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The South African economy is largely dependant on small enterprises as a
valuable source of job creation, gross domestic product as well as
‘product development and innovation. However, unfortunately there
exists an extremely high failure rate among small business with 20% of start-
up businesses failing within the first year of operation, and an almost 60%

failure rate within the first 6 years of existence.,

These statistics have initiated several research studies, and have been the
focus of many business books, in itself, creating a vast industry of small

business success tools and quick fix solutions.

When considering the high failure rates of small businesses, the concepts
surrounding sustainable development come into question by pure
method of association. Sustainable development issues have become a
top priority globally and have moved up the corporate agenda in recent
years,. When trying to “marry” these two concepts, guestions arise
regarding the effect of integrating sustainability principles  and

management systems, with contemporary small business strategy.

The aim of this study Is to investigate existing critical success models and to
integrate some simple initial stages of sustainable development business
strategy within  these models. Expectantly, some of the principles
contained in the formalisation of management systems that address

sustainability issues, could be incorporated in traditional management



models in an attempt to identify possible interventions and tools that
might positively impact on the success rate of small business enterprises.

These concepts would be tested by means of implementing a formal
environmental management system (based on the 1ISO 14001 standard)

as an initial approach to addressing sustainability goals, as a case study.

The successful implementation of an SO 14001 environmental
management system at this small business enterprise, redlised several
advantages for the company. and have been used to adapt traditional
management models to include for some of the simple concepts of

sustainable development.



OPSOMMING

Die Suid Afrikaanse ekonomie is in 'n groot mate afhanklk van klein
besighede as 'n waardevolle bron van werkskepping, bruto binnelandse
produk, asook van produk ontwikkeling en innovasie, Des
nieteenstaande, bestaan daar ongelukkig 'n baie hoe faling syfer onder
klein besighede, met 20% van aanvangsbesighede wat misluk binne die
eerste jaar van bedryf en ongeveer 60% van besighede wat misluk binne

die eerste 6 jaar van bestaan.

Hierdie stafistieke het reeds verskeie navorsingstudies geinisieer en was
reeds die fema van verskeie boeke, wat opsig self 'n reuse industrie
genereer van sake sukses handleidings en kits oplossings vir verskeie

probleme.,

Wanneer hierdie hoe falings statistieke onder klein sake ondernemings
oorweeg word, bevraagteken mens die konsepte rakende volhoubare
ontwikkeling, bloot as gevolg van assosiasie. Volhoubare ontwikkeling het
in die laaste paar jaar baie aandag geniet op die prioriteitsagendas
internationaal, asook van verskeie korporatiewe agendas. As gepoog
word om hierdie twee konsepte met mekaar te vereenselwig, ontwikkel
daar verskeie vrae rakende die effek van die Integrering van volhoubare
ontwikkelingsbeginsels en verwante bestuurstelsels, met bestaande klein

sake ondememing strategie.

Die dosel van hierdie studie is om bestaande sukses modelle vir klein sake
ondermemings te ondersoek, en om sommige van die begin fase

beginsels van volhoubare besigheids strategie, met mekaar te integreer,



Daar sou verwag kon word dat sommige van die konsepte bevat in die
formalisering van bestuurstelsels rakende volhoubare ontwikkeling., ook
geinkorporeer kan word binne bestaande traditionele bestuurs modelie, in
n poging om moontlike ingrypings en gereedskap te identifiseer wat 'n

positiewe impak kan he op die sukses syfers van kiein sake ondernemings.

Hierdie konsepte is gefoets aan die hand van 'n implimentering van 'n
formele omgewingsbestuurstelsel (gebasseer op die 1SO 14001 standaard)
as ‘'n gevalle studie, wat die begin benadering vorm om die doelwitte

van volhoubaarheid aan te spreek.

Die suksesvolle implimentering van 'n iSO 14001 omgewingsbestuurselsel
by n klein sake ondememing het verskele voordele vir hierdie
maatskappy tot gevolg gehad, en is gebruk om tradisionele
suksesmodelle aan te pas, om voorsiening te maak vir sommige van die

konsepte rakende volhoubare ontwikkeling.
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FORWARD

Some of the concepts contained in sections 2 and 3 of this thesis are
derived from a section of an MBA study done by Anne-marie Maritz,
Stellenbosch University Graduate School of Business, and entitled
“Development of a crtical success factor assessment for small
organisations”. 'This study poses to use her framework as a basis for

integration and refinement, and fullcreditis given to Maritz forherwo rk.
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CHAPIER 1

INTRODUCTION O F STUDY
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1 Introduction of Study

1.1 Background

The important role that small businesses have historically fulfiled, and
would stil perform in the future, provides a valuable source of national
economic growth. I is somewhat surprsing to note that Small busine sses
mn South Africa employ almost half of the working population employed in
the private sectorand contribute to a third of the countres annual gross

domestic product.

Having said this, there remains to be an exceptionally high failure rate in
this sectorand it hasbeen noted that over 20% of new busine ss venture s
fail within the first year of operation while almost 60% of new business

venture s fail within the first 6 years. [immons, 1994]

These are alamming statistics when considering the importance of small
business development in a developing economy such as South Africa’s,
where job creation and relef of poverty are some of the most crtical

issuesthatneed to be addressed.

1.2 Problem Statement

Consideration of these above mentioned statistics, arise several que stions
regarding the relationship between certain management aspects and
competence and overall business success. Ms. Anne-Mare Marntz has
developed a crtical success framewo1k, based on literature, as part of a
MBA study that she completed atthe University of Stellenbosch, Graduate
Sc hool of Business [Marntz, 2001]. 'The framework developed relates to

general management issues as depicted in literature, and does not take
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sector specific factors into consideration (in for instance the production
envimnment). Further consideration generates questions regarding the
role of sustainable business strategies in sustaining small production
companies. Research and companies have proven during the past
couple of years that enhanced business performance arses from
addressing the challenges of sustainable business in a proactive and

integrated approach.

These perceptions form the backbone of this study and aim to integrate
the cntical framework developed by Marntz, with the concepts of
Sustainable Business Development. The framework as developed by
Marntz would be used as a reference to integrate the concepts of
envimnmental management, and their role in the developed crtical

success framework

Some of the iitial stages of moving towards sustainable development,
such as the development and mplementation of envimnmental
management systems are used as a starting point forintegration. &k must
be noted that this study is not intended to create a framework for
sustainable business (as we are only starting to understand these
concepts, and developing systems to address them), but aims to use
some of the simple concepts, in this case specifically envimnmental
management systems, to develop a framework that would possibly

enhance the generalperformance of smallproduction companies.

T venfy some of these principles, an ISO14001 Envionmental
Management System was developed and implemented at a small
manufacturing company in Cape Tbwn, to act as a Business Case forthe
developed framework. 'The developed envimnmental management

system was integrated with all existing business systems and different
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b usine ss func tions, and forms the backbone ofthe general management
system at the case study organisation. The development of ISO14001
Envimnmental Management Systems is discussed and a concise profile of

the mentioned company isalso included in this study.

1.3 Overview of Study

The study is divided into different chapters and contains information

regarding the following topicsrespectively.

ChapterOne: ntroduc tion
This introductory chapter provides some background information as well

asthe generalproblem statement and purpose of this study.

ChapterTwo: Small Businessesand Critical Suc ce ss Frame work

Chaptertwo defines small businesses and some of the issues sunmounding
small business failures. The management issues regarding general small
business successare discussed and the frameworkasdeveloped by Maritz

isdisc ussed.

ChapterThree: Sustainable Busine ss
Some of the concepts of sustainable development are discussed in this
chapter as well as the general apprmach towards sustainable

developmentaccording to GlobalSustainable Busine ss De velo pme nt.

ChapterFour: Development of Sustainable Busine ss Frame wo rk
The requirements fora sustainable development framework are discussed
as well as some of the tools or systems available for sustainable

development.
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ChapterFive: The Role of Sustainable Busine ss

Even though this chapterdoes not make a real contrbution towards the
development of this study, the author decided to include some
information on sustainability re porting in South Africa. Ho pe fully this wo uld
enhance the understanding of the state of sustainable development in
South Africa. In addition this chapter outlnes some of the interactions
between general business activitiis and sustainable business, and
provides some information on the role that sustainable business strategies

canplayina successfactorframework

ChapterSx: Envimnmental Management Syste ms (ISO14001)
The heurnstics about EMS s are discussed and an outlne for the ISO14001

systemsisprovided.

ChapterSeven: Inplementation ofISO14001: USA Raisins Case Study. This
company was selected as a case study for this study due to the
approprateness of organisation. Even though several othercase studies
have also been developed, only one was selected forthe purpose of this
thesis, to keep it brief. I is suggested that further studies be initiated to
analyse these case studies statistically to be able to develop an accurate

and mathematically based model
Chapter Eight: Provides a concise summary of the company used as a
target for implementation of an Envimnmental Management System

(EMS). The implementation ofISO14001 at USA Raisins is disc ussed.

ChapterNine: References
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1.4 Objectives of Study

The main objective of this study is to integrate the crtical success factor
framework developed by Marntz, with some of the initial concepts
sumounding Sustainable Business Development. The framework as
developed by Maritz is used as a reference to integrate the conceptsof
formal envimnmental management systems, and their rle in the
developed crtical success framework. I is envisioned that by meansof
formalisation and integration of management systems within small
organisations, several of the identified re quire ments should be addressed

by meansofthe formalised management system.

The widespread adoption of formal management syste ms (quality, safety,
envimnmental accountability and social responsibility) by busine sses and
other organisations has the potential to alter profoundly both their
envimnmental and economic performance, and their resulting
relationships with suppliers, customers, employees and envimnmental

regulatory policiesand agencies. [Damallet. al 2000]

The hypothesis is tested by means of the development and
mplementation of a formal envimnmental management system, as a
case study, within a smallorganisation. The system wasintegrated with all
existing management systems within the company, and was used as a
baseline management system. Even though several other case studies
have also been developed, only one wasselected forthe purpose of this
thesis, to keep it concise. kissuggested that furtherstudies be initiated to
analyse these case studies statistically to be able to develop an accurate

and mathematically based model
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The thesis structure and approach is outlined in the following flow (logic)

diagram:
Problem Statement:
Small Business Failure
Definition of Small Business

Reasons for Failure

Busines & Sustainable
Small Business Failure: Development:
Investigate and identify reasons for Investigate the heuristics and
small business failure successes for addressing sustainable

development challenges

A Y

Sustainable Development
Framework:
Development of sustainable business
framework for organisations and tools
for implementation

/

Integration of CSF and SD
Frameworks:
Addressing small business challenges [« No-
by implemetation of sustainable Redefine
development business strategy

Critical Succesfactor Framework:
Development of critical success factor
framework for small to medium
businesses

Successfully
addressed issues
A

A

Case Study:
Systems development,
implementation, integration and
realised advantages

A4

Yes -
Enhanced
Framwork

Figure i: 1.1 Thesis Approach
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CHAPIER 2

SMAILBUSINESSES AND CRIMICAL
SUCCESS FACTOR FRAMEWO RK
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2 Small Businesses

2.1 Introduc tion

When researching a topic such as sustainability, it is diffic ult to quantify
any related information when you are working in such a broad framewo k.
In an attempt to narmow the framework of this study, it hasbeen decided
to use small businesses when addressing the effect of sustainability on
business in general T namow this framework further, businesses in the
manufacturing or production envimnments, have been selected as
suitable candidates. FExperience has shown that small businesses are
conventionally the source of local and national economic growth
(Baumback, 1983). In South Africa, small businesses enterprises provide
opportunities for almost half of the formally employed private sector and
contrlbute neary thity seven percent to the gross domestic product of

So uth Africa (SA Yearbook, 1998).

Thking the importance of small businesses into consideration, the high
failure rate of smallbusinesses can immediately be questioned. Research
on small busness faiure suggests that the basic difficulty in small
businesses is poor management (Baumback, 1983; Scarbormugh &
Zimmerer, 1996; Hodgetts and Kuratko, 1998). Poor management has
severalassociated effects and is substantiated by cicumstances such as
inventory orstoc k mismanagement, cash flow diffic ulties (partly due to the
overextension of credit), unnecessary overhead and operating costs,
and competitive limitations due to poor decision making related to

effectiveness and location.

When considering the high failure rates of small businesses the whole

concept of business sustainabilty comes into question by just pure
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method of association and definition. Hence, this study would pose to
address the issues compiled in a successful business framework, and
incorporate the prnciples of integrated management and sustainable
business that lead to lower investment and production nsk, lower
operating costs, competitive and related marketing advantages,
increased process and management controrl I is perceived that the
implementation of sustainable business principles into small production

facilitie s, would contribute positively towards the successofsmallbusine ss.

2.2 Categorisation of Businesses

2.2.1. Whatis a Small Busine ss?

The term “small business” can be defined by means of several different
approaches. Businessesmay be classified as “small” in termsofa number
of parameters such as sales tumover, physic al size, the numberofpeople

employed by die business, production capacity, etc.

The Bolton report wrtten in 1971 by the Committee for Economic
Development in the US emphasised that three main ¢ harac tenstic s should

be taken into account when defining a small b usine ss:

e Firstly in economic termms, a small business should be considered as
one thathasa relatively smallshare ofits market.

e Secondly, a smallbusiness should be managed by itsownersorpart
owners in a personalsed way, and not through the medium of a
formalised manage ment struc ture.

e 'Thirdly it isindependent in the sense that it doesnot form part of a

largerenterprise, and thatthe ownermanagersshould be free from
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outside control in making their principal decisions. (Stanworth &

Cuman, 1973: 4).

In South Africa smallto medium businesses are defined ascompanies with
an annual tumoverofbetween 0 and 50 millon Rands. Even though this
definition is relatively wide, this study mainly focuses on companies in the
production envimnment, and typically falls into the “larger small’ to
“smaller medium” category ie. with an annual tumover between 5 — 25

million Rands.

2.3 Sm all Busine ss Failure

Many researc hers have tried to id e ntify the true reasoning behind the high
failure rate among small organisations. Meaningful research studies on
the causes of the failure are unfortunately faily limited for a numberof

reasons, including, but not imited to:

e 'The challenges posed by financial analysis on faied small
businesses, due to the lackofpublicly available information,

e Previous ownermanagerof failed ventures would also have to be
located in the event that researchers would like to obtain some
use fulinformation, which also poseschallenges.

e 'The unsuccessful entrepreneur might also be unwilling or he sitant to

revealany information regarding the reasons forthe business failure.

Marntz has constructed a table from her research that summarses the
mostcommon causes forfailure of small businesses. L is signific ant to note
that although the research contained in herliterature survey spansovera
period of three decades, the causes of small busine ss failure ¢ ontinues to

remain similarin many instances.
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Table i — 2.1: The most common causes of small business failure [Maritz, 2001]

Causes of Scarborough  Meredith Kubr Baumback D&B
Busine ss & Zimmerer 1977) (1996) (1983) (1982)
Failure (1996)
Management o o o o o o
incompetence
Iack of o o o o
experience
Poorfinancial o o o - o
& cash flow
control
Iack of o o o o
strate gic
planning
Uncontriolled o o
growth
Inapproprate o o o
location
Poorstock o o o o
control
Capital o o o
shortage
Iax credit o o o -
granting
Wrong work o o
attitudes

2.4 Critical Success Factor Frame work

In the previous section the most common reasons for failure in small
businesses have been identified (Martz, 2001) and have been mentioned

in brief. 'This section poses to summarse the crtical success factors that
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Marnitz identified from herresearch, and would form the foundation of the
crticalsuccess factor framework used forthe duration of this study. Even
though Marntz placed emphasis on the influence of each of the identified
crticalsuccess factors in the framewo1k, the aim of this study is to use her
research as a baseline and not as a re-invention. Therefore, most of the
factors would only be discussed supetficially in this section, with detail
provided on the factors that would eventually be interinked to the
proposed new model incorporating the prnciples of sustainability and

formalisation of management syste ms within an o rg anisa tio n.

2.4.1. Management Issues

“Ieadership isnot something thatis done to people, like fixing their tee th.
Rather, it is what unlocks people’s potential, challenges them to become
better, calls them to task for the lies they have told themselves."
[Bill Bradley, formerNew Jersey Senator]

Management is the process of getting things done through people. By
definition, it presents the small business owner with a major problem,
namely relying on others to do the work (Hodgets, 1982). Hodgets &
Kuratko [1998] stated that “Successful ownermanagers got where they
are by leaming that the individual they need to rely on most is

themselves”.

This fact emphasises the need for small business managers to familiarse
themselves with all the different aspects of managing a business.
Although the owner does not necessarly have to be an expert in every
crticalaspect of management, the ownershould be able to see to it that
he/she and the rest of the management team attend to all the

managernal tasks. 'These skils can be obtained by means of several
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interventions such as attending business courses, receiving of mentorng
from experenced individuals, by buillding a deep and broad network of

suc cessfulbusinesscontacts, ete.

kisimportant to note that the business envimnment change continuo usly,
and that business owners’ should keep up to date with all the changes
and new philosophies that would achieve a competitive advantage over

the busine ss’s compe tito rs.

From research and literature the competencies identified conceming the
generalmanagement of small businesses that are regarded ascrtical to

the successofa business, are outlned in figure 2.1.

Management Issues

Strategic Planning

Managing Growth

Successor Planning

Employee Motivation
]

Compensation System Intrinsic Rewards

Stress Management

Ethics

Legislation Organisational
Policies & Procedures

Figure ii - 2.1: Critical management competencies [Maritz, 2000]
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2.1.4.1 Strategic Planning

Strategic planning isone ofthe crticalelementsthat are often neglected
by small organisations because owners think that it is something that only
benefits larger organisations. But good strategy and good strategy
execution are the most trustworthy signs of good management

(Thompson & Stric kland, 1998).

Without a cleardy defined strategy (anoverallplan ofaction which defines
the competitive position of a firm), no business has a sustainable basis for
creating and maintaining a competitive edge in the market. Strategic
planning forcesone to realistically access the organisation’s potential As
such, strategic management has shifted since the 1950s from a focus on

long term comporate resource planning towards a focus on competitive

advantage (Hendrckson & Psarouthakis, 1998).

Owing to Prmahalad and Hamels' contrbution in the late 1980’s and eady
1990’s, strategic management started to focusbeyond the contemporary
product and marketing mix towards focusing on the undedying core
competencies. These competencies are sets of skills or capabilities that
make new product development and process inprovements possible.
Rather than encouraging organisations to build strategy exclusively
around productsorcustomers, they urged them to buid around a central

setofcormporate skills (He ndrc kson & Psarouthakis, 1998).

When defining a strategy foran organisation there are severalavenuesof
which to progress. Usually, however, the first step in the strategic planning
processinvolves the assessment of the cumrent market c haractenstics and

c onditio ns.
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Generally allbusinesses depend on consumers fortheirexistence and it is
understandable that the small organisation with a rapidly growing
consumer base wil and should plan differently from the organisation
whose clientele is unwaverng orin the processof following a decreasing
digression. The successfulcompletion of a market assessment provides for
a more clearindication of what the organisation should do and where is
should be focusing its vigour, and wusually forms the basis of the
organisation’s mission and vision statements. The primary purmpose of a
vision statementisto provide a clearand concise answeron the que stion:

“What businessare we in?” (Marntz, 2001).

In the more holistic sense small organisations do not function entirely on
theirown, but form part of an extemal envimnnment which influences the
business and in tum has an influence on the extemal envimnment. 'This
fact requires thus that to be able to initiate and determine an effective
strategy, that even small organisations must first place itself in the context
of its extemal envimnment through looking at the nature of the industry in
which it operates, and at the competitive forces sumounding the
organisation. 'This includes questions about the industry’s life cycle,
change drvers, impactson drivers and otherrelated key issues in ind ustry

(Thompson & Stric kland, 1998).

2.1.4.2 Managing Growth

Managing the growth in small organisations is an aspect that usually

challengeseven some ofthe mostexperienced managers.

The comorate economist and chief statistician of Dun and Bradstreet,

namely James W. Duncan, suggests that up to seventy five percent of

small busine ss failures are the direct orindirect results of overy ambitio us
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and negligent growth (Resnik, 1988). Michael Tishman, professor at the
Columbia Schoolof Business, believesthatlessthan ten percentofowner

managers have the tools to guide a small business through substantial

gro wth (Re snik, 1988).

Enough growth requires major changes in organisational procedures,
personnel assignments and requires manageral expertise. As the
organisation increases in size, it also increases in complexity and the
managermustleam to deal with this. Growth often pushesthe ownerinto

areas where most entrepreneurs are not proficient (Scarborough and

Zimmerer, 1996).

One of the aspects that can assist in managing the growth process is to
emphasise the importance ofcreate a sense of workerre sponsibility within
the organisation. By enhancing employee responsibility several effects
such as mnovation and a supportive envimnment are established and
contrbutes towards driving positive change. An enhanced perception of
responsibility in addition causes employees to look beyond the everyday
confines of their responsibilities and causes the growth stage to be better
served by innovative activity and shared responsibilty of all the

organisation’smembers (Hodgetts and Kuratko, 1998).

2.1.4.3 SuccessorPlanning

The important mle that ownermanagers fulfil in a small businesses have

the effect that these organisations are especially susceptible to loss of

vision and purpose during periods of transitions of Chief Exe c utive Officers

(CEO).
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Ieadership, values and abilities forms the culture of organisations and
others who may not share the same values and abilities replace the
leaders who helped shape the vision. Because itissuch a crtical stage in
the life of a small business, plans for succession and intentions regarding
changes in ownership should be developed and discussed openly years

before the actualtransferofownership (Maritz, 2001).

2.1.4.4 Employee Motivation

Small organisations can offer employees several advantages to other
larger organisations such as a more personalised and flexible working
envimnment, a more open appmach towards family obligations etc.
Even though, the importance ofkeeping employeesmotivated should not

be underestimated.

Ih February 1999, Dun & Bradstreet conducted 649 twenty-minute
inte rviews with owners, seniorexecutives and key decision-makersofsmall
busine sses. Thirty two percent of these smallbusinesses stated that finding

qualified employees are theirbiggest business problem (Dun & Bradstreet,
2000).

High calbbre employees, who prosperin a smallerteam envionment, can
be a small organisation’s biggest assets. 'This places in immense
responsibility on owner managers to ensure that employees meet their
own needs and require ments, while simultane o usly fulfiling organisational

goalsand objectives.

Small organisations provide opportunities to their employees that should

achieve a better munded and balanced individual with more unique

Author: Sol Bezuidenhout Page 32 of 128



development opportunities, than they would have been able to obtain

from largerorganisations.

Employees are provided with greater variety of leaming experiences due
to the need of diversifying skills in smaller organisations, whereas most
largerorganisations require that employees are more specialised. Due to
the fact that employees are not provided the opportunity to climb the
“cormporate ladder” in a small business, other ways of motivation has to

become animportant partofmanaging employees (Mantz, 2001).

Due to the uniquenessofeach organisation it is diffic ult to id e ntify a fixed
set of guidelines that would ensure highly motivated employees.
However, several motivational tools are avaiable to employers that
include both cash and non-cash rewards like recognition, responsibilty,

and opportunity forgrowth, training and partic ip a tio n.

As alrrady mentioned, the obvious advantage that small organisations
can offer employees include both compensation and inherent ewards
that are construed armund each employee’s own special needs and
requirements. The manager, who neglects his employees individuality,

wilnotbuild a strong productive team (Maritz, 2001).

2.1.4.5 Ethics

Managers, owners, shareholders and directors of companies are subject
to legislation. The institutionalisation of cormporate govemance in South
Africa by the King Report I will also contrlbute towards the corporate
responsibility of companies to pursue business in an environmentally
friendly, socially responsible, ethically acceptable, legally complant and

honest nature.
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In a survey conducted of senior managers, business school deans, and
Members of Congress in the USA, sixty three percent said that a business
enterprse actually strengthensitscompetitive position by maintaining high

ethicalstandards (Vogel, 1988).

Generally there are three levelsofethicalstandards(Iabrecque, 1990):

e lIegislation —which definesforsociety asa whole, which actions are
pemmissible and which are not. The law merely established the
minimum standard of behaviour. Actions that are legal however,
are notnecessarnly ethical

e 'The organisation’s policies and procedures, which provide spec ific
guidelnesforpeople in making daily de cisions.

e 'The moral stance individuals take when faced with a decision not
govemed by formal rules. The organisation’s culture can either
support orundemnine the employees concept of what constitutes

ethicalbehaviour.

Small organisations form part of the community on a level that provides
for more personal interaction with the stakeholders than in large
o 1g a nisa tio ns. The importance of ethical behaviour cannot be
underestimated and generally eamsthe respectoftwo essentialgroupsin
an organisation namely, the customers and employees. A solid ethical
framework guides employees as they cope with an increasingly complex
network of extemal influence from govemment regulation, suppliers and

the media. kalso givesthem self-confidence in theirde cisions.

2.4.2. Competitive Issues

The third broad category of the crticalsuccessfactorframework forsmall

organisations is construed rund the issues relating to competitive ne ss.
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Even though competitiveness encompasses several aspects relating to
(ncluding but not restricted to) operation, quality, customer service,
marketing and location, the following factors forms the basis of

competitivenessin a produc tion enviro nme nt.

2.24.1 Production and OperationalIssues

Small and large organisations require cost effective and efficient
production systems to remain competitive in our constantly evolving,
global society/economy. 'The implementation of modem business
processes and systems and integrating apprmaches such as total quality
managementinto contemporary businessprocesses,isan essentialpartof

remaining compe titive.

The specialised nature of products in smaller organisations somewhat
buffers the effect of direct cost comparnsons with large organisations.
Pricesdo howeverhave to seem somewhatcomparable to the customer.
The quality of productsorservicesof smallorganisations hasto be atleast

equal ifnotoften higherthan theirlargercounterpart.

In order to remain competitive in this price and quality controlled
envimnment, with limited financial and professional resources, the
management of smaller organisations has to develop a complete and
efficient production system, with innovative product designs, process
designs, job designs and job standards, and has to manage this system

effectively (Hosmer, etal, 1997).
One requirement that is non-negotiable when disc ussing compe titive ne ss

issues in small organisations is the delivery of high quality products at all

times. 'This necessitates the development and implementation of cost
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effective production systems and the use of modem technology.
Customers are continuously more discemed regarding quality and in
increase in service and product offering ensures that consumers find the
desirerd product at their desired cost. 'This phenomenon places even
grateremphasis on the importance of a quality focused organisations as

an important part of sustaining c omp e titive ne ss.

2.2.4.2 Marketing Management

Marketing management is the process of adapting the charactenstics of
a product to fit the needs and wants of customers in a specific market
segment, thereafter, combining the prcing level distrbution method,
personal sales effort and advertising program, into a c onsiste nt marke ting
plan, thatis adjusted to the characternstics of the product orservice, and

the needsofthe customers (Hosmer, etal, 1997).

Small organisations, as do big organisations, face the same amay of
varables in managing marketing functions, such as competitiveness
issues, socio-political forces, legislation, and technology concems.
Managing the marketing functions effectively poses challenges for the
alrcady multiresponsible owner manager, and stil emains a crtically

mportantaspectofmanaging a smallorganisation.

2.4.3. Fnancial Management

2.3.4.1 FnancialSystemsand Control

An accounting system provides the framework for managernal control of
the fion. An accounting system should accomplish the following

objectivesfora smallorganisation (Iongenecker& Moore, 1991):
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e 'The system should yield an accurate, thorough picture of operating
re sults,

e 'The records should pemit a quick comparnson of cumrent data with
prioryears operating resultsand budgetary goals,

o 'The system should faciltate prompt filing of reports and tax retums
to regulatory and tax-collecting agenciesofthe govemment,

e 'The system should revealemployee fraud, theft, waste and record-

keeping emnors.

Because capitaland lquidity problemscan quickly lead to large financial
losses and have devastating effects, managing finances is an especially
mportant element for managing small organisations suc c e ssfully.
Management is often unaware of cumulative financial losses caused by
insig nific ant financialleaks, most of which, could have been detected by
owners if adequate and effective reporting systems have been

implemented.

Managenal control provides the key objective of any accounting system
i a small business. Information management should be such that the
information produced can be utlised as a decision support for
management and should be easily understandable. The managershould
be able to review data and be able to identify the re quire d inte rve ntion in

a timely manner.

2.3.4.2 Iventory Control

Ihventory within any organisation represents cash or cash convertible
equivalent. Even though inventory nommally is the largest investment in

small organisations, control relating to inventory usually is one of the most

neglected managernal responsibilities. Few small business managers
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recognise the high cost associated with camying excess stock; inc luding
the costofinterest on money invested, the costofstorage space, the cost
of insurance protection, and possibly the costofdeterioration orwastage.
On the other hand, a shortage of stock / inventory can lead to a
decrease orlossin sales. From the analysis it is obvious that the suc c e ssful
manager would ensure that inventory levels are managed in such a
manner that prevents losses in productive sales but stil justifies each

element ofits nve stment (Marntz, 2001).

2.5 Summary

This section focused on how each of the key success factors typically
function in a small business, and what the unique associated problems
and challenges of each of the crtical success factors are. Fgure 2.2
summarse s the mentioned factors, and forms the backbone ofthe crtical
success framework as developed by Marntz, 2001. The mentioned crtical
success framework would be utilised asa baseline forthe reminderof this

study.
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Critical Succes Factor Framework

[Maritz, 2001]

Management Issues

Competetive Issues

Financial Managment |

Strategic Planning

—I Production and Operational Issues

Financial Systems and Control |

Managing Growth

—I Quality

Inventory Control |

Successor Planning

Customer Service
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Employee Motivation

Compensation System

Intrinsic Rewards

Stress Management |

-

Ethics |

Legislation

Organisational

Policies & Procedures

Culture

Author: Sol Bezuidenhout
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Logistics

Figure iii - 2.2: Critical success frame work

The clear conclusion that is reached after contemplating the most
common causes of small business failure is that the availabilty of
imformation and issues relating to effective information management is

one ofthe main causesofbusiness failure in small o rg anisa tio ns.

An enhanced and deeperunderstanding relating to the complexities and

possibilities inherent in each identified crtical element, would not only
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improve the changes of survival for small organisations signific antly, but
would also provide opportunities forimproving business pefformance and

financial gains.

Ik is concluded that even in the electronic and information age that we
are cumently a part of, effective information management remains to be

a crtically importantaspectofbusiness,be itlarge orsmall

CHAPIER 3
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SUSTA INA BIE BUSINESS

3 Sustainable Business
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3.1 Introduc tion

The conceptofsustainable development arose from the Rio Earth Summit
because ofconcemsabout the effectsofuncontrolled economic growth
on the envimnment and worldd communities. There is a wide range of
implications for businesses, ranging from the debate on the capacity of

the atmosphere to cope with emissions to the distribution of we alth.

Several definitions exist for de fining the term “sustainable development”.
Each of the definitions has a different focus, and allows for different

perceptions/approaches:

o “Sustainable development is about ensuning a better quality of life
for everyone, now and for genemtions to come” (DEIR, Iondon,
1999).

o “.is development without growth in throughput of matter and
energy beyond the mrgenemtwe and adsomptwe capaciies”.
(Goodland and Daly, 1996)

e “We do not inhent the earnth fom ourparents; we bomow it from our

chidren”. (Ke nyan Proverb)

However, probably the most widely known definition of sustainable
development is the Bruntland definition that states sustainable
development is ‘Development which meets the needs of the present
without compromising the ability of future generations to meet their own

needs’.
It is becoming clear that society believes that business must and should

not leave a legacy of envimnmental and social damage for our

successors to sort out. Whilst most people would personally subscribe to
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this concept, one of the largest challenges is applying the prnciple of
sustainable development to business strategy. 'This has been defined as
“Busine ss Sustainability” and includes ourpropercontrnbution to building a

more sustainable wondd, including the survival o f b usine ss itse If.

The dangerofnot engaging with thisagenda is that society could place
increasing costs on unsustainable business practices, and customers may
notchoose to purchase associated products and services. Ultimately, this
process may alienate the company from the rest of society, resulting in
reduced reputation, increased costs, and decreasing shareholder value
through erosion of its license to operate (J. Hil, Corporate Envimnmental

Strategy, 2001).

3.2 The Conceptof Corporate Sustainability

Comorate sustainability leaders achieve their business goals by gearnng
their strategies and management to hamess the market's potential for
sustainability costs and risks. Ik is this pursuit and related management

capabiltiesthatcreateslong-term shareholdervalue.

Sustamability opportunities and risks are directly related to a company’s
commitment to five key cormporate sustainability performance principles (J.

Hil, Corporate Envimnmental Strategy, 2001):

e Innovation: Investing in product and service innovations leading to
a more efficient, effective and economic use of financial natural
and socialresourcesoverthe long-tem.

e« Govemance: Setting the highest standards of cormorate
govemance, including management qualty and responsibility,

organisationalcapacity and cormporate culture.

Author: Sol Bezuidenhout Page 43 of 128



e Shareholders: Meeting shareholders’s demands for sound financial
retums, long-term economic growth, long-term produc tivity
increases, sharpened global competitiveness and contrbutions to
intellectualcapital

e Ieademwship: Ieading the industry toward sustainability by setting
standardsforbest practice and maintaining superorperformance.

e Society: Encouraging long lasting social well being in local and
global communities, interacting with different stakeholders (e.g.
clients, suppliers, employees, govemment, local communities and
Non Govemmental Organisations (NGOs) and responding to their
specific and evolving needs thereby securing a long term “lic ense

to operate” and superiorcustomerand employee loyalty.

3.3 General Approach to Sustainable Busine ss

Overthe pastthree decades, society has witnessed the birth, growth and
maturation of regulation driven envimnmental (and occupational health
and safety) protection programs, and the related evolution of strategies,
tactics and compliance programs within the regulated community.
Modem consumer trends and legislation demands envionmentally
friendly and socially responsible practices. Globally this hasled to stricter
legislaton on envimnmental protection. [Business for Sustainable

Development, webspace]

The South African legal system emphasises the need for a structured
processorstrategy to prevent or minimise the enviimnmentalimpactofa
production process, orto treat any resulting effluent to acceptable levels
asrequired by the approprate le gislation. Mo nitoning, inspe c tion, auditing
and policing structures has been introduced, to ensure long temm

compliance.
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The contemporary way of conducting businessis globally being redefines
by increasing envimnmental concems, stricterlegislation and shareholder
activism. This hasforced companies and industries globally to move from
mere complance mode, to including envimnmental risk modelling in their
rsk management systems, as well as to include for sustainable
development goals in general business strategy development. Figure 3.1

depictsthisappmach.

Business & Sustainable
Development

Risk Management

Environmental Performance

Compliance

Economic Performance

Figure iv - 8.1: Joumey to sustainable development [BSD, 2003]

hitially the need to comply with envionmental regulations drves
improvements in envimnmental perfformance within organisations. 'The
next or more proactive phase requires of businesses to adopt a more
proactive approach towards integrating envionnmental c onside rations in
operations management. Tols such as envimnmental risk management
isintorduced in thisphase in an attemptto reduce environme ntal liabilitie s
and to minimise the costsassociated with regulatory complance. The final
phase of moving towards pro-activity involve s the inclusion of sustainable
business strategies in contemporary business processes can lead to

innovative opportunities and enhanced results.
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3.3.1. Regulatory Compliance

As mentioned in the previous paragraph, the first step in moving towards
sustainability is by means of compliance with regulatory requirements, as

depicted in figure 3.2.

Regulatory Compliance Assessment <+

v
Basic Environmental
Management System

v

Implementation
Example:

1. Pollution Reduction
2. Waste Control

v

Society #*| Environment [**| Economy

Control

Figure v - 3.2: Regulatory compliance [BSD, 2003]

The global development and intronduction of recent envimnmental
legislation and regulations are obliging organisations to improve their
social and envimnmental performance. Unfortunately, obtaining
compliance to new legislation generally requires a financial investment
over the short term, which can influence on company profitability.
Generally the most considerable financial Labilties associated with
envimnmental complance and risks include interventions such as
remediation, clean-up and fines for breaches of legislation. 'This places
great responsbilty on managers of organisation to provide for

envimnmental labilitie s in theirfinancialand/orinsurance processes.
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Even though envimnmental insurance can assist companies to comply
with regulatory and other requirements, this apprmach stil signifies a
reactive apprmach, and often prevents companies from establishing
efficient cost control and envimnmental growth strategies. 'This reac tive
approach or “complance mode” stil forces organisations to consider
envimnmental complance as an unnecessary encumber that could
negatively influence on a organisations competitiveness and business

pro fita b ility.

A more holistic appmach that includes the implementation of
comprehensive envimnmental programmes and systems encourages
companies to move beyond compliance towards integrating sustainable

developmentaspartoftheirorganisationalgoalsand mission.

3.3.2. Environmental Risk Management

Companies that have experenced the difficulties associated with
operating in complance mode, start to integrate envimnnmental rsk
management as part of their general risk management functions, and
define the next step towards sustainable development as depicted in

figure 3.3.
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Risk Assessment | —

v
Environmental Policy

v

EMS
v

Implementation
Example:

Pollution Prevention
EHS Program

v

Society  #*| Environment [#*| Economy

Measurement & Monitoring

Figure vi - 3.3: Environmental risk management [BSD, 2003]

The developmentofcorporate govemance codeshave created a forum
forboth comporate and personalenvimnmental liability and have resulted
in business executives to adopt more proactive strategies in dealing with
envimnmental issues. In an attempt to minimise envionmental nsks,
businesses are starting to adopt a preventative apprmach towamrds
envimnmental Labilities by proactively anticipating potential risks, and
implementing interventions for preventing envimnmental damages and
degradation. 'This apprmach offers greater suppleness to managing

environme ntalrisks than previouscompliance approach.

In an attempt and drive towards improving envimnmental pefformance,
some organisations conduct envimnmental health and safety (EHS)
assessments and develop comesponding envimnmental charters and
policies. 'The implementation of formal envimnmental management
systems provides a extremely useful tool in managing and mitigating

enviro nme ntal risks e ffe ¢ tive ly.
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As part of an envionmental management system, techniques such as
pollution prevention, cleaner production and recycling programmes are
implemented and assist in the translation of policy objectives into
practical gains (Figure 3.4). 'The more practive rsk management
approach alows companies to anticipate and avoid expenditures
associated with envimnmental damage as well as minimising cost of

complying with future le gisla tio n.

Performance Assessment | _,
v A s
SD vision, principles, goals =
o
v A g
Management system §
o
i
v A &
Implementation
Example: Example: Example:
Code of Conduct Pollution Prevention | Business
Community Projects | Recycling Process
Re-Design

¥ : 5

Society |« Environment |« Economy

Figure vii - 3.4: Enviornmental risk managementrefined [BSD, 2003]

3.3.3. Sustainable Business Strategies

Sustainable business strategies indicate the final phase towards
sustainable business. The endeavourof which is to seek win-win situa tio ns
which can achieve envimnmental quality, increase wealth, and enhance

competitive advantage.
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In the final phase companies integrate sustainable development
principlesaspartof general business strategies. The suggested method is
to include sustainable development as a likely extension of comporate
codesofpractice and comporate policies. The integration of stakeholders
needs and expectationsin decision making processes guide s the joumey

to economic, enviomnmentaland societalrewands.

This more holistic apprmach enables managers to uncover business
opportunities which, in earlier stages of the joumey, might have been
regarded as costs to be bome orrsks to be mitigated. Results from this
approach include the development of novel business processes which
lead to reduced adverse envimnmental impacts, improved financial
performance due to increased process effectiveness, and an enhanced

reputation among communities, customers and stakeholders.

3.3.4. Sustainable Development and Environmental Management Compared

Many organisations tend to confuse envimnmental management and
sustainable development as being the same fixation. They are however,
two different concepts and the similarnties and differences are outlined in

the following paragraphs.

Similarties between sustainable development and envionmental

manageme nt:

e Envionmental protecting supports the goals of sustainable
development. The survival of future generations requires a he althy

envimnment that construesclean air, unpolluted waterand healthy

soil
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e The pmrtection of natural resources supports envionmental
sustainability. Concepts such as re-use and recycling allows for
minimisation and optimisation of resource use in an attempt to save
naturalresources forfuture generations.

e Ihcreasing envimnmental knowledge and awareness by means of
training and education we support the principles of sustainable
development. Ihcreasing the knowledge base while leaming to
protect the envimnment, also increases knowledge regarding the
globalenvimnment and thus mprove ourability to id e ntify so lutio ns

forsustainable development.

Differences between sustainable development and envimnmental

manageme nt:

e Sustainable development is of importance for society as a whole
and a participatory approach is thus inte gral to sustainability.

e Sustamnable development investigates the relationships between
envimnmental social and economic benefits, whereas,
envimnmentalmanagementrelatesto envimnmentalimpacts.

e 'The main objective of envimnmental management is to reduce
adverse impacts on the envimnment and not necessarly allowing
future generations to inhert the same amount ofnatural, socialand
economic wealth as their predecessors, as required by the
definition of sustainable development.

e Whilst envionmental management is often regulated and
controlled, sustainable development involves going beyond mere

compliance.
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CHAPIER 4

DEVEIOPMENTOF A SUSTAINABIE
BUSINESS FRAMEWO RK
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4 Developmentof Sustainable Business Frame woik

This section poses to discuss the appraches and systems used when
designing and implementing a framework for sustainable business in a
company. Section 4.1 deals with the methodologicalapprmach towards
sustainable business, while section 4.2 would provide an overview of the
current systems and tools available to address the key issues surmounding
sustainability, by utilising some text reference, and specifically according
to the books by Prof. Michael Porter, “Competitive Strategy and
Competitive Advantage”. [Porter M.E, 1998]

4.1 Considering Sustainability

4.1.1. Introduction

Businesses that are keen to profit from the conversion to sustainable
development often have a longertime based apprach and a broader
more sophisticated set of objectives than their traditional counterparts.
They are typically identified by being dissatisfied with cument situations
and want to operate in a socially, economically and environmentally
responsible manner. Managers of these organisations add real value to
the wel-being of employees, society, culture aswellasto the prosperty of
future generations. While it is realised that they cannot afford to ignore
short-term financial obligations and responsibilities their meaning of
accomplishment is more refined and focus on a longer time horzon.

[Busine ss for Sustainable Development, webspace]
Comorate culture plays an important rmle in the development of

sustainable business strategies and often, the founders of these

companies have a wellarticulated set of principles that guide the
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business and help to instilthe same setofvaluesin theiremployees. Good
culture shapes the mood and temperament of the workforce and
positively affects organisational energy, work habits and operating
practices. Good culture provides standards, values, informal rules and
peer pressures that mature and motivate people to do theirjobs. Good
culture strengthens employee identification with the company, its

performance targetsand strategy.

In addition good culture stimulates people to take on the challenge of
realising the company’s vision, doing their jobs competently and with
enthusiasm and collaborating with others to execute the organisational
strategy. A good organisational culture creates a work envimnment that
promotes “can do” attitudes, accepts change and breeds needed

c apabilitie s.

Comorate culture can be furtherdeveloped by declaring organisational
goals in the public domain and can inspire trust, create a model for
industry sectors, and provides a benchmark against which achievement

canbe measured.

The mportance placed on high calbre employees within smaller
organisations has alrrady received some attention. Smaller companies,
which are often at a disadvantage when recruiting employees, can
attract creative and talented staff by offering workplaces that is more
participatory, have greater sensitivity to family issues, share more of the
wealth, offermore fun, and encourage trust between management and
employees. 'This broader vision of success requires new business tools,
practices and relationships. Being receptive to new ideas and suggestions

opensthe doorto an amay of busine ss o ppo rtunitie s.

Author: Sol Bezuidenhout Page 54 of 128



The cument focus on envimnment, empowement, education, enjoyment
and ethicsisnotlikely to be a passing fad. People are finally waking up to
the need for organisations that protect the envimnment and our social

wellbeing.

4.1.2. Intemal Unifo m ity

The first intervention requirerd when addressing sustainable development
within any organisation is to ensure that values of sustainable
development infuse throughout the company. 'This usually requires
intervention from the chiefexecutive officerofa company, and should be
done in such a manner that it infuences on company culture and
viewpoints and requires a contrnbution from everyone within the

organisation.

4.2.1.1 Mission Statement

Organisational goals, principles and operating proceduresofa company
are communicated very effectively by means of a mission statement of
declaration. Even though the content of focus of a mission statement
relating to sustainable development will vary from one company to the
next, depending on the nature of the enterprise and the location of the
production facilities etc. it still is be st issues from a CEO that is committed

to the said objectives and be liefs.

42.1.2 Communication

Communication of this statement to all employees is of utmost

importance and wil ensure that employees know that pefformance wil

be measured against the stated goals. kisa good practice to study other

Author: Sol Bezuidenhout Page 55 of 128



organisations mission statements and practices, and would assist CHO’s in
gaining a deeper understanding and brmader perspective of

organisationalobjectivesand goals.

The developed and implemented intemal and extemal ¢ o mmunic ations
systemscan be utilised by companiesto report on its progressin ac hie ving
social fmancialand envimnmentalgoals. lh addition benc hmarking your
organisation against related companies and best practice guidelnes,
organisations can strengthen theircommitment to stated objectives, and
alert employees and other stakeholders to areas where more effort is

needed.

hitiative s such as the global reporting imitiative can assist organisations in
reporting on sustainability initiatives and just as financial reports, assist
employeesto concentrate on cutting costs and maximising the retum on
inve stme nts. Ih addition, the development and compiation of
envimnmental and social audits, may enhance company focus, and
id e ntify opportunities for further mprovement. Annual reports relating to
sustainability initiatives, such as envionmental performance, are
becoming a standard among several industries globally. The clearer
definition and publication of sustainabilty goals and results allows
organisations to gain a better understanding of how their operations
affect on the sumounding environment, and assist in the identification of

improvement performances.

Intemal communication can be enhanced by means of regular staff
meetings, e-mail bulletins, accessible managers and in-house ne wsle tte rs.
Providing employees with the rationale behind major decisions, they are
less likely to pay attention to rumours and speculation and perform their

re spo nsibilitie s more e ffe c tive ly.
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4.2.1.3 Waste Reduction and Pollution Prevention Strategies

One of the challenges in addressing sustainability challenges is the
improvement of envimnmental performance. 'The development of
focused organisational teams, involving personnel from different
departments, can be effective in devising strategies to improve
envimnmental perfformance. K top management support provides them
with the required resources and accessbility, emarkable results can be

achieved overtime due to teamworkand crosscontammationofideas.

The simplest and best way to start is by setting of straightforwardly
achievable goals, and then becoming more ambitious as confidence
and expertise are gained. Simple examples might include the issuing of
company policiesthat require of allintemaldocumentsto be printed and
copied double-sided, providing refillable pens in the supply cabinet, and
tuming o ff unused lights and equipment. The next step might involve the
development of more complex and formalcompany wide recycling and
energy efficiency programs. Other examples of tougher envimnmental

challengesinclude:

e 'The selection of biodegradable cleaning products, and bathroom
tissue and papertowelsthatare made from recycled fibre.

e Tmed themmostats, waterefficient toilets and plumbing fixtures.

The associated retum on investment should always be quantified for
capital investments, to ensure that everyone in the organisation
understands the financial benefits of envimnmental responsibility.
Manufacturing firms often focuses on production processes as possible

opportunities for improving on envimnmental performance. Rewand
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schemes forinnovative and valuable contribution towards envionmental
performance may be introduced as employees become increasingly
aware of the cost and envimnmental benefits, associated with

sustainability drive s and initia tive s.

42.1.4 Thaining

Taining and education form a vital part of enhancing and achieving
sustainability go als within organisations. Informed employees wilgenerally
be betterequipped to promote company goalsand to respond to major
trends. Training needs should be identified within the company and time
and monetary provision should be allbcated to perform training. Several
additional tools are avaiable to enhance training initiatives in
organisations such books, magaznes and joumals, videotapes and guest
speakers. An amay of extemal courses are available that can assist to

position a company's effortsinto perspec tive.

4.1.3. Extemal Reliability

The challenge forcompanies today is not only to do the right things, but
also do things right. Companies that are perceived to do things right will
enjoy customer loyalty, public credibilty, and investor confidence.
Ormganisations will find it difficult to always be perceived as making the
right decisions, but measurable progress and effective communication to

allstakeholdersare essentialpartsofeffective management.

4.3.1.1 Sustainable Reporting
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The idea behind sustainability reporting or so-called triple bottom lne
reporting (economic, social and envimnmental) is the disclosure of more
information in all three dimensions of sustainability. 'This will enable
decision makers to get a fuller picture on the genuine corporate

re sponsibility thata corporation practices.

Annual reporting that highlights benchmarking and measurable progress
made towardsimproving envimnmentalperformance, societalinterests as
well as economic performance, is becoming a best practice for several
industries, and can in addition aid as an superior advertisement for

01g anisa tio ns.

When stakeholders (including customers, suppliers, employees, inve sto rs,
regulators, members of the local community and enviionmental groups)
review such reports, company perceptions can be demonstrated
effectively by communicating a company's commitment to
envimnmental management and social responsibility. Reports that venfy
cleardy articulated set of organisational goals, as well as systems for
measurng achievement can assist to make a company emerge as

responsible and humane.

A study conducted by economics professors Stephen Erfle and Michael
Fatantuono at Pennsylvania's Dickinson College, found that a positive
comelation exist between organisational profits and five intemal critena
including, envimnmental performance, advancement of women,

advancementofminorties, charntable giving, and ¢ ommunity ac tion.
Transparency within organisations provides a framework for building

relationships with stakeholders build on trust and lbyalty, and would

provide retumson the long term.
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In the South African context it is important forcompanies to account for
the effect of HIV and AIDS in the reporting phase due to the economic
impact of this disesase on a companies financial, economic and human

development performance.

4.3.1.2 Public Relations

When considernng relating to the public, a forthright apprmach and clear,
understandable verbal communication is required to successfully convey
information about a company to customers, the press, the local
community, and other stakeholders. Providing (sometimes ignorant)
stakeholders with knowledge ensures familarnty and securty relating to

strange and somewhat sensitive issue s.

A transparent apprach can help to build support and suppress fears
among stakeholders in several situations. 'This is true in the case that a
company is new to the community, or has just developed an innovative
production processto solve an envimnmental problem, orif it is the vic tim
of damaging rumours. Providing community groups with information that
could enhance pride in a specific industry sumounding them, often settle

fearsassociated with ignorance.

4.3.1.3 Community Commitme nt

The era where organisations contribution to community development was

measured by their financial contrlbutions have fortunately passed, as

modem appraches require active engagement in community work

Contrbuting to community developing by means of training and the
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provision of needed resources and expertise are setting new trends, and

rede fining the conceptofcorporate socialresponsibility.

4.2 Tools/ Syste ms for Sustainable Busine ss

One ofthe biggest challenges of pursuing and incorporating sustainability
into business strategiesand processesis the realisation of true value (value
addition). Even though the chief executive officerof a company is the
only person that is responsible for the entire business operation,
departmental managersand otherpersonnelhave accessto a varnety of
tools, specific to their profession, that would enable value addition in the
company. Harvard Professor Michael Porter developed a “Sustainable
Value Chain” appmach, and is published in his books, “Competitive
Strategy and Competitive Advantage”. [Porter, 1998]

The sustainable value chain has several basic components that define
where value isadded in each step. The conceptsneeded to add value

canbe amanged asdepicted in figure 4.1.
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Figure viii - 4.1: Sustainable profits [Porter, 1998]

Each component of the sustainable value chain hasa basic function that
related to specific skills and units within an organisation. Some of these

aspectswould be discussed n more detailin the following se c tio ns.

4.2,.1. Management Systems

ISO 14000 isa seriesof voluntary standards and guidelines (not re gula tio ns)
formulated by the Intemational Organisation for Standardization (ISO) to
hamonise envimnmental disciplnes for ndustries all over the word. While

ISO 14000 is similarin scope to ISO 9000, it is also distinc tly diffe re nt.

While registration to the ISO 14001 standards is voluntary, the increasing
popularnty of the standard is being driven by govemment interests,
customer supplier requirements, spiraling waste disposal costs, and the
general interest of the public to know what companies are doing about

environme ntal issues.

Benefits include providing a structured appmach to envimnmental
management that can help companies achieve cost savings, regulatory

compliance,increased market shares, and intemationalrecognition.
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Additionally, establishment of a system apprmach to envimnmental
managementcan give a company an integrated monitoring and record

keeping modelthatcomplimentsan envimnmentalstrategy.

ISO 14001 providesa proactive apprmach to enviimnmental management
that shifts a company away from the present “command-and-control”
method and moves companies beyond regulatory compliance and into
an “envimnmental leadership” le. An EMS provides public recognition
and an enhanced performance image for company stakeholders.
Through the EMS documentation and communication system all
components of a facility work together to achieve company wide

envimnmentalexcellence.

4.2.2. Eco Efficiency

The conceptofeco-efficiency was first presented at the Rio Earth Summit
in 1992 by the Word Business Council for Sustainable Development
(WBCSD) as industry’s contrbution to the achievement of sustainable

development.

Ik hasbeen taken up around the word, and is strongly supported by the
Organisation for Economic Cooperation and Development (OECD). The
WBCSD is an industry grouping that is stil very active in promoting the

applicationofeco-efficiency by companiesthroughout the word.

Eco-efficiency is strongly supported by the business community bec ause it
does not focus exclusively on envimnmental outcomes. Rather, it
recognises the simultaneous and complementary benefits of combining

envimnmental and economic objectives. With the growing focuson eco-
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efficiency, the belief that economic objectives and envionmental

concemsare in conflictisbeing challenged.

FEco-efficiency means producing goods and services with less energy and
fewer raw maternals, resulting in less waste, less pollution and lower cost.
An eco-efficient business is one that has eithereliminated an operational
by-product, or found a way to tum that by-product into an income

eamer.

The WBCSD has outlined the following actions to implement eco-
efficiency:

e reducing the matenalintensity of goodsand services

e reducing the energy intensity of goodsand services

e reducing toxic e missions

e enhancing materalrecycle-ability

e maximizing the use ofrenewable and recycled resources

e extending product durability

e Ihcreasing the service intensity ofgoodsand services.

4.2.3. Design for Environm e nt

‘Design forenvimnment’ is about reducing the envimnmental impactsof
a business’ manufactured products by introducing improvements at the
design stage. Design improvements typically minimise the quantity and
toxicity of materals used in a product, and provide for easy dismantling,

reuse and/orrecycling atthe end ofits use fullife.

The envimnmental pefformance of productsis an issue that is inc reasingly

important asthe marketfor‘green’ goodscontinuesto grow. The re sultant
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benefit is that a product that haslessimpact on the envimnment is o ften

betterin terms of quality and marke tability.

4.2.4. lLife Cycle Assessment

Life Cycle Assessment (LCA) is a tool for evaluating the total
envimnmentalimpactsassociated with a product througho ut its life cycle,
from the extraction of raw materals through to processing, transport, use

and disposal

ICA can help businesses to betterunderstand the envimnmental aspects
of their products, and to identify the most effective improvements that

canbe achieved in the use ofresources.

4.2.5. Environmental Accounting and Inve sting

Taditional accounting practices have often overdooked the
envimnmental costs of operating a business. Envimnmental accounting
includes aspects such as the cost of resources, waste treatment and
disposal, of a poor envimnmental reputation, and of paying
envimnmental rsk insurance premiums that may not nommally be

incorporated into a business’ financialreports.

4.2.6. Sustainable Supply Chain Management

Supply chain management, or ‘greening the supply chain’ as it is
sometimes known, involves improving the processes and relationships that
exist to support the provision of goods and services along a supply chain.
The benefits can include better communication, more efficient delivery
and distrbution of goods, quicker market response and reduced costs

re sulting from more efficient operations.
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Some businesses are also using their influence as major customers in the
supply chain to improve the envimnmental performance of their supplie s

by requiring thatthey become certified to a recognised EMS.

4.2.7. Pollution Prevention

Pollution prevention isany practice thatreducesoreliminates the amount
and/or toxicity of generated wastes released to the air, land or water
before any management practices, treatment or disposal Pollution
prevention includes the design orproductsand processesthat willlead to
less waste being produced. As a total plant philosophy, a pollution
prevention program examines and implements methods to reduce

hazardous, specialand non-hazardous waste.

Any business generating wastes that want to keep one step ahead of
theircompetitors, and that wants to improve their facilties envimnmental
policies should incorporate pollution prevention as part of their busine ss

p hilo so p hy.

A prnciple benefit of a pollution prevention program is the cost savings
that can be a result of such a program. Also, through varous pollution
prevention methods such as source reduction, in-process recycling, and
reducing waste stream toxicity, a pollution prevention program makes the

working envimnment saferforallemployees.
Additional benefits include: protecting the envimnment; meeting

compliance issues; reducing labilty; and, promoting better c o mmunity

re la tio ns.
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Some common Pollution Prevention techniques which a company can
utilise inc lude:

e Improved operating procedures,

e Preventative mamntenance,

e Waste stream segregation,

e Raw maternalmo dific atio n/sub stitution,

e Productredesign,

e Equipment modification,

e Processmodification,

e Wastewaterreduction,

e Ih-processrecycling/reuse, and

e On-site recycling.

4.2.8. Product Ste wardship

Product stewardship is defined as the ethic of shared responsibility
throughout the life of a product, which includes its envimnmental impact
from manufacture through to its ultimate disposal This principle is being
increasingly adopted armund the wornd in the form of regulations,
covenants, ordinances and other mechanisms on particular product

categores.

An example of this principle in Australia is the recent National Packaging
Covenant and the supporting National Environment Protection Me asure
(NEPM) on Used Packaging Matenals. These initiatives are designed to
ensure that all parties in the packaging supply chain participate in
reducing the envimnmental impact of packaging from used domestic

produc ts.
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4.3 Proposed Assessment Criteia for Susta ina bility

The following corporate sustainability assessment framework, has been
developed by the SAM Sustainability Group (Switzerdand), and is used to
calculate a Sustainabilty Group Index for companies listed on the Dow
Jones Stock Exchange (I Knoepfel, Corporate Envimnmental Strategy,
2001).

Through the assessment of economic, envimnmental and societal driving
forces and trends, generally applicable cormporate sustainability c rtena
are identifitd and defined. 'They are based on widely accepted
standards, best practices and audit procedures and are appled to al
ind ustrie s, identic ally and without exception.

In addition, industry specific cnteria coverng each dimension are
identified for every industry group. The industry group specific crterna
reflect the economic, envimnmental and social political and
technological forces driving the sustainability perfformance of a particular
industry group. They are based on extensive input from industry spe cialists
and consultants. Appendix A contains an example of the questionnaires

that SAM usesforthe developmentoftheirperformance indexes.

In a second step, both the general and industry specific criteria are then
equally defined in terms of sustainability opportunities and rsks. An
additional classification of the crtera is mtroduced according to their

strategic, management and industry specific character.

Table 4.1 givesan overview of allcriteria used and theirc lassification. The
table also shows the weighting structure used. Additionally, in each
dimension a 30% weight is assigned to strategic, a 40% weight to

managementand a 30% weight to industry specific critena.
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Table ii - 4.1: SAM evaluation criteria

Opportunities (50% we ight) Risk (50% weight)

Economic

(83% weight)

Imanagement

Quality Management

Strate gic Strate gic planning Comorate govemance
Organisationaldevelopment
Management Intellectualcapitalmanagement Risk and crsismanagement

Cormporate codesofconduct

Envinnmental profit and loss

accounting

Industry Spe c ific R&D spending Inte met Se ¢ urity

(forexample)

Environmental

(83% weight)

Stra te gic Envimnmentalcharters Envimnmentalpolicy
Re sponsibility forenvironmental
issue s

Management Envionmental re porting Envimnnmentalaudits and

management systems

Envimnmentalperformance

Employee benefits
Employee satisfaction

Remuneration

Industry Spe cific Eco-design ofproducts Productlabellng
(forexample) Ihnovative services Enviro nme ntallia bilitie s
Social
(33% weight)

Stra te gic Stakeholderinvolve ment Socialpolicy
Re sponsibility forsocialissue s
Management Socialre porting Chid labour

Conflic t re solution
Equalrights and non-
disc imina tio n
Occupational Health and
Sa fe ty
Iayoffs/freedom of association

Standards forsuppliers

Industry Spe cific

Community programs

Re settle me nts
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4.4 Summary of Chapter

From this chapter it is clear that addressing the challenges posed by
sustainable development no longer is a nice-to-have, but forms an
importantaspectofmodem businessmanagement,asany contemporary
management elements. Addressing sustainable development within
organisations not only requires strong leadership and management
proficiencies and skills, but also requires organisational and cultural

change.

Even though severaltools are available to assist companies in addressing
sustainable development, leaders should move the importance of
sustainability to the top of the prionty list within companies, and ensure
that resources are allbocated and stakeholder involvement is ensured, to

be able to addressthese challenges succ e ssfully.
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CHAPIER 5

ROIE O F SUSTA INA BIE BUSINESS
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5 Sustainable Development and the Success Factor
Frame work

5.1 National Sustainability Sta tistics

Up to this point, this study has basically addressed the development of a
crtical success factor framework for small manufacturng businesses, as
well as to discuss some heurnstics on sustainabilty. & is deemed
approprate to consider some statistics regarding the integration of the

principle s o f sustainability in busine sse s in So uth Afric a.

This section would discuss and analyse some results obtained from a
survey done on “Sustainability Reporting” by KPMG durnng 2001. & should
be noted that even though the statistics referred to in this section are
indicative oflarge corporations, it is assumed that it should be in line with
small organisations perceptions, mainly due to the absence orexistence

ofany data on sustainability re porting, relating to smalle rorg anisa tions.

5.2 Environmental (Sustainability) Re porting

Financial performance is seen as one of the aspects of economic
performance. At present, financialreporting systemsare used asa model
for sustanability reporting. &k is hoped that by bringing the methodology
of financial reporting into sustainability reporting, the rngor and
thooughness of the traditional audit and reporting process wil be

translated to sustamnability re porting.

Constructive obligations are the creation of a public expectation or

promise. Anexample isa company senvimnmentalpolicy. The adoption
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of such a policy necessitates the spending of money. The company is
therefore obliged to report to its stakeholders how it is fulfiling its
constructive obligation, in other words, how it's spending the money ear

marked forthe obligation.

Sasol, Thore Chemicals, scor and Cape plc are just a few examples of
South African companies that are feeling the effect of envimnmental
litigation. &k standsto reason thatthe more transparenta company isin its
reporting, the more it is able to show that it has taken reasonable

measures to minimise the negative consequencesofits operations.

Ih general reporting on sustainability issues are faily superficial ILess than
a quarterof the companies surveyed by KPMG, disclosed information on
programs and policies, management systems, standards and audits. The

same numberhad quantitative data on sustainability issue s.

Only 15 % of the companies referred to sustainability issues in their
corporate mission statement. 'The fact that sustamnability is not yet a
strategic issue is confimed by the fact that less than a fifth of the
companies mention isin eitherthe Chaiman’s Statement or CEHO’s Review

Se ¢ tio n.

The Top 100 Industrials pefformed on a par with the average disclosure
levels on sustainability issues for the total sample. However, the Industrals
tend to report more than the average on intemal issues (such as
govemance, ethics,employment equity, education and training, ind ustrial
relations) and less on extemal issues (such as social, community,

environme nt, he alth, safety, AIDSand sustainable development).
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The converse is true for the Mining sector, which have signific antly higher
levels of disclosure relating to extemal stakeholders, especially on
envimnment, health and safety issues. nh general the Service sector
companies in the top 100 All Share Ihdex (ALSI 100) display less detailed
sustainability reporting performance than their mining and industral
counterparts. Public sector companies show significantly betterlevels of
reporting on all sustainability issues compared to the sample average,
with the exception of disclosures on cormporate govemance, code of
conduct/ethics and fraud strategy/prevention. Fgure 6.1 provides

graphic nformation on these reporting statistics pereconomic sector.
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Figure ix - 6.1: Sustainability re porting statistics pereconomic sectorin SA

Comorate govemance is the most mentioned issue by South Africa’s top
companies (92%), with three quarters specifically mentioning the King
Report (80%) and corporate govemance audits (75%). Although most
companies also mention a Code of Conduct/ Ethics (82%), it tends to be
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without supplying any evidence of how these principles are being
implemented. This indication of lack of embeddedness is confimed by
the low priority accorded to fraud prevention (33%). Only a third of South
Africa’s top companies report that they have an employment equity
policy (34%), while education and training tops the list for disclosure of
quantitative data (30%) and programs (49%), which is an indicator of
inve stment in human capital Industral relations and labourissues tend to

be simply mentioned (61%) ratherthan discussed in detail

Social and envimnmental issues are the sustainability issues most often
included in the companies’ mission statement (25% and 22%), as well as
being related to financial expenditure (32% and 23%). Non-financial
quantitative data is more often reported for social / community issues
(27%) than environment (15%), health (15%) or safety (17%) impacts.
Enviomnmental audits (24%) are more commonly disclosed than health
(13%), safety (15%) orsocial (2%) audits. Refle ¢ ting this relative ranking, the
ISO 14001 standard (environment, 14%) is mentioned more than NOSA
(7%) or OHSAS 18001 (health & safety, 5%), whie AA 1000 and SA 8000
(social, 0%) remain totally elusive in South Africa. HIV/AIDS disc lo sure
remains disappointingly low, with just over a thid of the ALSI 100
companies mentioning the issue, and less than 15% of the totalsample of
184 top companies reporting on programs (13%), data (9%), policies (7%)
or expenditure (5%) for HIV/AIDS. Surprsingly, reporting on HIV/AIDS is
betteramong public entities (43%) and service companies (43%) than the

mines (32%) orind ustnals (25%).

Given that the Wolrd Summit on Sustainable Development (WSSD) is being
held in South Africa (SA) in Sept 2002, it is cause for concem that
sustainable development is not yet being reflected as a widely

recognised concem among SA’s largest companies (27%). Likewise,
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given the increasing levels of white-collar crime that business is
experiencing in SA, disclosure on fraud strategy and fraud prevention is

also wonyingly low (33%).

Figure 5.2 provides a graphic representation of the issues addressed in

susta ina bility re p o rts.

Figure x - 5.2: Quantification of issues addressed in sustainability reports in SA

5.3 Role of Sustainable Business in the success Factor Frame work
An intere sting issue in the corporate leaming processis the discovery that

there is a positive relationship among factors such as improved product

and service quality, labourconditions and envionmental quality.
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In companies that develop and implement the more pmactive
approached of sustainable business, a continuous improvement chain is
developed which encourages innovations, improves produc tivity,
mproves product and serice quality, achieves service excellence,
increases readiness and survivability, decreases costs and improves the

comporate image (Leo W. Baas, 1995).

Some of the areas where interaction between general business
management concepts and Sustainable Development tools deliver
tangible business benefits are discussed in the following paragraphs.
Additionalbenefitsare discussed in chapter7 where an actualcase study

isdisc ussed.

5.3.1. Access to Capital

Sustainability is increasingly viewed as practive nsk management,
making companies with sustainability policies more attractive to investors
and financiers. A study by a consortium of seven companies - Impemnal
Chemical hdustries, Volvo, Unile ver, Monsanto, De utsc he Bank, Ele c tro lux,
and Gerding - showed that sustainabilty strategies such as improving
envimnmental compliance and developing envimnmentally responsible
products can improve profitabilty and eamings per share, and help win

contractsand investmentapproval

5.3.2. Asset Retention

Extending the productivity of resources is becoming a strategic business
practice across diverse industry sectors. Companies such as Xerox, Dell

Computer and Interface Foonng have developed products that are
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leased rather than sold to customers, enabling the companies to retain

much ofthe products value.

5.3.3. Brand Image

The marketplace is becoming more enviomnmentally sophisticated.
Appealing to the ecologicaland socialas wellas economic sensibility of
consumers can increase customer loyalty. Since 1990, Mc Donald's has
enhanced its brand image by buying recycled products worth $3 billion

without paying a price premium orotherwise increasing c o sts.

5.3.4. Competitive Advantage

Establishing policies to improve envimnmental performance beyond
complance with cument regulations can help companies gain

advantage overthe competition.

I Connecticut, a new state law rewards companies forhaving ISO 14001
envimnmental management certification and for adopting sustainability
standards such as the CERES Principles or The Natural Step. The state's
program includes incentives such as expedited review of pemmit
applications and public recognition of participating businesses through

the use ofan exclusive symbolorseal

Intemationally, some companies in developing countries are recognizing
that sustainability may give them a competitive advantage in the global
economy. Bangladesh's leading industrial company, Beximco, has
integrated high envimnmental standardsinto itsoperationsand perceives
social and envimrnmental sustainabilty as the key to dominating the

globalmarketin yams, fabricsand apparel
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5.3.5. Employee Relations

Employees appreciate a work envimnment that reflects theirown values.
Because of this, some companies have found that sustainability initia tive s

have helped attractand retain talented and committed employees.

5.3.6. Innovation

Applying sustainability prnciples to the design and manufacture of
products has helped several leadership companies bring entirely new
product lines to market. DuPont, Herman Miler and Patagonia are
among those that have spumed innovation both inside their own
companies and with their suppliers by applying envimnmental principles

to productdesign and development.

5.3.7. Market Share and Profit Margins

Promoting the envimnmental superonty of products can be an excellent
marketing strategy. Collins & Aikman Foorcoverngs has experenced
increased demand after offering a closed-loop recycled camet (the
company reclaimscarpet forrecycling backinto new carpet) that, at no
additional cost, meets or exceeds the performance crteria of its non-
recycled counterparts. Eectrolux reported that its most environme ntally
sound product lnes accounted for 21 percent of its total European sales

and 31 percentofprofitsin 1999.
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5.3.8. Productivity

Sustainable buildings - designed to minimize envimnmental impacts, be
cost-effective to build and operate, and provide a comfortable working
envimnment - can mean a healthier, happierand more productive work
force. Boeing is among several companies that have documented
significant increases in productivity, ranging from one percent to 15

percent, from the use of 'green building" design ele me nts.

5.3.9. Return on Investment (ROI)

Taking a longer(5 - 10 year) ratherthan shorterapproach to the financial
assessmentofcapitalinvestmentscan resultin decisions that yield greater
re tums-on-inve stment over the life cycle of the venture. Dow Chemicals
envimnmentalinitiatives are expected to yield a 30 percent to 40 percent
ROI by the year 2005 and contrlbute to one percent of the company's

revenuesover10 years.

5.3.10. Quality

Ihcorporating envimnmental considerations can lead to superor
products. 3M's Scotchtint window film, designed to increase the energy
efficiency of buildings, not only reduces overallelec tricity c osts but also is
a higher quality product than other window films. ks abrasion-resistant
composition allbows windows to better withstand washing and day-to-day
abuse. Because the windows are more durable, replacement costs over
the life-cycle of a building are minimized. Additionally, Scotchtint films
block a high percentage of the sun's harmful ultraviolet (UV) radiation,
thus improving protection forcarpets, curtains and other fumishings, and

extending theirlife spans.
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CHAPIER 6

ENVIRONMENTALMANAGEMENT
SYSTEM'S
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6 Environmental Management System (ISO14001)

6.1 Introduc tion

Economic, competitive and envimnmentalrealitiestoday dictate that the
manufacturing processes you implement be more effective, (cost)
efficient and more envimnmentally friendly - whist maintaining or

improving product quality - than those of yourcompe tito rs.

South African industry faces some major challenges to remain globally
competitive. Development of tools to ensure economic and
envimnmental sustainability, wil along with product development,
effective marketing, production innovation and quality management-

and-controlsystems, determine the future ofthe industry.

Modem consumer trends and legislation require envimnmentally friendly

and socially responsible practices.

Implementing an Envimnmental Management System (EMS) can help you
meet this challenge in several important ways. Fist, an effective EMS
makes good sense, whether your organisation is in the public or private
sector. By helping to identify the causes of envimnmental problems and

then eliminate them, an EMScan help you save money.

6.2 Environmental Ie adership

Envimnmental Ieaders in the comporate arena face a challenging set of

demandsthatdifferfrom theircormporate peersin otherdisciplines.
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Fistly they are responsible for achieving organisational regulatory
complance. Secondly they must go beyond compliance to recognise
b usine ss o pp o rtunitie s while taking prudent b usine ss risks. Third ly, the y must
work skilfully with a wide range of extemal stakeholders that are not

necessarly all friendly.

These challengesrequire ofenvimnmentalleadersto:

e Have anextraordinary range of knowledge,

e Be diplomatic and have politicaltalent,

e Have dispute -re so lution abilitie s,

e Possessbasic busne ss skills, and

e Hold humanism in their decision making that reaches beyond the

short term financialfocus.

Although many of these skills are shared by political and comorate

leadersalke, what'sunique of envimnmentalleadersare:

e 'The Comprehensiveness of their skills
e 'The frequency with which envimnmental leaders must initiate and

guide company-wide change with limited staffand resources.

When considering the responsibilities of envimnmentalleaders, three main

goalsorobjectivesofenvimnmentalleaderscanbe deducted, namely:

e They need to achieve complance <cost effectively, by
comprehending legal engineerng, and scientific needs, and by
making the goalunderstandable to others in the organisation, and

especially to the Chief Executive Officer.
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They need to achieve compliance without extinguishing the spark
for risk taking, innovation, and business advances by creating a
productive balance between regulatory demands and business
expec tations.
They need to answer to public expectations by satisfying key
stakeholders.

Experience has proven that successful envimnmental leaders should

possess a number of skills that would guide and assist them in their

challenging businessgoals. These include:

6.3

Forgetting aboutblame and focusing on finding workable so lutio ns.
Buiding a bmad and deep network of personal friendships,
associations, and affilia tions.

Cultivating nisk, ambiguity, and uncertainty as sources of powerful
change.

Selecting briliant, reliable deputies.

Verifying instinc ts against c ients’ needs.

Replicating success, using lotsof smallstepsto clearthe top.
Making the future ofthe organisation promising to everyone in it.
Acknowledge the importance ofeveryone’smle.

Using stories and metaphors to reinforce the goals of the
organisation and a sense of belonging. (J. Hil, Corporate

Envionmental Strategy, 2001)

Principles of Environmental Management

The adoption of formal envimnmental management systems by an

organisation has the potential to amend both envimnmental and

economic performance, and the resulting relationships with suppliers,
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customers, employees and envimnmental regulatory policies and

agencies.

In practice, however, some resistance to change may be expected and
mnovative measures may be necessary to prepare the target
organisation. I the South African context the main factors inhibiting the
implementation of envimnmental management systemscan be ascrbed

to (amongst others):

e Undefined envimnmentalorsocialimpactsofprocesses,

e High perceived costof systemsand lackofaccountable (financial
b e ne fits,

e Iackofinformation fordevelopment and implementation of these
syste ms,

e Iackof/ difficultaccessto financialorhuman resources,

e Accessto education and training o f sta ff,

e Fearof public exposure, unfavorable publicity or prosecution and
fines,

e Changing legislative re quire me nts,

e Additionalrequire ment to orshift in core busine ss.

kisessentialto addressthese issuesdurng allstagesofthese systems, from

conceptualisation to implementation ofthese systems.

6.4 Overview of Environmental Management Systems
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6.4.1. Whatis an EMS?

An envimnmental management strategy, system or plan (EMS), is a
document detailing, at the highest managementlevel, the envimnmental
policies of a company and the approprate prcedures for its

imp le me nta tio n.

An EMS is a continual cycle of planning, imple menting, reviewing and
mproving the processes and actions that an organisation undertakes to

meetits environmental o b lig a tio ns.

6.4.3. EMS Drivers

The intemaland extemaldrnversofan EMSare listed in the table 6.1.

Table iii - 6.1: Internal and external drivers for EMS implementation

Intemal Drive rs for EMS Exte mal Drive rs for EMS
- Regulatory Re quire ments - T Comply With More Stringent
Iegislation

- Delegation of Re sponsibilitie s

- ReducesDisruption Caused by Employee = B Satisfy CustomerDemands

Tumover; - T Ensure Competitive Future for
- Frameworkto Move Beyond Complance the dustry - Tade Bamier

Reduc tion
- Vehicle forPositive Change .
- T Enhance Public Inage
- Improved Employee Morale .
- Improve Accessto Capitaldue to

- Oppontunities forSavings lo werinve stme nt risk
- Reduce Accidents - Improved Product Marke tability
- Consolidates Existing Envionmental, - Improved Competitive ne ss

Safety, and Health Programs Into a
Cohesive System
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6.4.4. Key EMS Bene fits

The following are some key EMSb e ne fits:
e Improved envimnmentalperformance,
e Reduced Labilty,

e Competitive advantage,

e Improved compliance,

e Reduced costs,

e Feweraccidents,

e Employee involvement,

e Improved public image,

e FEnhanced customertrust,

e More favourable credit terms, and

e Meetcustomerrequire ments.

6.4.5. Whatis needed?

Integrating envimnmental management with other key organisational
processescan improve financial, quality and envimnmental performance
of a company. The key to effective envimnmental management is the
use of a systematic apprmach to planning, contmolling, measurnng and
improving an omganisation’s envionmental performance. Fgure 6.1
depicts the typical apprmach taken when developing an EMS.
Potentially, significant envimnmental improvements (and cost savings)
can be achieved by assessing and improving an organisation’s

managementprocesses.
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Continual
Improvement

Environmental

Management Review i
Policy

/

Checking and Corrective Action

- Monitering and measurement

- Non-conformance and corrective and Planning
preventative action

- Records - Environmental apects

- EM'S audits - Legal and other requirements

- Objectives and targets
- Environmental management programmes

Implementation and Operation

- Structure and responsibility

- Training, awareness and competence

- Communication

- EMS documentation

- Document control

- Operational control

- Emergency preparednass and response

Figure xi - 6.1: Typical Frmme woik for EMS (ISO 14001)

6.4.6. Environmental Strategies

In orderto make EMS implementations not only environmentally e ffec tive
but also financially and resource efficient, most companies that have
implemented EMSs in their business have been forced to re-assess
corporate strategy. 'This requires adopting attitudes in achieving
“excellence in envimnmental management” by making envinnmental

protection anintegralpart of the way they do business.
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Rather than motivation to simply comply with the relevant legislation —
companies recognize the long-term financialand strategic benefitsof an
EMS. Adopting systematic, preventative appmaches based on the
determination of impact, elimination of pollution sources and “careful
focused” management of envimnmental activities and adopted

treatment systemsisa cyclicalsystem of Continuous Inprove ment.

6.4.7. Relevantlegislation

The implementation and certification of an EMS requires compliance to
legislation and therefore itisdeemed necessary to referto some relevant
SA legislation. Table 6.2 outlines some ofthe important relevant le gislation

thatisapplicable to manufacturng operations:

Table iv - 6.2: Important environmental legislation

The National Environmental Management Act (NEMA) 107/1998

e Dutyofcare and remediation ofenvimnmentaldamage (Section 28)

e Protection of workers refusing to do environmentalhazardous work

(Section 29)

e Contmlofemergency incidents (Section 30)

e Accessto envimnmentalinformation and protection of whistle-blowers

(Section 31)

e Jegalstanding to enforce envimnmentallaws (Section 32)

e Private prosecution (Section 33)

The Environment Conservation Act73/1989

e Prohibiting of Litte ring (Sec tion 19)

e Waste management (Section 20)

e Prohibition ofundertaking ofidentified ac tivitie s (Se ¢ tion 22)
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The Atmospheric Pollution Prevention Act45/1965

Premises on which scheduled processcamied outto be registered

(Section 9)

Conditionsofregistration certificates (Section 12)

Installation of fuelbuming applances (Section 15)

Procedure where smoke orotherproductsofcombustion causesnuisance

(Section 17)

Stepsto be taken by certain persons forpreventing atmospheric pollution

by dust (Section 28)

The Hazardous Substances Act15/1973

Sale of Group Iand Group I and letting, use, operation, application and
installation of Group I, hazardous substances (Section 3)

Liability of employerofprinciple (Section 16)

Regulation forHazardous Biological Agents GN R1390 in GG 22956
27December2001

The National WaterAct36/1998

Prevention and remedying effectsof pollution (Section 19)

Contrmlofemergency incidents (Sec tion 20)

Wateruse (Section 21)

Permissible wateruse (Section 22)

Controlled ac tivity (Sec tion 37)

Offences(Section 151)

Offencesinrelation to employerand employee relationship (Section 154)

The WaterServices Act36/1998

Conditionsforprovisionsof waterservices (Sec tion 28)

Industraluse of water(Section 4)

Bylaws (Section 8)

Offences (Section 9)
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The Regulations Relating to Compulsory National Standards and Measures to
Conserve Water GN R509 in GG 22355 of 8 June 2001

e Disposalofgrey-water(Section 7)

e Use of Effluent (Section 8)

e Quantity and quality of industrial e ffluent discharged into a sewerage

system (Section 9)

The National Road Tiaffic Act93/1996

e Cettification ofroadworthinessrequired in respectofmotorvehicle

(Section 42)

e Transportationofcertain dangerusgoodsprohibited (Section 54)

The Occupational Health and Safety Act85/1993

e Generaldutiesofemployersto theiremployees (Section 8)

¢ Generaldutiesofmanufacturers and othersregarding articles and

substancesforuse atwork (Section 10)

e Duty to nform (Section 13)

e Generaldutiesofemployeesatwork (Section 14)

e Reportto inspectorregarding certain incidents (Se c tion 24)

e Actsoromissionsbyemployeesormandataries (Section 37)
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6.5 Developing an Action Plan for EMS Imple me nta tion

It should be noted that thissection doesnotspecifically referto the official
SO014001 framework for an EMS as outlned in Fgure 6.1, but rather
disc usses some heurnstics on the appmach taken when implementing an

EMS, encompassing the following aspectsofan EMS:

e Focusonconformance to legislation,
e Commitmentto preventing pollution,
e Measurement and Mo nitoring,

e Planning and implementation,

e Documentation,

e Reporting and

e ContinualImprovement.

The apprach focuses on a series of key steps or actions to the
development, mplementation and maintenance of an EMS. The actions
are applicable to any management system formal or nformal based on

the accepted principlesof:

e Defining objectives and establishing targets,
e Developing management structuresand processes,
e Monitoring and measuring performance,

e Implementing impr ve ments.

6.5.1. Environmental Policy

With more emphasis being placed on how products are produced or
service are provided, most companies have found it necessary to publish

some form of an EnvimnnmentalPolicy.
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The Envimnmental Policy hasthree primary goals, namely:

T inform cument or potential customers and employees of the
company s commitment to limit their mpact on the envionment
and to produce productsin an envimnmentally friendly manner.

T inform govemment agencies of the company’s commitment to
comply with envimrnmental legislation and regulations and to
promote the sustainable use of naturalresources.

T inform employees, supplers and service providers of their

contrbutionsand to seta benchmarks forworking practices.

Tpically the Envimnmental Policy will consist of a series of clear and

concise goalsregarding the protection ofthe envimnment and it:

Must be relevant to the activities, product and/orservicesrendered
by the company and theirenvimnmentalimpac ts.

Should considerthe organisation’s mission & vision.

Mustbe documented, communicated to staff & publicly available.
Must include a commitment to prevent pollution & continual
improve ment.

Must include a commitment to comply with relevant envimnmental

legislation and regulations.

The objectives formulated within the Envimnmental Policy will form the

foundation for furtherdecision-making regarding the actions thatneed to

be taken to prevent orminimise polluting practices. The objectives will also

form the benchmark for evaluating the progress of implementation of

preventative actions and overall envionmental peformance of the

envimnmental system. A number of excellent examples of an
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Envimnmental Policy have been published in the comporate policies of
major South African and intemationalcompanies and these can be used

asa modelforthe development ofyourEnvinnmental Policy.

It is mportant, however, that the Envimnmental Policy should address all
relevant envimnmental impacts of the particular industry, company and
envimnmental setting and this can best be achieved by means of an

EnvimnmentalImpact State ment.

6.5.2. Assuming Management Re sponsibility

The shareholders and/or managern(s) (management) would be
accountable and legally Lable. 'Therefore, it is the responsibility of
management to delegate authonty and developing a system for
management envimnmental aspects in your business. A good starting
point usually involves identifying and appointing a responsible person (a
champion) to address envimnmental considerations in the business.
Assigning comesponding responsibilities to actions and objectives and
compiling relevant information (legislative, production, resource,

management, etc.) would form part ofthe responsibilitie s o f this pe rson.

A Champion in an organisation is ssomeone who grasps the benefits of,
and is enthusiastic about the project; the champion can be one of the
mostcrticalelementsofany team. Ehasbeen found thateven less senior
company members can be effective champions, successful in keeping
the project a priorty on the fim's agenda and keeping the necessary

resourcescommitted.

By leaming to think of the company’s staff members as your intemal

advocates,canbe a key to communic ating the benefits to the company
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ofa new apprach to envimnmentalchange. They are the onesthatbest
provide information about competing opportunities for the company or

aboutthe fitofan EMSwith overallcorporate strategy.

6.5.3. Defining Environmental Aspects and Compiling Relevant Information

Key to the development of an effective EMS is the identification of
envimnmental aspects and impacts. The relationship between an aspect
and an impact can be defined as one of cause and effect. Knowing
what the impactsare isonly part of the challenge —you should also know

where they come from.

Envimnmental Aspects are defined as the activities, products or services

ofanorganisation that can interact with the environme nt.

Envimnmental Inpacts are the changes in the envimnment, adverse or
beneficialthat arsesfrom an organisation’s activities, products orservic es.
Many aspects / impacts are controlled by applicable laws and
regulations, therefore pemits, audit reports, risk analyses, flow-diagrams,
geographical nformation and othersuch documents may yield valuable
information. However, many may not be regulated and it may be
necessary to ook beyond issues such as land, energy and resource use.
When considering impacts / aspects it is important to consider not only
aspects arnsing from nomrmal process operation. Abnommal c onditions such
as start-up, shut-down, equipment faiure, incidents and accidents

introduc e significant aspects.

The follo wing information should be compiled asitmay assist in the

identification proc e ss:
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e Identify potential e missio ns originating from operationsto the
surmo unding :

e Water,
e Air,and
e Soil

e Identify appropriate envimnmentallegislation (Section 1.3.50n
Envimnmental Strategy contains a list of some ofthe important
applicable legislation).

e Identify appropriate occupationalhealth and safety legislation
(Section 1.3.5 on Envimnmental Strategy containsa listofsome of
the importantapplicable legislation).

e Interested and affected parties.

e Considercustomerrequire ments.

e Workdetails and re sponsibilitie s.

e Geographicalinforma tion.

6.5.4. Defining Environmentalimpacts

After the envimnmental aspects have been identified the second phase
in this process is to list all potential comesponding impacts of a given
action, process unit or system in temrms of the varous environmental
partitions; air, water, noise, biological, cultural and socio-economic

enviro nme nts.

Generally, impact statements only focus on the negative effects of an
action, howeverit may be useful to investigate and include the positive
influences. The individual impacts may then be classified as prmary,
secondary ortertiary asa consequence ofits effects on the environme nt.

Another useful descriptor is the timeframe of the particular effect, thus
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whetherthe effectis short term (immediate) orlong term (or cumulative).

Thiswilllead to a numberoftablesofthe asdepicted intable 6.3.

Table v - 6.3: Potential Environmental Impacts of the Irrigation of Effluent on Soil

Primary effects Secondary effects Tertiary effects

Adverse Impacts

Shortterm Odours Fooding Complants
Visualimpacts Accumulation ofsolids Non conformance to
Erosion legislation

Flies and pests

Iong term  Iossof soil struc ture Decrease crop yield Decrease financial
Increase in salinity Decrease in moisture value
Contamination of retention Decrease
groundwater Pathogens envionmentalvalue

Potential dise a se

Positive Impacts

Shortterm  Disposalmethod Increased crop yield Additionalincome
Capital saving
Iong term  N/A N/A N/A

6.4.5.1 Detemining Inpactsand the Pollution Source Database
The impacts(asin table 6.3) can be derived by compiling an inventory of

all process inputs, outputs and activities. A procedure for dernving the

impactsand compilation of the impacttablesis shown in the figure 6.2.
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*Observation

*Measurement

*Data

Process
Flowsheet

*Contribution from
personnel

Process Flow
Diagram

Measure
Volumes, Mass
Flowrates etc.

Environmental
Partition

| dentify
Pollution
Sources

Pollution
Source

ollution Source
Database

Table of I mpacts

I mpact Statement

Figure Xii - 6.2: Procedure fordetemining impacts [Hayward et. al, 2002]

6.4.5.2 Detemmining and descrbing impacts

The inventory can be compiled by constructing a flow sheet of the
process showing materal (mass) and energy flow through the production
process. This information can be supplemented by conducting interviews
with staff and production personnel, conducting a survey of streams, and

relying on acquired processexperience.

Activities, actions and process or waste streams can then be classified
according to the partition(s) of the envimnment, which they may affect to
form a Pollution Source Database. The Pollution Source Database (PSD)
therefore is a summary of all sources of pollution in a process typically

including the parameters of size, volume, frequency and affected
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partitions. Once the PSD is compiled,a table of the impacts maybe

constructed foreach pollution source and its affec ted partitions.

The long- and short-term effects of the pollution source can be
determined by using the data (size, volume, frequency, etc.) compiled in
the PSD. Primary effects are generally obvious orimmediately apparent.
Secondary and tertiary effects may only be visbble asa consequence of
the primary impact. Al these effects can influence the physical
biological, economic, social or cultural composition (make-up) of the

envimnment and these should consequently be considered in tum.

6.4.5.3 Prorntising Actions and Establishing Iegislative Conformance

Actionsto prevent orminimise the envimnmentalimpactscanbe
priortised by:
e Verfication of conformance ornon-conformance of waste streams
to envimnmentalle gislation and re gulations.
e 'The intensity orextent ofthe impactasdescrnbed in the impact
table.

e Size,volume orpollutionload ofthe waste orpolluting stream.

6.5.5. Educate Staff

The goal of envimnmental education is to develop a work force that is
aware of and concemed about the envimnment and its associated
problems, and which has the knowledge, skills, attitudes, mo tiva tions, and
commitment to work individually and collectively toward solutions of

current problems and the prevention of new ones. Educational
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programmes foremployees should contain elementsto provide them with

the following:

e Knowledge
o Clearsimple guidelnes.
o Identify potentialproblems.
e Skilsand tools
o Identify and effect solutions.
e Motivation
o Raise awarenessofimpactsofcosts, quality oflife, etc.
e Commitment
o Assign responsibility AND autho rty.

o Communicate progress.

6.5.6. Monitoring Environmental Aspects and Impacts

Ih addition to providing detailsto estimate envimnmentalimpact, an

e ffe c tive monitoring system should satisfy the following c o nditio ns:

e kshould provide a continuous measure ofenvironmental
performance.

e It should identify pollution sources and measure the extent and
frequency of non-conformance.

o Itshould be costeffective.

e Ishould provide accurate and repeatable results.

Monitoring may have additionalbene fits:

e Identification non-conformance to legislation,

e Establishesa benchmarkforevaluating processchanges,
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e Providesdata forthe design of prevention, treatmentor
containme nt syste ms,

e Identify inefficient orineffective practices.

6.5.7. Establish Objectives and Targets

Objectives and targets help translate purpose into action. An objective is
an envimnmental goal, ansing from the envimnmental policy; whereas
the targetis a detail performance requirement, usually quantified, arsing

from the objectives. norderto setobjectivesyou have to consider:

e 'The envimnmentalpolicy,

e Significant envimnmentalaspects,

e Iegaland otherrequire ments,

e Interested and affected parties, and

e Technological operational financialand otherconstraints.

6.5.8. Documentation Control

Companies are legally obliged to measure and document emissions.
Recordsofpastenvimnmental performance are essentialforany decision
making in thatit providesa benchmark forestablishing pefformance. Any
process or treatment related changes or inprovements made would

re quire historic data on envimnmentalperformance.

The folowing additional records may assist or reinforce any analysis or

decision-making:

e Arecord of the activities occuming durng or just prior to sampling

may be usefulto establish sourcesofnon-conformance.
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e The monitoring system may be reinforced or assisted by
documentation of visual observations by cellar personnel ie. filter
powderorfining agentsin effluent, SOz leaks oremissions, etc.

e Document all other actions, ie., process changes, equipment
failure, -maintenance, -modification or calbration, remedial

activities, e tc .

6.6 ISO 14001

SO 14001 is a set of intemational standards for improving the
envimnmental pefformance of organisations. £ includes the standard for
envimnmental management systems (EMS) called ISO 14001. The key
aspectsofISO 14001 are that it is:

Vo luntary,

e flexible and non-prescrptive,

e can use existing (envimnmental) programs and systems,

e emphasizescontinualimprovement, and

e ecourages cost saving by integrating environmental re quire me nts
into the overall company systems (design, manufactunng, etc.) is
the most important of these benefits, and may be the most

surprising forthose unfamiliar with envimnmentalmanagement.
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CHAPIER 7

IMPIEMENTATION OFISO14001: US
USA RAISINS (USAR) CASE STUDY
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7 Implementation of ISO14001: USA Raisins Case Study

7.1 Introduc tion

As part of this Masters study an ISO14001 envimnmental management
system was developed and implemented at a Cape Town based
manufacturing company (for c onfidentiality purposes this company have
been given a fictitious identity in this thesis namely, USA Raisins). 'This
IS0 14001 system is used as the backbone of an integrated management
system that incorporates food safety, occupational health and safety
principles into the general business management system. Prior to the
implementation of ISO14001 this company had no formal general

management systemsin place.

USA Raisins is a small family owned manufactunng/processing company,
and has been in operation for two years. They process organically
produced raisins by sorting, destalking and washing the raisins, covernng
them with organic sunfloweroiland packaging them forexporting mainly
to Gemmany and Australia, even though they are continuously expanding

theirmarket to otherneighbournng countres.

7.2 Busine ss Overview

7.2.1. Product

USA Raisinsisa processing organisation that purc hases raisins from farmers
and processes them further for export. The processing includes sorting,
quality control, washing, drying and covernng with organic oil prior to

packaging. The productdescrptionisprovided in table 7.1.
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Table vi - 7.1: USA Raisins product description

Product:

Organically Poduced Raisins Coated
with Organic SunflowerOil

Common Name/Description:

Raisins (Thompson’s Seedle ss)

How is it to be used?

Organically produced raisins:
Transferred within plant forwashing, oil
coating and packaging.

Type of Package?

Raisins: Plastic Ined cardboard box
packaging.

Iength of Shelf Iife; At what

temperature?

lyear,atambient temperature

Where willit be sold?

Australia, Gemany (wholesale)

Iabeling instruc tions:

Ecosertlabellng

Is special distribution contiol needed?

Handle with care labelling.
Productrecallprocedure.

Controlled Temperature: Refrigerated

Transpot?

N/A

Product and Ingredients

Product: Raisins

OilIngredients: Organically produced
sunfloweroi

Otherhgredients: None

Re stric ted Ing re die nts: None

Packaging Matenals:

Cardboard boxesand virgin pla stic

Casing:

None

7.2.2. Producers

USA Raisins has delivery contracts with identified producers of certified

organic raisin producers that provide them with a continuous source of
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raw material The quality of the aw productiscontrolled by an EC O CERT

system thatiscompulsory forthe production ofany organic products.

ECOCERT SA is an inspection and certification body accredited to venfy
the conformity of organic products against the organic regulations of
Europe, Japan and the United States. The ECOCERT c ertification maik is
one of the leading intemational organic certification marks, enjoying a
good reputation and trusted by both consumers and the organic industry.
USA Raisins has additional quality control and monitoring systems in place

to ensure optimalproductquality at alltimes.

7.2.3. Process Description

The process description is outlned in Appendix B, together with flow

diagramsand operationalprocedures.

7.2.4. Distribution

USA Raisins uses ship freighting to distrbute their packaged product to
wholesalers in Gemmany and Australia. The wholesalers repackage the

product forfurthe rdistrb ution in the supply c hain.

7.2.5. Maxket

USA Raisins have an established market that exceeds their production
capacity at present. Even though they investigate the development of
new martkets, they do not have any diffic ulty selling their product at this

stage.
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7.2.6. Management

The company iscurmently managed by a generalmanagerwho is assisted
by a production manager, a human resources manager, three
administration and ten production personnel No formal business
management system was employed at USA Raisins when the pmject
started. Simple administration and quality control functions have been

established.

7.3 Motivation forImplementation of an EMS

7.3.1. DevelopmentofFormalManagement Systems

The development and implementation of a formal business management
system have been identified asone ofthe interventions that would a ssist in
busine ss planning, and streamlining the business processes of USA Raisins
significantly. As with any other small manufacturnng organisation they
were experencing diffic ulties in formalising systems and procedures within
the company as well as with obtaining useful data from their produc tion

processes.

Several other difficulties with regards to prontising and planning of
projects were experienced in the past and they were uncertain regarding
complance to relevant legislation. 'Therefore, the developed system
would also have to function astheirgeneralbusine ss risk id e ntific a tion and
sk management system, to ensure adequate and practive mnsk

managementatalltimes.

As the envimnment have always been of importance to management it

was decided to develop and implement an integrated management
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system inc luding aspectsrelating to quality, food safety and occupational
health and safety, but that the main focus would remain to be towards
the envionment. Hence, the decision was made to utiise the ISO 14001
envimnmental management standard as a framework for the

development and implementation of management syste ms.

7.3.2. Marxketing Niche

USA Raisins believe that the implementation of a formal management
system complying with the requirements of an ISO 14001 environmental
management system would provide them with a significant compe titive
advantage above their cument competitors in the FEuropean and

Japanese marke ts.

In addition it was perceived that the system would provide them with a
focused tool to be able to manage their in-house pmwjects, and their

impacton the envimnment more effectively.

7.4 Systems Development and Implementation

An ISO 14001 Envimnmental Management System wasdeveloped for USA
Raisins in accordance with the appmach as described in Chapter 6.
Appendices C and D contains the SO14001 Standard Requirements as
well as the USA Raisins SO14001 Documentation, respectively. Al
employees of USA Raisins received the approprate training. 'The EMS
manual contained in Appendix D provides a detailed overview of the

developed system.
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Development, implementation and certtification of the implemented
system has spanned overa 15 month period. The developed ISO14001
system is now used as the general management system at USA Raisins,
and forms the basis forrisk management (occupationalhealth and safety

and food safety) syste ms within the company.

7.5 Realised Advantages

Several tangible benefits have been experienced since the inception of

the implementation and are summarized in the following paragraphs.

7.5.1. Proactive Management

The implementation of an integrated management system at USA Raisins
hasprovided them with a frameworkto proactively manage theirbusine ss
risks. In addition severalenvimnmental, quality and food safety risks have
been identified, that have decreased indirect liabilities for theircompany
significantly. Appropriate projects or procedures have been developed

to manage and minimise the comesponding id e ntifie d risks.

The successful mplementation has provided them with several new
possibilities forexporting to Japan, a market that they have been trying to
penetrate for some time now. Clients realze the benefits of doing
business with a company that proactively manage their products and
processes and minimize nsks associated with product quality,

envimnmentaland food safety risks.
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7.5.2. Capital Savings due to Pollution Pre vention and Cleaner Produc tion

The implementation of an ISO14001 envimnmental management system
provided USA Raisins with a very useful tool to detemrmine all costs
associated with a production process. Instead of only taking processing
costs into consideration several other envimnmentally related factors

have influenced overallproduc tion c o st signific antly.

Savings due to the proper handling and stock control of chemicals and
disinfe c tants, optimum water and energy usage, have led to production
savings which impact directly on the bottom lne. Cleaner production
and pollution prevention programs, as part of the envimnmental
management system, have decreased capital expenditure due to the

reduced amountofwaste and effluent produced.

7.5.3. Increased Process Efficiency

The formal framework provided by the integrated management system
for training of employees, pefformance management and ide ntific ation
of training needs, hasled to a more aware and competent workforce —in
tum having a positive effect on the overall efficiency of the staff and

PIrocesses.

The enhanced awareness and competency amongst staff directly
mpactson the overallmorale of the production facility and has enhance

the efficiency immensely.
The implementation of a Comective and Preventative Action System, as

part of the integrated management system, provides the production

personnel with a toolto make recommendationsregarding the operation
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of the facility, and forces management to take these recommendations

into consideration. Thisisa really valuable tool

7.5.4. Reduced Investment Risk

USA Raisins have recently expanded their operations by purchasing an
optical sorting machine. 'This machine would double their cunent
production capacity. The implementation of an integrated management
system has changed the risk profile of USA Raisins and they were able to
obtain access to capital relatively easily for the purchasing of this new
piece of equipment, asthe formalisation of management syste ms within a
company also provides forsome piece of mind and enhanced controlfor

financiers.

7.5.5. Information Management

The integration of prcess, envimnmental and related information
provided by the integrated management system, provides management
with up to date information on a daily basis that allows them to make
imformed and knowledgeable decisions. 'This allows management to
make decisions that are not only based on a purely financial basis, but
that takes other business rnisks and stakeholder concems into

consid eration.

7.6 Chapter Summary

The development and implementation of an ISO 14001 envinrnmental
management system at USA Raisins have contrbuted towamrds the
effective management of the business. Several of the mentioned crtical

success factors area formaly addressed by means of the ISO
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management system, and it is perceived that the formalisation of
management systems within smaller companies can contrbute

sig nific antly towards small busine ss suc c e ss.

Costs associated with consultation and cettification fees have been
recouped through the expansion of cument clent base as wel as
decrease in production costs, due to the implementation and

formalisation of manage ment syste ms within the o1ganisa tion.

CHAPIER 8
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8 Conclusions

This chapter poses to provide a concise conclusion of the scope and
re sults o f this thesis and focuseson each of the outcomesofeach of the

chapterscomespondingly.

Chaptertwo of this thesis focused on a framework developed by Anne-
Marie Maritz that she derived from a literature survey, conducted as part
of an MBA study, to determmine the crtical success factors in small
businesses. The high rate of small business failure in South Africa and
intemationally have caused researchers and consultants alike to focus

and address some ofthe issuesrelating to the high failure rate.

Chapters 3 to 5 of this thesis briefly address some conceptsobtained from
a literature survey regarding the comnelation between sustainable
development and enhanced business perfformance. & shows that the
implementation of sustainable development principlesin a company can
lead to significant improvementsthat influence bottom line performance.
In these sections the concepts of sustainable development were
addressed as well the generalapproach of business towards embracing
theses concepts. In addition, some tools and systems for enhancing a
companies sustainability was discussed, and a frameworkis suggested for
assessing sustamability in companies by utilisng some set crteria. As
dernved from these chapters the implementation of an environmental
management system usually signifies the first step towards addressing
sustainable development goals in an organisation on the sustainable

developmentjoumey.

Hence, it was decided to use a small production company, namely USA

Raisins, as a case study to determine whether the formalisation of
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management systems by means of the implementation of an
envimnmental management system, would provide some of the
mentioned advantages, when incorporating sustainable development
strategies into conventional business models, and simultaneously try to

addresssome ofthe crticalelements asidentified by Maritz.

The intention is thus, to identify whether the integration of sustainable
development strategies, of which the implementation of envinnmental
management systems usually forms the first step, would reduce the rnsk of
busine ss failure, and whether it would provide a sufficient framework to
address some of the mentioned crtical elements fora company in the

produc tion environme nt.

An envimnmental management system was thus implemented at USA
Raisins over a 15 month period to detemrmine whether this fist move
towards sustainable development would enhance their business

performance, and hence influence the crticalsuccessfactors.

The crtical success framework as depicted in figure 2.2 has been
adapted in figure 8.1 to depict the areas of overdap between the
identified needs (Maritz, 2001), and these exactneedsthatare addressed
when taking the first step towards enhanced sustainability by
implementing an envimnmental management system; in this case based

on the require ments forISO 14001.
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Figure xiii - 8.1: Integration of the Critical Success Frame work (CSF) with an Environmental

Management Systems (EMS)

The areas of integration between the developed crtical success factor
framework and the implemented ISO14001 envimnmental management
system mainly relates to management and competitive issues. 'The
positive impact of the implementation of an EMS influences strategic
planning, employee motivation and business ethics in the management

section, while production, quality and marketing issues experienced
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positive impacts in the competitiveness aspects of USA Raisins (USAR).
Each ofthese aspectsisbrefly discussed in the following paragraphs.

8.1 Stra te gic Planning

Due to the association that business strategy has with large organisations,
small businesses often neglect future planning, or rather, the devising of
strategies. Unfortunately without a cleady identified strategy, no business

canobtain a competitive edge in the consumerdrven marke ts.

The implementation of an integrated management system at USAR
provided them with a frame work forid e ntifying possible busine ss risks, and
developing a comesponding action plan with objectives, targets, means
and person responsible for its implementation, with a comesponding
timeline and prwject management methodology. The formalisation of
management systems at USAR (in their case ISO 14001) influenced

strategic planning in severalways, asoutline in the folowing paragraphs.

8.1.1. Business Identify and positioning

The implementation of an EMS at USAR provided the business with new
dimensions that enabled the crafting of creative strategy and allowed for
the further development and enhancement of business branding and
identify. In a competitive envimnment where it is really difficult for
business to obtain some form of differentiation ora “cut above the rest”,
the move towards enhanced envimnmental perfformance have provided
them with some leverage on the development of their own unique

id e ntity and the positioning of products (such asthe expansion to Japan).
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8.1.2. Management Review

The development of a system based on continuous improvement and
revision of business goals (a basic requirement of ISO 14001), have
ensured that business policies and strategies are revised on a continuous
basis and assists USAR remain competitive in a progressive, ¢ ontinuo usly

changing busine ss enviro nme nt.

8.2 Employee Motivation

High quality, motivated employees are most probably small companies’
most valuable assets. 'The development of human capital not only
ensure s short term busine ss success, but signifies a more sophisticated and

sustainable apprmach towardssuccess.

The implementation of the integrated management system (EMS) at USAR
have provided them with clear procedures and systems that presents
clearguidance on how work functionsneed to be conducted, and have

enhanced employee mo tivatio n signific antly.

8.2.1. Enhanced Awareness and Communic ation

Enhanced employee awareness regarding production, busine ss risks and
incidents has not only ensured that the employees of USAR are aware of
their responsibilities, but have ensured an increase in general awareness

regarding the complete supply chain and production cycles.

The integrated management system have enhanced awareness by

ensuring regular and efficient communication intemally and extemally,
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and have provided employees with the opportunity for providing some
feedback to management and in tum formanagement to provide some
feedbackand guidance to the production staff, on a clearand effective

b asis.

8.2.2. Taining

The implementation of a formal management system have provided
USAR with a framework for identifying staff competencies and skills and
identifying comesponding training needs. The better trained and skilled
staff compliments, as a result of the implementation of a fommal
management system, are more confident regarding their re sponsibilitie s
and also more motivated to perform their duties according to set and

documented standards.

8.3 Ethics

Ih today’s modem envimnment where corporate reputation can be the
crteria forsuccess, itisextremely important forsmall businesses to func tion

in anethicaland legally responsible and acceptable manner.

USAR experienced some difficulty in identifying business risks associated
with business ethics and legal requirements, and the formalisation of a
management system within the organisation have assisted them to
develop a framework to address these concems, as outlined in the

following paragraphs.
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8.3.1. Identification oflegislation

The implementation of a management system have provided USAR with a
framewo1k for the identification of applicable legislation, regulations and
other national and intemational requirements and codes of practice, as
well as a continuous system for ermaining updated on changes in these

re q uire me nts.

8.3.2. Policies and Procedures

The formalisation of company policies and procedures as part of the
management system, have ensured that alemployees and stakeholders
are nformed regarding the company’s stance regarding product quality,
social responsibility, food safety, ethical and environmental issues, and
have provided a framework for revisions and communication of these

policies.

8.4 Produc tion Issues

The implementation of formalmanagement systems provide s busine sse s in
the production envimnment with several tools that enables proper
maintenance and management of facilities and operation. Production
loss due to inefficient planning of maintenance is prevented by proactive
planning and maintenance, and provides valuable management

information thatcanbe used to make nformed decisions.
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8.4.1. Records Management

A procedure forrecords management and monitoring and measure ment
aspartofthe IMSensureseasy accessto updated production information
at USAR. The availabilty of useful management information contributes

towards sustaining efficientand costeffective processes.

8.4.2. Operational Contiol

The formalisation of management syste ms within USAR has provided them
with a system to identify associated process nsks and to develop
comesponding control measures for implementation. I addition the
framework provides for some project management heurnstics that allows
them to keep track of progress on crtical projects and timelnes for

completion.

8.4.3. Auditing

A management procedure for auditing of the implemented system on a
regular basis ensures that USAR continually improve the implemented
system, and eliminates glitches in the developed system. In addition the
IMSensuresthat processrsks are identified and allow forthe development
ofcomesponding controrlmeasures. A comective and preventative action
system was developed and implemented, and is utilised in conjunction
with the auditing protocols to ensure that crtically identified required

interventions, are addressed, and monitored by management.
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8.5 Marke ting

In an envimnment where consumers determine the supply and demand
of products, the implementation of an integrated management system,
based on the I5S014001 standard, have provided USAR with a signific ant
marketing advantage, especially in the areasof sustainability. Consumers
are increasingly supporting companies that produce products in an
envimnmentally and socially responsible manner, to the extent that
certain consumers would not consider purc hasing products that do not
meet specific requirements such as ISO14001 certification. The additional
branding and positioning leverage obtained by the implementation of
the ISO 14001 system at USAR have provided them with a competitive
advantage over their competitors and have created opportunities for

creative marketing.

8.6 Concluding remarks

The implementation and integration of a formal management system,
such as the system implemented at USAR based on the ISO14001
envimnmental management standard, can ensure enhanced
performance in the small to medium manufactunng industries, especially
when integrated with the other management systems. The
mplementation of such a system provides the managers of these
companies with the necessary tools to address some of the crtical
success factors, as identified by Martz. 'This suggests that the general
implementation and integration of more formal management systems in
production companies, could impact positively on the historically high
failure rate of small companies, by successfully addressing some of the

issuesthat are known to cause failure in the se organisations.
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SAM Research

Corporate Sustainability Assessment Questionnaire
2002

General Part

Economic Dimension

General corporate information

1. Please indicate the total number of employees and total revenues for the following years.
0 Please indicate the corresponding currency:
1998 1999 2000 2001

Number of Employees

Total revenue
Net earnings (EBITDA)

O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

2. Please indicate the average number of employees per business/performance unit in 2001.
0 —— employees
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

3. Please indicate your company's largest business sectors in terms of revenue for the year 2001.
O | Business Sector Revenue

Currency:
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):
http//

Corporate governance

4. How many members are on your Board of directors?
0 —— members
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

5. How many Board members have executive functions in your company?
0 ——_members
0 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:
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6. Is the Board headed by a non-executive chairman and/or a lead director?
O Yes
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

7. Please indicate in the table below the functions for which the Board explicitly assumes formal
responsibility. Please also indicate the name of board committees responsible for these issues.

O | Function Responsibilities Name of committee

Strategy O Formal Board Responsibility

O No Board Responsibility

Audit, accounting, risk management O Formal Board Responsibility

O No Board Responsibility

Selection and nomination of board

members and top management O Formal Board Responsibility

0 No Board Responsibility

Remuneration of board members and top

management 0 Formal Board Responsibility

O No Board Responsibility

Corporate social responsibility, corporate

citizenship, sustainable development D Formal Board Responsibility

O No Board Responsibility

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

8. Please indicate if the Board of your company has issued a formal corporate governance policy. If yes,
please attach the document or indicate where it can be found (website, annual report etc.).
O Yes, documented in
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

9. Please indicate the percentage of the main nationality represented on your Board of Directors relative to all
other nationalities represented on the Board.
0 %
00 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

10. How many women are members of your company's Board of Directors?

[
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

11. Are binding rules related to trading company shares in place for Board members? Please provide
supporting documentation.
O Yes, documented in:
O No
0 Not applicable. Please provide explanations in the comment box below.
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2002
General Part

O Not known

Comment:

12. What is the average lock-in period for options/shares held by Board members?
O 3 years and higher
0 1-2years
0 No lock period
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

13. Please indicate the percentage of fees for management consulting paid to your auditing firm as a
percentage of total fees paid to your auditing firm at corporate level in 2001.
0 %
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):

http://

Investor relations

14. Please provide examples of material (e.g. analyst presentations, websites, reports etc.) used to
communicate with analysts and investors about sustainability issues.
d
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

15. Please indicate the percentage of your company's total freely available shares held by ethical, sustainable,
or socially responsible investors.
0 — % of total freely available shares
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

16. Please provide an estimate of your company's total invested shareholder capital split by investment style.
O | Investment Style Percentage of Total Invested Capital

Value
Growth
Index

Others (specialties), please specify:

O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:
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Documents (pages):

http.//

Strategic planning

17. Please indicate the three most important business challenges your company faces in the mid-to-long term.

g
O Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

18. Which of the following tools do you systematically use for strategic planning at corporate level?
O Answer:
0O Portfolio theory; briefly describe how it is applied

0 Real options methods; briefly describe how they are applied

O Scenario planning; indicate the average time horizon used:
O Systems dynamics methods; briefly describe how it is applied:

O Others: please describe:

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

19. Please attach or indicate a web address of corporate statements or reports that indicate the core values
and/or business principles of your company.

g
O Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

Documents (pages):

http//

Scorecards/Measurement Systems

20. Please indicate the main purposes of your scorecard/measurement systems (such as Balanced
Scorecards or similar).
O Answer:
O To measure and integrate overall tangible and intangible corporate performance
0O To act as an integrated strategic planning and management tool, linking different levels of the
company
O To share process best practice across business units
0 To compare business unit performances and Key Performance Indicators
O No scorecard/measurement systems implemented
0 Not applicable. Please provide explanations in the comment box below.
0O Not known
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Comment:

21. Which perspectives are integrated in your company's scorecards/measurement systems ( Balanced

Scorecard or similar)?
O Answer:

0 Customer / Stakeholder perspective

O Financial / Shareholder perspective

O Process / Internal perspective

O People / Learning perspective

O Others, please specify.
0 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

22. Are Key Performance Indicators used in your scorecard/measurement systems externally communicated?
Please attach relevant documentation or web address.
O Yes, documented in:
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):
http//

Risk & Crisis management

23. Please indicate the name and position of your chief risk officer or person responsible for this function.
O Name Position Number of levels from the Board

O Not applicable. Please provide explanations in the comment box below.
0O Not known

Comment:

24. |s an incident / near miss notification procedure implemented at corporate level?
O Yes
O No
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

If yes, does your company externally communicate about incidents / near misses? Please attach relevant
documentation or web address.

O Yes, please specify:
0 No

0 Not applicable. Please provide explanations in the comment box below.
0O Not known

Comment:
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25. Please indicate the elements included in your company's crisis’femergency plans.

O Answer:
O Business continuity plan
O Communication with the media and other critical audiences/stakeholders affected
0 Co-ordination between departments involved (e.g. Public Relations, Investor Relations,

Manufacturing, Customer Service, Finance and Risk Management departments)

O Frequent rehearsal/testing of plans
0 Mechanisms for early internal/external notification of an emergency situation

O Not applicable. Please provide explanations in the comment box below.

0 Not known

Comment:

Documents (pages):
http//

Codes of Conduct/Compliance

26. Please indicate areas for which corporate codes of conduct have been defined. Please attach supporting
documents, actual codes of conduct etc.
O Answer:
00 Corruption and bribery
Discrimination
Confidentiality of information
Money-laundering, insider trading
Security of staff, business partners, customers
O Environment, health and safety
Documented in:

g
d
d
g

O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

27. What mechanisms are in place to ensure effective implementation of your company's codes of conduct?
0 Answer:
O Responsibilities, accountabilities and reporting lines are systemically defined in all divisions and
group companies
Regular employee communication
Dedicated help desks
Intranet with practical examples for training purposes
Codes of conduct linked to employee remuneration
Employee performance appraisal systems integrates compliance/codes of conduct
0 Not applicable. Please provide explanations in the comment box below.
O Not known

OooooOog

Comment:

28. Do you use Key Performance Indicators to track the performance of your codes of conduct?
O Yes
O No
0 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:
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If yes, are the results externally communicated? (please attached relevant documentation or web address)
O Yes, please specify:
0 No

0 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):

http.//

Customer relationship management

29. Does your company have a centralized database system to manage all customer related information (e.g.
contact persons, preferences, history of transactions, prospects/leads)?
O Yes
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Please indicate the percentage share of total revenues generated by clients covered by the system.
O % of revenues

0 Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

Documents (pages):

http://

Supply chain management

30. Does your company have a centralized database system to manage all supplier related information?
O Yes
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

If yes, please indicate the estimated share of total supply costs related to suppliers covered by the system.
O % of supply costs

0 Not applicable. Please provide explanations in the comment box below.

0 Not known

Comment:

31. Please indicate in which of the following areas your company has defined corporate
requirements/guidelines for the selection and ongoing evaluation of key suppliers and service providers
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world-wide. Please attach examples of such guidelines.
O Answer:

O Environment

O Labour standards/employment practices

0 Occupational health & safety

O Human rights

0 External supplier audits
Other: specify:
O Not applicable. Please provide explanations in the comment box below.
O Not known

O

Comment:

Documents (pages):

http//

Corruption and Bribery

32. Does your company have a corruption and bribery policy, and is this policy publicly available? Please
attach documents and/or web address.
O Yes, publicly available
0O Yes, internally available
0 No
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

33. Who does your corruption and bribery policy apply to?
O Answer:
0 Employees
0 Contractors
O Suppliers
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

34. Does your company publicly report on breeches of your corruption and bribery policy? Please attach
documents and/or web address.
O Yes, please refer to the document(s) attached:
O No
0 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):

http://

Environmental Dimension
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Strategic planning

35. Please indicate the three most important environmental trends which could affect your company in the
mid-to-long term.
O
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):

http//

Environmental Management

36. Has your company adopted a corporate environmental policy? (whether stand alone or integrated into a
broader policy statement). Please refer to the policy or indicate where it can be found on the web.
O Yes, documented in:
O No
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

If yes, please indicate whether this policy applies to:
0 Answer:

0 Company's own operations

O Environmental impacts of products & services

O Suppliers & service providers (e.g. contractors)

O Other key business partners (e.g. non-managed operations, JV partners, ...), please

specify:

O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

37. Have quantified environmental targets been defined for the whole company? Please attach relevant
documents.
O Yes
0 No
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):
http://

Environmental Performance

38. Please complete the following table and include a short explanation of the trend.
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O | Indicator Unit (if Estimated 1998 1999 2000 2001 Explanation
different from | coverage (%) of trend
unit indicated) | of total
resource use
or emissions
in 2001

Total energy
consumption
(GJ)

Proportion of
renewable
energy (%)

Total direct
GHG
emissions
(tons CO2
equivalent)

Total water
use (tons)

Total waste
generation
(tons)

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):

http://

Public reporting

39. Please indicate the organisational coverage (approximate number of employees covered) of your publicly
available environmental reports.
O % of total employees
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):

http//

Advanced environmental management

40. Have corporate environmental requirements or guidelines been developed for the following?
O Answer:

Production operations

Maintenance operations

Selection/on-going evaluation of suppliers/contractors/service providers

Development of new products and services

New projects

Non-managed operations/licensees/third-party manufacturers/JV partners

Due-diligence/Mergers and acquisitions

Other

ODoOoooooo

O Not applicable. Please provide explanations in the comment box below.

O Not known
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Comment:

41. How frequently is environmental data (e.g. emissions to air, water, land, resource consumption, accidents)
reported by operations/business units to corporate?

Monthly

Quarterly

Yearly

Irregularly

Not reported as yet

Not applicable. Please provide explanations in the comment box below.

Not known

Oooooooo

Comment:

42. Does your company have a centralized database for environmental data that is accessible from various
parts of your organization?
0 Answer:
O Yes, database is accessible at corporate level
O Yes database is accessible at business unit/divisional level
O Yes database is accessible by individual operations
O No centralized database exists
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

43. Please indicate what types of environmental audit programs are in place within your organization.
O Answer:
0 Corporate audit program in place since
O Divisional audit programs for divisions representing__% revenue
O Site-based audits conducted by individual operations representing
O Not applicable. Please provide explanations in the comment box below.
O Not known

% of revenue

Comment:

44. Are environmental audit programs in place across the whole organization for the following business
partners?
O Answer:
0 Key suppliers are audited on average every_________ years
O Third-party manufacturers are audited on average every__ years
0 Waste handling and disposal sites are audited on average every_________ years
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

45. Which parts of your organization are certified to ISO 14001 or EMAS?

O Answer:
O Individual operations representing—% of revenue
O Divisions/business units (e.g. Research and Development, procurement, logistics)

representing__% of revenue

0 Corporate headquarters since.

O Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:
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46. Please complete the following table (or attach documents) with your company-wide environmental data
and explain trends. (Note: significant environmental incidents are incidents which resulted in extensive or
long-term impairment of ecosystem function, contamination or shortage of surface/ground water supply,
chronic illness, permanent disabling injury, fatality or extensive property damage to the public, irreparable
damage to highly valued structures or sacred locations)

0 Answer:
Parameter Unit 1998 1999 2000 2001 Comments
Hazardous tons
waste
Waste disposed | % of total waste
to landfill generated
Incidents Number

O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):
http.//

GHG Emissions and Carbon Strategy

47. Please indicate the organizational coverage of your GHG inventory.
O Answer:
0 wholly owned entities/facilities representing__% of total revenue
O entities/facilities that are controlled but not wholly owned
O jointly controlled assets/entities
O entities not controlled but over which the company has significant influence
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

48. Please indicate the scope of your GHG inventory (according to WBCSD/WRI Protocol or other).
O Answer:
0O Direct GHG emissions (i.e. Scope 1 of WBCSD/WRI Protocol)
O GHG emissions from imports of electricity, heat or steam (i.e. Scope 2 of WBCSD/WRI Protocol)
O Other indirect GHG emissions (i.e. Scope 3 of the WBCSD/WRI Protocol)
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

49. Please indicate which independent organization verifies your GHG inventory.
O Verified by.
O Not externally verified
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

50. On what is your strategy for reducing/managing carbon risk based?
O Answer:
O intra-company emissions trading
O national/international emissions trading
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0 Based on carbon sequestration projects

O Clean Development Mechanisms (CDM)

O Joint Implementation (JI) projects

O switching fuel sources

O reducing carbon intensive operations/technologies/products/services
O other methods (please specify)

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

51. What is your target for reducing GHG emissions? (inc. sources of emissions covered, baseline, timescale)
O Target

0 Not applicable. Please provide explanations in the comment box below.
0O Not known

Comment:

Documents (pages):
http://

Product Design for the Environment

52. Are there programs in place to formally assess and minimise the environmental impacts of product
packaging, distribution, use and disposal?
O Yes

0 No
0 Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

53. Which of the following aspects are formally included in the development and design of new products?
O Answer:

0 Environmental impacts of product use and maintenance. Please specify.

0 Environmental impacts of product manufacturing. Please specify.

0 Environmental impacts of raw materials production. Please specify

0

g

Upgradability and modularity of products
Disassembly, reuse and recycling of the product and its components

Other.
O Not applicable. Please provide explanations in the comment box below.

O Not known

O

Comment:

54. To what extent is your company actively and directly involved in product take back programs (e.g.
disassembly, reuse or recycling of the product and its components)? Please indicate the proportion of
revenue corresponding to products covered by such programs.

O Answer:
0 Product take back programs

ad % of revenue
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O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):

http//

Social Dimension

Strategic planning

55. Please indicate the three most important social/demographic/cultural trends which could impact your
company in the mid-to-long term.
O
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):
htto://

Human Capital Indicators

56. Does your company use Key Performance Indicators (KPls) in monitoring in-house or supplier/contractor
workplace and human rights performance the following issues, and are these externally communicated?
Please complete table and provide documents and/or web address.

O Diversity Discrimination | Freedom of Child Labor Forced Labor | Layoffs and Others
Association HSE (Please
specify)
KPI

O Yes O Yes O Yes O Yes O Yes O Yes O Yes
O No O No O No 0O No O No O No O No

Externally
communicated | C Yes O Yes O Yes O Yes 0 Yes 0 Yes O Yes
O No O No 0 No 0 No O No O No O No

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

57. Is a system in place to collect and handle employee grievances and complaints (e.g. help line or
independent Ombudsman ensuring employee anonymity)?
O Yes
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

58. Does your company publicly endorse (having signed or publicly acknowledging adherence to) one or more
of the following charters/frameworks?
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0 Answer:

O UN Universal Declaration of Human Rights

O ILO Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy

0 OECD Guidelines for Multinational Enterprises

O Other charters related to labour practices/HR issues, please specify and

attach:

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):

http.//

Management attention to Human Resources

59. Does your company have a documented HR strategy agreed with the CEO and the top management, and
how frequently is it discussed?
O Yes, documented, discussed and agreed yearly
O Yes, documented, discussed and agreed but biannually or less frequently
O No
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

60. In management reporting and discussions, does your company regularly work with employee-oriented
measures of financial performance (e.g. sales per employee, value-added per employee)?
O Yes, employee-oriented measures of financial performance are a priority
O Yes, but other measures are our primary focus
O No
0 Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

61. In management reporting and discussions, does your company regularly work with employee-oriented
measures to understand the drivers of financial performance ( e.g. employee utilization, competences or
motivation)?

O Yes, these are critical performance drivers

0 Yes, but other measures are our primary focus

0O No

O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

62. Does your company have a medium-term workforce and skills plan comparing current employees and their
skills with the future number of employees required and new skills required to execute the business plan
for your important job categories?

Yes, Available for all business /performance units

Yes, Available for most business units

Yes, Available for some business units

Not available

Not applicable. Please provide explanations in the comment box below.

o |
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O Not known

Comment:

Documents (pages):

http.//

Workforce capabilities

63. Please indicate the percentage of employees hired based on a validated selection test in 2001.
0 %
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

64. Please provide the number of external qualified applicants per hire in 2001.
0 —qualified applicants
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

65. Please indicate the percentage of skilled employees (managerial, professsional and technical employees)
leaving the company in the course of the past year relative to the total average number of skilled
employees during the year.

0 %
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Of those skilled employees (managerial, professional and technical employees) leaving, what percentage
did so involuntarily for reasons of personal poor performance or staff layoffs?

0 % of total leaving

0 Not applicable. Please provide explanations in the comment box below.

0 Not known

Comment:

66. Please indicate the percentage of employees receiving a regular (e.g.annual) explicit performance
appraisal.
0 %
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

67. Please indicate the percentage of your workforce that is systematically outplaced or re-assigned because
of weak performance each year.
O %
O Not applicable. Please provide explanations in the comment box below.
O Not known
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Comment:

68. Please indicate the percentage of employees for whom clearly defined career paths are available.
O %o
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

69. Please indicate the percentage of employees for whom there is a company training program, specific to
their job category ( e.g. specific to the company's sales managers) which must be taken before or within a
defined time period after taking up their position.

0 %
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):
http://

Employee satisfaction

70. Do you regularly track and benchmark employee satisfaction against industry peers with regard to the
following issues?
O Answer:

Rewards and recognition

Leadership

Supportive/collaborative team environment

Personal development possibilities

Job satisfaction/opportunity to make a difference

Working environment (Health and safety, social climate, etc.)

Identification with corporate values and strategy

Others, please specify.

No

O Not applicable. Please provide explanations in the comment box below.

O Not known

Oooooooodg

Comment:

71. Do you make the results of your employee satisfaction survey publicly available? Please attach documents
and/or web address.
O Yes, please specify:
0 No
O Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):

http://

Remuneration, benefits, flexible work-schemes
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72. Please indicate the percentage of company stock which, as part of a company organised stock ownership
plan, is owned by:
H Percentage of company stock (%)
Board members / CEO
Senior Management

Middle Management / other employees

0 Not applicable. Please provide explanations in the comment box below.
0O Not known

Comment:

73. Please indicate the percentage of the company's shares that are covered by options owned by employees
as part of the company option plan.
O Percentage of company's shares (%)

Board members / CEO

Senior Management

Middle Management / other employees

O Not known
O Not applicable

Comment:

74. Please indicate the percentage of employees that received shares or equivalent forms of compensation.

U Type Percentage of Board Members | Percentage of Senior Percentage of Middle
/ CEO (%) Management (%) Management / other
employees (%)

Restricted Stocks
Stock Options

Savings Related Plans

Others, please specify:

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

75. Please indicate the percentage of total compensation which is - on average - performance related.
0 CEO and business unit managers and their respective direct reports:— %
O Sales and sales management:__ %
0 Other employees:._ %
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

76. Among "other employees" are there important job categories which stand out as having high
performance-related compensation?
O Yes
O No
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

If yes, please list these job categories and indicate the percentage of their total compensation which is, on
average, performance-related:
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O | Job category

% of performance related compensation

0 Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

77. For top management (CEO and business unit managers and people directly reporting to them), what
percentage of performance related pay is constituted by:

O | Type

Percentage

other valuation approach) or similar

Stock Options (Valued at time of grant using Black Scholes or

Other long term compensation (or similar)

Profit shares (or similar)

Sales or order commission (or similar)

assessment

Bonus pool based on profit, divided up based on management

basis of management assessment

Scorecard target bonus set in relation to salary granted on

Others, please specify:

O Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

78. Please indicate the percentage of your company's workforce whose variable remuneration and
compensation (including bonus and all incentive schemes) is linked to environmental, corporate citizenship

and corporate responsibility performance.

O % of total workforce

0 Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

79. Please indicate the types of employee benefits provided by your company in countries where government

schemes do not exist.

O Answer:

Pension plans
Health insurance

Accident insurance
Disability insurance/programs
Mortgages & loans

Others, please describe:

Oooooooo

Medical care for employee families

0 Not applicable. Please provide explanations in the comment box below.

O Not known

Comment:

80. Does your company offer the choice of pension plans with a sustainability/socially responsible component

to its employees?

O Yes, please attach documents and/or web address:

0O No
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O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):
http//

External stakeholders

81. Please indicate how your company engages with external stakeholders at a corporate level, providing
documents with examples of such engagement.
O Answer:

Irregular briefings/meetings, when necessary.

Irregular information provided when necessary.

Irregular project teams, when necessary.

Regular briefings/meetings. Average frequency:——______ per year.

Ongoing project teams.______ teams currently working.

Regular written information provided. Average frequency.__ per year.

Please provide documents:

OooooOooao

0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

82. Does your company regularly track the satisfaction and/or complaints of the following stakeholders?
O Answer:
0 Customers
O Shareholders
O Suppliers
O Trade Unions
O Communities
0 Government
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):
htto://

Public reporting

83. Does your company report publicly and regularly (at least yearly) on the following issues? Please send and
refer to documentation and/or web address.
0O Answer:
0 Corporate Governance, documented in:
O Corporate risk management, documented in:
O Environmental management/performance/liabilities, documented in:
O Organisational learning/knowledge management, documented in:
0 Human capital, Employment practices, human rights, documented in:
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O Engagement with external stakeholders and communities, documented in:
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

84. Please indicate the organisational coverage (approximate number of employees covered) of your publicly
available social reports (i.e. employee, stakeholder and community relations reporting).
O % of total employees
0 Not applicable. Please provide explanations in the comment box below.
0 Not known

Comment:

Documents (pages):

http.//

Organizational learning

85. Please indicate if formal organizational learning/ knowledge management systems are in place at your
company and the percentage of employees involved in them.
O Formal systems in place covering approximately __% of total employees
0 Formal systems are not in place
O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Please indicate the aims of these systems.

O Answer

Increase efficiency

Support innovation

Reduce risk, early warning system

Enhance learning and the intellectual capital of the firm

Improve understanding of strategy and vision

Categorize and structure information

0 Not known

0 Not applicable. Please provide explanations in the comment box below.

OoOooooo

Comment:

86. Please indicate the tools/processes widely used by your company in managing organizational learning.
O Answer:

Experts directories

Informal knowledge/learning networks

Formal knowledge/learning networks with regular meetings and staff support

Intranet based knowledge repositories/databases

Intranet based interactive knowledge platforms integrated into daily work processes

Peer group Key Performance Indicator comparisons across Business Units

Systematically accessible descriptions of best practice processes

Collaboration/ knowledge sharing as formal feedback criterium

Bonus directly related to collaboration/ knowledge sharing

Company academy/ university

Other, please specify

Ooooooooooodg
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O Not applicable. Please provide explanations in the comment box below.
O Not known

Comment:

Documents (pages):

http//
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PRO CESSING SUMMARY

1. Process

The raisins are stored in wooden crates and held in cold storage at
minus 1° C fora minimum of fourdays. The crates are constructed with
spacesbetween the slatsso that good airflow into the productcan be
achieved while the productisin cold storage. The crates are lined with
new shade netting to contain the raisins. The raisins are drawn from the

cold storage asand when they are required foranorder.

The raisins are transported by mad and received at the processing
plant in Blackheath. The processing unit is a continuous process. The
crates are placed into the machine by means of a gas forklift. The
crate is manually tipped with the bin tipper (BI) onto an elevator (El)
with an even feederto control the process flow. The raisins then pass
through the clusterbreaker (CB) - a big mtating perforated drum that
tumbles the product and breaks up any clusters of raisins. The stalks
continue in the drum are rejected out of the cluster breaker into the
stalk bin (SB1). The raisins then fall through and onto the sizing shaker
(SS). The sizing shaker classifies the raisins into three sizes. The over and
under sized bemes are rejected into crate UB1 and the over sized

bemesare rejected into crate OB1 atthe side ofthe shaker.

The raisins are then passed through the mouth of an aspirator (A1) that
suc ks away the loose light little bits of sticks, leaves and dust that may
be among the product. The raisins are lifted by elevator (E2) to the
stem remover. The stem remover(SRC) drops the raisins and stems onto
a hopper (HF) with a slotted sieve that allbows the loose stems to fall

trough onto a tray.



The raisins are transported by the hopper to the next aspirator (A2),
which removes the last of the dust, stems and other bits and pieces.
The raisins then fallinto a waterflume (WF) thatisattached to a pump.
The pump (P1) lifts the raisins up and onto the nffle washer (RW)
creating a turtbulent effect allowing the raisinsto be washed. The water
supply has been passed through a caron fiter rrmoving all the
chemical elements normally used in municipal water. The water also
receivesa low concentration of ozone. Thisacts as a stenlizer, c leaning
the system and taking care of any minerals in the water and
preventing the formation of bacteria. The water is continuously
ciculated through the carbon fiter witch then removes the excess

ozone from the water.

The riffle washerdropsthe productinto an auger(AUl) that transportsit
into the dryer (D). FFom the dryer the product is passed onto the
mspection table (IT) where the bad productis removed by hand. The
mspection table feeds onto the next auger (AU2). The auger is
equipped with a dosing pump (P2) that applies the oilto the product.

This allows the oilto be evenly spread overthe product.

The augersupplies the automatic batch weigher (ABW) unit that ways
the product and discharges it in 12.5 kg loads into a lnerthat isin a
cardboard tray on a mller conveyor (RC). The bag is partially heat-
sealed and the volume of airin the bag isreplaced with nitrogen. The
bag is then fully sealed and closed with a lid that has no opening at
the top. The boxes are placed onto a pallet and packed 10 cartons
perlayer 14 high and wrapped on the palet ready for shipping. The
cartons are all individually labelled with the grade, gross weight, net
weight, batch no., product size, WCRlogo, cettification body logo and

cettificate no., (asperexample).



A plan ofthe layout ofthe plant and the processflow are attached for

furtherreference.

Process Control

The quality control has been developed with the implementation of
both an ISO14000 and HACCP system. The systems have grown with the
plant giving us the opportunity to take a closerlook at all the cntical

elementsofthe process.

The suppliers are all issued with a unique number that is used on all
documentation and canbe traced through alllevelsof processing. The
farmers tag all the bins and this tag remains on the crate until it is
placed nto the machine forprocessing. When the crates are released
from cold storage fortransport to the processing line itisaccompanied
by a sternlization certificate and delivery note. The crates are weighed
once they have been received at the processing line in Blackheath.
The weights are registered on a spreadsheet for further proc essing. The
bin tags are removed and registered against the weights along with
the delivery note numberand the certificate date. A sample is drawn
from the crates based on the mot of the quantity of crates received.
The sample is then sent for analysis of the moisture and the bactena

levelofthe product.

The HACCP system will enable us to keep track of the crtical points

that will re quire atte ntion.

Maintenance and Cleaning

The system is maintained hygienically with the aid of organically
certified sternlizers and cleaning aids as supplied by Agro Organics



(attached please find the product specification of Bio -sterliser and Bio -
wash). Albearngs are lubricated using only food grade lubric ants and
allgearboxes that are mounted above the production line have drp

trays.
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