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Summary

Environmental Management Systems (EMSs) are based on a principle of
continuous improvement and it is possible to become EMS-certified without
fulfilling any given level of environmental performance beyond legal
compliance. Thus, in principle companies with a poor environmental
performance can be EMS-certified and just make tiny improvements every
year in order to fulfil the standard because it is not necessary to fulfil any
minimum requirements or criteria as far as actual environmental performance
is concerned. A certificate does thus not reflect that a certain level of
performance has been achieved but only that appropriate management
practices have been used in a systematic manner.

This aspect has been criticised by several organisations, resulting in an focus
on attempting to transform EMAS into a system of excellence, meaning that a
certain environmental performance level above legal requirements, must be
required in order to obtain an EMAS certification.

The purpose of this report has been to:

¢ Review existing approaches, practices and guidelines in the field of
corporate environmental reporting (especially GRI) with a special
focus on quantitative environmental indicators allowing comparisons of
the performance of different organisations/companies.

¢ Discuss the possibilities of using quantitative and qualitative indicators
in the comparison of companies as well as benchmarking options. GRI
reports are used to discuss and illustrate possible problems.

o Develop a set of indicators, based on the review as well as the
discussion, which could be used in the context of the EMAS revision.
The indicators are supplemented with a discussion of the preconditions
necessary to produce and use meaningful key environmental
performance indicators, that does not compromise fair
trading/comparison.

In the review several approaches/practises have been examined:

e Benchmarking indicators used by investment research companies
Defra Environmental KPIs (Defra: The Department for Environment,
Food and Rural Affairs, United Kingdom Government).

OECD Key Environmental Indicators
The European Pollutant Emission Register (EPER)
The Global Reporting Initiative (GRI)

It was concluded that the Global Reporting Initiative has potentials in terms of
creating comparable figures, thus, environmental reports based on the GRI
were investigated in detail in order to use the experiences from this review in
developing key performance indicators. GRI reports within different sectors
(1. Banks, 2. Construction & Building materials and 3. Household Goods &
Textiles) were chosen for the review.

Furthermore, several different environmental reports (including non-GRI
reports) were reviewed in order to locate data that could be used for



establishing baseline and excellence levels associated to specific environmental
impacts within the three investigated sectors.

The conclusions were that:

e Even between GRI reports within the same sector it is practically
impossible to compare the environmental performance of two different
companies, unless extensive further calculations were performed. The
main problems were different reporting formats as well as a lack of
sufficient background information related to the data reported.

Based on the review and analysis of sustainability reports, a procedure for
developing comparable environmental performance indicators,useful for
benchmarking, has been described. This procedure has been used for
developing three key performance indicators - two within the financial sector,
and one within the cement-producing sector. The three developed indicators
are judged to be useful as comparable indicators, however pilot studies are
needed in order to learn whether it is practically possible for the companies to
report in the suggested format.

A scaling and rating system of how the key performance indicators should be
used in practise in EMAS has been suggested. The scaling system should be
regarded as an example of what is possible, and should be discussed by the
stakeholders involved, before being developed further.

In short the scaling system used within EMAS could be carried out as follows:
¢ A maximum of four environmental key performance indicators are
developed for each sub-sector. The four indicators should represent
the most relevant environmental issue for this sub-sector and these
environmental issues are of course different from sub-sector to sub-
sector.

e For each indicator a scaling system consisting of three levels (for
simplicity — more levels could of course be used) is established. The
baseline level represents the level where approximately 75% of the
companies potentially can apply.The figures used to establish baseline
and excellence levels in this report are primarily fictive.

e The scores are converted to a total score for all (max.) four
environmental indicators. We have used the approach of a simple
average, but weighting between the four environmental indicators
could also be a possibility, however this is not done within this study.

o On the basis of the total score, the company is assigned for an EMAS
A, B or C level.

The main conclusions and recommendations of the project are:

e Qualitative indicators are informative and can be used for
benchmarking on general or systemic aspects, but may also work well
in combination with quantitative indicators. However, they cannot be
used to determine the actual level of performance in detail.

e |tis possible to develop comparable environmental indicators;
however, they should be quantitative and be developed on a sub-
sector level.

e The task of developing useful and fair key performance indicators is
complex.

e The level of detail required in terms of reporting on comparable
environmental indicators is relatively high, though varying between
sub-sectors.



Within each sub-sector concerns should be made in order to
determine whether the required level of details, makes it unreasonable
to develop quantitative indicators useful for benchmarking.

Future studies involved in developing comparable indicators within
sub-sectors should focus on maximum four important environmental
impacts associated with a given product or service.

Future studies should focus on gathering knowledge regarding
whether it is practical possible for the companies to report in the
suggested way (e.g. in the form of pilot studies).

Studies related to gathering information necessary to establish realistic
baseline — excellence level within the specific sub-sectors are needed.
It is possible to use comparable environmental indicators as an
element to transform EMAS into a system of excellence, however it
might not be possible for all sub-sectors to develop quantitative
comparable indicators necessary for achieving an EMAS A, B or C
certification.



1 Introduction

1.1 Background
1.1.1 Today’s Environmental Management Systems

Environmental Management Systems (EMSs) are based on a principle of
continuous improvement and it is possible to become e.g. ISO 14001 certified
without fulfilling any given level of environmental performance beyond legal
compliance. So in principle companies with a poor environmental
performance can be certified according to e.g. ISO 14001 and just make tiny
improvements every year in order to fulfil the standard because it is not
necessary to fulfil any minimum requirements or criteria as far as actual
environmental performance is concerned. A certificate does thus not reflect
that a certain level of performance has been achieved but only that
appropriate management practices have been used in a systematic manner.

A former Secretary General from ANEC - the European consumer voice in
standardisation — states: “At the moment, the EMS standards are so weak that
almost anyone can apply to them and claim to be acting in an environmentally
friendly way without actually changing much in their business practise”
(ANEC, 2003).

According to the PERFORM project on Sustainability Performance
Benchmarking (Sorell et al, 2005) there seems to be a positive significant
difference in the environmental performance between EMS and non-EMS
companies, but only for some sectors and for a few indicators. The study
therefore concludes that the analysis provides no clear evidence that
producers with an EMS have a “better” environmental performance.

Having an EMS certification is, however, seen as a positive characteristic with
regard to the environmental performance of the company. EMS certifications
are for example used as a positive indicator in green procurement in the
public sector.

It is therefore relevant to ensure a minimum level of environmental
performance for the companies which are to obtain an EMS certification. In
this way it will be more “correct” to view the EMS certification as a positive
characteristic with regard to the environmental performance of the company.

This lack of absolute requirements is the basic premise of e.g. the ISO 14001
EMS standard and will also become the premise of the up-coming guideline
on social responsibility — 1ISO 26000 standard — which will encompass
guidelines on social, ethical and environmental aspects of sustainability.

Absolute minimum requirements based on internationally recognised UN and
ILO conventions have been proposed within the field of social responsibility,
as reflected in the standard SA 8000. Something similar could be useful in the
environmental field where it would be relevant to have a set of minimum
performance requirements, a set of reporting requirements and a set of



adequate benchmarks. The requirements can be set for both product and
company performance.

Product performance has been the subject of e.g. Eco-label schemes, whereas
process or site performance has been treated in e.g. the pan-European — so-
called BREF documents’ (BAT Reference Documents), but a comprehensive
and interrelated set of requirements, criteria and benchmarks has not been
developed.

The European Environmental Bureau (EEB) and the European consumer
voice in standardisation (ANEC) express their concerns and their views on
Environmental Management Systems such as ISO 14001 and EMAS in a
joint position paper. The major points of criticism were:
e The lack of differentiation of organisations due to the fact that both
the front runner and the heavy polluter can qualify for certification.
e The absence of any substantive minimum performance requirements
beyond legal compliance.
e Inadequate (for EMAS) or missing (ISO 14001) reporting
requirements and benchmarks.
e No evidence of actual environmental performance improvement.

The conclusions of this paper are that there is little evidence to suggest that
the adoption of an EMS can be viewed as an environmental performance
boost, and that the following measures should be considered to make the
instrument more substantive (only some of the measures mentioned are
listed):

¢ EMS standards must contain a clear obligation to comply with legal
provisions.

e Continual improvement of environmental performance has to mean a
measurable reduction of environmental burdens and resource
consumption.

e Key environmental performance indicators, which allow for comparison
between different organisations by using appropriate references for
normalisation, shall be developed.

e  The number of indicators suitable for comparisons and benchmarking will
have to focus on a (very) limited number of key performance aspects (and
ignore many other aspects).

e The indicator approach should be complemented by minimum
performance requirements, going beyond legal compliance, which
need to be defined at the sector level.

e Minimum performance levels based on the state-of-the-art shall be
defined.

e Detailed reporting requirements should be established allowing the
reader to understand how good the environmental performance is.
Levels of excellence need to be defined.

e Whilst a strengthening of the product dimension is much appreciated,
the EMAS and Eco-label systems need to be clearly separated, not
precluding the use of synergies between both systems. EMAS logos
should not be used on products (ANEC/BEUC/ECOS/EEB, 2006).

' IPPC Reference Document on Best Available Techniques. European Commission,
Integrated Pollution Prevention and Control (IPPC).



1.1.2 The EVER study

As part of the normal legislative process, the EMAS Regulation is in a revising
process. In the framework of the revision, the European Commission had
contracted out an external evaluation study on the performance of EMAS and
the Eco-label schemes (Evaluation of EMAS and Eco-label for their Revision
— the so-called EVER study). The final report of the study was published in
December 2005 (EVER, 2005).

The EVER study proposes options and recommendations for the revision
process. One of the highlighted options for the EMAS scheme is to transform
the EMAS system into a truly and widely recognised “‘standard of excellence”.
This should be carried out by defining and using Key Performance Indicators
(KPIs) in order to stimulate a higher attention to performance and to enhance
benchmarking between competitors. The KPIs are to be identified and
created by different working groups under the European Commission and
should be sector-specific. Companies operating in different sectors would
then be asked to measure their performance on the basis of the different KPIs
(e.g. global warming, ozone depletion, energy saving etc.) and publish them in
their environmental statement.

The EVER study suggests to use the BREF documents or the EU Ecolabel
criteria as the basis for creating the different KPIs. Finally, the EVER study
suggests to set a requirement for the EMAS registered organisations of a
certain minimum improvement — e.g. to improve a minimum number of
KPIs. This will ensure that the organisations must pursue continuous
improvements (EVER, 2005). This will send future EMS in the direction of a
system that promotes benchmarking between companies.

1.1.3 Going beyond EMS

The Consumer Council at the Austrian Standards Institute commissioned a
study carried out by FORCE Technology, Denmark, in 2006 entitled: “Going
beyond EMS”. The basic idea behind this study was to develop an alternative
to the shallow management system approach by establishing generic, global
minimum requirements for environmental performance of companies
complemented by a set of higher level sectoral requirements. In the study this
was demonstrated by using the textile industry as an example.

The purpose of the study was merely to show the principle of a possible
approach. For this reason a limited number of environmental parameters and
requirements were developed. In total, 20 requirements were developed on a
general global level and 33 requirements on a sector level for the textile
industry. The requirements covered the following aspects:

e General principles

e Air emissions

e Liquid effluents

e Waste

¢ Noise

e Consumption of energy in production

e Consumption of water in production

e Hazardous and harmful substances

e Consumption of water, energy, etc. by products (only on sector level)

e Product quality (only on sector level)
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The study report contains some suggestions for reporting including the use of
normalised relative data (such as MJ per product or kg output) but this aspect
is not dealt with in detail.

In this previous study examples of quantitative environmental requirements
for companies having environmental management systems are developed on
both a general level and on a sector level, but it is commented that the general
indicators preferably should be benchmarked against levels within the specific
sector. (FORCE Technology, 2006).

1.1.4 EMAS reporting requirements

According to the EMAS regulation, organisations are obliged to produce an
environmental statement2. The minimum requirements for the environmental
statement include, amongst other elements, an obligation to report on
environmental performance:

“a summary of the data available on the performance of the organisation
against its environmental objectives and targets with respect to its significant
environmental impacts. The summary may include figures on pollutant
emissions, waste generation, consumption of raw material, energy and water,
noise as well as other aspects indicated in Annex VI. The data should allow
for year-by-year comparison to assess the development of the environmental
performance of the organisation” (Reg. No. 761/2001, annex Ill, 3.2 (g)).

The organisation is encouraged to use performance indicators in their
reporting of environmental performance and criteria for the reporting of such
indicators have been defined (cf. Reg. No. 761/2001, annex IlI, 3.3).
According to the EMAS regulation, indicators should:
e give an accurate appraisal of the organisations performance
e be understandable and unambiguous
e allow for year on year comparison to assess the development of the
environmental performance of the organisation
o allow for comparison with sector, national or regional benchmarks as
appropriate
¢ allow for comparison with regulatory requirements as appropriate.

A guidance document has been produced concerning the selection and use of
performance indicators3. The guidance document encourages the
organisation to report - not only absolute values of environmental impacts -
but also indicators based on normalisation. Furthermore, it is recommended
that organisations take their point of departure in ‘common standards’ set by
for instance research, trade associations, non-governmental organisations,
local, national or regional governments in order to allow for benchmarking.
Some of the listed examples of indicators are:

e Electricity (mWh)/employee

e Paper consumption (kg)/employee

e Travel (km)/employee

2 REGULATION (EC) No 761/2001 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

of 19 March 2001 allowing voluntary participation by organisations in a Community eco-management
and audit scheme (EMAS).

® COMMISSION RECOMMENDATION of 10 July 2003 on guidance for the implementation of Regulation
(EC) No 761/2001 of the European Parliament and of the Council allowing voluntary participation by
organisations in a Community eco-management and audit scheme (EMAS) concerning the selection and
use of environmental performance indicators.
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However, the suggested examples of performance indicators do not take into
account the problems raised in this report.

1.2 Purpose
The purpose of this study is:

To critically review existing approaches, practices and guidelines in the field
of corporate environmental reporting (especially GRI) with a special focus on
quantitative environmental indicators allowing comparisons of the
performance of different organisations/companies (i.e. relative indicators and
concentrations based emission levels).

To discuss the possibilities of using quantitative and qualitative indicators in
the comparison of companies as well as benchmarking options. GRI reports
will be used to discuss and illustrate possible problems related to how detailed
a sector level is required in order to be able to have a meaningful comparison
of their environmental performance. Furhermore the possibilities of
introducing scales or grades, which allow for a differentiation between best,
good and not so good environmental performers with EMAS certification will
be discussed.

To develop a set of indicators, based on the review as well as the discussion,
which could be used in the context of the EMAS revision. The indicators will
be supplemented with a discussion of the preconditions necessary to produce
and use meaningful key environmental performance indicators.

To prepare recommendations regarding further work which may need to be
carried out.

It must be emphasized that one important prerequisite for developing
comparable indicators, useful in benchmarking, is that they must represent a
fair comparison. If they do not, companies would not use them and the idea
of benchmarking on environmental indicators would weaken.
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2 Review of existing approaches and
guidelines

An Internet search has been performed in order to find information about
different systems for reporting on environmental key performance indicators
(KPIs) and benchmarking between the environmental performances of
companies.

A number of different systems for reporting environmental indicators exist.
Some of them e.g. the European Benchmarking Indicators developed by the
Netherlands Environmental Assessment Agency” are, like the OECD
indicators, developed to benchmark between countries and not between
companies, meaning that the indicators are normalised according to the
country (for example CO, emissions per capita) instead of e.g. per product.
Therefore, all these environmental indicator systems will not be described in
this report — the OECD indicators will, however, be described briefly as an
example of this type of environmental indicators.

The European Environment Agency (EEA) has developed a set of
environmental indicators to monitor Europe’s environment. These indicators
have, among other things, been developed to streamline EEA’s contribution to
other European or global indicator initiatives such as OECD environment
indicators. The EEA indicators are used to follow the environmental
performance of Europe (as a total) on several aspects. Again this is on a much
higher level which cannot be used for comparison between companies.

Similarly, a number of different systems exist for benchmarking on
responsible businesses. An example of this is the Business in the Community
(BITC) from the UK. Their Corporate Responsibility (CR) index is the UK’s
leading benchmark of responsible business, helping companies to integrate
and improve responsible business across their business and providing a
systematic approach to managing, measuring and reporting their impacts on
society and the environment. BITC also contains an Environment index®,
which assesses a company on everything from its environmental management
processes to its performance in key areas. However, this assessment does not
involve reporting of the severity of the environmental impacts or the exact
measurable impacts. The companies are given a total score depending on
their performance on several issues. With respect to the environment the
companies are judged according to which extent they measure, manage and
publicly report their key environmental impacts. They are not judged by
whether their impacts are high or low within their area. Benchmarking
systems of this type will therefore not be further described.

In this review the following approaches and guidelines will be reviewed:

* Found at
http://www.mnp.nl/en/publications/2006/EuropeanBenchmarklindicators.html.

® Found at

http://www.bitc.org.uk/take action/in_the_environment/getting_involved/the _environ
ment_index/index_participation.html
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¢ Benchmarking indicators used by social responsible investors.

o Defra environmental KPIs, which is a set of indicators developed for
all business areas in the UK.

e OECD key environmental indicators.

e European Pollution Emission Register (EPER)

e Global Reporting Initiative (GRI).

The main focus will be on the GRI standards which are the most developed
environmental indicators of the above.

2.1 Benchmarking indicators used by investment research companies

The market for Socially Responsible Investing (SRI) has grown during the
past decades. Socially Responsible Investing is an investment strategy which
combines the intentions to maximize both financial return and the ‘sustainable
performance’ of organisations. An SRI approach implies that stocks are not
only selected based on past and future expectations regarding the economic
performance of companies, but on a broader perspective including also their
ethical, social and environmental performance.

The sustainability research of stocks/companies is either performed by in-
house sustainability research departments or — more often — the research is
provided by independent investment research companies such as for instance
the US based KL D Research & Analytics, the UK based EIRIS or the Nordic
based GES Investment Services.

Different approaches are applied by the investment research companies
including:

e Negative screening where companies are excluded from the investment
universe if they are engaged in activities which violate defined values
(for instance producers of weapons, tobacco or other “controversial”
products or companies involved in serious or systematic violations of
internationally recognized conventions and norms).

o Positive screening where companies are (positively) selected for their
relative performance compared to others within the industry (best-in-
class).

e Shareholder activism where investors are engaging in an active
dialogue with the company, for instance through the presentation of
shareholder resolutions on annual general meetings with the aim of
pushing in the direction of sustainability improvements.

A review of some of the standardised questionnaires used by different
investment research companies® shows that the majority of indicators being
used are of qualitative character, addressing the commitment of the company
as demonstrated through environmental policies, management systems and
reporting practices’ (cf. some examples of questions in the textbox below).

® The companies serving the investment community with information about
companies’ ethical, social and environmental performance

" Company information gathered through standardised questionnaires used by
screening companies such as SAM (Sustainable Asset Management screening for the
Dow Jones Sustainability Indexes) and SIRI Group.

14



Examples of questions used in a standard questionnaire

Has your company adopted a corporate environmental policy? Coverage?
Have quantified environmental targets been defined for the whole company?
Please indicate how your environmental management system is
verified/audited/certified? And the percentage of total revenues
verified/audited/certified according to these systems?

Source: SAM Research, Corporate Sustainability Assessment Questionnaire, 2004

Some performance data are also being used such as energy consumption,
water use, direct GHG emissions, waste generation etc. However, these
figures are used to monitor trends (the development of indicators over time)
and relate them to reduction targets. Some examples of quantitative
environmental indicators are listed in the table below:

Indicator / Unit

Energy consumption GJ

Water consumption 1,000 m®

Discharge to water Total (Kg.)

GHG emissions Metric ton CO2 equivalent

VOC emissions Dioxin (g teg/year)

ODC (CFC, eq.) use

Industrial and common waste Ton

Total nutrient emissions to water | Ton N+(10*P)

COD Ton

Metal emissions to air Total (Kg.)

Acid emissions to air Acid Deposit Potential expressed as 1000 Acid
equivalents.

Source: www.siricompany.com

In summary, the general approach taken by investment research companies
reflects the fact that the methodology is tailored to the large number of stocks
being researched. Companies are benchmarked on their “systemic
performance” (qualitative indicators), i.e. whether they have policies,
management systems, reporting practices etc. in place and whether they are
working in the right direction — currently improving their performance. The
standardised methodology being used does not take account of the individual
companies’ ‘point of departure’, i.e. whether they are good, medium or
relatively bad performers.

2.2 Defraenvironmental KPIs

The Department for Environment, Food and Rural Affairs (Defra) is the
United Kingdom government department responsible for environmental
protection, food production and standards, agriculture, fisheries and rural
communities in England. Defra has developed a set of 22 environmental key
performance indicators that are significant to UK businesses and describe
which KPIs are most important to which business sectors. However, a
research undertaken by the Environment Agency showed that in their annual
report 84% of FTSE (Financial Times Stock Exchange) All-Share companies
currently reporting have not yet disclosed their environmental performance
according to Defra’s guidelines. This is despite the fact that according to the
new company reporting laws all FTSE All-Share companies producing annual
report and accounts must disclose environmental key performance indicators
where relevant. However, as the Defra guidelines are voluntary, companies do
not have to use them (Customer Contact Unit at Defra
(ccu.correspondence@defra.gsi.gov.uk)).

15



The guideline (which includes the 22 KPIs) is derived from an analysis of the
impact the UK businesses have on the natural environment and is developed
for all businesses operating in the UK. According to Defra, the purpose of the
environmental KPls is to provide businesses with a tool for measurement.
The KPIs are quantifiable metrics, which reflect the environmental
performance of a business in the context of achieving its wider goals and
objectives.

Reporting principles for the KPIs

Defra sets up three reporting principles specific for the KPIs. The first is that
the KPlIs should be quantitative in nature, thus allowing for setting up targets
expressed in quantitative terms. The second is that the KPI should be
accompanied by a general narrative, explaining its purpose and impacts. The
third is that KPIs should be expressed in absolute terms that cover the entire
business for each period of reporting and also related to a normalising factor.
They mention two commonly used normalising factors - turnover and
production output, but realise that other normalising factors may be relevant
for companies in a particular sector. Finally they state that reporting should be
consistent with other types of company reporting as far as possible (Defra,
2006).

The environmental key performance indicators

In appendix 1, the 22 environmental key performance indicators from Defra
are listed, together with their suggestions of how to calculate, measure and
report the different indicators.

Defra further suggests the companies to consider the environmental impact in
their supply chain as well as downstream for their products. However, they do
not suggest any measurable indicators related to this. The following table
demonstrates how a number of KPIs for a typical service industry company
could be reported:

16



Table 2-1: How to report environmental performance indicators according to Defra

(directly taken from Defra, 2006).

Figure 3: Sample Company Plc — Environmental Key Performance Indicators

Environmental Key Performance Indicators - Financial Year 2005
Direct Impacts (Operational) Quantity
Greenhouse Definition Data source & Calculation Absolute Normalised
Gases Methods Tonnes Tonnes
co2 CO2 Per £M Turnover
2004 2005 2004 Target | 2005 Target
Gas Ermnissions from Yearly consumption in kWh collected
utility boilers. from fuel bills, converted according
to Defra Guidelines.
Vehicle Fuel Petrol and diesel | Expense claims and MOT recorded
used by staff and | mileage, converted accerding
van hire fleet. to Defra Guidelines.
Waste Definition Data source & Calculation Quantity
Method
thods Absolute Normalised
Tonnes Tonnes Waste Per £M Turnover
2004 2005 2004 Target | 2005 Target
Landfill General office Volume of waste generated per
waste, which annum, calculated by recording
includes a mixture | the number of bins and skips
of paper, card, removed, converted to tonnes
wood, plastics according to Defra Guidelines.
and metals.
Recycled General office Volume of waste recycled per annum,
waste recycled, | calculated by recording the number
primarily of bins and skips removed for
cardboard. recycling, converted to tonnes
according to Defra Guidelines.
Indirect Impacts (Supply Chain)
Greenhouse Definition Data source & Calculation Quantity
Gases Methods )
Absolute Normalised
Tonnes CO2 Tonnes CO2 Per £M Turnover
2004 2005 2004 Target | 2005 Target
Energy use Directly purchased | Yearly consumption of directly
electricity, which | purchased electricity in kWh,
generates converted according to
Greenhouse Defra Guidelines.
Gases including
CO2 emissions.
Water Definition Data source & Calculation Quantity
Methods F
Absolut Normalised
solute Cubic Metres Water Per
Cubic Metres
£M Turnover
2004 2005 2004 Target | 2005 Target
Supplied water | Consumption of | Yearly consumption of
piped water. No | purchased water.
water directly
abstracted hy
the Group.

2.3

OECD key environmental indicators

OECD (Organisation for Economic Co-operation and Development) initiated
their work on environmental indicators in 1989, and in 1991 an OECD
Council Recommendation on Environmental Indicators and Information was
approved by the OECD Governments. Since then the work on the
environmental indicators has been developed further. The latest version of the
OECD environmental indicators is from 2003 and is described in the report
“OECD Environmental Indicators. Development, measurement and use.
Reference paper. OECD 2003.” (OECD, 2003).

The OECD environmental indicators are designed to be a valuable tool in

strengthening countries’ capacity to monitor and assessing environmental
conditions and trends so as to increase their accountability and to evaluate
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how well they are satisfying their domestic objectives and international
commitments. The purpose and scope of the indicators are to contribute to
the harmonisation in the field of environmental indicators by developing a
common approach and conceptual framework.

The OECD work focuses mainly on indicators useful for national,
international and global decision making. However, according to OECD the
approach may also be used to develop indicators at sub-national or ecosystem
level. OECD encourages actual measurements of indicators at these levels, but
the responsibility lies within the individual countries. (OECD, 2003).

OECD operates with several types of indicators:

e Core environmental indicators (CEI)
Key environmental indicators (KEI)
Sectoral environmental indicators (SEI)
Decoupling environmental indicators (DEI)

The core environmental indicators are designed to track environmental
progress and analyse environmental policies. The OECD core set consists of
about 50 indicators and is commonly agreed upon by OECD countries for
OECD use. The key environmental indicators are a reduced set of 10
indicators, selected from the core set and serve wider communication
purposes, such as the general public and policymakers. The sectoral
environmental indicators are designed to help integrate environmental
concerns into sectoral polices. A set of indicators are developed for each
sector (transport, energy, household consumption, tourism, agriculture). The
decoupling environmental indicators measure the decoupling of
environmental pressure from economic growth and are used for determining
whether countries are on track towards sustainable development.

OECD lists the following guiding principles for using the environmental
indicators:

e The indicators are not designed to provide a full picture of
environmental issues, but rather to help revealing trends and drawing
attention to changes that require further analysis and possible actions.

¢ Indicators’ relevance varies by country and by context. They must be
reported and interpreted in the appropriate context (taking into
account the different ecological, geographical, social, economic and
institutional features of the countries).

¢ Most OECD indicators are designed to be used on the national level
and to be used in an international context. There is no single method
of standardisation for the comparison of the environmental indicators
across countries.

The OECD core environmental indicators are listed in appendix 2. The boxes
are a directly copy from the report “OECD Environmental Indicators.
Development, measurement and use. Reference paper. OECD 2003.”
(OECD, 2003).

The 10 OECD key environmental indicators have been reported in 2001,
2004 and the latest version — from 2007. All indicators are annual indicators,
i.e. emissions etc. are measured per year. In the table below the OECD key
environmental indicators are presented and briefly commented (OECD,
2003; OECD, 2007).
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Table 2-2: OECD key environmental indicators.

Pollution issues
Climate change

Key indicator
CO; emission

Measured in
o Greenhouse gases emissions

| Comment

intensities per unit of GDP (ton CO,-
eq/USD)
o Greenhouse gases emissions
per capita (ton CO,-eq/capita)
® CO, emissions from energy use
per capita (ton CO,-eq/USD)

Ozone layer Indices of e Consumption of CFCs and Does only show
apparent halons — indexed (first year trends — a fall or
consumption of equals 100) increase in
ozone depleting « Consumption of HCFCs and emissions. Does not
substances methyl bromide — indexed (first | reveal anything about

year equals 100) the different
countries’ emissions
compared to each
other — non-
comparable.

Air quality SO, and NO, ¢ SO, emissions per unit of GDP
emission (kg/USD)
intensities « NO, emissions per unit of GDP

(kg/USD)

Waste Municipal waste | e Municipal waste per capita

generation generation (kg/capita)
intensities « Municipal waste per unit of PFC

(private final consumption)
(kg/USD)

Freshwater Waste water e Percent of waste water Does not reveal

quality treatment connected to sewage treatment | anything about the
connection rates plant (with/without treatment) total amount of

wastewater

Freshwater Intensity of use of | e Freshwater use per capita per

resources water resources year (m‘/capita)

e In percent of total renewable
resources
e In percent of internal resources

Forest Intensity of use of | e Harvest of forest in percent of

resources forest resources

annual growth

Fish resources

Intensity of use of
fish resources

o Share of world catches (in
percent)

Is only relevant to
compare on a
national level. Says
more about the size
of the fishing industry
in the different

countries.
Energy Intensity of « Energy supply per capita
resources energy use (toe/capita)
o Energy supply per GDP
(toe/USD)
Biodiversity Threatened o Threatened species in percent Is only relevant to
Species of species known (for birds, compare on a

mammals and vascular plants)

national level.
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2.4  The European Pollutant Emission Register (EPER)

The European Pollutant Emission Register (EPER) is a European-wide
register of industrial emissions into air and water. The register, which was
established by a Commission Decision?, enjoins the Member States to
produce triennial reports which cover the emission of 50 pollutants. Only
pollutants which exceed a given threshold value should be included in the
register. The first reporting year, which was 2001, covers approx. 9,200
industrial facilities within the EU 15 Member States and the second reporting
year (2004) comprises data from app. 12,000 industrial sites. The 50
pollutants are grouped into 5 categories respectively:

e Environment issues

e Metals and compounds

e Chlorinated organic substances
e Other organic compounds

e Other compounds

For each of the 50 pollutants a threshold value is listed — for both emissions
into air and water, the indicator used is kg/year. The EPER database enables
the comparison of data on a number of different dimensions including
reporting year, country, facility, activity and pollutant. An interesting question
arises here in terms of whether EPER could be used to define necessary
baseline and excellence levels.

However, during the attempt to answer this, several problems appear. One of
the main problems is the level of aggregation, i.e. a given facility might
produce a number of different products which makes it difficult and
misleading to compare emissions from two different facilities. This is partly
overcome in the EPER register by the possibilities of making comparisons at
“activity” level. As illustrated in the example below, specific activity categories
have been defined.

Examples of activity categories:

3.1/3.3/3.4/3.5 Installations for the production of cement clinker (>500t/d), lime
(>50t/d), glass (>20t/d), mineral substances (>20t/d) or ceramic products
(>75t/d)

6.1 Industrial plants for pulp from timber or other fibrous materials and paper or
board production (>20t/d)

Despite the more detailed level of aggregation, benchmarking might still be
misleading as you can have a producer of respectively cement clinker and
mineral substances in the same activity group.

Another main problem is the lack of normalisation. Emissions are registered
per year and not related to production volume, number of employees or other
relevant normalisation parameters. These data are not listed in the EPER
database and should thus be found elsewhere if indicators based on
normalisation should be developed.

8 COMMISSION DECISION of 17 July 2000 on the implementation of a European pollutant emission
register (EPER) according to Article 15 of Council Directive 96/61/EC concerning integrated pollution
prevention and control (IPPC) (2000/479/EC)
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A third problem regarding the possibilities of using the data to define
respectively baseline and excellence levels is that only companies exceeding
the threshold levels are included in the database. Should the register be used
to define top and bottom performance levels, the definition of these levels will
be based on a group of companies which — measured in absolute figures - is
among the heavy polluters. Companies which might be excellent producers
with very low emission levels (below the threshold level) are not included in
the register.

EPER will be succeeded by E-PRTR (the European Pollutant Release and
Transfer Register)® and future reporting requirements will be extended to
include more facilities, more substances to report, additional coverage of
releases to land, off-site transfers of waste and releases from diffuse sources,
public participation and annual instead of triennial reporting. However, the
new reporting requirements of E-PRTR will not solve the problems described
regarding benchmarking.

2.5 Global reporting initiative (GRI)

The GRI environmental guidelines, as set out in the standards GRI 2002
(G2) and GRI 2002 - 2006 (G3), are reviewed in this report with the aim of
examining if and how the quantitative indicators can be used for comparison
of the environmental performance of different companies.

On www.globalreporting.org — the GRI website, the GRI environmental
guidelines are available as well as several GRI reports, which are following
either the standards of the former GRI guidelines — G2, or the latest version of
the standards G3 from 2006.

In the following, the standards are briefly described. In order to learn more
about the possibilities of using the GRI standards for comparison of
environmental performance between companies, a selection of GRI reports
are reviewed in more details.

2.5.1 GRIin general

The Global Reporting Initiative (GRI) was established in 1997 by the
Caalition for Environmentally Responsible Economies (CERES) in
partnership with the United Nations Environment Programme (UNEP). The
goal was to elevate sustainability reporting practices to a level equivalent to
those of financial reporting, while achieving comparability, credibility, rigour,
timeliness, and verifiability of the reported information. GRI released its first
version of “Guidelines” in 2000, the second version (G2) in 2002 (Global
Reporting Initiative, 2002), and their last version (G3) in 2006.

The GRI guidelines are a framework for reporting on an organisation’s
economic, environmental, and social performance. The GRI guidelines hence
set guidelines and options for reporting (report content, report quality and
report boundaries).

9 E-PRTR is based on REGULATION (EC) No 166/2006 OF THE EUROPEAN PARLIAMENT
AND OF THE COUNCIL of 18 January 2006 concerning the establishment of a European Pollutant
Release and Transfer Register and amending Council Directives 91/689/EEC and 96/61/EC
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Sector supplements
To address the need for capturing the unique set of sustainability issues faced
by different industry sectors (e.g. mining, automotive, banking) GRI has
developed a set of sector supplements. The sector supplements developed for
the time being involve the following sectors:

¢ Financial services — Part A: Social performance and Part B:

Environmental performance

o L ogistics and transportation

e Mining and metals

e Public agency

e Tour operators

e Telecommunications

e Automotive

Content of a GRI report
The content of the GRI report itself is suggested to comprise the following
main areas:

Figure 2-1: Content of a GRI report (Global Reporting Initiative, 2002).
1. Vision and Sirategy — description of the reporting organisation’s strategy with
regard to sustainability, including a statement from the CEOQ.

2. Profile — overview of the reporting organisation's structure and operations and
of the scope of the report.

J. Governance Siructure and Mandgement Svstems — description of organi-
sational structure, policies, and management systems, including stakeholder
engagement efforts.

& GRI Coritent Index —a table supplied by the reporting organisation identify-
ing where the informmation listedin Pant C of the Guidelinesis located within the
organisation’s report.

5. Performance Indicaliors — measures of the impact or effect of the reporting
organization divided into integrated, economic, environmental, and social
performance indicators.

Who should use the Guidelines?

The use of the GRI guidelines is voluntary and not specific to any single
industry sector. They are meant to be applicable to organisations of all sizes
and types operating in any location. The Guidelines and GRI-based reports
are not a substitute for legally mandated reporting or disclosure requirements,
nor do they override any local or national legislation (Global Reporting
Initiative, 2002).

Usefulness of the GRI reports
The target group of the reports is, according to GRI, consumers, employees,
investors, researchers, and other interested individuals.

The reports issued should be used to:

e Assess sustainability performance with respect to laws, norms, codes,
performance standards, and voluntary initiatives.

e Create a continuous platform for dialogue about expectations for
responsibility and performance.

e Understand the impacts (positive and negative) that organizations can
have on sustainable development.

e Compare performance within an organization and between different
organizations over time to inform your decision-makers.
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2.5.2 GRI 2002 (G2)

G2 is as mentioned earlier the former version of the GRI Guidelines. In the
following the environmental indicators presented in G2 are described,
including possible suggestions from GRI as how to measure the indicators.
Finally considerations regarding the possibility of normalizing the data, based
on existing information in the G2 reports, will be presented.

The environmental indicators

Performance indicators within the context of GRI can be either qualitative or
guantitative. GRI considers qualitative indicators, those indicators requiring
textual response, to be complementary and essential to presenting a complete
picture of an organisation’s economic, environmental, and social performance.

However, due to the nature of this project we will in the following focus on
the quantitative indicators.

The environmental performance indicators in G2 are organised according to
the following hierarchy (Global Reporting Initiative, 2002):

Category: The broad areas, or groupings, of economic, environmental, or
social issues of concern to stakeholders (e.g. human rights, direct economic
impacts). In this report we focus only on the environmental category.

Aspect: The general subsets of indicators that are related to a specific
category. A given category may have several aspects which may be defined in
terms of issues, impacts, or affected stakeholder groups.

Indicator: The specific measurements of an individual aspect that can be used
to track and demonstrate performance. These are often, but not always,
guantitative. A given aspect (water) may have several indicators (e.g. total
water use, rate of water recycling, discharges to water bodies). The balance
between quantitative and qualitative indicators will vary by aspect depending
on a range of factors. Indicators have been aligned to the maximum degree
possible with existing international conventions and agreements.

Additionally GRI divides the indicators into respectively core indicators (CI)
and additional indicators (Al). The core indicators are those relevant to most
reporters and of interest to most stakeholders. The additional indicators are
viewed as one or more of the following: 1) leading practice in economic,
environmental, or social measurement, though currently used by few
reporters; 2) providing information of interest to stakeholders who are
particularly important to the reporting entity; and 3) deemed worthy of
further testing for possible consideration as future core indicator (Global
Reporting Initiative, 2002).

A listing of the environmental indicators used in G2 can be found in the table
below (the following pages). The table illustrates how the different indicators
are measured (i.e. which units are used), as well as whether the indicator is
qualitative or quantitative of nature.
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Table 2-3: environmental indicators used in G2 (Global Reporting Initiative, 2003).

Indicator Type of Unit of Quanti-  Quali- Both
Indica- measure- tative tative
tor ment
Aspect: Materials
ENL1. Total materials use Cl Weight and X
other than water, by type. volume.

Provides definitions used
for types of materials.
Report in ton, kilograms, or

volume.

EN2. Percentage of Cl Percentage X
materials used that are (Fraction).

wastes

(processed or unprocessed) Weight and

from sources external to the volume.

reporting organisation.
Refers to both post-
consumer recycled material
and waste from industrial
sources. Report in ton,
kilograms, or volume.

Aspect: Energy
ENB3. Direct energy use Cl Joules. X
segmented by primary
source.

Reports on all energy
sources used by the
reporting organisation for
its own operations as well
as for the production and
delivery of energy products
(e.g., electricity or heat) to
other organisations. Report
in joules.

ENA4. Indirect energy use. Cl Joules. X
Reports on all energy used
to produce and deliver
energy products purchased
by the reporting
organisation (e.g., electricity
or heat). Report in joules.
EN17. Initiatives to use Al X
renewable energy sources
and to increase energy
efficiency.

EN18. Energy consumption | Al Joules. X
footprint (i.e., annualised
lifetime energy
requirements) of major
products. Report in joules.
EN19. Other indirect Al X
(upstream/downstream)
energy use and
implications, such as
organisational travel,
product lifecycle
management, and use of
energy-intensive materials.

Aspect: Water
ENS. Total water use. Cl Litre X
(probably).
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Indicator

EN20. Water sources and
related ecosystems/habitats
significantly affected by use
of water.

Includes Ramsar-listed
wetlands and the overall
contribution to resulting
environmental trends.

Type of
Indica-
tor

Unit of Quanti-
measure- tative
ment

Quali-
tative

Both

EN21. Annual withdrawals
of ground and surface water
as a percent of annual
renewable quantity of water
available from

the sources. Breakdown by
region.

Al

Percentage X
(fraction).

Pr. region.

EN22. Total recycling and
reuse of water.

Includes wastewater and
other used water (e.g.,
cooling water).

Al

m’ X
(probably).

Aspect: Biodiversity

ENG. Location and size of
land owned, leased, or
managed in biodiversity-rich
habitats.

Further guidance on
biodiversity-rich habitats
may be found at
www.globalreporting.org
(forthcoming).

Cl

Area

EN7. Description of the
major impacts on
biodiversity associated
with activities and/or
products and services in
terrestrial, freshwater,

and marine environments.

Cl

EN23. Total amount of land
owned, leased, or managed
for production activities or
extractive use.

Al

Area X

EN24. Amount of
impermeable surface as a
percentage of land
purchased or leased.

Al

Percentage. X

EN25. Impacts of activities
and operations on
protected and sensitive
areas.

(e.g., IUCN protected area
categories 1-4, world
heritage sites, and
biosphere reserves).

Al

EN26. Changes to natural
habitats resulting from
activities and operations
and percentage of habitat
protected or restored.
Identifies type of habitat
affected and its status.

Al

Percentage

EN27. Objectives,
programmes, and targets
for protecting and restoring
native ecosystems and
species in degraded areas.

Al
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Indicator

EN28. Number of IUCN
Red List species with
habitats in areas affected by
operations.

Type of
Indica-
tor

Unit of
measure-
ment
Number

Quanti-
tative

Quali-
tative

Both

EN29. Business units
currently operating or
planning operations

in or around protected or
sensitive areas.

Al

Number

Aspect: Emissions, Effluents and Waste

ENS8. Greenhouse gas
emissions.

(CO3, CH4, N20, HFCs,
PFCs, SF6). Reports
separate subtotals for each
gas in ton and in ton of
CO; equivalent for the
following:

« direct emissions from
sources owned or controlled
by the reporting entity

« indirect emissions from
imported electricity heat or
steam. See WRI-WBCSD
Greenhouse Gas Protocol.

Cl

Weight (ton).

- from own
sources

- indirect
emissions

X

EN9. Use and emissions of
ozone-depleting
substances.

Reports each figure
separately in accordance
with Montreal Protocol
Annexes A, B, C, and E in
ton of CFC-11 equivalents
(ozone-depleting potential).

Cl

Weight (ton)

EN10. NO¥, Sox, and other
significant air emissions by
type.

Includes emissions of
substances regulated under:
« local laws and regulations
« Stockholm POPs
Convention (Annex A, B,
and C) — persistent organic
pollutants

* Rotterdam Convention on
Prior Informed Consent
(PIC)

» Helsinki, Sofia, and
Geneva Protocols to the
Convention on Long-Range
Trans-boundary Air
Pollution

Cl

Weight.
(Probably).

EN11. Total amount of
waste by type and
destination.

“Destination” refers to the
method by which waste is
treated, including
composting, reuse,
recycling, recovery,
incineration, or land filling.
Explains type of
classification method and
estimation method.

Cl
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Indicator

EN12. Significant discharges
to water by type.
See GRI Water Protocol.

Type of

Indica-
tor

Unit of
measure-
ment

Quanti-
tative

Quali-
tative

Both

EN13. Significant spills of
chemicals, oils, and fuels in
terms of total number and
total volume.

Significance is defined in
terms of both the size of the
spill and impact on the
surrounding environment.

Cl

Number.
Volume.

EN30. Other relevant
indirect greenhouse gas
emissions.

(COg, CH4, N20, HFCs,
PFCs, SF6). Refers to
emissions that are a
consequence of the
activities of the reporting
entity, but occur from
sources owned or controlled
by another entity. Report in
ton of gas and ton of CO»
equivalent. See WRI-
WBCSD Greenhouse Gas
Protocol.

Al

Weight (ton).

- indirect
emission.

EN3L1. All production,
transport, import, or export
of any waste deemed
“hazardous” under the
terms of the Basel
Convention Annex I, I, 111,
and VIII.

Al

Weight.
(Probably)

EN32. Water sources and
related ecosystems/habitats
significantly affected by
discharges of water and
runoff.

Includes Ramsar-listed
wetlands and the overall
contribution to resulting
environmental trends. See
GRI Water Protocol.

Al

Number.
(Probably)

Aspect: Suppliers

EN33. Performance of
suppliers relative to
environmental components
of programmes and
procedures described in
response to Governance
Structure and Management
Systems section (Section
3.16).

Al
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Indicator Type of Unit of Quanti-  Quali- Both

Indica- measure- tative tative
tor ment
Aspect: Products and Services
EN14. Significant Cl X
environmental impacts of
principal products
and services.
Describes and quantifies
where relevant.
EN15. Percentage of the Cl Percentage X
weight of products sold that (fraction).
is reclaimable at the end of
the products’ useful life and
percentage that is actually
reclaimed.
“Reclaimable” refers to
either the recycling or reuse
of the product materials or
components.

Aspect: Compliance
EN16. Incidents of and fines | ClI Number. X
for non-compliance with all
applicable international
declarations/conventions/tr
eaties, and national, sub-
national, regional, and local
regulations associated with
environmental issues.
Explains in terms of
countries of operation.

Aspect: Transport
EN34. Significant Al X
environmental impacts of
transportation used

for logistical purposes.

Aspect: Overall
ENB35. Total environmental Cl X
expenditures by type.
Explains definitions used for
types of expenditures.

The possibility of normalizing the indicators

G2 states that “it is particularly important to provide environmental
performance information in terms of both absolute figures and normalised
measures (e.g. resource use per unit of output)” and that “absolute figures
provide a sense of scale or magnitude of the use or impact, which allows the
user to consider performance in the context of larger systems. Normalised
figures illustrate the organisation’s efficiency and support comparison between
organisations of different sizes”. They further state that *““stakeholders should
be able to calculate normalised figures using data from the report profile (e.g.
net sales) and absolute figures reported in the environmental performance
section”. G2 asks the reporting organisations to provide both normalised and
absolute figures and encourages the organisations to relate their individual
performance to the broader ecological system, e.g. reporting their pollution
output in terms of the ability of the environment (local, regional, or global) to
absorb the pollutants (Global Reporting Initiative, 2002).

In Annex 5 of G2 is described how and why they want the companies to

report absolute figures as well as ratios. Below is a summary of their
statements.
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Absolute figures: G2 states that companies should present raw performance
data in terms of absolute figures and for a given period of operation (most
often a year). The absolute figures should be given in currency or physical
units (ton, cubic metres, gigajoules, etc.). Absolute environmental figures are
essential as a linkage to the carrying capacity of an ecosystem. They are also
useful for locating for instance the 10 largest emitters of a given pollutant.

Ratios: According to G2 ratio indicators serve to relate two aspects to each
other; make relationships visible and interpretable; and enable comparison of
different scales of operation relative to a specific activity (e.g. kilograms of
product per litre of water used). Organisations should form ratios with their
performance data that make sense for their business and support their
decision-making.

G2 divides the ratios used into three different types:

1) Productivity/Efficiency ratios
These ratios relate value to impacts, thus an increase in the ratio reflects
improvement in the amount of value received per unit of impact. Examples of
environmental productivity/efficiency ratios include:
e Resource productivity (e.g., sales per unit of energy consumption,
GDP per unit of material input).
e Process eco-efficiency (e.g., production volume per unit of waste, net
sales per unit of greenhouse gas emissions in ton of CO, equivalent).
e Functional eco-efficiency of products or services (e.g., water efficiency
of a washing machine, fuel efficiency of a car).

2) Intensity ratios
These ratios express an impact per unit of activity or unit of value. A
declining ratio thus reflects performance improvement. Examples of
environmental intensity ratios include:
e Emission intensity (e.g. ton of SO, emissions per unit of electricity
generated).
e Waste intensity (e.g. amount of waste per production volume).
e Resource intensity (e.g. energy consumption per function, material
input per service).

3) Percentages
A percentage indicator is a ratio between two identical issues, with the same
physical unit. Examples of environmental percentage ratios include:
o Losses (e.g. electricity transmission loss, non-product output per
materials input).
e Recycling percentages (e.g. fraction of waste recycled per total waste).
e Fractions (e.g. percentage of renewable energy, fraction of recycled
materials, percentage of hazardous waste).

G2 claims the possibility of producing normalised data based on absolute

figures compared to information located in the section *“Profile of the
company” (presented in details below).
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Table 2-4: Reporting demands regarding the organisation profile in G2.
Organisational profile
No. | Information required Comment

2.1 Name of reporting organisation

2.2 Major products and/or services, including brands if appropriate. The
reporting organisation should also indicate the nature of its role in
providing these products and services, and the degree to which the
organisation relies on outsourcing.

2.3 Operational structure of the organisation

2.4 Description of major divisions, operating companies, subsidiaries, and
joint ventures.

2.5 Countries in which the organisation’s operations are located.

2.6 Nature of ownership, legal form.

2.7 Nature of markets served.

2.8 Scale of the reporting organisations:
- number of employees
- products produced/services offered (quantity or
volume)
- netsales
- total capitalisation broken down in terms of debt
and equity.
Reporting organisations are encouraged to provide additional
information, such as:
- value added
- total assets
- breakdowns of any or all of the following:
- sales/revenues by countries/regions that make up 5
percent or more of total revenues
- major products and/or identified services
- costs by country/region
- employees by country/region.

2.9 List of stakeholders, key attributes of each, and relationship to the
reporting organisation.

- communities (locations, nature of interest)

- customers (retail, wholesale, businesses,

governments).

- shareholders and providers of capital

- suppliers

- trade unions.

- workforce, direct and indirect

- other stakeholders.

Information located in section 2 (Report scope) and section 3 (Report profile)
of the overall Profile (see appendix 2) may also be useful in attempting to
normalize data.

If one in theory should attempt to create comparable parameters based on
data from G2, the section 2.8 in “Organisational profile data” becomes of
great importance. For example, the environmental indicator EN1 (Total
materials use other than water, by type. Reported in ton or volume) could
produce a comparable figure if it was divided by the amount of products
offered (no. 2.8 in the “Organisational profile data’). However, this result
would only indicate how much material is used per produced unit. This figure
would thus only be reasonable to compare with other companies producing
exact same type of product (and perhaps under same conditions).

Environmental indicator EN3 (Direct energy use segmented by primary
source. Reported in joule) could also be relevant as a comparable parameter,
if it likewise was divided by the amount of products produced. However,
several other aspects play an important role. Is it for instance possible to
compare a low use of energy produced by coal with a high use of energy
produced by water power?
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2.5.3 GRI 2002 - 2006 (G3)

G3 was introduced in October 2006. The development of G3 aimed at
enhancing the comparability, clarity, ease of use, and reliability of the GRI
Guidelines and reports. There have been several changes in G3, compared to
G2. Below a few of the most relevant changes are presented (Global
Reporting Initiative).

Selection of general changes in G3 compared to G2

e Further guidance on defining the content of a report; the quality of
data; and on setting the report boundary.

e Protocols have been created for each indicator, which outline key
definitions, compilation methodologies (which include information on
what to measure), and resources.

e The G2 “Report Scope” and “Report Profile” have been reorganized
into “Report Parameters”, which provide information on what the
report covers and key information about the processes underlying its
preparation.

Changes in the environmental indicators

The indicators have been refined so that they are focused results or outcome
and can be used to show change over time if results are compared year-by-
year. Main changes and points of interest for the indicators are:

1) Changes in the nature of indicators toward greater comparability
e Each indicator was worded so that it would elicit comparable
information which means the reporting organization can report
changes in specific issues/results over time.
¢ In some cases the qualitative indicators were changed to quantitative
measures, and in other cases they were broken into binary sub-
components.

2) Changes to the indicator set as a whole
e Six indicators were removed and one new added, thus the total
number of indicators changed from 35 (G2) to 30 (G3).
e Environment indicators — mostly clarifications, refinements, and
ensuring feasibility of measurement.
¢ Biodiversity indicators were streamlined to reduce overlap and
inconsistencies.

An interesting change is the development of a protocol for each indicator.
This protocol should be used when reporting on a G3 indicator. Each
protocol is concise in length (approx. 1 page) and contains definitions of
terms used in the indicator wording, a set of compilation methodologies or
expectations, and a list of useful resources for the practitioner. The protocols
can be seen as the “recipe” behind each indicator.

Due to the form/volume of these protocols, it is not appropriate to present the
G3 indicators in a table (the G3 indicators cover 33 pages in total). However,
in appendix 3 a list of the G2 and G3 indicators is presented (in headlines)
with a short description of the main changes for each indicator. Below the
changes to environmental indicator EN1 (Material use) is described as an
example in order to clarify the type of changes that has been done.
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The EN1 indicator was in G2 and G3 formulated as follows:

G2

EN1 Total materials use other than water, by type.
Provides definitions used for types of materials. Report in ton, kilograms, or volume.

G3

EN1 Materials used by weight or volume.

1. Relevance

This Indicator describes the reporting organization’s contribution to the conservation of
the global resource base and efforts to reduce the material intensity and increase the
efficiency of the economy. These are expressed goals of the OECD Council and various
national sustainability strategies. For internal managers and others interested in the
financial state of the organization, material consumption relates directly to overall costs of
operation. Tracking this consumption internally, either by product or product category,
facilitates the monitoring of material efficiency and cost of material flows.

2. Compilation

2.1 Identifies total materials used, including materials purchased from external suppliers
and those obtained from internal sources (captive production and extraction
activities). This can include:

» Raw materials (i.e. natural resources used for conversion to products or services
such as ores, minerals, wood, etc.);

« Associated process materials (i.e. materials that are needed for the manufacturing
process but are not part of the final product, such as lubricants for
manufacturing machinery);

» Semi-manufactured goods or parts, including all forms of materials and
components other than raw materials that are part of the final product; and

« Materials for packaging purposes.

2.2 Identifies non-renewable and direct materials used. Converts any measurements into
estimated weight or volume, calculated ‘as is’ rather than by ‘dry substance/weight’.

2.3 Reports the total weight or volume of :
* Non-renewable materials used; and

« Direct materials used.

3. Definitions
Direct materials
Materials that are present in a final product.

Non-renewable materials

Resources that do not renew in short time periods, such as minerals, metals, oil, gas, coal,
etc.

4. Documentation

Potential information sources include billing and accounting systems and the
procurement or supply management department.

5. References

» OECD, Recommendation of the Council on Material Flows and Resource Productivity,
2004.

The changes in terms of measurement and reporting demands were first of all
a demand of reporting non-renewable and direct materials (present in the
final product) separately, and in terms of total weight or volume. They
furthermore suggest identifying materials used from different sources,
however it is only suggested that materials are reported in the above mentioned
sources (raw material, associated process materials, etc.). Thus using this
indicator does not necessarily solve the problem of companies reporting

32



different types of sources, which are not easily compared. An improvement
would be reporting total material use per product type, thus allowing for
comparison on product level.

The explanation for the changes was reported by GRI as the following “The
original indicator of total materials use presented a number of technical
measurement problems. The indicator was therefore revised to focus on non-
renewable materials and major materials used, which are defined in the
protocol. The intent was to identify a subset of materials that were measurable
by most organizations and represented the material flows, which would be
important to track from the perspective of sustainable development either due
to their sensitivity or volume of use. Volume was added to make calculation
easier for organizations that use liquid materials.”

2.5.4 GRI and normalisation

G2 states that “as a general principle, reporting organisations should present
indicator data in absolute terms and use ratios or normalised data as
complementary information”. Thus, they suggest, normalised data as
complementary information.

However, in the section describing environmental performance indicators, G2
emphasizes the importance of the normalised data by stating that they
illustrate organisations’ efficiency and support comparison between
organisations of different sizes. G2 thus asks the reporting companies to
report absolute as well as normalized values. However, they also state that it
should be possible, based on data from the report profile, to produce the
normalised data from the information derived from a G2 report.

G2 furthermore mentions cross-cutting indicators (such as “amount of
emission per unit of output or per monetary unit of turnover) and states that
in developing and reporting cross-cutting indicators, care should be taken to,
among other things, “ensure that the indicators use ratios derived from
normalised measures, and, when possible, from internationally accepted
metrics.” (Global Reporting Initiative, 2002).

According to G3, comparability is necessary for evaluating performance and
stakeholders using the reports should be able to compare environmental
information *“against the organizations’ past performance, its objectives, and,
to the degree possible, against the performance of other organizations”.

G3 states that comparisons between organizations require sensitivity to factors
such as differences in organizational size, geographic influences, and other
considerations that may affect the relative performance of an organization.
They further states that “where necessary, report preparers should consider
providing context that will help report users to understand the factors that
may contribute to differences in performance between organizations”. An
organization thus should, according to G3, include total numbers (absolute
data) as well as ratios (normalized data) to enable analytical comparisons.
According to their guidance on data compilation they state that ratios or
normalised data in some cases are appropriate and that if normalised data are
used, absolute data should also be provided.

Though, in their extended versions of environmental indicators, the term

normalised appears only twice — once in the core indicator EN6, and once in
the indicator EN26. ENG6 concerns “Initiatives to provide energy-efficient or
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renewable energy based products and services, and reductions in energy
requirements as a result of these initiatives”, and EN26 deals with “Initiatives
to mitigate environmental impacts of products and services, and extent of
impact mitigation”. In both cases the term normalised appears during the
compilation section, in which it is stated that “if use-oriented figures are
employed, the company should clearly indicate the underlying assumptions
regarding consumption patterns or normalization factors.

Overall it seems that the statements regarding the need for normalised data
have been softened in G3 (using terms as “to the degree possible”, should
consider” and “if”’) compared to G2. However, both systems still include
remarks concerning the usefulness and need of normalised data, but not in
terms of requirements.

2.5.5 GRI and benchmarking: Seminar held in Denmark on CSR-reporting

FORCE Technology participated in a small seminar on CSR reporting held in
Denmark May 29" 2007 by the Danish CSR Forum. The seminar was named
“The reporting process from A to Z”.

Two keynote speakers were invited. One of them was Ralph Thurm from
Global Reporting Initiative who gave a presentation about the newest GRI
guidelines for reporting. The second keynote speaker was Colin Baines from
Co-operative Bank who gave a presentation about the Co-operative Bank’s
approach to sustainability and reporting.

The rest of the afternoon consisted of a handful of Danish companies who
gave a small discussion-based presentation about issues like:

e Reporting as a management tool — how?

¢ How do we meet the reporting needs of our stakeholders?

e Data collection — how is it done best?

e CSR strategy and reporting strategy — which strategy drives which?

Ralph Thurm from GRI also participated in the discussion-based
presentation where he gave a more specific presentation about the third
edition of the GRI guidelines. Here we asked him more specifically about GRI
and benchmarking. His comments were (not a directly quote, but free from
memory):

“The goal of the global reporting is comparable information. GRI wishes to
develop integrated indicators that can be normalised — the ultimate goal is
benchmarking. However, GRI is now at a very early stage on normalisation
and integrated indicators. At this stage GRI is far away from benchmarking
and it will take more generations of GRI before benchmarking is possible and
available. A lot of work was put into normalisation of indicators for this
version of the GRI guidelines (G3), but we did not succeed and did not
include anything about normalisation”.

According to Ralph Thurm, political will and involvement are needed in order
to develop normalised indicators. The sector Mining is one of the most
developed sector supplements/industries, and his guess is that this sector will
be the first sector to develop indicators that can be used for benchmarking.
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2.5.6 Selection of GRI reports to further studies

A small selection of GRI reports within three different sectors is included in
this review of the GRI standards, with the aim of exploring the possibilities
and relevance of using the indicators to compare the performance of different
companies within the same sector.

GRI reports (available from the website www.globalreporting.org) are either
following G2 or the new G3.

G2 reports are divided into three categories:
e In Accordance - self-declared, in accordance with GRI or in accordance
and checked by GRI.
e Content Index - does not completely follow GRI, an index is added to
help the reader find the GRI relevant data.
e Ref-only — the reports state that they are made based on the G2
guidelines.

G3 reports are divided into six categories: C, C+, B, B+, A and A+,
depending on how carefully the G3 guidelines are followed. The “+”
indicates that the reports are externally assured. The A, B or C category refers
mainly to how many of the indicators are reported as listed below.

Table 2-5: Categories used in dividing G3 reports (does not present the full version of
criteria related to the different levels).

CorC+ B or B+ Aor A+
Must report on: Must report on all criteria Same as for level B
- Statement listed for leve C, and must
- Organizational profile additionally report on:
- Report profile - Description of key impacts
- Report scope and - Data measurements
boundary techniques

- Governance - Policy for external
- Stakeholder engagement assurance of report

- Commitments to external

initiatives
- Extra on stakeholder
engagement

Must report on minimum 10 | Must report on minimum 20 Responds on each core G3
performance indicators, performance indicators, and Sector supplement
including at least one from including at least one from indicator by either: a)
each of social, economic, each of social, economic, reports on the indicator or
and environment. environment, human rights, b) explains the reason for its

labour, society, and product omission.

responsibility.

In the table below, the number of available GRI reports as of April 2007 (G3
and G2 respectively) is listed. In order to review the GRI reports and their
usability for comparison, it is necessary to have a number of GRI reports from
the same sector which all, as a minimum, are in accordance with the GRI
guidelines.
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Table 2-6: Available GRI reports as of April 2007. For GRI reports 2002 the numbers indicate the
number of reports. One company may have several annual reports in the GRI database. Some
reports are not available in English.

G3 2006 GRI 2002
All G3 Only A or GRI All In accordance IA GRI
A+ checked checked
Aerospace &
Defence 0 B B 5 Y )
Automobiles & 0 ) ) 73 7 1
Parts
Banks 10 0and 7 5 183 47 22
Beverages 1 - - 53 15 0
Chemicals 3 - - 59 7 1
Construction &
Building 1 - - 94 21 4
materials
Distributors 0 - - 5 0 -
Dlversn_‘led 3 _ _ 67 10 1
Industrials
Education 0 - - 6 0 -
Electricity 4 Oand 1 0 142 28 4
Electronic &
Electronic 1 - - 67 1 0
equipment
Engineering &
Machinery 0 ) ) 39 e L
Foo_d & Drug 1 _ _ 22 3 0
retailers
Food Producers 0 _ _ 49 4 1
& processors
Forestry & Paper 1 - - 63 4 1
Gas Distribution 0 - - 15 6 1
General Retailers 1 - - 44 3 0
Government,
Authorities & 1 land O 1 17 3 0
Agencies
Health 0 - - 24 5 1
Household
Goods & 0 - - 46 7 0
Textiles
Information
Technology 1 - - 85 7 0
Hardware
Insurance 3 - - 47 7 2
Investmgnt 1 ) ) 4 0 )
companies
Leisure,
Entertainment & 3 - - 12 0 -
Hotels
Life Assurance 0 - - 7 0 -
Media &
Photography L ) ) 28 L
Mining 7 Oand 2 1 108 26 0
Multi-utilities 2 - - 30 3 1
Oil & Gas 1 - - 84 26 4
Other 0 - - 12 4 0
Packaging 0 - - 7 0 -
Personal care &
Household 1 - - 29 4 0
Products
Pharmaceutical
& Biotechnology L ) ) 50 2
Real Estate 2 - - 16 0 -
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G3 2006 GRI 2002
All G3 Only Aor GRI All In accordance 1A GRI
A+ checked checked

Software &
Computer 0 - - 6 1 1
Services
Speciality &
Other Finance 3 B B 39 s 0
Steel & Other 1 _ _ 44 4 0
metals
Support Services 5 - - 75 14 80
_Telecom_munlcat 1 ) 84 18 5
ion Services
Tobacco 1 Oand 1 0 55 2 0
Transport 4 - - 79 10 0
Water 2 land 1 0 45 7 0
Total 67 2 and 12 7 2019 319 131

With the limited number of G3 reports available at this stage, only G2 reports

have been included in this review. The sectors included in the review have
been chosen by use of the following criteria:

GRI reports must be “in accordance” with the GRI guidelines.
Reports from companies producing the same kind of products should
be available within that sector.
One sector should be a simple sector (simple products).
One of the sectors chosen should have GRI sector supplements.
One of the sectors chosen should produce consumer products.

These selection criteria resulted in the selection of the following three sectors,
from which several reports will be analysed (next chapter):

Banks (sector supplements exist)
Construction & Building materials

Household goods & textiles
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3 Comparison of environmental
performance between companies

The overall aim of this chapter is to analyse several sustainability reports in
order to determine whether it is possible to compare the environmental
performance of companies.

The first (three) sections will concentrate on comparing two G2 reports
within each of the sectors:

e Construction and Building materials,

e Banks and

e Household Goods and textiles.

The final section will compare a higher number of companies, but only on
one or two indicators. The aim of this section is primarily to illuminate further
problems encountered when attempting to compare the environmental
performance between companies, and if possible establish baseline and
excellence levels on the basis of the different environmental performance
levels given in the reports.

Since it is voluntary (to a certain degree) which indicators to report on, the six
chosen companies, which will be analysed within the first three sections,
report on different environmental indicators. In the following table, it is
summarised which indicators (we can see) they report on.

One of the main results of the comparison is, that a direct comparison
between the reported indicators from the different companies in most cases is
difficult or impossible. The primary reason for this is, that the companies only
to some extent follow GRI, i.e. they for example only reports in tons CO, and
not in tons CO,-equivalents. If GRI was used as it is meant to be used,
comparison would be much easier.
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Table 3-1: Environmental G2 indicators of which the selected companies report on.

G2 Building & Banking Textile
Construction
Environmental | Type of Holcim | Lafarge | National Inditex
indicator indicator Australia | Amro
Bank
Aspect: Materials
EN1 Core X X X X
ENZ2 Core X X X X X X
Aspect: Energy
EN3 Core X X X X X X
EN4 Core x) X
EN17 Additional X
EN18 Additional
EN19 Additional X
Aspect: Water
ENS5 Core X X X X X X
EN20 Additional
EN21 Additional
EN22 Additional X X
Aspect: Biodiversity
EN6 Core
EN7 Core
EN23 Additional
EN24 Additional
EN25 Additional
EN26 Additional
EN27 Additional X X
ENZ28 Additional
EN29 Additional X
Aspect: Emissions, Effluents and Waste
EN8 Core X X X X X X
EN9 Core X X
EN10 Core X X X X
EN11 Core X X X X X X
EN12 Core
EN13 Core
EN30 Additional
EN31 Additional
EN32 Additional
Aspect: Suppliers
EN33 | Additional |
Aspect: Products and Services
EN14 Core X (X)
EN15 Core
Aspect: Compliance
EN16 | Core I X X
Aspect: Transport
EN34 | A