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Growing awareness of sustainability ter of Norway, Gro Harlem Brundtland). The report
marked the beginning of a definition of sustai-

The awareness of sustainability as a main nability as a
issue of companies’ performance has considera-
bly grown over the last years. The reasons for this “Development that meets the needs of the pre-
development are manifold. On the one hand, glo- sent without compromising the ability of future
bal megatrends such as climate change, demo- generations to meet their own needs” (United
graphic challenge, global growth of population, Nations, 1982)
etc.have led to growing concerns about the futu-
re of nature and the survival of people, especial- and it highlighted three fundamental pillars of
ly in developing nations. On the other hand, mis- sustainable development:
leading developments in management of a large
number of globally acting companies have cau- (1) environmental protection,
sed mistrust and a discussion regarding the impor- (2) economic growth and
tance of values and ethics as part of good and sus- (3) social equity.
tainable corporate governance.

The discussion of sustainability more or less This so-called “triple bottom line” has beco-
started in 1972 when the Club of Rome published me the frame of reference for most all further dis-
its first report “The Limits of Growth” which “explo- cussions about sustainability. Especially the sus-
red a number of scenarios and stressed the choi- tainability approach of companies often aims at
ces open to society to reconcile sustainable pro- ensuring a balance of their economic, ecological,
gress within environmental constraints”. and social ranges of responsibility.

“The international effects of this publication Sustainability has attracted companies’ gro-
in the fields of politics, economics and science are wing attention within the last couple of years.
best described as a 'Big Bang': over night, the Club And against the background of a public opinion
of Rome had demonstrated the contradiction of looking increasingly critically at the way compa-
unlimited and unrestrained growth in material nies are doing their business, sustainability has
consumption in a world of clearly finite resour- turned out to be a substantial contribution to
ces and had brought the issue to the top of the ensure their so called “license to operate”.
global agenda.” (The Club of Rome, 2010). The current global economic crisis has given

As a consequence, the United Nations started further breeding ground to this development. On
to establish a platform for a structured dialogue the one hand, national governments and global
about the ecological challenges the global socie- regulating authorities (European Union, Interna-
ty isfacing. Among others, in 1982 the World Com- tional Monetary Fund) have undertaken strong
mission on Environment and Development efforts in order to develop substantial and suc-
(WCED) was founded, leading to the highly recog- cessful recovery plans. On the other hand, a dis-
nized report “Our Common Future” in 1987 (bet- cussion about how to realign rules and ways of
ter known as Brundtland Report - named after responsible — sustainable — corporate governan-
the Chair of the WCED, the former Prime Minis- ce has been gaining momentum. Politics and the
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global public in general are asking

m for more transparency of companies’ decisi-
ons,

m for a more long term planning horizon and -
as a further consequence -

m foranew performance bonus system for exe-
cutives being linked strictly to a long term
business success and

m for ways to ensure their contribution to both
a successful national and global economic
development as well as a world being econo-
mically, ecologically and socially in balance.

Sustainable corporate governance seems to
have become synonymous with good corporate
governance which is at least aiming at a recovery
of the credibility of business and their commit-
ment to contribute to global welfare.

The development described above may serve
as proof that sustainability or corporate respon-
sibility (CR) is far more than a buzzword. It has
become a rather substantial part of companies’
risk or even opportunity management systems,
especially as far as reputation, global procure-
ment, health, safety, environment (HSE) as well
as talent management are concerned. What has
started as being a more or less soft subject for
business has meanwhile evolved into a hard suc-
cess factor whose negligence may lead to sub-
stantial reputational damage and accordingly
result in high cost effects. Furthermore, global
standards and global non-financial reporting sys-
tems have prepared the ground for giving sustai-
nability a frame for higher commitment and
accountability. Against that background there
seems to be no doubt that sustainability will
remain on the agenda of companies.

Ernst & Young: Sustainability in the
Chemical and Pharmaceutical Industry
- Abenchmark analysis

Ernst & Young has a long lasting experience
in dealing with sustainability as a strategic pro-
duct offering on a global basis (Ernst & Young,
2010). We are convinced that sustainability will
become a substantial part of the corporate gover-
nance of a company. Against that background, it
is our understanding that

"Sustainability is about creating long-term
shareholder value by embracing opportunities
and managing risks derived from social, environ-
mental and economic factors. As with any busi-
ness issues, sustainability risks and opportuni-
ties will be different for each individual compa-
ny." (Ernst & Young — Definition of Sustainabili-
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ty).

However, the exposure of companies to sus-
tainability rather depends on their product port-
folio and their stakeholder environment. The che-
mical and pharmaceutical industry has quite a
long tradition in dealing with sustainability issu-
es. Coming from a claim to protect the environ-
ment, sustainability has meanwhile become a
question of health and safety standards. And, it
now seems to be defecting to a holistic manage-
ment approach, covering all main management
functions as part of the mission statement and
good corporate governance.

This is the summarized result of a sustaina-
bility research in the Chemical and Pharmaceu-
tical Industry which has been conducted during
the last months by the Climate Change and Sus-
tainability Services Team of Ernst & Young in Ger-
many. So far, we have had a look at about 20 Che-
mical and Pharmaceutical companies in Germa-
ny and at about 17 further global players within
the sector.

The objectives of our research were

m to get an impression of the leading chemical
companies’ intensity of activities and the com-
mitment to sustainability

m toidentify specificfields of strengths and wea-
knesses in the Chemical and Pharmaceutical
Industry as far as sustainability is concerned

m toidentify points of improvement

m to get a deeper insight into future develop-
ments and expectations.

We compiled a list of criteria and indicators
which we considered to be significant for con-
veying an impression of the commitment and
the activities the selected companies are dedica-
ting to sustainability items. The criteria we iden-
tified referred to form and content:

m Sustainability Reporting:
o Does the company publish a sustainabili-
ty report regularly?
o Does the sustainability report refer to the
Global Reporting Initiative (GRI) criteria?
o Ifnot,is CR/Sustainability presented in the
annual report or does the company at least
publish reports on special CR issues, e. g.
environmental reports?
o Isthe sustainability report externally veri-
fied?
m Corporate Governance and Sustainability Stra-
tegy:
o Doesthe company have a written mission
statement (or core values, vision statement
etc.) that refers to sustainability/CR?
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Does the company have guidelines or poli-
cies that concretize how sustainability issu-
es should be put into practice (e. g. Code of
Conduct, CR Policies, Code of Ethics etc.)?
Does the company have clear CR objecti-
ves or targets — and are these quantified
and have a clear timeline?

m CROrganization and Management

Does the company have a CR team or a per-
son responsible for sustainability issues?
Are other departments involved in the
CR/sustainability processes (e. g. matrix
organizations, Cross-company CR teams)?
Is the top management directly involved
in CR/sustainability?

m Environment

Do the production sites have a certified
environmental management system (ISO
14001 or Eco-Management and Audit Sche-
me - EMAS)?

Does the company have clear environmen-
tal objectives?

Does the company collect and publish envi-
ronmental data?

How active is the company in the areas of
resource protection and savings, compa-
red to others?

How active is the company in the areas of
environment and climate protection, com-
pared to others?

Does the company produce environment-
friendly products?

m Employees

Does the company commit itself to mee-
ting international social minimum stan-
dards (e. g. Human Rights Declaration, Inter-
national Labour Standards (ILO) conventi-
ons)?

Does the company have clear Human
Resources (HR) objectives?

How strong is the company, compared to
others, in the areas of:

o Training and Development?

o Health and Safety at the workplace?

o Diversity?

o Work Life Balance?

Does the company conduct employee sur-
veys?

m Supply Chain/Procurement

When choosing its suppliers, does the com-
pany consider social and environmental
criteria and does it give information about
its concrete requirements?

Does the company regularly audit its sup-
pliers and monitor the suppliers’ compli-
ance with the company’s requirements?
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m Corporate Citizenship

o Isthere a guideline about the handling of
donations?

o How strong is the company in the area of
Corporate Citizenship, compared with
others?

m Other Aspects

o Does the Risk Report pay attention to sus-
tainability risks?

o Isthe company included in important sus-
tainability indices?

o Doesthe company cooperate with univer-
sities, Non-governmental Organizations,
political or social institutions?

o Doesthe company actively conduct a strong
stakeholder dialogue?

o Isthe company member of the “Responsi-
ble Care” initiative?

o Isthe company member in other relevant
industry or business initiatives about sus-
tainability issues?

o CR communication: How comprehensive,
transparent, consistent and easily accessi-
ble is the information about CR on the cor-
porate website?

Based on the sustainability information which
has been made available to the public (Sustaina-
bility Report, Annual Report, homepage and furt-
her publications) we developed a sustainability
ranking by awarding credits for each criterion
and indicator the company actually meets. Per-
haps it is worthwhile mentioning that it is not
intended to publish the results of the benchmark
in the sense of yet another “good company ran-
king”. Due to a very heterogeneous data basis
(both quantitatively and qualitatively), the bench-
mark is not meant as an objective ranking - but
rather as a first assessment and basis for further
discussion.

Main Results

A first overall assessment shows main
strengths of the analyzed companies in the field
of environmental activities, whereas main wea-
knesses have to be stated with regard to supply
chain and global procurement. Therefore, this
paper will in the following lay a stronger focus
upon those two issues whereas further criteria
which had been analyzed will be summarized
more briefly.

Environment

As already mentioned above, the Chemical
and Pharmaceutical Industry has long experience
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Figure 1 Ernst & Young sustainability benchmark analysis — average score of the 8 main benchmark criteria
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in the field of sustainability and gave way to a
systematic companies’ approach. Several envi-
ronmental accidents have led to greater concern
about safety operations of the Chemical and Phar-
maceutical Industry. Especially, the “Seveso dis-
aster” in July 1976 in the region of Milan/Italy
resulted in the highest known exposure to Dioxin
(TCDD) in residential populations and led to stu-
dies and standardized industrial safety regulati-
ons. As an example, the EU industrial safety regu-
lations are known as the Seveso II Directive which
imposed much harsher industrial regulations.
Since then, governments and multilateral
organizations around the world have underta-
ken active initiatives to protecting the environ-
ment. Especially in Germany and on a European
level a rather extensive environmental legislati-
on process has been implemented during the last
decade. Initiatives like the Emission Trading Sche-
me (ETS), REACH (Registration, Evaluation, Aut-
horisation and Restriction of Chemical substan-
ces), voluntary programs, carbon or energy taxes,
and standards on energy efficiency are just a few
examples of respective efforts which have gai-
ned impact on companies’ processes, not only in
the Chemical and Pharmaceutical Industry.
Hence, it is not surprising that environment
issues soon became a main focus of the compa-
nies’ compliance activities. And, even less surpri-
sing, our analysis underlines the relatively high
level of activities in the environmental field as
well. The 37 inspected companies achieved two
thirds of the total points available on average.
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However, new challenges are arising and more
and more national governments have just deci-
ded to put the protection of the environment on
their political agenda. Even latecomer China has
started becoming a more active participant in the
global climate change talks and other multilate-
ral environmental negotiations, and claims to
take environmental challenges seriously. Presi-
dent Obama, too, announced higher concern with
climate change and plans to become a constructi-
ve player in global discussion on how to prevent
climate change.

Those developments were seen as a promi-
sing indicator for the UN Climate Summit in
Copenhagen in December 2009. The Summit was
supposed to lead to a new climate strategy and
to replace the Kyoto Protocol from 1997. Howe-
ver, things went differently. The outcome of the
conference was more than disappointing as it
uncovered the gap especially between the Mem-
ber States of the European Union on the one hand
and countries like China, the United States of
America, South Africa, India, Brazil, on the other
hand in their commitment in dealing with the
Carbon Dioxide matter. The Copenhagen Accord
which was drafted by countries such as Brazil,
China, India, South Africa, and the United States
did not become accepted by the participants of
the conference as a legally binding agreement.
They just agreed “to take note” of it. Hence, it can-
not be considered as an appropriate successor to
the Kyoto Protocol whose validation will end in
2012 (United Nations Framework Convention on
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Climate Change, 2009).

Anyway: Climate Change is and remains the
main environmental topic on the global agenda
of business and of global and national politics as
well. Driving force behind this development is a
growing awareness and public discussion of cli-
mate change, its consequences to human living
and the demand for providing transparency on
carbon foot print of operations, product life cycles,
etc. National governments and global regulato-
ry bodies are of course main forces in giving those
activities a main frame of reference. But also glo-
bal multi-stakeholder organizations challenge
politics and business to providing more transpa-
rency and more speed on CO2 management.

Just to name a few prominent examples:

The Carbon Disclosure Project (CDP) is an inde-
pendent not-for-profit body and maintains the
largest database of primary corporate climate
change information in the world. It consequent-
ly follows up the goal to disclose CO2-emissions.
A growing number of organizations all over the
world use this database in order to measure and
disclose their greenhouse gas emissions and cli-
mate change strategies. And it is the explicit goal
of the CDP to “put this information at the heart
of financial and policy decision-making.” (Car-
bon Disclosure Project, 2010).

In order to meet reporting requirements, the
Greenhouse Gas (GHG) Protocol Initiative, foun-
ded in 1998, developed internationally accepted
GHG accounting and reporting standards and
promotes its use worldwide. The GHG Protocol
Initiative says:

“It was designed with the following objecti-
ves in mind:

m to help companies prepare a GHG inventory
that represents a true and fair account of their
emissions, through the use of standardized
approaches and principles

m to simplify and reduce costs of compiling a
GHG inventory

m toprovide business with information that can
be used to build an effective strategy to mana-
ge and reduce GHG emissions

m toincrease consistency and transparency in
GHG accounting and reporting among vario-
us companies and GHG programs” (The Green-
house Gas Protocol Initiative, 20102)

Today, the GHG Protocol Corporate Standard
is the relevant standard for businesses as far as
measuring and reporting of the six Greenhouse
Gases (carbon dioxide (CO2), methane (CHg),
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nitrous oxide (N20), hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs), sulphur hexafluoride
(SF6)) as listed in the Kyoto Protocol is concerned.
Next steps and challenges are still ahead as there
are currently high efforts underway to further
expanding the scope of GHG-data collection. So
far, the instrument covers all direct emissions, i.e.
owned or controlled by a company (Scope 1) and
all indirect emissions from use of electricity, steam,
heating and cooling (Scope 2). The next step will
be the Scope 3 Standard, which will, for the first
time,” allow companies to look comprehensive-
ly at the impact of their corporate value chains,
including outsourced activities, supplier manu-
facturing, and the use of the products they sell.
Since January 2010 so called “road testers” of the
Product Standard representing 17 countries from
every continent and more than 20 industry sectors
measure the climate change impact of products.”
(The Greenhouse Gas Protocol Initiative, 2010°).

And the next environmental challenge is alrea-
dy under discussion: Water. Its availability is first
of all crucial for the survival of human being and
furthermore a main resource for business opera-
tions. Due to this outstanding importance there
is growing demand that organizations and busi-
ness operations should approach water similar
to their CO2 management. This would among
others include mapping the water footprint accor-
ding to ‘direct, ‘indirect’ or ‘virtual’ water impacts
and calculating water risks. The World Business
Council for Sustainable Development (WBCSD)
launched a Global Water Tool at World Water
Week 2007 in Stockholm. It became updated in
2009 for the 5th World Water Forum in Istanbul.
According to this tool leading questions to assess
exposure to water risk are:

m How many of your sites are in extremely water-
scarce areas? Which sites are at greatest risk?
How will that look in the future?

m How many of your employees live in coun-
tries that lack access to improved water and
sanitation?

m How many of your suppliers are in water scar-
ce areas now? How many will be in 2025?
(World Business Council for Sustainable Deve-
lopment, 2010)

The responsibility for protecting the environ-
ment is a far reaching challenge for businesses
and operations. The discussion about main points
of activities will go on, as elaborations above
might have shown. Especially for the Chemical
and Pharmaceutical Industry it is a subject of high
concern and conjures up main reputational risk
factors. But, of course, it also comprises the chan-
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ce of becoming a first mover (for example in the
field of Water) and moderating this process pro-
actively. Therefore, a strategic and systematic
approach to assess and monitor environmental
challenges is highly recommended.

Questions companies often ask in this regard
are:

m What is the right response to climate change
and water shortage for today and the future?

m How do I identify, articulate and weigh the
implications and impacts for my organizati-
on?

m AmIadequately educating the people in my
organization to take action about climate
change and water shortage and its implicati-
ons?

m How important is a climate change strategy
to my organization?

m What changes are occurring in different loca-
tions where my organization operates?

m What are the implications of inaction?

m What are my competitors and peers doing?

m Does my approach provide competitive advan-
tage?

m Ismy strategy helping my organization inno-
vate? How do we keep up with changing risks
and opportunities?

m How will implications of climate change
and/or water shortage develop over the next
few years?

Those questions help to pave the way to deve-
lop a tailor-made environmental company pro-
file including elements such as assessment of
risks and opportunities, definition of goals and
Key Performance Indicators (KPIs), reporting on
progress, assessment of reliable data, manage-
ment guidelines. They are necessary efforts to
develop environmental management systems
being transparent and accountable.

Sustainable Supply Chain and Global Procu-
rement

Compared to environmental issues that are
already paid rather high attention by analyzed
companies, the awareness of potential sustaina-
bility opportunities and risks coming up from
supply chain management have not yet been suf-
ficiently developed. However, several studies have
shown that sustainable supply chain manage-
ment is an instrument to protect reputation, to
reduce risks and costs and to enhance revenue
growth (Ernst & Young, 20082).

Efficiency and sustainability are two sides of
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the same coin. For example coming back once
again to CO2 this means in more detail: When
there is carbon, there are costs. Hence, knowing
the Carbon Footprint of suppliers and building
up a carbon orientated logistic strategy would
directly serve to increase cost efficiency. And there
is a clear perspective on market regulations for
limited resources. As such the ETS of the Europe-
an Union has implemented trading periods for
carbon allowances. The next period starting in
2013 already foresees the development to auctio-
ning off of those allowances so that CO2 will soon
turn out to be an additional currency companies
will proactively start dealing with.

Beside environmental challenges, supply chain
and global procurement also touch varying labour
standards worldwide. There is growing concern
of the global public community about how com-
panies are dealing with social standards and obli-
gations such as working conditions, children’s
work or even animal testing. According to the
wide range of socially relevant questions there
is also a growing number of legally binding regu-
lations on the one hand and a variety of stan-
dards companies may comply to voluntarily on
the other. Critical incidents of irresponsible hand-
ling of social matters within the supply chain
have shown a highly sensitive reaction of consu-
mers and the publicin general which have repea-
tedly led to a high damage of companies’ brand
reputation. But, well managed sustainable sup-
ply chain may also serve to further shaping com-
panies’ profiles and to develop a business advan-
tage compared to competitors.

Supply chain can make or break corporate
reputation. Supply chain management and glo-
bal procurement have always been crucial to com-
panies’ business success. All global companies,
chemical and pharmaceutical companies in par-
ticular, are aware of the vital importance of their
supplier. Traditionally the choice of supplier has
mainly been driven by product quality, price, time-
ly and reliable delivery. But the more the public
has demanded that products are socially and envi-
ronmentally responsible, the more those criteria
get translated into global procurement decisions.
From the perspective of drivers of sustainability,
sustainability supply chain management is a kind
of litmus test which shows as to whether a com-
pany’s commitment to sustainability is just “green
washing” or whether it is put into practice. The
crucial point in this context is, how a company is
treating and developing its global suppliers. Ques-
tions here are: Is business at least in line with
local standards? Or does the company do even
more by transferring fundamental working stan-
dards of the western world to partners or sites in
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the developing world?

When it comes to sustainability, it is necessa-
ry to perform a shift in traditional supply chain
management. Global procurement and supply
chain management have to be expanded on ethi-
cal and environmental matters and to be inclu-
ded into established processes. According to that
spirit, a sustainable procurement has to include
(among others)

m clear standards - socially, ecologically,

m transparent sustainability guidelines

m sensitizing purchasers and suppliers to sus-
tainability expectations

m selection, evaluation and control of suppliers
according to those standards and expectati-
ons

m appropriate and clear penalty and

m global coverage.

In achieving these goals the development and
implementation of a code of conduct for the sus-
tainable supply chain management is highly
recommended. Substantial elements of a sustai-
nable supply chain and global procurement
management are:

m training of global purchasers and suppliers,

m strengthening the performance of suppliers
in NON-OECD countries,

m individualizing suppliers network and trai-
ning,

m benchmark with procurement settings in com-
peting branches,

m deciding on compliance with ecological and
social standards,

m developing an transparent escalation strate-
gy for non-complying suppliers

m developing transparent evaluation and con-
trolling tools,

m defining clear responsibilities in the supply
chain - centralized and decentralized.

Sustainable supply chain management is more
than a non-binding add-on to the general supply
chain management. It has become a crucial point
for a company’s risk and reputation management.
And, it is foreseeable that this development will
gain even more momentum all the more sustai-
nable standards and expectations will get an inhe-
rent part of supplier contracts. According to the
growing interest in ecological and social product
life cycles and management standards, a sustai-
nability strategy will no longer be successful wit-
hout a sustainable global procurement and sup-
ply chain management.
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Above all: A coherent sustainable Corporate
Governance and Management System

In our sustainability analysis there is a com-
panies’ average of about 68 % of total points in
the field of Corporate Governance and the exis-
tence of a clearly defined Sustainability Strate-
gy. The interesting message here is that in fact
many of the companies we focused on already
have sustainability strategy and corporate gover-
nance systems in place. However, most of those
initiatives have not yet been aligned to a cohe-
rent concept. A closer look at the single guideli-
nes, be it the code of conduct, the risk manage-
ment policy or any ethical standards, shows that
all of them had been developed and implemen-
ted with different purposes. Hence, the challen-
ge now lies in revising those policies and putting
them in line with one main objective. This might
be oriented towards a clearly defined understan-
ding of sustainability as part of good corporate
governance. A systematic approach as such would
definitely help bringing transparency and credi-
bility into the companies’ reputation and help
underlining and supporting its “License to Ope-
rate”.

Almost 60 % of the points available have been
achieved for organizational structure and manage-
ment systems in the field of sustainability. Best-
practice examples show that a well organized
sustainability management is usually affiliated
to a representative of the managing board. This
helps to underline that sustainability is of high
priority and that it is far away from any kind of
arbitrariness.It is a signal which is mostly impor-
tant towards external as well as internal stake-
holders. With regard to the internal companies’
world very often inconsistency in commitment
towards sustainability has to be noticed. On the
one hand there are people highly dedicated to
the issue and on the other hand there are others
without a deep understanding of the importan-
ce and the potential impact the subject may have
on business, reputation and sales success. Howe-
ver, it is mostly recommended to close this gap
and to supply sustainability in form and content
with a cross-functional management approach.
One main step on this way is to establish a kind
of so called “steering group” with the clear
assignment to develop and follow-up a tailor-
made sustainability agenda. In that context it is
of course necessary to cover all main business
and working fields, to map local and global dimen-
sion of the business and hence to include all rele-
vant people into this working process.In any case
one person should be nominated to coordinate
and monitor the process and to be the main con-
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tact person for all questions which may be raised
internally or externally.

Sustainability Reporting

50 % of the total points have been achieved
on average in the field of sustainability repor-
ting. There is a clear development of a growing
number of sustainability reports being publis-
hed on a regular basis, either annually or every
second year. The reporting standard having been
published by the GRI (Global Reporting Initiati-
ve, 2010) more and more turns out to be a sub-
stantial guideline and orientation frame in terms
of form and content of those reports. The achie-
ved standardization all the more gives liability,
accountability and comparability to the non-
financial reporting universe. There is no doubt
that during the last years non-financial repor-
ting has made a real leap in quality. Feedbacks
from financial analysts confirm that informati-
on given by sustainability reports is more and
more referred to as an additional source to the
financial reporting system. Furthermore, a gro-
wing number of companies ask for the provisi-
on of an independent assurance service in rela-
tion to their Sustainability Report. Most of those
companies are starting with a so called limited
assurance on the HSE - performance data and the
HR-related performance data included in the
report. In addition, assurance on a number of defi-
ned topics and the reporting process is possible.
Assurance of the full report is mostly considered
to be an option for future years.

There seems to be a growing attention of the
financial market towards sustainability repor-
ting and socially responsible investment (Ernst
& Young, 2oo8b). Especially, in the process of com-
pany evaluation a growing number of so called
non-mainstream analysts refer to non-financial
data provided by those reports. Non-financials
may turn out to be one distinctive feature in the
evaluation tool. Furthermore, they may also serve
as signal for a long-term strategy of a company
and a broader view on potential business risks.
Against the background of growing criticism
towards a short-term business orientation which
the actual financial crisis disclosed to be a mis-
leading perspective, middle- and long term goals
would help round off the picture of a sustaina-
bly successful and responsibly acting company.

Employees and HR Management
HR Management is of growing concern and

is becoming more and more of a business case.
According to latest studies, talent management
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is ranking under the ten main business risks of
globally acting companies. Furthermore it beco-
mes evident that the young manager generati-
on has made a substantial shift regarding their
criteria for selecting a potential employer (Ernst
& Young, 2009). In this context, it is worth men-
tioning that money and short term career deve-
lopment can no longer be seen as sufficient to
attract high-potentials. It is even more necessa-
ry to disclose the attitude of a company on how
to live up to expectations regarding the compa-
nies’ responsibility for local infrastructure, envi-
ronment or even more social balance, locally and
globally. Employer branding is an inherent part
of reputation management and plays a crucial
role in attracting talents and therefore ensuring
productivity.

Sustainable leadership, open-minded and
transparent leadership communication, respon-
siveness to employees’ concerns, upward feed-
backs, credibility of leadership proven in a “walk
the talk”-culture and a diversity of cultures and
gender are the current success criteria of a sus-
tainable HR Management.

Corporate Citizenship

The engagement of a company for its local
surrounding or for global burning issues (such as
access to medicine, nutrition, etc.) has along tra-
dition. Companies are free to decide on how their
engagement should look like. However, there is
a tendency that these engagements help under-
line special competence and profile of a compa-
ny. This would help to further sharpening repu-
tation and is a question of credibility. Against that
background, more and more companies have
started identifying projects and subjects they
plan to focus on and have begun developing a
guideline on how to have this engagement put
into practice.

Three different stages of sustainability imple-
mentation

The management of single sustainability cri-
teria - as elaborated above —is only one result of
the Ernst & Young Sustainability Benchmark
Study. It also discloses a broad range of levels of
an overall sustainability management approach
having been adopted and incorporated in the ana-
lyzed companies so far.

There are three more or less well-defined
groups:
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Group One — the lower level

Companies on the lowest level still have not
yet developed their own approach to sustainabi-
lity. Even if a deeper look at the companies’ pro-
cess may disclose single initiatives especially in
the field of HR Management, environmental acti-
vities such as waste management or, last but not
least, activities in the field of corporate citizen-
ship, there is no rounded sustainability picture
yet.

Against the background of sustainability beco-
ming more and more important to employees,
investors, customers, and other stakeholders, it
is highly recommended to get an impression of
the potential risks and opportunities. A systema-
tic assessment of current sustainability activities
and challenges is a necessary first step to get a
picture of the specific risks and opportunities the
company is facing with regards to sustainabili-

ty.
Middle-Ranking Group

A second group of companies has basic under-
standing of the impact of sustainability on their
own business. Coming from a focus on environ-
mental protection, a broader approach that also
covers health and safety issues has meanwhile
been developed. The so called HSE or HSEQ (Health,
Safety Environment and Quality) Groups are
taking care of the respective items in the manage-
ment process by developing goals and KPIs, by
arranging audits and certifications, and by deve-
loping a reporting system. The HSE(Q) systems
mostly cover the main global sites. But, systems
often remain partly intransparent and are not
incorporated into main management functions,
such as Corporate Governance, Global Procure-
ment, Risk Management, Internal Audit, and/or
HR.However, for success and credibility it is cru-
cial to practice sustainability throughout the com-
pany, top-down as well as bottom-up.

High-Level Group

Companies represented on the highest level
already have a broad understanding of sustaina-
bility which is reflected in the code of conduct,
management principles, etc. Sustainability is seen
as a business case which means that the current
and future megatrends mentioned above are a
main part of the companies’ innovation cycle and
product development. There are only a few short-
falls worth mentioning, which are most likely in
the field of talent management and global pro-
curement. Companies in this group are the main
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benchmark and forefront of the further sustai-
nability development in general.

Further prospects of sustainability

The future of sustainability remains to be seen.
Its discussion has not yet come to an end - neit-
her in the global community in general nor in
politics or companies. There are many interests
driving sustainability. Most of them spring from
ethical expectation to protect global survival and
to enable welfare and social development. With
regards to politics there will be further discussi-
ons necessary about how to draw the global bow
and to set a regulatory framework helping to
ensure the challenges of a sustainable world.

The expectations regarding the role compa-
nies may play in this global setting have become
more or less clear: Business should account for
responsible manufacturing and trading proces-
ses: responsible meaning both socially and eco-
logically. Companies are answering this new ethi-
cal attitude by implementing respective structu-
res and processes into their management, by deve-
loping goals and reporting efforts and
achievements, accordingly. Even if ways of trea-
ting sustainability expectations have already led
to quite high acceptance and incorporation of
sustainability into management thinking, these
actions remain to be reactive. However, the more
the discussion of sustainability reaches politics,
legislation, standard setting bodies and the finan-
cial world, the more it becomes an element for
the creation of business value. This development
seems to gain momentum and will make a para-
digm shift necessary that will turn sustainabili-
ty into a basic part of companies’strategy and in
so far into a business case.

Designing sustainability to a business model
will be far more than identifying, evaluating and
reporting relevant KPIs of the management pro-
cess. It will have go beyond focusing on the reducti-
on sustainability risks in the global manufactu-
ring, on implementing sustainability into buy-
ing, selling and management processes. Sustai-
nable business is along term business model. As
such it will need to have an impact on market
and product development. It will influence inno-
vation processes and will get more management
groups of a company and even its controlling
bodies involved. Against that background sustai-
nable management should not only be concen-
trating on the companies’ adherence to social and
ecological standards and reflecting them in code
of conduct and management behaviour. Sustai-
nable management approaches should also turn
the question right the way round by asking for
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the contribution, that sustainability (social and
ecological criteria in particular) may give to busi-
ness development and value creation. If sustai-
nability succeeds in becoming a business driver
the reservation and latent criticism towards the
gap between business thinking and “green was-
hing”-communication might disappear. And more
importantly, touching the heart of business, sus-
tainability will be a criterion for innovation, pro-
duct development and the evaluation of business
success.

As far as the chemical and pharmaceutical
industry is concerned sustainable business stra-
tegies will have to meet with both: new challen-
ges in the industrialized world, such as lifestyle
diseases or demand for “eco-products”, and the
need to help overcome current global challenges,
such as hunger, global nutrition, global access to
medicine, water shortage and climate change.
There will be no doubt that in the future compa-
nies will be further commissioned to political
goals (e.g. Millennium Development Goals), finan-
cial markets expectations and the acceptance of
a further diversified global consumer communi-
ty. Stakeholders will furthermore represent vir-
tual expectations of consumers in developing
countries who are not able to raise their voice
and to articulate their claims. The crucial questi-
on will be whether companies will be able to turn
amoralized global market and political environ-
ment into business success.

Sustainability becoming part of business
modelling will have to build on at least five more
or less well defined steps:

(1) awareness and management of sustainabili-
ty risks,

(2) identification and management of opportu-
nities deriving from sustainability,

(3) analysis of future scenario regarding sustai-
nable regulatory and market developments

(4) integration into innovation, business life cycle
management and product development and

(5) changed market appearance, stakeholder
management and reporting.

Ernst & Young as a multidisciplinary solution pro-
vider could be the partner with whom to face this
new challenge and to accompany companies on
their way to a value creating sustainable busi-
ness model.
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