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Two facets of Corporate Governance

CORPORATE GOVERNANCE
|

v v
How Is company governed? Goals for which company is
- Rules, processes, or lays [governed?
by which businesses afe m———————— —

operated,  administere(d,
regulated and controlled;
- Ethical dimensions qf
doing business (pg 23 of
Training Manual);

Economic
considerations still
dominate (pg 23 of
Training Manual)
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Overview

mm) The Challenge to Sustainable Business

Ecological Footprint Analysis
- A Strategic Planning Tool

Sustainability Reporting
- Global Reporting Initiative



Sustainable busine- challenges an
opportunities

“*humanity has largely had a@xploitative relationship with our
planet; we can, and should, aim to make thsymbiotic onée

“the World Business Council for Sustainable Development
developed a vision of a world well on the way to sustainapilit
by 2050, and a pathway leading to that world — a pathway that
will require fundamental changes in governance structures,
economic frameworks, business and human behavidr

“The world already has the knowledge, science, technologies,
skills and financial resources needed to achigeon 2050

Vision 2050 — The new agenda for business (WBCSD, 2(}10)




- well, and
. within the

| t‘l'lo planet !

WBCSD, 2010

agenda for busines

_® billion
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Human (business) activity on the plane



Human Impact

per capita consumption

| mpact =Population XAffluence XTechnology

|=PXAXT

l




Conventional Economy

consumption + investment + exports of goods arjd

services - imports of goods and services

Individual
utility/welfare
Property rights Consumption (based on
private public fixed preferences)
building »| Manufactured Capital >
——————————— Economic\ OPP :
If:’iiai;c; » Labour production >— Go(gds Econpmlc
_L_ _d ________ process - policy
> an L
[productivity Investment decisions (taxes,
public spending, science &
technology policy etc ..)

Perfect substitutability between factors of production

The more we consume, the better off we are!



Ecological Economic Model

Positive impacts on human capital capacity

Being,
Doing &
Relating

Complex property

common public

public spending, scignce &
technology policy efc ..)

Solar
energy
rights regimes
individual :
" Natural Cei ital :
restoration :P :
research v _ — S - "~~~
education Human Ca;pltal
———] Social Capital
institutions | _ _ _ _ :
| Manufactured Capital :
buildings, s :
tools, factories, :
infrastructure

negative impacts on all forms of capital

Wellbeing
»| (Individual &

o 4 Community)

L 3

= < % g _-ve ¢ having

g3 /

. e 9 .
Ecological 8 & / Consumption
services I Am— (based on

- : changing

------- : prefergnces)

-ve e, :
»| Wastes
— Dynamic
B cultural
—> Economic\ GNP | Goods norms 6
production & policy

— rocess Services
—> Investment decisions (taxes,

Limited substitutability between forms of capitals

Waste Heat
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The Ecologically Intelligent organisation

“.. If we examine more carefully our part in fouling
our niche on this planet, we can find points of
leverage where simple, gradual changes might halt c
even reverse our contribution to this cataclysm.”

“.. a new mantra for success:. sustainable Is bette
healthier Is better, and humane is better ..”

Daniel Goleman, Ecological Intelligence (2010)



Imprint of production & consumptia

Consumption

Photo - http://www.unesco.org/education/tIsf/TLSEftre_b/mod09/uncom09t05.htm




Measuring the ecological impacts of
business operations

e You cannot change what you cannot measure

« Need a way or method to measure and quantify
the impacts of business operations

 One such way or method is called the:

Ecological Footprint Analysis (EFA)

Wackernagel and Rees, Our Ecological Footprint — Redycing
Human Impact on the Earth, 1996;

Best Foot Forward - ;

Redefining Progress — Wwwecologlcalfootprlnt qrg;




What Is Ecological Footprint Analysis?

EF is an estimate of the resource (materials + energy)
consumption and waste assimilation requirements of a
community of human beings, using prevailing
technology and resource management schemes, In
terms of biologically productive land area

Average productive land area / capitdll.9 billion
hectares / ~6.7 billion humamnsl.8 ha / person

(Source: The Ecological Footprint Atlas 2010



Features of Ecological Footprint

1.
2.

o

EF Is an area (square metres or hectare)

Avallable land must be ’
meaning that it should be able to support human
activities

Land can be anywhere in the world

Human activities can be quantified as long as the
target community Iis well identifled — Il.e. a
socioeconomic system with clearly defined
boundaries (e.g. one person, household, school,
business , village, city, country or the planet)

EF changes with state of technology and
management practices (e.g. land productivity or
more ingenious way to use resources)



Change in EF and Biocapacity f
Mauritius:1961-2007

.4.26 gha/person

ecological debt

_ 3.7 gha/person

+0.56 gha/person

(Source: The Ecological Footprint Atlas 2010



EFA as a strategic planning tool

Ecological Footprint Analysis provides a unigue feedback
mechanism to the organisation about the impacts of It
operations;

Once impacts are known (Il.e. measured), actions can b
taken to reduce them ;

Continuous measurement of footprint tells us whether ol
not actions have been successful, and the need for ne
actions if necessary,



The
Ecological Footprint

Calculator




Plan— Do — Check— Act cycle

How successful were you?

e Collect data and measure
footprint after actions were
Implemented (feedback)




En routeto thelearning organisation

“In the long run, the only sustainable source of
competitive edge Is your organisation’s ability to
learn faster than its competitors”

Peter Senge, The Fifth Discipline — The Art & Preetof The
Learning Organisation



A 5-step enquiry and learning proc

4 Strategic /
Vision —
Ecologically

\_\ Measure EF an

‘ take corrective

Intelligent +
Learning

\_ Organisatiory

actions; report

~N
d

J

[ Measur%h

K. O'Neill, 2007

|dentify high
or/and low
footprints? Why?

Formulate and h
implement

actions to lower
EF; report )
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Radical Transparency

“Radical transparency will introduce an opennes:
about the consequences of the things we make, se
buy, discard that goes beyond the current comfor
zones of most businesses.”

Daniel Goleman, Ecological Intelligence (2010)



Sustainability Reporting & the GRI

Sustainability reporting - If an organization wants
to gain respect and enhance credibllity, It is essentic
that it can show that it understands the connection
between its activities and their impacts, and take
them into account in everyday decisions.

Global Reporting Initiative — Provides a credible
framework that help organizations to concretely
address current requests for transparency ar
accountability in sustainabllity reporting.



Some features of the GRI

Helps organizations to identify whatontribution they
can make towards solutions which will shape the future
In a sustainable way and also thelimitations and
opportunities which this call for transparency and
cohesion brings to their business;

Can be embedded in company’s Annual Report;

Covers 6 tiers of operational impacts, namely (i)
Environment (30), (i) Economic (9), (iil) Society (8),
(iv) Human Rights (9), (v) Labour Practices & Decent
Work (14), and (vi)Product Responsibility (9);

Full disclosure covers all of the 79 indicators, but do not
have to start with complete disclosures ...

Www.globalreporting.ord




Scope of GRI reporting



Scale of GRI reporting

The Sustainability Report Boundary should include the
entities over which the reporting organization exercises
control or significant influence both Iin and through its
relationships with various entities upstream (e.g., syppl
chain) and downstream (e.g., distribution and customers).

e Control: the power to govern the financial and operating
policies of an enterprise so as to obtain benefits from its
activities.

e Significant influence: the power to participate in the
financial and operating policy decisions of the entity bat n
the power to control those policies.



Decision tree for defining scale of reporting
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