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ABSTRACT

Corporate sustainability (CS) incorporates environmental, social and economic affairs into the
day-to-day functioning of the company. Corporations can achieve CS through a number of tools.
Two of these tools for CS—managing carbon emissions and sustainability reporting—have been
explained in this study. Calculation of carbon emissions and various ways by which these
emissions can be reduced has been described through a case study. As a part of the study two
calculators have been developed— one for the quantification of emissions and the other for
calculation of emission reductions that can be achieved through implementation of various
measures. This can serve as a powerful decision-making tool to implement cost-effective and
efficient measures for carbon footprint reductions in any company. Some trends for sustainability
reporting in India have also been established. Furthermore, sustainability reporting as a tool for
corporate sustainability has been elucidated through a case study. As a consequence of this
study, various limitations in the GRI-G3 guidelines for sustainability reporting have been
identified.

Key words: Corporate sustainability, carbon footprint, emission reduction, sustainability
reporting, GRI-G3 guidelines
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CHAPTER 1: CORPORATE SUSTAINABILITY

What is corporate sustainability?

In 1987, the World Commission on Environment and Development produced a
report titled Our Common Future that defined sustainable development as ‘the
humanity’s ability... to ensure that development meets the needs of the present
without compromising the ability of future generations to meet their needs’. An
interpretation of the concept of sustainable development is that ‘businesses are
conducted in a way that meets the needs of the enterprise and its stakeholders
today while protecting, sustaining and enhancing the human and natural

resources needed tomorrow’.

A concept that originates from the principle of sustainable development is that of
corporate sustainability (CS), also known as corporate social responsibility
(CSR). Linnenluecke and Griffiths (2010) cite various definitions of corporate
sustainability—it may be defined as having ‘only ecological concern’
(Shrivastava, 1995) or as ‘social responsibility of an organization’ (Carroll,
1999). Some scholars have expanded the scope of corporate sustainability to
integrate economic, ecological and environmental concerns of an organization.
(Berger et al., 2007; Dunphy et al., 2003; Dyllick and Hockerts, 2002; van
Marrewijk, 2003; cited in Linnenluecke and Griffiths, 2010). European corporate
sustainability framework research projects have defined corporate sustainability
as ‘the activities, demonstrating the inclusion of social and environmental
aspects in the normal business operations of a company and in its interaction
with its stakeholders’ (Caldelli and Parmigiani, 2004).

The concept of corporate sustainability honors the three pillars of triple bottom
line approach—economy, environment and society. It represents ‘the integration
of social, environmental, and economic concerns into an organization’s culture,
decision-making, strategy, and operations’ (Berger et al., 2007 cited in
Linnenluecke and Griffiths, 2010).
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Drivers behind corporate sustainability

The concept of corporate sustainability started to emerge only in the end of the
twentieth century, before which maximization of profits remained the sole aim of
most corporate house. Today, with rapid information sharing, increased
awareness among the public, escalating media attention, pressure from
governments, NGOs, social activists, environmentalists and civil society,
corporations find it difficult to do destructive and unethical practices without
attracting negative feedback (Patro, 2010). Stricter legislations and compliance
regimes, and the mounting pressure from various stakeholders have driven
companies to conduct their businesses in a way that is both sustainable and

inclusive.

As pointed out by Agarwal (2008), the concept of corporate sustainability gains
all the more importance in a developing country like India that cannot depend on
just governments efforts or funding from global agencies to attain sustainable
development. It also needs intervention by the multinational corporations and

local firms for moving towards the path of sustainable development.

More are more business houses in India are now moving towards a path that
leads to sustainable development. This is evident from the increasing number of
CSR activities, sustainability reports, corporate sustainability awards etc. in
India. Firms are slowly beginning to realize that they cannot exist in vacuum and
that their profits cannot multiply without accepting responsibility towards its
people, the planet and the unborn future. Their outlook towards sustainability has
changed from that of ‘charity and dependence to empowerment and partnership’
(Agarwal, 2008). All this is happening not only because of the pressure created
by various stakeholders but also because firms understand that there are a
number of opportunities that sustainable pathways can present. For instance,
innovative ideas can lead businesses to amalgamate climate change mitigation
efforts with the development of novel and efficient products, services, and
processes (Pandey, 2010). Such efforts can help businesses to gain competitive
edge and build reputation in the industry (Agarwal, 2008; Orlitzky et al., 2011).
Many other advantages, such as boost in employee confidence and cost savings
etc. can be attributed to sustainability practices in the organization.
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Figure 1: Benefits of Corporate Sustainability

Source: Agarwal, 2008

Tools for corporate sustainability

There are a variety of ways by which firms can weave the concept of corporate
sustainability into their business — by managing carbon emissions, empowering
local communities, stakeholder engagement, adopting cleaner technologies,
public disclosure etc. The focus of this project is on two tools that can help
companies to achieve corporate sustainability—managing carbon emissions, and
Sustainability Reporting. These tools have been explained in the following
project report.



[5]

CHAPTER 2: MANAGING CARBON EMISSIONS

2.1 INTRODUCTION

Global warming and climate change have come to the forefront as crucial
sustainable development issues. The main reason for global warming in the past
50 years has been the increasing concentration of green house gases (GHG)
(IPCC, 2001; IPCC, 2007) caused by anthropogenic activities such as burning of
fossil fuels, rapid industrialization and deforestation. The GHGs which include z
(CO;), methane (CH,), nitrous oxide (N;O), hydrofluorocarbons (HFC),
perfluorocarbons (PFC) and sulphur hexafluoride (SFg) prevent earth’s heat

from escaping into space, somewhat like the glass panels of a greenhouse.

The rising temperatures on earth are likely to have many undesirable effects on
natural and human systems. Rising sea-levels, increasing instances of disasters,
unpredictable and changing weather patterns affecting crop yield are only a few

of the many havocs that can result from climate change.

Recognizing these risks, governments and other entities around the world are
acting now to build greater resilience to the impending effects of climate change.
As rightly remarked by Sundin and Ranganathan (2002), ‘businesses have now
become the focus of most national climate policy and voluntary efforts, both as

the main source of GHG emissions as well as a major provider of solutions’.

In addition, corporate leaders have also started to realize that climate change is a
major threat to their business and that taking action on climate change is a
responsible business decision. Since it is imminent that climate change will have
a material impact on business, progressiveness of companies in managing
climate change impacts would also determine their leadership position in

industry.
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2.2 LITERATURE REVIEW

Managing carbon emissions is one of the first steps that any company can take to
develop an effective strategy against climate change, a view also supported by
Sundin and Ranganathan (2002). This can be achieved by making the business

and its associated operations carbon neutral.

What is carbon neutrality?

The term carbon neutral has been defined by Murray and Dey (2009) as
‘cancelling out the harm done to the earth's atmosphere by one type of GHG-
generating human activity, through another human activity that either reduces
CO; emissions by an equal amount; or prevents an equal amount being generated
by an essential CO, producing human activity by substituting a non- or low

carbon producing alternative’.

Carbon nevtrality
Offset
Purchase offsets

or invest in clean
projects

Reduce

Identify emissions
reduction targets

Reduce GHG emissions
through implementatfion
Measure of the recommended

measures

Map carbon
footprint

Figure 2: Pathway to carbon neutrality

The pathway to carbon neutrality can be divided into three phases:
I.  Calculation of the carbon footprint

Several definitions of carbon footprint have been cited in literature. Johnson
(2009) defines carbon footprints as the ‘summation of the greenhouse-gas
emissions of a product or service across its lifetime (or life cycle)’. According to
Weidmann and Minx (2008) carbon footprint is ‘a measure of the carbon dioxide
emissions that is directly and indirectly caused by an activity or is accumulated

over the life stages of a product’. According to Johnson (2008) and Peters
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(2010), carbon footprint can be calculated for a person, household, organization,
product or specific regions and countries.

Several guidelines, such as the IPCC guidelines, 1SO 14064 and Green House

Gas (GHG) Protocol, are available for calculation of carbon footprints.

One of the most widely used guidelines for calculating emissions is the GHG
protocol that was first published in 2001 as a result of multi-stakeholder
partnership  of  businesses, non-governmental organizations (NGOs),
governments, and others (World Resources Institute and World Business Council
for Sustainable Development, 2004). The revised edition of the protocol was
published in 2004.

It was the GHG Protocol that first came up with the concept of scopes of
emissions that avoided double counting and defined responsibility of emissions
onto the emitter (Aggarwal, 2009). The GHG protocol is a building block which
has been used a reference to create many other standards and calculators such as
Carbon Trust Standard, Carbon Disclosure Project, ISO 14064 standard etc.
(Donoghue, 2008).

Several benefits are associated with measuring the carbon footprint of one’s
business. In addition to being the first step in the ladder of carbon neutrality, it
helps identify risks and opportunities associated with GHG emissions. (Sundin
and Ranganathan, 2002). Also, measuring GHG emissions may be important for
the ‘company’s license to operate’ (Sundin and Ranganathan, 2002), to
participate in public reporting and other GHG programs (World Resources
Institute and World Business Council for Sustainable Development, 2004). In
India, carbon footprint is not mandated by the legislation and is generally taken

up as a voluntary exercise by various corporate houses.

I1. Reduction of GHG emissions

Lord Turner rightly said, “The first step towards managing carbon emissions is
to measure them because in business what gets measured gets managed.”
(Deloitte LLP, 2010). Therefore, once the footprint is calculated it is important
that emission reduction targets are identified and a strategy is developed to
reduce these emissions over a defined period. Modifying technical processes,

enhancing energy efficiency, behavioural changes can lower the GHG emissions
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associated with a corporation. Eckel (2007) suggests implementation of energy
conservation actions like putting off the lights when they are not needed and
changing standard incandescent light bulbs to compact fluorescent light bulbs.
These changes are likely to decrease emissions while also conserving energy.
Also, the associated cost savings are hard to disregard (Deloitte LLP, 2010). For
instance, simple measures like switching off unnecessary lights, maintaining air
conditioning at a temperature of 25°C instead of 24°C, or using fuel-efficient
vehicles are likely to cut down on company’s electricity and fuel bills,
amounting to huge cost savings for the company. Finally, implementation of the
emission reduction measures also adds to company’s brand image giving it a

competitive edge in the industry.

1.  Off-setting the remaining emissions

Offseting is ‘the substitution of emissions forgone for emissions produced’
(Murray and Dey, 2009). The damage done by ones emissions is offset through
the act of someone else who agrees to change their practice so that they eliminate
or prevent a similar amount of damage (Murray and Dey, 2009). For instance,
carbon emissions of a company may be offset by buying voluntary carbon credits
or Renewable Energy Credits (RECs) from the market and then retiring them.



[9]

2.3 OBJECTIVES

The major project’s aim was to present a case study for calculating and reducing
carbon-footprint of corporate sector. The project mainly focussed on completing
the first two steps towards carbon neutrality (as described in figure 2). Thus the

objectives of the project were:

e To calculate carbon foot-print of a company ABC*.

e To devise a strategy to reduce the footprint of ABC.

24 METHODOLOGY

2.4.1 CALCULATION OF CARBON FOOTPRINT

The GHG Protocol (World Resources Institute and World Business Council for
Sustainable Development, 2004) was followed to measure the carbon footprint of
ABC.

The following approach was followed to determine the carbon footprint of ABC.
Determining the base year for the exercise

e Base year is defined as the first year for which an organization reports
complete emissions data from its operations. For subsequent years’
carbon footprint, this data serves as the baseline and any increase or
reduction in total carbon footprint can be benchmarked against the base

year carbon footprint.

e Calendar year 2010 (January to December 2010) was taken as the base

year for calculation of emissions.

Setting up the organizational boundaries

Business operations can vary in their legal and organizational structures.
According to the GHG protocol, two distinct approaches can be used to
consolidate facility level GHG emissions: the equity share approach and the

control approach.

Under the equity share approach, a company accounts for GHG emissions from

operations according to its share of equity in the operation. Under the control

! Name of the company has been changed
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approach, a company accounts for 100 percent of the GHG emissions from

operations over which it has control.

To decide the organizational boundary of ABC, meetings were held with the
Company Secretary and top management of the company to understand the
company’s structure and the financial and operational control that ABC has over
its subsidiaries. Finally, operational control approach was used to define ABC’s

organizational boundary.

ABC’s organizational boundary was:
o ABC India: Offices at Gurgaon, Pune, Bangalore
o ABC International: Offices at Indonesia, Thailand, United States
o Subsidiary 1: Offices at Gurgaon, Tamil Nadu
o Subsidiary 2: Offices at Sri Lanka

Setting up the operational boundaries

e This step involves identifying emissions associated with a company’s

operations and categorizing them as direct and indirect emissions.

e The operational boundary of ABC was decided after discussing it at meetings
with top management and consultations with associates of the company and

has been defined in Error! Reference source not found..

Table 1: ABC's operational boundary

Scope 1: Direct GHG emissions

Fuel combustion: DG sets
Fuel combustion: LPG cylinders
Refrigerant leakage

Scope 2: Electricity indirect GHG emissions

Electricity from the grid

Scope 3: Other indirect GHG emissions

Business travel: Air
Business travel: Rail
Business travel: Road
Food transport: Road
Employee commute
Waste disposal
Paper consumption
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e The data collection sources and methodology for ABC’s carbon footprint

assessment are summarized in

e Table 2.

Table 2: Methodology and assumptions for data collection

Emission Data Assumptions and Methodology used
Source Required
Fuel Use in DG Quantity of Litre e  Electricity consumed by DG sets was
sets fuel consumed determined through the electricity bills.
e The efficiency of DG sets was assumed
to be 2.8 KWHh/L, after consulting the
administrative staff of the building that
takes care of maintainace of the DG sets.
e  The amount of fuel consumed by DG
sets was calculated by dividing the
electricity consumed by the efficiency of
the DG set.
Fuel Use in LPG  Quantity of Litre e Number of cylinders used x quantity of
cylinders fuel consumed fuel in each cylinder
Refrigerant Loss  Refrigerant Kg e  The amount of refrigerant top up in the
lost from the cooling system was considered to be
cooling equal to the amount of refrigerant lost
systems from the system.
Electricity Amount of KwWh e Calculated from the electricity bills
purchased from purchased
grid electricity
Business Travel —  Total sum of Passenger e  All flight and train records were
Rail, Air distance kilometers collected. For each journey, distance
covered by all between Origin and Destination was
journeys calculated.
e Distances from all journeys were added
to calculate the total distance covered
Business Travel Quantity of Litre o  Average mileage of the vehicles was

—Road

Fuel consumed

obtained from interviews with the
drivers.

Cab bills were collected. Distances from
all journeys were added to calculate the
total distance covered.

Fuel consumed was calculated by
dividing the distance between origin and
the destination by the mileage.
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Table 2 (continued): Methodology and assumptions for data collection

Emission Data Assumptions and Methodology used
Source Required
Employee Distance Km/km e Survey was created in Surveygizmo
commute covered by all  per litre (Annexure 1) and the responses from
employees, all the employees were collected
their vehicle online.
type and
mileage of the
vehicle
Waste disposal Quantity of Kg e  Average amount of waste disposed daily
waste disposed was determined after talking to the

garbage collector. This was then
multiplied by the number of working
days in a year to determine the annual
waste disposal.

Paper Quantity of Kg e Only paper used for printing/ xeroxing/
consumption paper faxing was considered.
consumed

v.  Collecting appropriate emission factors for various sources

e Emission factors are factors for converting usage of sources of emission into

the corresponding GHG emissions.

e Emission factors were collected from a number of published sources and
preference was given to factors that are available from a more reliable and
accurate source. Wherever possible, country-based emission factors were

used.

vi.  Developing calculator to calculate the carbon footprint

e A customised calculator MS-Excel 07 was developed for calculating the
carbon footprint of ABC (Annexure 2). The calculator would be able to
calculate the carbon footprint of ABC in the subsequent years by just feeding
in the relevant data. The calculator can also be used in other service sector

corporations or may be modified to be used in other corporations.
e The calculator was also reviewed and tested.
vii.  Calculating the total emissions

e Emissions from a particular source were finally calculated by multiplying the

scale of the activity with its relevant emission factor.
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E=AXEF
Where,
E = emissions
A = activity data (e.g., fuel consumed)

EF = emission factor

2.4.2 REDUCING THE FOOTPRINT

Identifying ways to reduce the footprint
Meetings were held with top management and associates to identify ways

that could be implemented to reduce the carbon footprint of the company.

Data collection

Most of the data had already been collected during the carbon footprint

exercise.

Developing calculator to calculate reduction in emissions

A calculator in MS-excel 07 was created to calculate the emission reductions
(Annexure 3) that can be achieved by implementing each of the identified
emission reduction measures. All the assumptions taken for calculating

reductions have been shown in the calculator.
The calculator was reviewed and tested.

The ease of implementation and the relative costs for each of the measures
was determined after consultations with concerned authorities (administrative

staff, top management, employees etc.)

All the reduction measures were expressed in the form of a primacy matrix.
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2.5 RESULTS
2.5.1 ABC'’s carbon footprint for the defined boundaries is shown in the Table 3.

Table 3: ABC's overall carbon footprint

Company Footprint (Tonnes CO,¢)

ABC India 493.91
ABC International 21.09
Subsidiary 1 124.44
Subsidiary 2 46.63
i. ABC India

ABC India’s maximum footprint is because of fuel combustion which includes

combustion in the DG sets and in the LPG cylinders (used for cooking).

Table 4: Carbon footprint, ABC India

CO, CHa \'Po} Total direct GHG % of Total Emissions

Tonne CO; Tonne CO,e Tonne CO,e Tonne CO.e

Scope 1

Fuel Combustion 152 0.153 0.366 152 30.83%
Refrigerant Leakage A A. 0.23%
Scope 1 - Total 31.05%
Scope 2

Grid Electricity 55.70 N.A. N.A. 55.70 11.28%
Scope 2 - Total 55.70 11.28%
Scope 3

Business Travel - Air 111 0.0189 1.0892 112 22.65%
Business Travel - Rail 0.92 N.A. N.A. 0.92 0.19%
Business Travel - Road 50.51 0.0511 0.1219 50.68 10.26%
Food transport 7.40 0.0075 0.0179 7.43 1.50%
Employee commute 110 0.1321 0.3049 110 22.29%
Waste disposal N.A. N.A. N.A. 2.62 0.53%
Paper usage N.A. N.A. N.A. 1.18 0.24%
Scope 3 - Total 284.83 57.67%
Total Emissions 493.91
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Figure 3: Scope-wise emissions, ABC India
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Figure 4: Carbon footprint, ABC India
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ii. ABC International

Table 5: Carbon footprint, ABC International

CO; CH, N.O Total direct GHG % of Total Emissions

Tonne CO, Tonne CO,e Tonne CO,e Tonne CO.e

Scope 1 - Total 0.00 0.00%
Scope 2

Grid Electricity 15.30 N.A. N.A. 15.295 72.52%
Scope 2 - Total 15.30 72.52%
Scope 3

Business Travel - Road 3.747 0.004 0.009 3.760 17.83%
Employee commute 1.938 0.002 0.014 1.954 9.26%
Paper usage N.A. N.A. N.A. 0.08 0.39%
Scope 3*- Total 5.80 27.48%
Total Emissions 21.09

* Air travel has been accounted for in EVI India's emissions due to unavailability of segregated data.

Figure 5: Scope-wise emissions, ABC International
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Table 6: Carbon footprint, Subsidiary 1

Total direct GHG

Tonne CO, Tonne CO,e Tonne CO,e Tonne CO,e

% of Total Emissions

Scope 1
Fuel Combustion

Refrigerant Leakage

Scope 1 - Total

Scope 2

Grid Electricity
Scope 2 - Total
Scope 3

Business Travel - Air
Business Travel - Rail
Business Travel - Road
Food transport
Employee commute
Waste disposal
Paper usage

Scope 3 - Total

Total Emissions

22.32
0.1755

9.00

27.69
0.1132
35.26
1.16
16.90
N.A.
N.A.

0.0226
N.A.

0.0034
N.A.
0.0357
0.0012
0.0231
N.A.
N.A.

0.0538
N.A.

0.2719
N.A.
0.0851
0.0028
0.0489
N.A.
N.A.

22.39
0.1755

19.62
19.62

27.96
0.1132
35.38

1.16

16.97
0.4092
0.2581
82.25

124.44

18.00%
0.14%
18.14%

15.77%
15.77%

22.47%
0.09%
28.43%
0.93%
13.64%
0.33%
0.21%
66.09%




Pecentage CO,e emissions

120%

100%

80%

60%

40%

20%

0%

(18]

Figure 7: Scope-wise emissions, Subsidiary 1
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Figure 8: Carbon footprint, Subsidiary 1
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Iv. Subsidiary 2

Table 7: Carbon footprint, Subsidiary 2

Total direct GHG % of Total Emissions

Co; CH, N0

Tonne CO, Tonne CO.e Tonne CO.e Tonne CO.e

Scope 1 - Total 0.00 0.00%
Scope 2
Grid Electricity N.A. N.A. N.A. 0.17 0.36%
Scope 2 - Total 0.169 0.36%
Scope 3
Business Travel - Road 20.074 0.020 0.048 20.14 43.20%
Employee commute 26.17 0.0283 0.0675 26.27 56.33%
Paper usage N.A. N.A. N.A. 0.0515 0.11%
Scope 3 - Total 46.46 99.64%
Total Emissions 46.63
Scope 1
0.00%
Scope 2
0.36%
Scope 3
99.64%

Figure 9: Scope-wise emissions, Subsidiary 2,
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Figure 10: Carbon footprint, Subsidiary 2
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2.5.2 EMISSIONS REDUCTION

e Most of ABC*s emissions can be attributed to use of electricity (scope 1 and
2) and transportation (scope 3). Therefore, all the measures to reduce the
footprint were targeted at these two segments.

e The reduction measures have been defined only for ABC’s offices in

Gurgaon, Pune and Banaglore and for Subsidiary 1’s office in Gurgaon.
e The measures for emission reduction of ABC are presented in Table 8.
e The recommendations have been depicted using graphs (Figure 12-16)

o The X-axis shows the ease of implementation of a particular measure.
The ease of implementation has been shown on a comparative scale, the

origin of the graph signifying easiest to implement.

o The Y-axis shows the reduction in overall emissions that would be
achieved if the said measure is implemented.

o The size of the circles

signifies the relative cost for

Quadrant 2 Quadrant 1
the implementation of a Easy to implement, Difficult to
) high reduction in implement, high
particular ~ measure.  The emissions reduction in
A emissions
smallest circle means least
cost, the biggest circle
signifies maximum cost as
Quadrant 4
Quadrant 3
compared to other measures. Difficult to

Easy to implement, .
N implement, low
low reduction in

o The graphs (figure 12, 14, 16) emissions reduction in
have been divided into four
quadrants as explained in

figure 11. Figure 11: The four quadrants in the graphs
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Table 8: Recommended measures for reduction of carbon footprint at ABC

T S LY omwmmnan Percentage Percentage Percentage

reduction in reduction in reduction in

emissions (Scope emissions overall

1&2) (Scope 3) emissions

Maintain AC temperature 4.21% 1.77%
depending on time of the day

Use star-labelled split ACs 2.61% _ 1.09%
Decreased vacuuming 0.11% _ 0.05%
Conversion of CFL to LED bulbs 3.58% _ 1.50%
Decentralized lighting 1.79% _ 0.75%
Sensor based lighting 1.79% _ 0.75%
Reduced lighting before 9 am and 0.78% _ 0.33%
after 6 pm

Switch off all lights during lunch 0.49% _ 0.20%

time (1 pmto 2 pm)

Total Potential for Scope 1 and 15.37%

Scope 2 footprint reduction

Book CNG cabs only _ 5.53% 3.21%
Work from home once a month _ 9.51% 1.19%
Employee carpool/cabs for _ 15.96% 5.52%

commute to office

Employee CNG carpool/cabs for 2.04% 9.27%

commute to office

Total Potential for Scope 3 33%

footprint reduction

Total Potential for overall 26%

footprint reduction
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2.6 DISCUSSION AND CONCLUSION

Corporations across the globe are measuring and managing their footprints to
move towards a path of carbon neutrality. It is one of the easiest and most
beneficial tools that multinational corporations and local firms can use to create a
culture of corporate sustainability.

The present study discusses the calculation of carbon footprint of ABC, a
consultancy firm dedicated in its fight against climate change. The study also
proposes various methods that can be implemented to bring a reduction in the

company’s footprint.

Furthermore, the project has helped in the creation of two calculators, one for
calculating the emissions and the other for calculating the emission reductions.
Both the calculators are easy to use and can be modified and applied to different
types of organizations. In addition, the second calculator is a very powerful tool
to determine the most effective and result-oriented emission reduction measures.
Based on the ease of implementation and the reduction in emissions that each of
the recommended measure brings about, the management can take well-informed

and efficient decisions to reduce the company’s emissions.

The exercise has also been helpful to the ABC Company where it has
streamlined the entire process of data collection and management. In addition, it

will also help the company to reduce its emissions in the easiest possible way.

However, the reduction measures here have been limited in its scope for ABC’s
Indian offices only. It is hoped that this study would serve as a step in the right

direction and more corporate in India will follow suit.
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CHAPTER 3: SUSTAINABILITY REPORTING

3.1 INTRODUCTION

Companies are under increasing pressure from key stakeholders to be transparent
about their values, principles and performance as regards to sustainable
development. Sustainability reporting is an effective response to this need for
greater accountability and transparency. It has now become established as an
important element of business communication by the world’s leading companies

like Moser Baer, Nike, Larsen and Toubro, Citigroup, BMW.

Sustainability reporting is defined as the practice of measuring, disclosing and
being accountable to internal and external stake holders for the economic,
environmental and social impacts caused by an organization through its everyday
activities. It should represent both positive and negative contributions, creating a
report that is balanced and reasonable representation of sustainable performance
of the reporting organization.

3.2 LITERATURE REVIEW

Sustainability reporting is a structured, continuous process of collecting,
monitoring & reporting information on the company’s economic, environmental
& social performance. The information to be disclosed must be in alignment with

the stakeholder’s expectations.

Till the 1990s, companies disclosed only financial performance and any non-
financial reporting was dominated by charitable or philanthropic activities
(Agarwal, 2008). However, now there has been rising pressure from various
stakeholders like competitors, investors, clients, employees and media for
companies to be more transparent and accountable for both financial as well as
non-financial performance. Thus, it has become critical for companies to not
only develop CSR or CS initiatives but also to effectively communicate them, a
view also supported by Agarwal (2008). In today’ time, separate environmental
sustainability reports are being published to communicate such information in
contrast to earlier times when annual reports were used to impart some
information on environmental concerns (Nieminen and Niskanen, 2001 cited in
Jose and Lee, 2007). A survey done by KPMG in 1993 reported that only 15% of
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the companies surveyed were producing separate environmental or sustainability
reports. This number increased dramatically to 45% in 2002 survey conducted by
KPMG (Jose and Lee, 2007). As per Jones et al. (1998 cited in Jose and Lee,
2007) , the popularity of the internet has encouraged more and more compnaies

to report on their environmental performance.

Reporting on sustainable development issues is currently done on voluntary
basis. However, this is changing with mandatory requirements being introduced
for aspects of sustainable development in certain countries such as France and
Germany. It is not mandatory for corporate in India to publish sustainability

reports, except for Indian companies’ listed abroad.

The perspective taken while reporting on sustainability is that for an organization
to be sustainable it must be financially secure, it must minimize its negative
environmental impacts while acting in conformity with the society. Thus,
sustainability reporting honors the three pillars—economy, environment and
society—of triple bottom line approach. This directly ties the concept of

reporting to the goal of corporate sustainability.

Benefits of Sustainability Reporting

Sustainability reporting provides many benefits to the companies (Global
Reporting Initiative Version 3, 2000-2006; Singh, 2010; Skouloudis et al., 2010).

e The process of preparing sustainable reports provides warning of

unanticipated risks and opportunities.

e As the concept of sustainable reporting has wide coverage and scope, almost
every aspect that otherwise would go unnoticed is reviewed. This also

motivates better data management.

e Transparent reporting on sustainability concerns in the organization ensures

stability and economic viability.

e The detailed reporting requirements helps in reducing volatility and

uncertainty in share prices of the organization.

e Sustainability reporting makes the organization accountable and
demonstrates how a company lives up to its principles, thereby making it a

responsible employer.
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e Sustainability reports improve trust and investor confidence.

e Improved dialogue with the stakeholders, through formal and informal
means, occurs while preparing the report. The report itself also acts as an
effective communication link between the stakeholders and the company.
This ensures that a healthy relationship is built with all stakeholders.

e Sustainability reports also act as a useful tool for the company to build its
brand image and gain competitive advantage in industry.

e Public disclosure of performance goals and improvement targets puts extra
responsibility on management to perform well and thus ensures continual

improvement.

e Sustainability reporting involves assessment of business processes, collection
and analysis of data on resource and material usage. This leads to

identification of cost reduction and revenue generation opportunities.

Guidelines for reporting

There are several guidelines available for sustainability reporting:
o AA1000 assurance standard
o Business in community’s winning with integrity
o Environmental reporting guidelines (Japan)
o Framework for Public Environmental Reporting (Australia?)
o General guidelines on Environmental Reporting
o Global Reporting Initiative (GRI)
o OECD guidelines
o United Nations Global Compact

The GRI Reporting Framework

Of these guidelines, GRI Reporting framework is the most popular due to its
simplicity and wide applicability. If measured by rate of uptake,
comprehensiveness, visibility and prestige, GRI has been very successful since
its modest inception in 1999 (Brown et al., 2009). At present, the third version of
GRI guidelines, GRI-G3 is being followed the world over. The fourth generation
of guidelines, i.e., GRI-G4 sustainability reporting Guidelines are planned to be
published in 2013.
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GRI Reporting Framework is a voluntary disclosure activity Drawn from Global

Compact principles. It has been developed through a multi-stakeholder,

consensus seeking approach. The GRI Reporting Framework can be used across

organizations of any size, sector or location (Singh, 2010).

Strategy and analysis

eStatement from the most senior decision maker
about the relevance of sustainability to the
organization and its strategy.

eDescription of key impacts, risk and opportunities

Organizational Profile eQOrganizational background information

eReport scope and boundary

Report parameters *GRI Content index
eAssurance
Governance, commitments eGovernance
and engagements eExternal initiatives
eStakeholder engagement
eEconomic
Management approach and .
. eEnvironmental
performance indicators ,
eSocial

Figure 38: Sustainability reporting framework based on GRI guidelines

The GRI guidelines have emphasized on the following principles that must be

followed for defining content of the sustainability report:

Materiality: The report should cover information that reflects the
organization’s significant environmental, social and economic impacts or
that influences the decisions of the stakeholders. A high quality report is
not a report which reports on all possible issues. It is important to identify
the area to focus on so that the quality and credibility of the reporting
process is enhanced.

Stakeholder inclusiveness: Identification of stakeholders is a critical
component of the reporting process and the final report should meet their
reasonable expectations and interests.

Sustainability context: The report should be able to reflect on the
organization’s performance in the wider context of sustainability.
Completeness: Coverage of material information should be able to reflect
organization’s economic, environmental and social impacts and enable

stakeholders to assess the performance.
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As per the GRI guidelines, the following six principles must be followed for

defining quality of the sustainability report

Vi.

Balance: The report should be balanced in reflected upon both the
negative and positive aspects of the organization’s performance.
Comparability: The report should enable stakeholder’s to make
comparisons over temporal and spatial scales.

Accuracy: The reported information should be accurate.

Timeliness: Reporting should be done on defined schedules and reports
should be made available to stakeholders in time to make informed
decisions.

Clarity: The information in the report should be unequivocal and easily
understandable by all stakeholders.

Reliability: Information and processes used in the report should be able to
be verified.

GRI application levels

To indicate that a report is GRI-based, report makers should declare the level to

which they have applied the GRI Reporting Framework via the “Application

Levels” system. There are six application levels: A, A+, B, B+, C and C+. The

plus sign at each level is given when the report is assured by a third party.

Table 9: GRI Application levels

C C+ B B+ A A+
Report on Report on all criteria Same as requirements
1.1 listed in C, plus for level B
2.1-2.10 1.2
3.1-3.8,3.10-3.12 3.9,3.13

4.1-4.4,4.14-4.15

Not required

Report on minimum of

4.5-4.13,4.16.4.17

Management approach
disclosures for each
indicator category

Management approach
disclosed for each
indicator category

Report on a minimum

Respond on each G3

© ©
10 performance g of 20 performance g core indicator and
indicators, including at 3 indicators, at least one 3 sector supplement
least one from each of | > | from each of social, | > | indicator with due
social, economic and | ‘s economic, s regard to materiality
environment. 3 environment, human | g principle by either
& rights, labour and | & reporting on  the
5 product responsibility 5 indicator, or explalnlpg
& S | the reason for its
@ o

omission.

Report externally assured
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3.3 OBJECTIVES

The number of sustainability reports produced varies with regions, company size
and sector (Jose and Lee, 2007). A number of studies have been done to
understand the phenomenon of sustainability reports in many countries like
Greece (Skouloudis et al., 2010), south-east Asia (ACCA, 2010), Australia
(Clarkson et al., 2011) and Sweden (Park and Brorson, 2005). However, no such
study in my knowledge has been done to understand the escalating trend of
publishing sustainability reports in India.

e Thus the study was taken up with the primary aim of determining the trends

of sustainability reporting in India.
e In addition, the objective of the study was to present a case study for

sustainability reporting of a corporation in India.

3.4 METHODOLOGY

3.4.1 Determination of trends of sustainability reporting in India

e The scope of the study was limited to sustainability reports based on the GRI
framework, published between 1999 to 2010.

e The GRI Reports list was downloaded from the GRI website. The
information on reports published in India from 1999 to 2010 was analyzed to
determine temporal trends with respect to sectors, scale, listing, application

levels, third party assurance etc.

3.4.2 Case study

A sustainability report was prepared for ABC Company® based on the GRI-G3
guidelines. ABC Company is a global consulting and finance firm. The
methodology followed for preparing ABC’s sustainability report is explained in
figure 19.

*> Name of the company has been changed
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GRI G3

Framework

eManagement
Approach

*Relevant aspect and
parameters to report

eData Collection

.

(-Report Writing
eCommunication

Wl Sustainability

Figure 19: Methodology followed to prepare ABC’s sustainability report
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3.5 RESULTS
3.5.1 TREND ANALYSIS

For the analysis of results in the following section, only GRI framework has
been considered. All results have been reported from 1999 to 2010, unless
otherwise stated (For a detailed list of all sustainability reports, refer Annexure
5).

2000 From 1999 to 2010,
1800 ® Oceania g|oba| Iy 6788
sustainability  reports

1600

M Northern

America  have been published
® Latin based on the GRI

America

[u
N
o
o

[uy
N
o
o

1000

800 framework. This

W Europe
600

number has multiplied

400

No. of sustainability reports

by 165 times from just

M Asia
200

11 published reports in
m Africa 1999 to 1825 reports in

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Year 2010 (Figure 20).

Figure 40: Sustainability reports published globally

Though India forms only one percent of all the sustainability reports published
worldwide (Figure 21), the trend is catching up (Figure 22). The first
sustainability report, based on GRI framework, in India was published in 2001
by TATA. Since then, reporting in India has been done primarily on voluntary
basis. A total of 94 reports have been published in India till end of 2010. Only
for Indian companies’ listed or going to be listed abroad, sustainability reporting
is mandatory.
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Figure 22: Sustainability reports published in India



According to GRI’s
classification, India IS
categorized under Lower
Middle Income Countries and
Territories (DAC-LMICT).
Compared to other countries in
the same category, India has
produced the second largest
number of reports next only to
China (Figure 23). In addition,
according to Global Reporters
2004 Survey of Corporate
Sustainability Ranking, TATA

Steel’s report from India was one
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Thailand
4%

Sri Lanka

3%
Phillipines
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Jordan
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Indones

5%
China
48%

Georgia
0%

Figure 23: Sustainability reports published in Lower Middle
Income Countries and Territories

of the strongest reports in emerging economy

countries and the best report in India (Agarwal, 2008).

The 94 reports that have been
produced in India have been
produced by only 38 companies.
71% of these companies have
been listed on the Bombay Stock
Exchange (BSE) (Figure 24),
indicating that it is more likely for
a listed company to report on

sustainability issues.

In India, almost all the reports
published till date are from
large-scale organizations. Only
one small and medium
enterprise (SME) has published
sustainability report till date
(Figure 25).

Not
listed on
BSE
29%

Figure 24: Sustainability reports in India, by listing

100 93
90
80
70 A
60
50 A
40 -
30 -
20 A
10 ~ 1

No. of sustaianbilty reports
published

Large SME

Figure 25: Sustainability rebortsrin' India, by scale of the company
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A look at the statistics for sector-wise sustainability reports shows that the
maximum number of reports has been published by conglomerates followed by

mining sector (Figure 26).

Conglomerates
Mining

Computers

Chemicals

Metals Products
Construction Materials
Automotive

Energy

Financial Services
Healthcare Products
Food and Beverage Products
Energy Utilities
Commercial Services
Textiles and Apparel
Other

Equipment
Construction
Agriculture

Sector

0 5 10 15 20 25

Number of sustainability reports in India

Figure 26: Sustainability reports published, sector-wise

The GRI-G3 guidelines were published in 2006, before which the first and
second versions of the framework were used world over (Figure 27). Out of the
74 reports that have followed the third version of the GRI framework, 28%
reports have been assured by third party whereas 46% reports are GRI-checked
(Figure 28).

GRIG1, 3
GRI G2,
17
Third-
party-
checked
21 GRI-
checked
34
Self-
GRIG3, declared
74 9
Figure 27: Sustainability reports published, Figure 28: Sustainability reports published,

based on version of the guidelines based on status



Of the 74 reports in India
that are based on GRI-G3
guidelines, a whooping
67% have the application
level A+ and only a 3%
are based on C application
level (Figure 29).

Figure 29: GRI-G3 sustainability reports, based on application level

3.5.2 CASE STUDY
A Step 4
Step 3
Z Step 2 _ _ su(aholdersm
& Third-party assured | involved in the
e ubli assurance process.
S Step 1 R TonRL:
?
S
=
Internal reporting
system is imple-
No internal reporting mented. No public
system. report.
No public report,

»
Advances in voluntary reporting and assurance
Figure 50: Steps normally taken by reporting organization for sustainability reporting

Source: Park and Brorson, 2005

As explained by Park and Brorson (2005) (Figure 30), most companies’ first step
towards sustainability reporting is internal reporting. Following this is the report
that is made publically available.

The sustainability report created for ABC Company is its first report. The
company also plans to follow the same steps as depicted in figure 30. Thus, the
first sustainability report created for the company is meant only for internal
reporting. The first draft of the report is ready and has been sent for review to the
senior management. According to what has been reported in the sustainability
report of ABC, it is a GRI application C level report.
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The following parameters were reported on, based on GRI-G3 guidelines.

Table 10: Company's profile

Parameter Reported
Yes/No

1. Statement from most senior decision-maker of the organization Yes
2. Organizational profile Yes
3. Report parameters Yes
4, GRI Content Index Yes
5. Assurance Yes
6. Assurance, commitment and engagement Yes
7. Commitments to various initiatives No

8. Stakeholder engagement Yes
9. Management approach No

Table 11: Performance indicators: Economic

Indicator  Performance indicator Reported  Reason for
number (Yes/No) not
reporting
EC-01 Direct economic value generated and distributed No Data awaited
EC-02 ‘Financial implications and other risks and No Data awaited

opportunities for the organization’s activities
due to climate change

EC-03 Coverage of the organization’s defined benefit plan | No Data awaited
obligations

EC-04 Significant financial assistance received from | Yes -
government.

EC-05 Range of ratios of standard entry level wage | No Data awaited

compared to local minimum wage at significant
locations of operation

EC-06 Policy, practices, and proportion of spending on [ No Data awaited
locally-based suppliers at significant locations of
operation.

EC-07 Procedures for local hiring and proportion of senior [ No Data awaited

management hired from local community

EC-08 Details of infrastructure development and services for | No Data awaited
public benefit

EC-09 Organization’s understanding of significant indirect | No Data awaited
economic impacts of organization’s activities
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Table 12: Performance indicators: Environment

Indicator Performance indicator Reported Reason for

number (Yes/No) not reporting

EN-1 Weight and volume of materials used No Not material

EN-2 Recycled material used as input No Not material

EN-3 Direct energy consumption Yes -

EN-4 Indirect energy consumption Yes -

EN-5 Energy savings by conservation and efficiency | Yes -
improvement

EN-6 Use of energy-efficient or renewable energy and | Yes -
advantages from it

EN-7 Actions for reductions of indirect energy | Yes -
consumption

EN-8 Total water consumption No Data

unavailable

EN-9 Water sources significantly affected by consumption | No Data
by organization unavailable

EN-10 Efforts for water recycling and reuse No Data

unavailable

EN-11 Land use details in and around protected and high | No Not material
biodiversity regions

EN-12 Significant impacts of the organization’s activities on | No Not material
biodiversity

EN-13 Habitats protected or restored No Not material

EN-14 Action and plans for managing impacts on bio | No Not material
diversity.

EN-15 No. Of species listed in national conservation list | No Not material
affected by operations of the organization

EN-16 Total GHG emissions by weight Yes -

EN-17 Other relevant indirect GHG emissions by weight Yes -

EN-18 Initiatives to reduce GHG emissions and reductions | Yes -

received so far

EN-19 Emissions of ODS by weight Yes -
EN-20 NOx, SOx and other significant air emissions by type | No Not material
and weight

EN-21 Total water discharge by quality and destination No Data
unavailable

EN-22 Total weight of wastes by type and disposal methods | No Data
unavailable

EN-23 Total no. and volume of significant spills No Not material

EN-24 Details of hazardous wastes handled and disposed No Not material

EN-25 Impacts of organization’s discharges of water and | No Not material

effluent on water bodies and biodiversity




[40]

EN-26 Initiatives to mitigate environmental impacts of | No Not material
product and services

EN-27 Details of products and packaging material reclaimed | No Not material

EN-28 Details of significant fines and non-monetary | No Not material
sanctions for non-compliance with environmental
laws

EN-29 Impact of transporting product and materials used for | No Not material
the organization’s operations, on environment and
personnel involved

EN-30 Total environmental expenditures and investments No Data

unavailable

Indicator

number

Table 13: Performance indicators: Human rights

Performance indicator

Reported
(Yes/No)

Reason for
not reporting

HR-1 Details of investment agreements that include human | No Not material
rights clauses

HR-2 Details of suppliers and contractors that have | No Not material
undergone screening on human rights

HR-3 Details of employee training on policies and | No Data
procedures concerning relevant aspects of human unavailable
rights

HR-4 Total number of incidents of discrimination and | Yes -
actions taken

HR-5 Actions taken to support the right to exercise freedom | No Not material
of association and collective bargaining

HR-6 Measures taken to eliminate child labour Yes -

HR-7 Measures taken for elimination of forced or | No None
compulsory labour

HR-8 Details of security personnel’s training in | NO Not material
organization’s policies or procedures regarding
aspects of human life

HR-9 Incidents of violations of rights of indigenous people | No Not material

and actions taken

Indicator
number

Table 14: Performance indicators: Labour practices and decent work

Performance indicator

Reported

(Yes/No)

Reason for
not reporting

LA-1 Total workforce by employment type, employment | Yes -
contract, and region

LA-2 Total number and rate of employee turnover by age | Yes -
group, gender, and region

LA-3 Benefits provided to full-time employees that are not | Yes -

provided to temporary or part-time employees, by
major operations.
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LA-4

Percentage of employees covered by collective
bargaining agreements

No

Not material

LA-5

Minimum notice period(s) regarding significant
operational changes, -including whether it is
specified in collective agreements.

No

Not material

LA-6

Percentage of total workforce represented in formal
joint  management-worker health and safety
committees that help monitor and advise on
occupational health and safety programs

No

Not material

LA-7

Rates of injury, occupational diseases, lost days, and
absenteeism, and total number of work-related
fatalities by region

Yes

LA-8

Education, training, counselling, prevention, and risk-
control programs in place to assist workforce
members, their families, or community members
regarding serious diseases

No

Not material

LA-9

Health and safety topics covered in formal
agreements with trade unions. Health and safety
topics covered in formal agreements with trade
unions.

No

Not material

LA-10

Average hours of training per year per employee by
employee category

Yes

LA-11

Programs for skills management and lifelong learning
that support the continued employability of
employees and assist them in managing career
endings

No

None

LA-12

Percentage of employees receiving
performance and career development reviews

regular

Yes

LA-13

Composition of governance bodies and breakdown of
employees per category according to gender, age
group, minority group membership, and other
indicators of diversity.

Yes

LA-14

Ratio of basic salary of men to women by employee
category.

Yes

Indicator

number

Table 15: Performance indicators: Society

Performance indicator

Reported
(Yes/No)

Reason for
not reporting

SO-1 Nature, scope, and effectiveness of any programs and | No Not material
practices that access and manage the impacts of
operations on communities, including entering,
operating, and exiting

SO-2 Percentage and total number of business units | No None
analyzed for risks related to corruption

SO-3 Percentage of employees trained in organization’s | NO None
anti-corruption policies and procedures.

SO-4 Actions taken in response to incidents of corruption. No Not material

SO-5 Public policy positions and participation in public | Yes -
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policy development and lobbying.

SO-6 Total value of financial and in-kind contributions to | No Not material
political parties, politicians, and related institutions
by country

SO-7 Total number of legal actions for anti-competitive | No None

behaviour, anti-trust, and monopoly practices and
their outcomes

SO-8 Monetary value of significant fines and total number | No Not material
of non-monetary sanctions for non-compliance with
laws and regulations.

Table 16: Performance indicators: Product responsibility

Indicator Performance indicator Reported Reason for

number (Yes/No) not reporting

PR-1 Life cycle stages in which health and safety impacts | No Not material
of products and services are assessed for
improvement, and percentage of significant products
and services categories subject to such procedures

PR-2 Total number of incidents of non-compliance with | No Not material
regulations and voluntary codes concerning health
and safety impacts of products and services, by type
of outcomes

PR-3 Type of product and service information required by | No Not material
procedures, and percentage of significant products
and services subject to such information
requirements.

PR-4 Total number of incidents of non-compliance with | No Not material
regulations and voluntary codes concerning product
and service information and labeling, by type of
outcomes

PR-5 Practices related to customer satisfaction, including | No Not material
results of surveys measuring customer satisfaction

PR-6 Programs for adherence to laws, standards, and | No Not material
voluntary codes related to marketing
communications, including advertising, promotion,
and sponsorship.

PR-7 Total number of incidents of non-compliance with | No Not material
regulations and voluntary codes concerning
marketing communications, including advertising,
promotion, and sponsorship, by type of outcomes.

PR-8 Total number of substantiated complaints regarding | No Not material
breaches of customer privacy and losses of customer
data.

PR-9 Monetary value of significant fines for non- | No Not material

compliance with laws and regulations concerning the
provision and use of products and services
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Though the GRI-G3 guidelines are comprehensive and cover a wide scope of
inter-disciplinary domains, a few drawbacks still remain. The preparation of
sustainability report has led to the realization of the following limitations of the
GRI-G3 guidelines.

O The application level lays more emphasis on the number of performance

indicators rather than the type of performance indicators reported on.

For instance, let us assume two companies that report on same performance
indicators in all categories except for economic. In economic, company 1
details the economic value generated and distributed in detail. Company 2
reports on EC-4 only and states in a sentence that it receives no financial
assistance from the government. Now, obviously company 1 has disclosed its
economic performance in a better way than company 2 and thus deserves a
better application level. However, GRI-G3 application level doesn’t consider
this and accordingly both the reports would fall under the same application

level.

O Application levels are based on reporting rather than performance. This may
even create an incorrect impression in the minds of the readers about the

performance of a particular company.
O Sustainability reports are usually biased.

Ideally, a sustainability report should be balanced highlighting both negative
and positive aspects of a company. However, this is hardly the case. No
company would want to degrade its reputation and therefore never reports on
parameters where it has performed badly. GRI-G3 guidelines provide no

mechanism to keep this in check.
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3.6 DISCUSSION AND CONCLUSION

The determination of trends in sustainability reporting in India with respect to

size, listing, sector, level of reporting etc. has been a useful exercise.

It is hoped that the creation of sustainability report for ABC would also serve as
a case study for corporations in India. However, the reporting process has been
fraught with a few limitations here. The non-availability of some data was one of
the major reasons for not being able to report on a lot of performance indicators.
It is hoped that this exercise will serve as a learning for ABC Company and the
data collection exercise for a number of parameters will be further strengthened.
Further, given the time frame of four months it was only possible to create the
first draft of the report. It is quite a possibility that after further review by the
team members and senior management, some information may be added or
deleted.

In any case, this is the first time that ABC is creating its sustainable report and it
is hoped that in future all these limitations will be overcome to create a report

that provides information on most of the indicators material to the company.

Lastly, gaps in the GRI-G3 guidelines for sustainability reporting have been
identified. Further scope of study remains to identify how these shortcomings
could be overcome that allows companies to publish reports that are unbiased

and an exact representation of their actual performance.
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