
report and make for more authenticity and
credibility if external sources are quoted.

How often should you publish a Report?

Many environmental and social prob-
lems cannot be changed in the short run.
In many cases companies are therefore
quite happy to be able to report real
progress after two-year periods. Although
most stakeholders would favour annual
reports, we consider bi-annual or tri-an-
nual reporting as sufficient. Given theflim-
ited means of small and meditm-sized
enterprises, even that requirés a lot of ad-
ditional effort from thaose responsible for
reporting. Yet, regular reporting is crucial
for building trust. Therefore, you shotild
always include the scheduled date of pub-
lication of yourmnext report.

Checklist:

* Integrate the sustainability report
into your reporting system.

* Choose a report structure suited to
your company.

* Decide on publication on paper, via
Internet or on a combination of both.

* Keep your report as brief as possi-
ble.
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8. The Crediblility of your
Sustainability Report

Sustainability reports are voluntary com-
pany publications and thus not subject to
any generally accepted standardised
mould. As sustainability reports are pub-
lished by the company itself, the wider
public might easily suspect that they only
portray the positive aspects of company
activities while omitting the negative. One
important prerequisite of successful sus-
tainability reporting, therefore, is credibil-
ity. Only if the readers do not doubt the
report’s contents and messages can it sup-
port the dialogue between your company
and the stakeholders.

In the following, we introduce several
possibilities of warranting the credibility of
your reporting. The decision on what the
best approach might be in a specific situ-
ation, or if a combination of various op-
tions might actually be the most useful way
to go for your company, should be made
prior to the production of the sustainabil-
ity report.

8.1 Warranting Credibility
in the Production
of the Report

The basis of credibility should be the
‘Principles of Reporting’ (see chapter 4).
Complete and truthful information that
does not omit weak spots and refers to
standards of assessment and past targets
determines whether or not readers find
your report ‘credible’.

In chapter 3 ‘Target Groups and Inter-
estsin Information’, we recommended the
integration of stakeholders of your com-
pany into the production process of the
report. Describe your efforts of integration
in your report. Stakeholder representatives
can make their presence in the report felt
by way of quotations, which enhances its
credibility.

You can further improve your compa-
ny's transparency by an open account of
given present weaknesses (there must be
some), obstacles and critical facts. The in-
clusion of unambiguous and verifiable tar-
gets, and the communication of your read-
iness to be judged according to these goals
and the standards in your industry, lend
further credence to the report.

8.2 Securing Credibility
by External Verification

Verification by external auditors is a wide-
ly used instrument of enterprises trying to
improve the credibility of their reports. Just
as is the case with company reports, an
independent institution is hired for verifi-
cation, e.g. an accountancy agency. It ex-
amines the accuracy of data and the pro-
priety and regularity of recording proce-
dures and confirms this with a certificate.

Verification by
independent
institutions
increases the
credibility of the
published data

and statements.
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Some guidelines for audits of environ-
mental reports already exist but none are
yet available for the new concept of sus-
tainability reports.

Yet, verification does not cover the ques-
tion whether or not the company is really
reporting about all the relevant aspects and
discloses both positive and negative im-
pacts of company activities as a ‘true and
fair view’ would imply. However, this fact
is at least as important for the readers of
sustainability reports as is the correctness
of the data. Therefore, opinions differ on
the positive effects of external verification
on the credibility of sustainability reports.

The practical example of BAA: the Brit-
ish Airport Administration, which runs 13
airports, is among the top-scoring com-
panies whose environmental and sustain-
ability reports were ranked by SustainA-
bility and UNEP in the autumn of 1999.
Itintegrated its official annual report into
a sustainability report for the first time.
The data, factual statements and the re-
alisation of targets were subjects of veri-
fication. Nonetheless, SustainAbility crit-
icises the report’s implicit assumption of
unlimited growth of air traffic in the fu-
ture (SustainAbility/UNEP 2000). It also
ignores the long-term environmental con-
sequences of this development, which
ought to be of great strategic importance

for the company.
BAA: Annual Report 1999/2000

8.3 Warranting
Credibility by
Stakeholder Commentary

Trustworthy stakeholders of your com-
pany are possible commentators of the
report as well, be they representatives of
pressure groups or independent scientists.
They are most likely to deliver a critical
appraisal of your long-term strategies. The
criterion for this type of commentary
should be the adequate information of the
public about developments at your com-
pany that might have either positive or
negative impacts on sustainability. Such a
commentary should focus on the question
whether the main connections between the
company and society are properly dealt
with and presented.

Besides, the interested public should
learn about the commentator’s view of the
company’s contributions to sustainability.

Checklist:

* Pay attention to the ‘Principles of Re-

porting’.

* Integrate stakeholders into the pro-
duction of the report.

* Consider whether external verifica-
tion or commentary can be of use.

An assessment of
the sustainability
report can also
be done by
stakeholders of

the company.
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9. The Road to the
Sustainability Report and
Sustainability Management

It is no accident that all four companies
that took partin our project ‘Steps towards
Sustainability Reporting’ had a lot to con-
tribute and say about sustainable devel-
opment. But none of these enterprises
would have claimed at the outset that it
already had a sustainability management
system. We were not even sure whether
that type of management is necessary at
all. After the introduction of quality and
environmental management systems, the
general demand for the introduction of
further systems of this type is certainly not
very great.

It is a long way from the initial idea of
publishing one’s own sustainability report
to the final printing of it. We would like to
tell you about the experiences of the pilot
enterprises that took part in this project in
order to minimise your problems when
starting out on this endeavour. We will
further suggest procedures for the produc-
tion of a sustainability report.

9.1 The Experience of
the Pilot Companies in
the Production of the
Sustainability Reports

During the course of the project the pro-
duction of the sustainability report was
closely intertwined with the integration of
the sustainability concept into entrepre-
neurial action. Thus, while describing the
way to a sustainability report we are al-
ready describing to some degree the way
to sustainability management.

The Importance of
Sustainability for Companies

We found great interest in our project at
all companies. All of them were ready to
contribute an inter-departmental working
team. These teams consisted of represent-
atives of management, the environmental
department, human relations department,
purchasing department, product develop-
ment, marketing and, of course, the pub-
lic relations department. In many small and
medium-sized enterprises the same person
tends to be in charge of several of these
functions.

The kick-off meeting already gave rise to
the question: "What exactly does the term
‘sustainable development’ mean and what
does it imply for our companies?’

The practical example of the sustaina-
bility check: Weleda AG conducted a
number of interviews with employees
from different departments and worked
through the sustainability checklist of
future e.V. (future e.V. 2000). The inter-
views revealed that many of the aspects
that are connected with the term sus-
tainability are suitable for putting Wele-
da’s ambitious company policy into prac-
tice. This policy is characterised by a lot
of values that also loom large in the con-
cepts of sustainable development. In a
decisive meeting a long discussion among
the decision-makers at Weleda came to
the conclusion that it would correspond
with Weleda’s philosophy to take on the
challenge of producing a sustainability
report.

www.future-ev.de
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The answer to the question "What does
sustainability imply for our company?”’ was
of great importance for the final decision
to produce a sustainability report and led
to different adoptions of the term in each
company. Each company had slightly dif-
ferent definitions of sustainability, as dif-
ferent products and production methods,
customers and market structures make for
different scenarios, which entails different
problems and priorities. A sustainability
check may even lead to a revision or exten-
sion of corporate policy or the decision to
more consciously assume certain environ-
mental and social responsibilities.

The Companies’ Targets

Dealing with the term ‘sustainability’
helped the companies become more aware
not only of their environmental but also of
their social targets. Social targets are often
not documented in special programmes
and a systematic controlling of target
achievement is often missing. Comprehen-
sive target catalogues covering environ-
mental, social and partly also economic
targets were drawn up for the sustainabil-
ity reports. The production of these target
catalogues definitely was a practical step
towards sustainability management as it
implied the question of target control and
the responsibilities for implementation.

Identification of
Company-Specific Key Data

This manual, just as much as many oth-
er publications and industrial associations,
suggests key data to record economic, en-
vironmental and social performance. It
takes an effort to turn these suggestions
into a company-specific and suitable sys-
tem of key data. But it is worth the effort,
for only good key data can unambiguous-
ly document progress and only systematic
controlling of targets guarantees the ef-
fectiveness of sustainability management.

Organising the Production of the Report

The organisation of the production of
data and texts was determined by the re-
sponsibilities of the members of the work-
ing team. A number of meetings was held
in the companies to assign tasks and dis-
cuss drafts.

There were controversial debates about
the best structure for each company (see
chapter 7 ‘Design of Sustainability Re-
ports’), which has considerable impact on
the character of the report and has to get
the contents across to the target groups.
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Effort required to produce the Report

It is a long and time-consuming road
from the initial idea of publishing one’s
own sustainability report to preparation to
final printing. In the three medium-sized
pilot enterprises of 200 to 500 employees
each it took altogether between eight and
12 months and required 50 to 70 internal
working days. Expenses for the agency and
printing costs have to be added. Based on
replies from 194 environmental reporters,
IOW calculated the following inputs of
working time and money required for en-
vironmental reporting in 1997 (HMWVL/
HT1999). They might be of some validity
for sustainability reports as well:

Average Effort for the Production of Environmental Reports per
Company

working days M external costs in 1,000 Deutschmarks
150
100 73 69

50 30 n29 3541 O
6 13 .

0

employees 1-49 50-199 200-499  500- 2.000- 10.000
1.999  9.999 plus

There have to be
unambiguous
responsibilities for
all dimensions of

sustainability.

In comparing these findings with our
own figures we conclude that the produc-
tion of a sustainability report requires
somewhat more investment than that of
an environmental report. Yet, the special
and additional work put into the pilot
project needs to be taken into considera-
tion. At least, we can use the data record-
ed for environmental reporting as rough
indicators.

Responsibilities for the
Achievement of Targets

The question of responsibilities at the
companies was quickly answered. Environ-
mental protection was already well-organ-
ised, there are clear management struc-
tures for economic issues and social affairs
can either be classified as a job for the
human relations department or — if social
issues regarding suppliers are concerned —
the purchasing department.

The setting of targets and planning of
measures was sometimes more difficult. It
was not quite clear where more far-reach-
ing interdepartmental issues and conflicts
were to be settled, and who would be the
process-promoter in charge of regularly
reminding those who had taken responsi-
bilities for various tasks. The latter issue
could easily be resolved in companies with
a working personal objectives system. The
‘sustainability targets’ could be integrated
into the personal objectives in these cases.
Elsewhere, extended environmental work-
ing teams or meetings of top level man-
agement could settle questions and con-
flicts, at least in small and medium-sized
enterprises. Additional meetings could thus
be avoided and the working time exclu-
sively used to make real progress.

9.2 Steps towards the
Sustainability Reporting

The initial impetus to take on the topic
of sustainability can either come from
management itself or from employees. It
is, however, crucial, that the topic is dis-
cussed at the top management level since
ultimate decisions regarding the adoption
of sustainability principles at the company
and the pledge to also assume environ-
mental and social responsibility can only

Management

and staff have

to be convinced
of the importance

of the issue.
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be made by the management of the com-
pany. Management must be convinced of
the underlying ideas of the concept, de-
velop the corporate vision and targets and
support and organise the activities of the
staff.

When setting up a sustainability report
working team you should pay attention to
a wide range of qualifications and include
employees from different departments of
your company (e.g. human resources,
marketing, environmental, purchasing and
management).

The group’s first job is to perform a sus-
tainability check of the company. Identify-
ing important issues, strengths and weak-
nesses is the basis for further steps. It will
most likely require more meetings of the
working team to establish consensus on
relevant contents and targets, useful key
data and a suitable structure for the re-
port. Then first drafts of the report have to
be written. Make sure that in discussing
and deciding on the different texts that
not all pieces of critical information are
dropped. The final version needs to be
approved by management. Then your com-
pany’s sustainability report can be printed
or published on the Internet.

9.3 The Way to
Sustainability
Management

The production of a sustainability report
is closely connected with the organisation
of elements of sustainability management.
A future-oriented report will certainly in-
clude your company’s targets concerning
social and environmental topics. Ensure
that the achievement of targets, and the

organisation of the measures they require,
are organised and are progressing. This
requires that responsibilities are assigned
and progress is controlled. These are first
steps towards sustainability management.

If and how adoption of the sustainabil-
ity vision will effect the organisation of your
company beyond these points is outside
the scope of this manual. We are deeply
convinced that the realisation of the sus-
tainability vision will be of great signifi-
cance for the future competitiveness of
your company. Product and market strate-
gies, purchasing and production: much or
maybe everything can and will change in
the next few decades in order to meet the
requirements of environmental protection,
global justice and economic sense, which
the sustainability vision entails. We hope
that you will succeed in this process and
wish you well.

Checklist:

¢ Discuss the significance of the issue
of sustainability and its impacts on your
company with management.

* Organise a working team and a kick-
off workshop.

e Conduct a sustainability check at
your company.

* |dentify targets, plan measures and
choose key data for target control and
documentation in the report.

¢ Decide on a suitable structure of your
sustainability report.

* Formulate readable texts and coor-
dinate them internally.

* Organise the assumption of respon-

sibilities resulting from the sustainability

concept for your company beyond the
report itself.
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The International
Network for
Environmental
Management (INEM)

The International Network for Environ-
mental Management e.V. (INEM), found-
ed in 1991, is the world federation of non-
profit national business associations for
environmental management with about 30
member associations and cleaner produc-
tion centres in 25 countries.

INEM’s goals are to increase the number
of environmentally managed companies;
assistin particular small and medium-sized
enterprises (SMEs) in implementing envi-
ronmental management; improve the qual-
ity of environmental management; and
transfer environmental management
know-how from business and industry to
other sectors of society. In addition, INEM
strives to help develop a macro-economic
framework that favours environmentally
managed companies.

INEM promotes and disseminates envi-
ronmental management through the es-
tablishment of national business associa-
tions world-wide and organises interna-
tional cooperation among the member
associations. INEM carries out projects,
conferences, workshops and train-the-
trainer seminars and develops and dissem-
inates implementation aids for the praxis
(e.g. Blueprint for Green Management,
Eco-mapping, EMAS Tool Kit for SMEs, The
INEM Sustainability Reporting Guide). A
comprehensive website makes much of
INEM’s knowledge and experience availa-
ble to the world business community.

INEM is the oldest and largest associa-
tion of its kind world-wide.

As an environmental and development
organisation with business expertise, INEM
favours SMEs and solutions that preserve
the local identity in partner countries.

On the occasion of its 10th anniversary,
INEM organised the international confer-
ence "Business Opportunities arising from
an innovative Development Policy” in Oc-
tober 2001 in Berlin in cooperation with
its German member association, The Ger-
man Environmental Management Associ-
ation (B.A.U.M. e.V.), B.A.U.M. Consult
and the Aachener Foundation Kathy Beys.
The conference was designated as INEM's
6th International Industry Conference on
Sustainable Development (IICSD). Previous
[ICSDs were held in Rio de Janeiro (1992),
Tokyo (1993), Harare (1994), Libeck
(1995) and Gdansk (1997).

INEM is accredited to the United Nations
Commission on Sustainable Development
(CSD) and United Nations Framework Con-
vention on Climate Change (FCCC) and
holds consultative status with the United
Nations Industrial Development Organisa-
tion (UNIDO) and the Baltic Marine Envi-
ronmental Protection Commission (HEL-
COM). INEM is also a Liaison A member of
the ISO Technical Committee on Environ-
mental Management (ISO/TC 207), which
is developing international standards for
environmental management systems, en-
vironment auditing, eco-labelling, life cy-
cle analysis, and environmental perform-
ance evaluation.
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Addresses

Chairman:

Dr. Georg Winter

INEM e.V.

Osterstrasse 58

20259 Hamburg
Germany

Tel.: +49-40-4907-1600
Fax: +49-40-4907-1601
Email: info@inem.org
Internet: www.inem.org

The INEM Network

Austria

Bundesweiter Arbeitskreis fur
umweltbewuBtes Management
Lothringerstrasse 12

1030 Vienna

Tel.: +43-1-710-6176

Fax: +43-1-77498-4810

Email: office@baum.or.at

Internet: www.baum.or.at

Contact: MAS Hans Glnter Plescher

Belarus
Belarusian Association for

Environmental Management

c/o Belarusan Polytechnical Academy

Ecology Department

65, Skaryna Avenue
220027 Minsk

Tel.: +375-172-399-129
Fax: +375-172-313-049

Email: dorozhko@ecodept.unibel.by

Contact: Dr. Sergey Dorozhko

Executive Director:

Mr. Gergely Toth

INEM e.V.

Munkécsy Mihély u. 16

1063 Budapest

Hungary

Tel.: +36-1-473-2290

Fax: +36-1-473-2291

Email: gergelytoth@mail.neti.hu

Internet: Www.inem.org

Belgium

Association Belge des Eco-conseillers et Conseill-
ers en Environnement

35 Rue van Elewijck

1050 Brussels

Tel.: +32-2-644-9669

Fax: +32-2-644-9420

Email: hwengel@skynet.be

Internet: users.skynet.be/hwengel

Contact: Mr. Heinz-Werner Engel

Brazil

Sociedade de Incentivo e Apoio

ao Gerenciamento Ambiental

Rua do Russel, 426 segundo andar Gloria
22210-010 Rio de Janeiro, RJ

Tel.: +55-21-555-8364

Fax: +55-21-205-5538

Email: siga@domain.com.br

Contact: Prof. Dr. Dalia Maimon
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Czech Republic

Czech Environment Management Center
Jevanska 12

10000 Prague 10

Tel.: +420-2-628-0957

Fax: +420-2-7477-5869

Email: cemc@cemc.cz

Internet: www.cemc.cz

Contact: Mr. Jiri Student

Czech Cleaner Production Centre
Boticska 4

12800 Prague 2

Tel.: +420-2-2492-0265
Fax: +420-2-2492-0128
Email: christianova@cpc.cz

Internet: www.cpc.cz
Contact: Dr. Anna Christianova

Estonia

Estonian Institute for Sustainable Development
P.O. Box 160

0090 Tallinn

Tel.: +372-2-601-844

Fax: +372-2-440-982

Email: olavi@seit.ee

Internet: www.seit.ee

Contact: Mr. Olavi Tammenmae

Germany

Bundesdeutscher Arbeitskreis

fur umweltbewusstes Management
Osterstrasse 58

20259 Hamburg

Tel.: +49-40-4907-1100

Fax: +49-40-4907-1199

Email: info@baumev.de

Internet: www.baumev.de
Contact: Dr. Maximilian Gege

Greece

INEM Hellas

36, Eleon Street

14564 N. Kifissia

Tel.: +30-1-620-5650

Fax: +30-1-620-0917

Email: L.bouklis@attglobal.net
Contact: Mr. Labros Bouklis

Hungary

Kornyezettudatos Vallalatiranyitasi Egyesilet
Munkécsy Mihély u. 16

1063 Budapest

Tel.: +36-1-473-2290

Fax: +36-1-473-2291

Email: haver@mail.neti.hu

Internet: www.kovet.hu

Contact: Mr. Balazs Haver

Ireland

Irish Productivity Centre

5, Blanchardstown Corporate Park
Blanchardstown

Dublin 15

Tel.: +353-1-822-7125

Fax: +353-1-822-7116

Email: norbertg@ipc.ie

Internet: www.ipc.ie
Mr. Norbert Gallagher

Irish Environment and Business Association
11 Parsons Lodge

Maynooth, Co. Kildare

Tel.: +353-1-628-6835

Fax: +353-1-628-6835

Email: environassoc@esatclear.ie

Contact: Mr. Robert Rowan

Israel

Israel Economic Forum for the Environment
6, Halamed Heh Street, 53403 Givatayim
Tel.: +972-3-573-2750

Fax: +972-3-573-2750

Email: ecoforum@netvision.net.il

Contact: Mr. Samuel Chayen
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Jordan

Friends of Environment Society
P.O. Box 84 07 95

11184 Amman

Tel.: +962-6-5514-430

Fax: +962-6-5514-431

Email: foes@nets.com.jo

Internet: www.jnefi.foe.jo
Contact: Mr. Raouf Dabbas

Latvia

Latvian Pollution Prevention Center
Dzirnavu iela 140-118

1050 Riga

Tel.: +371-720-4118

Fax: +371-720-4118

Email: Ippc@lppc.lv

Internet: www.lppc.lv
Contact: Mr. Janis Plavinskis

Lithuania

Environmental Management
and Auditing Institute
Domininkonu 4

2001 Vilnius

Tel.: +370-2-625-871

Fax: +370-2-625-871
Email: avai@ktl.mii.lt

Contact: Dr. E.S. Davidavicius

Institute of Environmental Engineering
K. Donelaicio 20-307

3000 Kaunas

Tel.: +370-7-224-655

Fax: +370-7-209-372

Email: jurgis.staniskis@apini.ktu.lt

Contact: Prof. Jurgis Staniskis

Malaysia

Environmental Management &
Research Association of Malaysia

20A Jalan SS2/72, 47300 Petaling Jaya
Selangor Darul Ehsan

Tel.: +60-3-717-7588

Fax: +60-3-717-7596

Email: ensearch@tm.net.my

Internet: www.ensearch.org
Contact: Prof. Nordin Hasan

Poland

Polish Forum ISO 14000 — INEM Polska
ul. Chmielna 15 pk. 204

00 021 Warsaw

Tel.: +48-22-827-0063

Fax: +48-22-827-0063

Email: forum@inem.pl

Internet: www.inem.pl
Contact: Mr. Marek Wasowicz

Russian Federation

Institute of Natural Resources Management
Office 218, 34, B. Cheroymushkinskaya st.

117259 Moscow

Tel.: +7-095-120-2459
Fax: +7-095-124-9553
Email: inrm@imce.ru
Internet: inrm.imce.ru

Contact: Dr. Aleksej E. Ignatiev

Slovak Republic

Association of Industrial Ecology in Slovakia

Drienova 24

82603 Bratislava

Tel.: +421-7-4333-0833
Fax: +421-7-4829-7546

Email: mail@aspek.sk
Contact: Mr. Andrej Soltes
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Slovak Cleaner Production Centre
Pionierska 15

83102 Bratislava

Tel.: +421-7-4445-4328

Fax: +421-7-4425-9015

Email: sccp@cpz.sk

Internet: www.cpz.sk
Contact: Dr. Viera Feckova

Spain

Sociedad Publica de Gestion Ambiental
Ibanez de Bilbao 28 8a planta

48009 Bilbao

Tel.: +34-94-423-0743

Fax: +34-94-423-5900

Email: info@ihobe.es

Internet: www.ihobe.es

Contact: Mr. Ander Elgorriaga

Sweden

Néringslivets Miljochefer
Fleminggatan 7

10420 Stockholm

Tel.: +46-8-657-1235

Fax: +46-8-653-3193

Email: anne.ortegren@ene.af.se

Internet: www.nmc.a.se

Contact: Ms. Anne Ortegren

Switzerland

Schweizerische Vereinigung fur

6kologisch bewusste Unternehmungsfihrung

Obstgartenstr. 28

8035 Zurich

Tel.: +41-1-364-3738

Fax: +41-1-364-3711

Email: hildesheimer@oebu.ch
Internet: www.oebu.ch
Contact: Ms. Gabi Hildesheimer

Taiwan

Taiwan Environmental Management Association

237 Fuhsing S. Road, 10F-15, Sec 2
Taipei

Tel.: +886-2-2784-4261, ext 111
Fax: +886-2-2784-4016

Email: chius@ema.org.tw

Internet: www.ema.org.tw
Contact: Dr. Shen-yann Chiu

Tanzania

Cleaner Production Centre of Tanzania
Msasani Rd., P.O. Box 23235

Dar es Salaam

Tel.: +255-51-688-105

Fax: +255-51-668-147

Email: cpct@udsm.ac.tz
Contact: Prof. C.L.C. Migiro

United Arab Emirates

Zayed International Prize for the Environment

P.O. Box 28399

Dubai

Tel.: +971-4-332-6666

Fax: +971-4-332-6777

Email: zayedprz@emirates.net.ae

Internet: zayedprize.org.ae
Contact : Dr. Eisa M. Abdellatif

United Kingdom

Engineering Employers Federation
East Midlands Association
Barleythorp

Oakham, Rutland LE15 7ED

Tel.: +44-1572-723-711

Fax: +44-1572-757-657

Email: richard.putnam@eef-eastmids.org.uk

Internet: www.eef.org.uk/eastmids
Contact: Mr. Richard Putnam




The Institut far
6kologische Wirtschafts-
forschung (IOW)

{Institute for Ecologic Economy Research}
has a long experience of elaborating and
assessing application-oriented and scientific
concepts for political, social and business
actors. The Institute was founded in 1985 as
a non-profit limited company by scientists
with a commitment to environmental poli-
cies. Its central goal was and has been ever
since the integration of environmental is-
sues into economics and the development
of methods, instruments and models to
make the conditions set by the political
framework and economic viabilities com-
patible with environmental concerns.

IOW's field of research ‘Environmental
Company Policies’ has contributed to the
development of environmental manage-
ment and environmental controlling in
Germany since 1987. Particular public at-
tention was gained with the ‘Ranking of
Environmental Reports’, which has been
carried out biannually in cooperation with
the business association future e.v., an
environmental initiative of entrepreneurs
since 1994.

The Institute has clients and sponsors in
a variety of social areas: regional and local
authorities, companies, associations and
foundations. International projects and
cooperations in the European Union and
United Nations framework are gaining
more and more importance.

Institut fur 6kologische Wirtschaftsforschung
(1IOW), Potsdamer Str. 105,

10785 Berlin, Tel.: +49-30-884594-0,

Fax: +49-30-8825439,

Internet: www.ioew.de

Internet Ranking of the environmental reports:

www.ranking-umweltberichte.de

The imug Institut
fir Markt-Umwelt-
Gesellschaft

{Institute for Market, Environment, So-
ciety} is a practice-oriented research insti-
tute at Hanover University operating in the
legal form of a registered association since
its foundation in 1991. Its scientific work
is to promote socially and environmentally
responsible action of all those who make
or influence economic decisions. Imug’s
research interest focuses on the question
of how to best account for social and en-
vironmental concerns in market process-
es. Improved communications and inter-
action on markets and in society are the
prominent features of the strategies fa-
voured by imug in its quest for solutions.

Imug has made a particular mark in Ger-
many by developing and popularising the
concept of ‘company tests’.

The findings of imug’s corporate respon-
sibility research can equally be made use
of for purposes of consumer information
and ethical or socially responsible invest-
ments (SRI).

Imug receives financial support from the
Theodor-Lessing-Stiftung, a scientific foun-
dation promoting ethical economic re-
search. Additonal funding stems from
project-related revenues.

imug Institut far Markt-Umwelt-Gesellschaft,
Escherstr. 23, 30159 Hannover,

Tel.: +49-511-91115-0,

Fax: +49-511-91115-95,

Internet: www.imug.de

Internet company tests:

www.unternehmenstest.de




The Contribution of Small and
Medium-sized Enterprises to
the History of Environmental
and Sustainable Management

The basic idea of sustainability was al-
ready established in forestry in the last cen-
tury. The principle was that forest growth
and forest cutting had to be kept in bal-
ance, so that every generation of forest
owners can earn a reasonable living from
the forest. It was not unusual for the time
interval between planting and felling to be
70 years or more. Each generation had a
sense of responsibility for the economic
existence of future generations, too.

There are many companies which have
been in existence for a hundred years or
more, because each generation of owners
was thinking not only of maximising short-
term profits, or of increasing shareholder
value, but of the economic situation of
future generations. That is why sustaina-
bility has always been widespread among
company owners, more than in almost any
other professional group.

The first stimuli for systematic environ-
mental company management, going be-
yond the requirements of merely comply-
ing with legislation, came from company
owners and managers themselves. These
ideas were later taken up by the academ-
ics, by standardisation bodies and by leg-
islators.

Some of the companies which led the
way were small and medium-sized enter-
prises. That may encourage all those small
and medium-sized companies which are
currently wondering whether or not to
work towards sustainable management
and sustainability reporting.

An example of such a company is Ernst
Winter & Sohn GmbH & Co, whichin 1972

officially made environmental protection
one of its corporate goals. Over the years
up to 1985, the company developed the
Integrated System of Environmental Man-
agement, which systematically incorporat-
ed all sectors of the company - including
environmental product and process devel-
opment, waste management (recycling,
disposal), environmental raw materials pro-
curement, environmental education for
staff (apprentice and adult training and re-
training), environmental counselling in em-
ployees’ households, environment officers,
committees and suggestion schemes, an
environmental information and invention
exchange system. In addition, the compa-
ny engaged in activities going beyond the
scope of its business purposes, such as
active involvement in citizens’ action
groups for clean air, and the organisation
of a trade fair on environmentally relevant
inventions.

The resulting experience was input into
BAUM (German Environmental Manage-
ment Association), which was established
by business people in 1984, and in 1987 it
was published in the form of the first in-
ternational manual on the subject. In 1978,
the company magazine published the fol-
lowing article by Dr. Georg Winter under
the heading “Environmental Protection as
a Business Responsibility”; this demon-
strates how many aspects of sustainability
were already an issue for small and medi-
um-sized companies back in the 70s.



Original article from the company

magazine of a medium-sized company

from the year 1978.

Environmental
protection as a business
responsibility

Technical civilisation has already de-
stroyed a great deal of the natural envi-
ronment. Air, water, soil and flora and
fauna are beginning to lose their biologi-
cal viability. Human health and life are
under threat.

That is why it is up to all the public au-
thorities and private institutions to include
in their goals the maintenance of a healthy
environment. That applies to govern-
ments, administrative authorities and po-
litical parties, churches, educational insti-
tutions and the mass media, and also to
consumer organisations, industry associ-
ations and trade unions.

The management of every individual
company is responsible for strict compli-
ance with the relevant legal regulations
for protection of the environment. In or-
der to avoid distortion of competition, all
legislative and administrative bodies at EU,
Federal and Land level should ensure that
the companies competing in a given mar-
ket are not subject to different degrees of
strictness in environmental legislation.

Management of companies should
check systematically whether it can also
take action for protection of the environ-
ment on a voluntary basis, i.e. take meas-
ures which go beyond those required by
legislation and regulations.

Voluntary environmental protection
measures should not only be taken when
they are neutral in terms of cost (e.g.
switching to raw materials which cost the
same, but which are more environment
friendly), if they lead to cost reduction (e.g.
programmes for savings in raw materials
or energy), or if they are beneficial to sales
volume as well as to the environment (e.g.
promotion of particularly environment
friendly product groups, which are thus
more promising for the future).

Such voluntary measures should also be
taken if they involve extra cost. However,
the limit to acceptance of such additional
cost burden is where the economic exist-
ence of the company and its staff is threat-
ened. Excessive environmental protection
measures may lead to bankruptcy and
hence to loss of the market to competi-
tors, who may completely neglect envi-
ronmental protection.

The attention of company management
must not be limited to the specific indus-
trial environmental protection measures
of today. Management must also join in
the fundamental discussion on the glo-
bally intermeshed problems of industrial-
isation, population growth, malnutrition,
scarcity of raw materials, and destruction
of the environment. This will enable it to
identify development trends for medium-
and long-term development, and at the
same time make contributions from the
company's specific expertise to help make
the world of the future a better place to
live in.

The responsibility of company manage-
ment for environmentally acceptable ac-
tion is expressed in Article 14, para. 2 of
the German Constitution, which states
that the ownership of property entails ob-



ligations to society. Like any other prop-
erty, ownership of industrial companies
involves a duty on the part of the owner
(and for managers acting on the owner’s
behalf) to pay due respect to the general
good, and that includes paying due re-
spect to a healthy environment.

The responsibility for environmentally
acceptable behaviour is also rooted in the
properly understood philosophy of run-
ning a business. Businesspeople are peo-
ple who work for the interests of their own
business, while at the same time they make
it their business to do what is necessary
for society as a whole. And what is neces-
sary today, by contrast with the period of
reconstruction after the war, is no longer
simply to supply the markets with goods
for people to buy, but to ensure that the
goods supplied, and their production, are
as positive as possible for the environment.

Owner/managers of family businesses
are well placed to work for the good of
the environment in forward-looking indus-
tries. Unlike Members of Parliament, who
are elected just for one parliamentary term,
owners of family companies do not have
to worry about not getting re-elected if
they take extensive environmental protec-
tion measures for the good of the next
generation.

In fact, there are many business per-
sonalities whose names are linked with
innovative achievements in environmen-
tal protection and nature conservancy. A
good example is Dr. Alfred Toepfer, who
played a major role in promoting the idea
of national parks, both in the Federal Re-
public of Germany and elsewhere in Eu-
rope.

The Winter company contributes to en-
vironmental protection in four ways:

1. Byintroducing more environmentally
favourable processes in the manufacture
of Winter products;

2. By making Winter products them-
selves more environmentally acceptable;

3. Bysupporting organisations dedicat-
ed to environmental protection and na-
ture conservancy;

4. By promoting environmental aware-
ness in business associations and in em-
ployees of the Winter Group.

Winter's Management Board has ap-
pointed an Environment Officer, whose
responsibility it is to ensure that environ-
mentally appropriate behaviour is prac-
tised in all areas of the Winter Group. The
Environment Officer reports directly to top
management. This relationship under-
scores the priority attached by Winter to
environmental protection in the frame-
work of business target setting.



Addresses of the Publishers

* International Network for

Environmetal Management (INEM),
Osterstrasse 58, 20259 Hamburg, Germany
Tel.: +49-40-4907-1600,

Fax: +49-40-4907-1601,

Internet: www.inem.org

e Institut fur 6kologische Wirtschafts-
forschung (IOW), Potsdamer Str. 105,
10785 Berlin, Tel.: +49-30-884594-0, Addresses of the Pilot Companies
Fax: +49-30-8825439,

Internet: www.ioew.de

Internet Ranking of the environmental reports:

www.ranking-umweltberichte.de

e imug Institut far Markt-Umwelt-Gesells-
chaft, Escherstr. 23, 30159 Hannover, * Gundlach Firmengruppe, Am Holzgraben 1,
Tel.: +49-511-91115-0, 30161 Hannover, Tel.: 0511-3109-0,

Fax: +49-511-91115-95, Fax: 0511-3109-301,

Internet: www.imug.de Internet: www.gundlach-bau.de

Internet company tests:

www.unternehmenstest.de

Addresses in the Internet

* Project Sustainability Reporting:
www.nachhaltigkeitsberichte.net « Otto Versand GmbH & Co,
Wandsbecker Str. 3-7, 22172 Hamburg,
Tel.: 040-6461-8430, Fax: 040-6461-7198,

Internet: www.otto.de

e German Federal Environment Foundation:
www.dbu.de

* Global Reporting Initiative (GRI):
www.globalreporting.org

e SustainAbility Ltd.:

www.sustainability.co.uk

* Weleda AG, Postfach 1320, 73503
Schwabisch Gmdiind, Tel.: 07171-919-414,
Fax: 07171-919-424,

Internet: www.weleda.de

¢ Wilkhahn Wilkening+Hahne GmbH+Co,
Postfach 2035, 31844 Bad Munder,
Tel.: 05042-999-0, Fax: 05042-999-226,

Internet: www.wilkhahn.com




The International
Network for
Environmental
Management (INEM)

The International Network for Environ-
mental Management e.V. (INEM), found-
edin 1991, is the world federation of non-
profit national business associations for en-
vironmental management with about 30
member associations and cleaner produc-
tion centres in 25 countries.

INEM’s goals are to increase the number
of environmentally managed companies;
assist in particular small and medium-sized
enterprises (SMEs) in implementing envi-
ronmental management; improve the qual-
ity of environmental management; and
transfer environmental management
know-how from business and industry to
other sectors of society.

Activities:

e Support and promote networking
among member associations

e Act as a clearninghouse for methods
and instruments of environmental best
practice, training and know-how

* Organise and coordinate conferenc-
es, seminars, experience exchanges and
know-how transfer

* Publish case studies, guidelines, tools,
manuals and reports, plus facilitate trans-
lation and dissemination of such publica-

tions

Internafional Metwrork for
Ewvltantnental Mandygs ment

THE WORLD FEDERATION OF NATIONAL ASSOCIATIONS FOR ENVIRONMENT MANAGEMENT

Osterstrasse 58

20259 Hamburg, Germany
Tel.: +49-40-4907-1600
Fax: +49-40-4907-1601
Email: info@inem.org
Internet: www.inem.org



