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MEMORANDUM ' -
APR 2 1 199!

TO: All Subcommittee Members

FROM: Susan Bloss =453

- DATE: 4/16/93

SUBJECT: March 31, 1993 Draft Stewardship Indicator Subcommittee Teleconference
Minutes

Enclosed are the draft minutes from the March 31, 1993 Stewardship Subcommittee
teleconference. Please note that the next subcommittee teleconference is Tuesday, May 4,
1993, at 10:00 a.m. Please contact Joel O’Connor if this time is not convenient.

Please have your comments ready for the next meeting.
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MEETING SUMMARY
EOWG Stewardship Indicators Technical Subcommittee

Telephone Conference
March 31, 1993

Participants: Joel O’Connor, Libby Driscoll, Marna Gadoua, Barbara Knuth, Sally Lerner,
Sue Mihalyi, Teresa Monahan, Lois New, Jennifer Rae, Samuel Sage, George Werezak, Tim
Yagley '

Welcome:

Joel O’Connor welcomed Libby Driscoll of Health and Welfare Canada to the subcommittee
and had everyone introduce themselves.

The proposed agenda was reviewed and unaltered. Joel said that he will be presenting a
summary of the subcommittee’s progress to EOWG on April 28-29, 1993. The indicator
matrix will be a useful summary tool for such a presentation.

Discussion of Matrix of Indicators:

The subcommittee generally agreed that the scope of the indicators under development were
appropriate and that the topics of motivator and intentions were well covered in Barbara
Knuth’s proposal. The only voiced reservation was that if possible, the matrix should be
broken down into six specific indicators and not eight.

-

Discussion of Indicator Scopes:

Effectiveness Among Inteyactions Between Public, Industry, and Government

Samuel Sage and Louise Knox have been working on this indicator and will be ready to make
a presentation at the workshop. Samuel and Louise will be asking workshop atténdees if they
feel there is enough data to support an indicator. Samuel will have a summary of available
data prepared for the workshop. Samuel also hopes to get a more defined indicator scope at
the workshop breakout sessions. He feels there will be no problem with meeting the 12/93
deadline for providing the indicator. :

Joel encouraged Samuel to strive for a crisp rather than vague scope.

Corporate Volunteerism

The scope for this indicator has been well defined in previous meeting minutes. George
reported that he has been extremely busy since the last subcommittee meeting and has

produced nothing new on the indicator. He faxed the indicator materials to Tim Yagley, and
the subgroup will teleconference next week to polish the indicator.



Suggéstions included:

1. The goals and objeétives of this indicator should be transmitted to Barbara so she can
incorporate them into the survey. Surveys containing corporate volunteerism questions
would be distributed only to targeted individuals.

2. The corporate volunteerism subgroup should discuss proposed survey numbers with
- Barbara to make sure they are adequate for the subgroup’s needs. There might be the
~ need to increase the operational budget of the survey if additional numbers are needed.
There is still time for this coordination since the timing of the survey has not yet been
dctermmed

3. Another group has studied corporate volunteerism, setting a precedent for this type of
study. An article-on this study, "Framework for Assessing Discretionary Corporate
Performance Toward the Environment," Environmental Management, Vol. 15, number
2, 1991, pgs 163-178, will be included in the meeting minutes package.

Environmental Volunteerism

Sally reported that some data for this indicator would be gathered via directories and the
survey will include questions on volunteerism such as motives and changes in activity.
Leaders of environmental organizations have already been identified as a subset for survey
focus.

Suggestions included:

1. It might be possible to update the directories in the process of gathering mformanon ‘
Atlantic States Legal Foundation has the software to do this.

2. Many NYSDEC-associated stewardship activities occurring that are not listed in any
directories. Various agencies should be contacted to also acquire this type of
information. This type of information could be added to the directories, but only with
the permission of the individual groups since many of them (for instance classroom
groups) may not want the publicity.

Population Density

Information on population density is being tailored to the Lake Ontario Basin, as a
subindicator. A preliminary presentation could be made on the subject with a qualifier that .
not much work has been done with this subindicator.

Suggestions included:

1. The survey should be developed to include some population questions. The
subcommittee can get information without turning this topic into a full indicator.



~ 2. - Population density should just be an ancillary measure.

3. The survey will include questions on demographics and existing government

- information on population density can be summarized for the subcommittee’s
purposes. Individual demographics information is important for making e.g. urban vs.
rural comparisons.

Remaining Proposed Subindicators
Barbara Knuth will consider the remaining subindicators when framing the survey.

The subcommiittee debated removing the subindicator categories from the matrix for
presentation simplicity. Some subcommittee members felt that including them would-diffuse
the focus from the main indicators. Others felt that excluding them might cause workshop
participants to reinvent the wheel. The compromise will be to briefly explain to participants
the subcommittee’s process for reaching the current indicators, but not spend a great deal of
time rehashing previously discussed indicators not now under consideration.

Toxics Release Invelitory (TRI) Indicator

. Samuel Sage has gathered the TRI data for all counties in the Basin. Once charted, this »
information shows a decline over the past four years of toxics released. Data for 1991 should
be available before the workshop. Samuel is working with EPA to try and present this
information in a GIS format.

Suggestions included:

1. Canadian TRI type data is under development now but will not be available until next
- year. This information should be included in the indicator.

2. The Lakewide Manégement Plan might have information that would be useful for the
indicator. This should be investigated.

Toxicant Loss Indicator

Joel is considering $20k for a pilot program for this indicator. A firm from Virginia will be
conducting the program for only PCBs and mercury during the pilot phase. For instance, the
firm will study the life cycle of products and toxicant loss, to estimate the rates of loss of
PCBs from capacitors rusting in upstate New York. The essence of this proposed pilot
program still needs the review of the full subcommittee. Joel will distribute a summary of

_ the proposal. '

Suggestions included:

1. A Canadian task force looked at this type of information for the IJC. The final
product should be available in the next two weeks. This information will be



forwarded to Joel so he can provide it to the Virginia firm.

Discussion of Survey Strategy and Funding:

The subcommittee agreed that Barbara Knuth’s survey would be our major measurement
instrument. The subcommittee intends to ask EOWG to fund the survey effort. Section three
of the proposal outlines a $40k budget for drafting survey questions, conducting a pilot survey
effort, and drafting the final survey. Barbara Knuth is currently developing a list of targeted
recipients for the pilot effort. The pilot effort will involve a sample size of approx1mately ‘
400 individuals. This is in line with what had previously been proposed.

Once the survey has been approved by' EOWG, the final proposal will have to be approved by
Cornell University. The Cornell approval should take a week or two. :

EOWG, which is meeting in ‘April, only meets once a year. Joel agreed to present the pilot-
proposal, in broad terms to EOWG at its April meeting. Ideally the proposal will be ready
and approved by EOWG soon after our May workshop, and by Cornell shortly thereafter.

Barbara will further discuss the survey scope with other subcommittee members in preparing
the workshop materials. Barbara will specifically work with Jennifer Rae to explore linking
the survey into some Health and Welfare Canada projects since interagency efforts usually
receive widespread support. Jennifer is the co-chair of the Human Health Indicators
Subcommittee.

Discussion of NYS DEC Scoping Sheet for Workshop:

Not all of the subcommittee members had received scoping sheets, but they agreed to review
the elements of the scoping sheet.

- The purpose of the workshop is to solicit comments and suggestions regarding the indicators
from key publics who would potentially use indicator information. The subcommittee wants
to structure the indicators so they will produce an effective measure for all those who wish to

~use the information. The subcommittee is also open to suggestions of omissions in the -

“proposed indicators.

Invitations have been sent out for the workshop. Response has not been as enthusiastic as
hoped. Invitations were sent out to representatives of RAP committees, government personnel
associated with Lake Ontario issues, industry, academia, and involved individuals.

- Approximately 75-100 invitations were mailed in the hopes of receiving 25-40 positive
responses. If the number of positive responses is low, additional invitations will be mailed.
The subcommittee members had several questions regarding the workshop:

1. Was the location of the meeting included in the invitation?

No. That information will be provided to invitees in the next mailing. ASLF will also



be calling invitees that have not responded;
2. When will the pre-meeting mailing go out?

We are shooting for ihe last week of April. We will call people next week, send a
mailing to those who positively respond, and then send out the pre-meeting mailing.

3. Where is the workshop going to be held?

The workshop w111 be at the Un1vers1ty Inn at SUNY Buffalo. Non- agency attendees
will have their accommodauons paid for by the subcommittee.

Joel, Samuel, Lois, and Barbara will hold a teleconference to review the scoping summary
prior to distribution to the full subcommittee. Each indicator developer will be expected to
‘have a presentation ready for the workshop. :

The deadline for prov1dmg Samuel with materials for the pre-meeting mailing is the middle of
April.

The next subcommlttee meeting will be a teleconference prior to the workshop Please call
Joel (212- 264 5356) if May 4, 10:00 - 1:00 is not a good time.
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A Framework for Assessing Discretionary Corporate
Performance Towards the Environment

SONIA LABATT
Department of Geography
University of Toronto

Toronto, M&S 1A1, Canada

ABSTRACT / This article reviews the existing models of cor-
porate social responsiveness and develops a theoretical
tramework with which to examine corporations’ discretionary
performance with respect to one social issue, that of the en-
vironment. Discretionary indicators of corporate response to
environmental issues are developed and tested within this
framework. Twelve companies from five dilferent sectors were
selected for the survay, based on prior knowledge of their
commitment to snvironmental concarns. Primary data was
collscied lrom personal interviews, and secondary data was

obtained from company documents, annual reports, and
other forms of publically disclosed information. Empirical re-
sults varied, but certain votuntary indicators, such as compa-
sition of the board of directors, the environmenta! affalrs.
function, community support, and the annual repont are con-
sidered 1o provide slrong indications of discretionary cerpo-
rate performance. Philanthropy and company products
proved to be less satistactary indicatars of corporate com-
mitment to the environment. The aggregated results revealed

- a cofrelation between the final rankings of firms’ discre-

tignary environmental performance and whether those com-

_ panies are process ar product oriented. Linkages betwaen

discrelionary elements and thase of economic and legal re-
quiremants were not explored.

During the past two decades, the increase in envi-
ronmental degradution has become a predominant
public issue. During this time, husinesses have been
subject to greater social pressures and demands con-
cerning their responsibilities towards the ¢nvironment

than ever beflore. Windsor and Greanias (1984) note

that in the 1970s and early 1980s, a new kind of busi-
ness climate arose. The principal factor aflecting the”
change was the growth of general government regula-
tion of business. Behind the rise in regulaton lay a
public eynicism towards business and a new set of cnvi-
ronmental activists committed 1o making companices
responsive 10 noneconomic c¢nnsiderations. At firse,
corporations reacted delensively, but increased promi-
nence of social and political forces led some businesses
to realize that they must.pay more attention to theiv
surrounding environment. ‘The result of dus en-
hanced awareness has been the emergence of new cor-
porate behavior patterns.

This study examines current levels of crwparate re-
sponse to environmental concerns. The objectives of
the research are twotnld: first, to developa [ramework
that is classificatory in nature, and can be used o eval-
uate corporule response o environmentul issues; and
_second, 1o apply the dassification to the responses of a
cross-section of industries, using discretionary corpo-
rate variables as indicators of responsiveness. In ovder
to cxamine corporate sacial responsiveness, one must

KEY WORDS: Envitonment; Discretionary indicators; Corporate social
. responsivenass
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Jook beyond the traditional legal and economic eriteria
for assessment of performance. Discretionary respon-
sibilities are neither requived by luw, nor are they cx-
pected of business in any ethical context (Carroll
1079). No attempt will be made in this study to corre-

late discretionary with economic, legal, or ethical

aspects of behavior, but rather, the focus is on estab-
lishing and applying a {ramework for discretionary re-
spunsibilities alone.

Review of Existing Conceptual Frameworks

A number of empirical studies have examinerl cor-
porate response o sociil issues. The overriding ve-
search consiraint 1o observing corporate involvement
in social or environmental issues has been the lack of
consensus s 10 what constitutes a valid measurement
of corporute responsiveness. Two of the best concep-
tual models in the literature are thuse developed by
Sethi (1979) and Carroll (1979). Sethi (1979) divided
corporate responsc parterna into three levels of action:
(1) social obligation, (2) social responsibility, and (3) so-

dial responsiveness. Social obligation involves corpa- .-

rate behuvior in response to market forces or legal
constraints. The criteria for legitimacy in this area are
exclusively legal and economic. Social responsibility

implies bringing corporate behavior “up to a level . 7 L

where it is congruent with current prevailing social
norms” (Sethi 1979, p. 66). This caregory does not re-
quire a radical departure from the norm; it is simply a
step ahead —before new societal expectations are codi-
tied into legul requirements. Sethi's third stage of ad-

© 1991 Springer-Verlag New Yok Inc.
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aplation of corporate beluviar to social needs is ex-
pressed in terms of social responsiveness. The issue
here is not how the corporation should respond w so-
cial pressure, but what its long-term role in a dynamic
society should be. The corporation is expected to an-
ticipate Wie changes due 0 (e anergence of social
problems in which the corporation must play an im-
portant part, and act in a proactive manner. Scthi ap-
plied his analytical molel to the analysis of the contro-
versy that arose in 1970 concerning the sale of inlant

fortnula foods in less developed countries (LDCs). I

was believed that there was a connection between
bote feeding and infant health prolilems. In that year
a United Nations forum on nutrition, PAG (Proteis
Calories Advisory Group) claimed that aggressive mar-
keting of a Nestle infant formula preduct in poor
countries was respansible lor a shavp drop in breasi-
feeding there. "The World Health Organization passed
a cotle: onosrketng breasi-mitk substituies in ovder w
halt the deeline m Dreast-Teding, At fivst, mudiing-
tionals cesponded only to the prevailing kaws andl
tarket conditions, u response of social vbligaton.
Then a lew, such as Nestle and Abbotl sent represen.
tatives to the PAC mcetings, marking a decision point
between the social ohligution and responsibility stages.
Abbote then moved w an approach that helped w mit-
igate negative impacts in the LDCs by committing
$100,000 Lo u breast-feeding campaign, This signalecl
a shift to the social responsivencss stage. :

Carroll (1979) expands on Scthi’s framework, de-
veloping a three-disuensional model of corporate per-
fornrance. The tirse dimension represcis the type of
social issues of concern, and covers a wide range of
issues fruin environmental w product safety. Cavroll's
second dimension emphasizes the dynamic nature of
the corpurate response pattertt as a comtinuum from
reaction and defense (do nothing), through accommo-
dation to eventual proaction {do much), The third di-
mension consists of foir categories: ecunomic, legal,
ethical, and discretionary responsibilitics (Figure 1).
These four categories are by no means mutually exclu-
sive, nor arc they meant to portray « continuum with
cconomic concerns on one end and gocial concerns on
the other, According to Carroll (1979), the relative
magnitude of each responsibility is suggested by the
relative area given 1o cach on the sociul responsibility
diincnsion of Figure (.

The ecvnioinic component of Carroll's model repre-
sents husiness's obligution Lo be productive and protie-

- able. The legal component suggests that the economic

responsibilities heed be approuched within the con-
fines of written law. Ethical responsibilities represent
the unwritten codes and values implicitly derived from

13:22 ;
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society, In oy, discrcuonary respunsibilities are
those that are. beyond the Jegal and econamic criteria
and are not generally expeeted ol business in an eth-
ical sense. "Fhus, il & company does not. participale in a
discretonary area, it is nat considered uncthical (Car-
roll 1979). Individual compunies have a great deal of
discretion in selecting environimental issues ta which to
respond and what the magnitude of the response will
be, befe regulutions climinate the voluntary aspect
of response. '

Carrall iflustrates the use of his classification system
with Anheuser-Busch's test-marketing of 2 new adult
Deverage called Chelses. Because the beverage cone
tained more alkeohol than the average solt drink, con-
sumer groups protested by calling the beverage
“kiddie-beer,” and insisted that the company was being
sacially irresponsible by making such a drink available
w youth. ‘The company’s Livst reaction wus defensive
——claiming that it was nat changerous and would not
lead yonngsters to stronger drink. The company's
later vesponse was (o withdraw the beverage from the
markeplace und reformulate it so that it would be
viewed a5 sale. The company concluded that this was
the socially responsible action to take, given the eriti-
cism, According to Carroll, the company found itsclf
it the consumerism segment of his model, and the so-
cial responsibility was ethical (the product. introduced
wits legal, in Uit it conlornmed to the maximum aleo-
holic conient. standards). As it became clear that so

much protest might turn an ethical ssue o an eco-
. nomic on¢, the company moved along the responsives

ness dimension 1o Carroll's madel {rom teaction and
defense lo accoramodation. _
The literature described above addresses Lthe nature
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and calegrories of corporate social performance. There
is a secand body of literature that deals with the evolu-
tionary nature of a particular type of response. Scthi
(1979), Ackenmuan (1973), and Bauer (1978} evaluate
corporate response over 1 period of time, since dif-
ferent issues pain importance to dilferent induostrics
within diffcrent time frames. Sethi (1979) divides the
clapsed time of an issue inw four suges: (1) pre-
problem, (2} pmblcm identilication, (8) problem
remedy, and (1) prevention stages. Scthi acknowleclges
that. there is some overlup, becanse sacial problems do
not fall neatly into discrete groups, nor can they be

solved in disdina successive steps. Ackerman (1973)
- classifies corpurate social response in three broud

stages: (1) the recognition of and commitment to re-
spond (o an issue, (2) the acquisition of specialized
knowledge and skills to deal with it, and (3) the imple-
mcntation of the response and its integration into
standard operating procedures. Bauer (1978) suggests
three similar stages of responsiveness; (1) identilica-
tion, (2) commitment, and (3) implementation. Bauer
senses bt the implementarion is complete not when
the particular goal is accomplished, but when the
change in behavior 3 such that the goal will be accom-

plished and will continue 1o be accomplished through

the institutionalization of the process. Thus, the re-
sponsze process is complete when the new management
procedures are in place and can be monitored and
evaluated as o their effecliveness. Wurtick ane
Cochran (1985) note that Carroll’s [rumework tan he
complemented by the aclditon of a social issues man-
agement dimension with three levels; identificarion,
analysis, and respouse development. Clarkson (1988)
adds “implementation” as onc-stage of social issues
management. to Wartick and Cochrun's (1985) frame-
work.

In order to quantify the location of a parlicular

company within the “environmental” issues portion of

a framework, a set of indicators and 2 measurement
scale for each indicalor must be develaped. With her
examination of oil refining companies’ performance
with regard o air pollution, Logsdon (1985) was one
of the first to look at indicators of corporate response
in the cnvironmental field. Logsdon examined four
components of response: technical {actions 16 reduce
refinery air pollution), informational (annual reports
and corporate policy statements), udministrative
(changes in organizational slruciure 10 assign responsi-
bility far the issug), and palitical and legal actions re-
lated to air pollution. Logsdon applied two response
patterns, resisting or accepting, to the issue of air pol-
lution, over a 35-year period. Her categories of re-
sponse are excct.dmgly broad and ditfienlt (o quantity.

recycled paper
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Al the same time, her continuum of response is lim-
ited to two levels over a period of time.

Theoretical Framework for the Study

To summarize, the literarure provides evidence for
at least {our dimensions in a theoretical framework of
corporale responsiveness. This study will ntilize
aspects of all four and incarporate elements of Car-
roll's (1979 wonceprual model into a framework de-
signed to measure corporate responses to environ-
mental issues. The {ull riange of ane dimenston, that of
corporate responsiveness, will be used to measure one
component ol each of the three other dimensions (the
discretionary component from social respousibility, en-
vironment from sacial issues, and the implementation
stage {roin issues management). v

Discretionary indicators implemented in response
to environmental issues will be ranked on a four-point.
scale of corporate responsiveness. Carroll’s continuum
of response {ror “do nothing” to “do much” (reaction
to proaction, Figure 1} is madified in terminology and
definition to dassily the corporate indicators on the
following loutr-point scale:

kg

0, Delensive: do nothing or denial

1, Appeasing: do the ininimam reguired to maintain
a good public image ,

2, Progressive: issues approached with desire to im-
prove sodal condlitions

8. Proacive: anticipatory; being a leader among all
industries in aclvancing social conditions

Figure 2 represents the schema from which the
theoretical framewark for the present sudy is drawn.
In the present sy, “responsiveness” will denoe a
company’s responsce to a certain stimulus and will not
be used as a level of ranking ar cassification, as in
Sethi’s work.

Some indicarors do nac demonstrate sequential pros
gression [rom one level to the next, but rather illus-
trate indepenclent stages of devglopment. In ather
words, a company may exhibit appeasing and proac-
tive responses 1o an indicator withonue fulfilling the re-
quirements for a progressive response. This occurs
most frequently when, for example, the two lower
levels of responsiveness are measured on one scale -

(such as dollars) while the third is measured by a dif-- =

ferent characteristic {the presence or absence of o pro—
gram).

The indicators were selected to be as gcneml 4s pos-
sible, so that they are applicable ta all sectors of in-
dustry. In a few ases, an indicator is not applicable,

“ecology and environment
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Figure 2. Schema outlining the [ramework for the study.”

thus necessitating a NA (not applicable) response.
Since no single indicator can be considered sufliciently
complete or unambiguous, Logsdon (1985) recom-
mends that an ayggregate measure he csleulated in the
summary results to provide a stronger basis on which
to 4ssess corporale response to cuvirotunental issues.
Such a procedure will be {ollowed in the present study.

Descriplion of the Indicators

‘the following nine indiautors of discretionary moti-
valion have been sclected for this siudy: (1) board of
dircctars, (2) the environtnental affiirs function
(EAF), (3) internal recyding, (4) product waste recy-
cling, (5) energy conservatian, (6) ph'ilanthropic dona.
tions 1o environmental causes, (7) community support,
(8) environmental impacts of company producis or
services, and (9) environmental stalements/section in
the annual report, The rationale for selecting these in-
dicators i3 discussed at some length below, with the
levels on the four-point scale being delined for each.

Indicator 1. Board of directors. In his discussion of the
Exxon Valdez oil spill, Rubenstein (1389) points vut
that companies are spending consiclerably more Llime
in the boardroom discussing what they are doing to
the enviromnent and wlat the enviroument may be
doing 10 their econamic returns, This suggests that the
hoard composition and activities deserve investigation
a$ an indicator of corporate responsiveness.

Jones (1980) considers a chiange in the structure of
the board of direciors due 1o a respanse to social issues
as an indicator of bnproved vorporate sodal respansi-
tility. The present study. will examine whether ernvi-
ronmental Interests are represented on the board.
Members of the hoard mn be either internal or ex-
ternal appointees to the board. foternal directurs rep-
resent employees of the firm whose tmain responsi-

concerns. These employees would Le found at the se-
nior corporate level. An outside director is an inde-
pendent appointee to the board, who is not a large

19:24
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stockholder, and whose company does not do business
with the corporations in question.

Pleffer (1972) interprets the presence of external
directors who are financiers as a company's measure
of coping with capital markets and lawyers (on the
board) as a measure of coping with regulatory
agencies. In Pfeffer’s terms, having an outside cnvi-
ronmental appuinice at the board level represents a
company's attemipt to deal with environmental issues.
By analogy, the appointment of interual dircctors ful-
fills these same conditions, bul an internal employee is
bound 1o be more consteained in his comments on his
company’s performance than an external director. As
Strand (1983) sugpests, representation of constituent
groups on the bourd of directors provides evidence of
corporate  concern  for (envirpumiental)  issues.
Bowman and Haire (1975) support this concept, iden-
tilying the presence of outside, nonbusiness directors
as an attempt o bring to the bvard a4 connection with
powerful {orces that could potentially construin the
fivm’s activities. In addition, Plefler (1972) maintains
that board composition is hot randomly designed, but
ruther, is the result of a rational organizational re-
sponse to the comdlitions of the external cnvironment.
Companies arc voluntarlly making changes in the
boardraoom by appointing representatives to the board
with a broader diversity of backgrounds, and ‘by
forming commiuees of the board to evaluae the per-

fonmance of specific areaz ol concern to the corpora-

tons (Weidenbaum 1987). Weidernbaum indicates that
directors take more initiative au the committee level
thatt in board mieclings, suggesting that the establish-
ment of an cnvironmental comniittee of the bhoared de-
serves consideration.

The status quo of firms is not to have apl')oim,ed a
dicector whose main funciion is environmental-con-
cerns, thus marking tie lowest ranking for this indi-
cator, An environmettal policy committee at the board
level represents the appeasement level, since such a
commiittee can be formed without the presence of ei-
ther an internal or external environmental director; At
present, (he appoinunent of an internal environmental
director represents a progressive approach. Since ex-
ternal dircclors are less constrained in their comments

than an internal director may be, the appointment of

an external director represents the proadive cormmit-
ment by the company to environmental concerns.
‘The rauking used in this study of board composi-

tion and activities, corresponds ta Lhe Lhmretlcal

[ramework as follows:

0. no euvironmental dircctors or policy committee
» environmental policy commiitee of the board

—

®
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], internal director appointed 1o the boardl
3, external director appointed to the board

Indicator 2. Enuironmental affairs functinn, Chaganti

and Phatask (1983) studied the role of the environ-
mental affairs function (EAF) in four unrelated com-
panies, and charted its progress [rom inception to in-
stitutionulization within four firms' corpornte struc-
ture, The environmental affairs function is concerned
with the management of the physical environment by
corporations, and deals with the different levels of en-
vironumental decision-making in compauies. In some
cazes, the onus is on individual managers to take envi-
ronmental responsibility for company operations. in
others, corporate (senior) management forms a com-
mittee or department to oversee all environmental
138UCs rclau'ng to the company. From the survey, it ap-
pears that environmental committees consist of repre-
sentatives from policy, engineering, public “affuirs,
communications, and legal departments, These com-
mittee members carry principal commitments to other
departments, with envirnmental affairs representing
only a portion of their corparate ohligations. Strand
(1983) suggests that the establishment of new depart-
ments, such as an environmental affairs depariment,
indicates a corporation’s willingness to respond to so-
cial ssues. An environmental aflairs cepartment
(EAD) is headed by a member of corporate munage-
ment {vice president) and haus a small permanent staft
that oversees all environmental concerns pertaining (e
the company. EAD responsibilities include: averseeing
the dedsion-making process at the operational level,
communicating environmental information to all levels
of employees, and scanning current trends ta he alert
for potential preblems that are significant to the com-
pany. The department also is in a position to choose
and oversee environmental projects undertaken within

 communities.

The assignment of middle or scnior managers to

. oversee spedific environmental issues can be regarded

s a public retations approach, and thus is assigned the
ranking of appeasement. The more progressive ap-
proach would encourage the cstablishment of an envi-

ronmental committee, while the proactive level is evi-

dent with the establishment of an environmental af-
fairs department. To correspond to the theoretical
framework classification, the EAF has been ranked as
follows: = :

0, no assignment of responsibility for environmental
concerns

1, assignment of management to follow environ-
mental issues

recycled paper
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2, establishment of an environmental committee
3, full-time environmental affairs department

Indicator 3. Internal recyeling. Internal recycling pro-
grams within a corporation indicate the level of com-
mitment by both employees and management towards
reducing waste. Materials with potential for recycling
at the present time include: fine paper, cardboard,
newspaper, mixed paper, glass, cans, and {ood waste.
These materials exist in large quantities in corporate
offices and caleterias and have been widely publicized
as heing recyclable. ‘The waterials were classified on
the saale in accordance with the economic return and
the ease of handling the nuterial involved. For ex-
ample, procedures tor collecting fine paper and card-
board from cotrporations are in place in most large
cilies in North America. They are easily collected, and
can be sald for profic in the market place. For this

reasan, these materials are ranked at the appeasing

level. Mixed puper, newspaper, glass, and cans are less
convenient for companies 1o recycle and rank at the
progressive level. Food waste from vafeterias is the
maost difficult o reeycle and represents the proactive
stage of commitment. Thus, the higher the classifica-
tinn, the less the convenience and economic returns
associated with thc matcrial involved. These levels are
by no means mutually exclusive. On the contrary, any
firm can exhibit posilive responses to any one or all of
the indicated levels. T'he internal recycling programs
were vapked as follows: ’

0. 1o internal conservation programs initiated

1, reeydle fine paper and/or cardboard

2. recycle one or more of mixed paper, newspaper.
glass, and cans ‘

3, recycling of [ood waste from the cateteria,

Indicator 4. Product waste recyclimg. Dowd (J985) il-
Instrates how industry can undertake housekeeping
procedures (o recycle waste products without incur-
ring additional expense. This represents the appeasing
Yevel of ranking. Minor expenditures made on waste
reduction and recycling are considcred prescriptive, il-
Justrating some Initiative to improve environmental
conditions. Finally, major investment decisions toward
waste reduction and recycling are considered proac-
tive. Cettain problems cin be anticipated with this in-
dicawr. First, many major expenditures ure not wotally
the rcsult of discretionary policy but are the result of
threatencd or actual legislation, Second, product waste
recycling measures are commonly undertaken for eco-
nomic, rather than discretionary environmental
reasons (Campbell and Glenn 1982), and this indicator

ecology and environment o
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may, therelore, belong in the econamic dimension of
the framewark. Corporate provess waste recyding aud
reduction progrmny wern evalumed as following:

0, no manutucturing process waste recycling ov re-
duction

1, institwte housckeeping procedures that reduce
waste with no expenditure involved

2, minor expenditures made towards waste reduc-
ton and- recydling

3, major investments made warls waste reduction

- and recycling

Indicalor 5. Energy conservation. Funergy conservation
has been used by Clarkson (1988) ux an indicawor uf
carporate perfarmance in his Ganadian survey. A
number of studies have documented the savings in en-
ergy consumption due to applications of small changes
in vperating procedures and cquipment (Vinte 1980).
Employee education programs on energy conservitioty
and procedure madifications in offices and aperation
sites, such as the use of energy-eflicient lighting and
building temperature controls, indicate minor expen-
ditures with high pay-back potential, ‘These activides
by firms represent the level of appeasement in Lhe

“present studly. Major expencditures toward energy con-

servation, such as the purchase of energy-efficient ma-
chinery, represent the progressive level. The proactive
approach encourages the cstablishinent of cnergy
nunagement  programs, which incorporawe  energy
concerns nto operational procedures. The energy

conservation indicator is ranked as [ollows: -
U, no energy conservation policy
1, minor expenditures lowards energy conservation

N

major expenditures towards energy conservation
3, energy management program

Indicator 6. Philanthwopic dovations lo envivenmenial
causes. Corpurate philanthropic programs have been
examined in the past (Levy and Shatto 1980, Kedia
and Kuntz 1981) as an indicator of corporate social
responsivencss. Holmes (1977) found that different
industries showed different levels of commiunent Lo
charitable dunativns, suggesting that it is importaul Lo
look at philanthropy as an indicator of environmental
response. Motivation towards philanthropy has always
existed, duc o the benclicid tax deduaions that exist
for corporate giving to recognized chiaritable causes,

Mescon and- Tilson (1987) suggest that charitable
donations are the ume-honored trudidon of returning
part of a company's profits to the community, “Uhey
point out, though, thal there is a growing corporate

’

LR>™

movement towards prolessionalizing the contribution
function. ‘The undedying strategy of this new style of
philanthropy is [or a company to obtain a tangible re-
e for its contribution. In the present study firms
will be ranked on the relative importance environ-
mental programs play in their donation policy. The
absence ol donations Lo environmental causes inplics
cetinite resistance and ranks at the defense level, The

oy

percentage of (olal donalivas made to environmental

causes differentiates the uppeascment and progressive
levels, Of the studics that have looked at philanthropic
expenditures, none have provided guidelines for high
and low levels of donatiuns, ‘Therefore, responses
from the questvnnaire were used to establish these
levels. Bimull recognition of environmental programs

(less than 1L.0% of budget) represents appeasement.

Donations above (his level illustrate greater commit-
ment, to environmental issues and are considered pro-
gressive. Establishment of the environment as a legiu-
nue category of donativn recipienis (along with
health, education, culture, sports) is considered to be
proactive in this study. Philanthropy is measured on
the following scale:

0, no donatians to environmental causes

I, environmental donatioos r(.pn.u.nl a low per-
cetitage of budget

2, environmental donations represent a signilicamt
prreentage of budget

3, cnvironmentd progrums recognized as one cate-
goty of donativus

Indicatoy 7. Community support, Mactaggart and

~others (1977) point aut that several companies have

developed policies of supplementing monetary sup-
port with gifts in kind to the community: lenditg pro-
féssional stail, and providing [acilities, supplies, and
transportation services. Olivastri (1989) comments that
irms’ annual reports now often mention both finan.
cial support w environmental groups, as well as the
firms'  participation in  conmunity  environmental
events. Levy and Shatto (1980) recognize that time do-
naled by company personnel to charities can be in-
cluded as a measure of corporate philanthropic ac-
uvxty

In the prescnt study, a company's commumty sup-
port is evaluated at several levels, to complement phil-
anthropic results. Support of the community by pro-
viding physical resources (inecting rovimns, audiovisual

cquipment) corresponds to the appeasement or pubbc '

relatiuns stage of development. A more progressive in- |

dication is represented by the involvement of swff in
envirunniental programs, varying from local group in-
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volvement. o senior execulive appoinunents to govern-
went task forces, The proactive stage is represented by
a4 company's partnership approach with committed
groups to environmental projects. An example ol this
type ‘of approach would be an agrecment beiween a
company and a local or national environmental orga-
nization to fund an conservation or cnv:mnmenlally
oriented program. The degree of community support
is not sequential, and therefore a firm can have scaffl
involved in environmental programs without having
provided physical resources (o the community. Com-
munity support is ranked as follows:

0. no indication of Lommumly support

l, lt:ndmg physical facilities (meeting ranms, audiovi-
sual equipment)

2, smaffinvolvement in environmental issues

3 parthership dppr().u.h with envicommental groups

tn community projects

Andicetor 8. Company products or services. A number

. of companics in Ontario are producing and marketing

a group af “environmentally friendly” producs. More-
ovey, FEnvirnnment Canada has developed a logo that
1t will issue as a seal of approval for specitied environ-
mentally compatible products (Roseman 1989). West
Germany pioneered the corcept of environmemally

- friendly products in 1978 with .its “blue angel” logo

and seal of appmval Cdlldda is only the second
country to attempt such 2 progmm The validity of the
term cnvironmentally fricndly products was somewhat
controversial at the time this report was prepared.
Firms that do not have any environmentally
[riendly products. represent the cefense stage, im-
plying nonacknowlcdgment - of cnvironmental c¢on-
cerns with their products. Existing produets that are
marketled as coviconmentally compatible  products
represent “doing the minimuam” and thus rank as ap-
peasing, Companies that have developed new
products in response to enviromnental coucerns rep-
resent a progressive level of commitment. Service com-
panies can also be measured on this scale, since some
services, such as recycling in the delivery ol waste man.
agrement service, can he considered 25 environmenally
friendly. Trying to minimize all the impact. on the en-

~ vironment, using a cradle-tn-grave approach throngh
- pruduction, consumption, and disposal of a company’s

products would be considered proactive.

Caompanies were azked if they would refer to any or
all of their products as being environmentally friendly.
Their responses were ranked according to the fol-
lowing:

recycled paper

1
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no attempt to develop environmentally friendly
products

1, firm’s standard products or services marketed as
environmentally t'riendly -

2, new produds or services developed in response o
environmental concerns

8, company minimizes the itnpact uf one or more of

its products on the environment, at the produc-
tion, consumption, and disposal stages.

Indicator 9. Enuvironmental statementsisection in the an-
nual report, Olivastri (1989) questions whether annual
reports are good indicators of corporate response o
the environment and concludes that, despite their
weaknesses, the utility of the annnal report lies in the.
fuct that i 1s one of the few plct.es of information, out-
side of advertising; that is a publicly available record of
a2 company’s activities, Several previous empirical
studies (Bowman and Haire 1978, Abbott and Monsen
1979, Logsdon 1985} have used compamies’ annual re-
ports a8 indicators of the relative emphusis a company
puts on social issues. In the present study, the ap-
peasing, “doing the minimum” level, will be defined by
environmental coterns being meationed in a limited
way in the annual report. Bowman and Haire state
that a firm czn express its concerns once in the presi-
dent’s letter. After that formality is out of the way, the
firm may say no more, This suggests that if 2 company
chooses to comment further, u progressive stage
occurs when comments are integrated throughout the
report. Iniegration places environmental consider-
ations in the same text with operations, innovations,
and financial highlights. The presence of a specific en-
vironmental section, corresponding in length and sub-
stance to seclions devaed to praduct description or
company innovaton, represents proaction in the com-
pany’s reporting an envirnnmental concerns, '

A content analysis of the annual reports is also un-

~ dertaken to aid in quantifying the level of pertor-

mance of the companies surveyed. The percemtage of
pages committed to environmental comments will be
calculated, relative to the total number of pages in the
descriptive or nonfinancial segment of the repovt. The
correliion between the content analysis amd the -
survey results will be established, Content analysis can
only be considered an approximation of the level of

corporate  responsiveness to  environtuenial issues,

since it is often difticult 10 define what isorisnota .. ..

sentence or ¢omment on environmental subjects
(Aupperle and others 1985). All enviranmental com-
ments recorded were positive statements, none being |
critical or contradictory towards environmental issues
or legislation,

ecology and environment
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‘L'o vorrespond to the Lheoretical frumework classifi-
ation, the environmental content ol the annual report
hus been ranked as follows:

0, no mention of the environment

], passing mention made of environmental concerns

2, environmenwl comments integrated lhroughuul
the annual report

3, spedfic scction on the cnvironnient

Methodology

Primary data for most variables were collected (rom
personal interviews. Sccondary data were obtainecd
from company documents, annual treports, public
comntunicatious, and other forms-of publicly disclosed
information. 'The research methodology used was
comparative case ﬁna!ysis. Post and Andrews (1982)
remark that. the method shows greawer explanatory
and predictive power than a single case study, and De-
Fillippi (1982) observed that comparative case studies
cnsure the telention of the richness of the case study
along with the empirical generalization of the compar-
ative study.

Twelve companies were selected for the sample,
based on prior knowledge of their commitment to en-
vitonmental concerns and a number of other criteria.
First, only companies with demonstrated achievement
of a high level of corporate social response Por it least
one indicator were selected, Second, only companics
opcrating in Canada wecre sampled, to ensure unitor-
mity of legislative and regulatory practices. Finally,
compaiies were drawn from five dillerent sectors ol

economic activity, in order 1o determine whether the
indicators chosen were appropriate fur more than a
single seclor, Table 1 provides sumnury information
on company location, ownership, and size. All compa-
nies selected are among the largest in their respective
sectors, with sales ranging from $32 million to $8.3
billion aunually.

The muluisectoral approach has proven to be effec-
tive by Merenda (1981) and Chaganti and Phatak
(1983) in their studies of firms’ corparite ‘speial in-
volvement from different sectors. Post and Andrews
(1982) hold that indicators of corporate response can
be compared across sectorial lines when the research
qucstions arc defined in terms of (environmental)
issues, rather than in tenns of industry-specific pro-
duction. Rather than f{ormulate a questipnnatre
around activities such as food production, smelting
procedures, or pulp and paper production, questions
should be based on issucs such as water and air pollu-
tion, which are altected by activities in a varlet.y of
scctors.

Certain dilficulties arise when assessing diverse
companies that are held by u parent company. The
decision must be taken as to examine the jssucs as a
single entity (as with Noranda), or break down the
holding compuny into its component parts (.u. done
with John Labatt Co.).

With multinutional firms, local executives w:th the

most knowledge of the Canadian operation were in- "
terviewed, Certain dilficulties were encountered using -

multinationals in the survey. Some, such as Dow and
Practer and Gamble, are 100% fareign owned, thus
taking the decision-making [actor out of Canada. Fur-
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Table 1. Corporate information of companies surveyed
) CDN Sales Canadian

Canadian 188 employces 1988 Main products
Company head office Ownccship ($ billions) (000s) ov acrvices
Abitibi-Price ‘Toronto Canadian 2.6 12.3 Forest products
Alcan Maontreal Canadian 276 85 Aluminum
Ault Foorix Mississaugn Canadian 3.5 150 Dairy products
Campbell Souss Mississauga 70% foreign 035 2.2 Canvenience foods -
Dow Sarnia 0% fareign 1.56 3.7 Chemicals
DuPont : Mississauga 75% foreign 1.37 40 © Chemicals
Ineo Toranto 54% foreign 12 14.0 Nickel
Labatt London Canadian 1.6 18 Reer and wine
Laidlaw Burlingron Canadian 0.32 5.9 Waste disposal and

. transportation
Loblaw Toronw Canadian 8.3 33.0 Distributor of consumer
' products
Novanda ‘Toronw Canadiay - (.2 310 Minerals, foresiry,
E , and cnergy

Procter & Gamble Toronin 100%, foreign 11 : 3.5 Consugner products

e
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Table 2. Discretionary indicator 1: Board of directors;
composition and policy committee
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Table 3. Discretionary indicator 2; Environmental
aftairs function

Company " Conpany
. D . 3
5
§ ; 3 é i g8 3
i o o = o o
F .84 oz HEEE T 8% ¢ st
EERREIEEEED ERRITREEEED
“ @ 3 8§23 382 2224 g 2 &
Didicator ' Liulistar

Policy committee | Mamagrementmssigned 11 1 1 1 p 1 1 1 1 1 1
Internal dircctor 2 Commiliee 2 2 2 2 2 22 2 2

External direaor Department 3 28 3
Towl 0 0 0 0O NAD O 0 2 u I NA Tl 3 3 1 16 8 8% 176 6 & 3

thermore,the trend towards global curporations, such
ag Alcan, iz not represented in this study, which just
examines Canadian responses to the indicators.

Analysis of the Survey

Indicator 1. Board of directors. The appointment of
_board members who represent environmental in.
terests is a gignificant indicator, albeit the total scores
were very low. Board members are becoming more
concerned about directors’ liability und want all areas
of corporate concern and conllict well represented at
the board level. Only Noranda has an environmental
policy committee at the board level (Table 2), and
Laidlaw is the only [irm surveyed that has appointed
an internal employee with environmental responsibili-
ties to the bourd. Dow Canada and Procter and

- Gamble both are 100% owned in the Unied States

and do not have Canadian hoards, Tnstead they have
management committees Comprising scnior managers,
who serve as a guiding body for the Cunadian compa-
nies. Dow Company, the US parent, has an environ-
mental policy committee at the bouard level, but this is
not included in the evaluation of the Canadian opera-
tions. The question of ownership illustrates the diffi-
culty of applying this indicator to multinationals oper-
adng in Canada.

The ranking proposed for this study may well
change in future years as the board ‘of directors com-
position takes on greater imporiance for tirms fram
an envivonmental point of view. In the tuture, the ap-
pomtment of external directors may only represent a

~ progressive level.

Indicator 2. Envirowmental offairs funcion. All the
companies surveyed have assigned statf responsibility
for environmental measures at middle and/or seninr
management (Table 3). Most companies stressed the
decentralized nature of their companies and the im-

recycled paper

portance not anly of having a senior executive respon-
sible, but also of delegating this responsibility 10 their
line managers. Five firms have environinental affairs
commiltees that function as the cencral locus of re-
sponsihility. Four others have envirnnmental contral
committees at the operational level, while the executive
vice president's office holds central responsihility tor
environmental concerns in their environmental de-
partment. Campbell Soup Coinpany Limited indicated
that their US parent company has an environmental
alfairs department as part of another department and
that the Canadian operation is in lhe pracess al estab-
lishing a similar function.

The enviranmental alfairs function is a significant

- indicator, showing the level of commitment of the

{irms to environtmental issues. Even if the company in-
frastructure indicates a high degree of decentraliza-
tinn, the most respongive firms have centralized orga-
nizatons that oversee the issues at a senior level. As
the literature shows, centralized authority is essential
for strategic issues {Chaganti and Phawk 1983, Post
and others 1983), whereas decentralization of the re-
sponsibility is essential for operational issues (Ack-
erman 1978, Post and others 1983). In view of this dif-
ferentiation, the indicator requires redefinition for fu-

| lure use.

Indicator 3. Internal recycling. Nearly all cornpanies
surveyed carried out some form of recydmg of fine
paper and/or curdboard. These companies have con-
tracted with outside scrvices to pick up and recycle the

maierials. Three-quarters of the firms also undertake .
" some form of mixed paper, newspaper, glass, or can.

recycling, None undertook recycling of food wasie
from the cafeteria (Table 4),

Internal recyding can he a pasitive indicator a cor-
poration moving towards internalizing its environ-
mental concerns. The practice is not uniform, though,

" ecology and environment
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Table 4. Discretionary indicator 3: Internal Tahle 5. Discretionary indicator 4: Product
recycling _ waste recycling :
. &
Company Gomgiay !
- gk
- 8 g g g r‘
E « A P Q0 X}
= . * | - . o3 k-
3 X ¢ L5313 S NN
R PN A - IS %g528§§53§§ :
222 38RAAENJ382< < 8 & & 83 2& X
Inclicsunr ’ Ercliciuor
"Fine Paper, : Housckeepung I D R T U B
vittboard S I D T T R | 11 Minen expenditure 2
Mixcd pitper, cans, ) Major expenditire 3 3 8 3 3 35 3 303
newspaper, plass 2 202 2 2 9 P 2 Tatal 1 4 4 U 4 4 4 4 1 t 4 4 B
Foud waste {rom - 1
calctenia ]

Toud 38 3 0% 3 04 11 8 0 ) 3

since some companics recycle one materind at one op-
erational site and another material at a second site. In
the casc of Dow Canada, for example, the company
has cardboard recycling at every sile, fine paper recy-
cling programs at scveral, and solt driuk can recycling
at two (Richmond Hill and Fort Suskatchewan). Thus
vach cumnpany does not necessarity have uniform tecy-
cling pracedurces throughout its operations.

Indicator 4. Product waste recycling. Companies were
asked directly whether they had undertuken house-
keeping procedures to encourage product waste recy-
cling, as well a3 making minor or major expenditures
tawards the siwne goal. All companies had some
housekeeping procedures, and most firms have made
major investments in wasle reduction (Table 5). Du-
PorL reported annual expendiwres of $5 million and
Abiibi-Price $45 million over the last five years on en-
vironmenta] protection procedures.” Dow Canada re-
ports a capital expenditure -of $17 million last year,
and Noranda, §45 million in plant modernization ex-
penditures. Camplell Soup Co. reports minor, ex pen-
ditures, while Laidlaw considers the indicatar nonap-
plicuble, since i is a service imlusty.: Procter and
Gamble did not identily major or minor expenses, but
simply stated that developing packaging js an expen-
sive on-golug rescivch process. Their response was

 ronsidered to represent major expenditures.

" Indicator 5. Energy conserontion. Nearly cvery com--

pany surveyed indicated a bhigh level ol concern for
energy conscrvation. Most prochiimed that clficgent
energy usc made good business sense. Encrgy pro-
grams were ull initiated in the 1970s when the world
cxperienced an energy crisis, and the procecures have
been maintained cver since. Expenditure Jevels were
inferred from the survey responses. plucing edueation

progriuns, energy auclis, lighting and temperature
contrals b1 the minor expeiditure classilication, The
purchuase ol energy-elficict cquipment is inferred o
represent inajor expenclitures, Nearly all firmns met the

criteria for both some [orm of minor and major ex-

penclitures tawards cnergy conservation, while three-
quarrters bave energy management progranis in oper-
adon (Table 6).

The questions involving energy-citicient lighting
and temperawre controls became problematic where
corporations are tenants rather than owners of their
buildings. Since the tenant pays for the cost of utilities,
there is liwe financial gain for the developer o imple-
nmenl cnergy-savings  programs. Recently, however,
low energy consumption has been used by the devel-
opers as a sales tool (Vinwa 1980), The majority of the
tenants leasing office space today are well aware of the
increasing wlility costs that can be added to total xental
space costs. Procter and Ganble indicated that its
choice of location {or a new head office was influcnced
by their builder’s energy commitments and was there-

fore considered to have achieved the appeasement

Jevel, Questons involving the issue of alternate fuels
for company vehicles alsa weve difficult to appruise,
Shice SOMIE COmMpauics use coumnon carriers (e.g.,
I'rocter and Gainble) rather than their own trucks for

" transportation. DuPont uses alternative {uels sucli as

propane, in the company trucks, where the highways
offer fuel service. DuPont trucks that travel the Trans-

Canada highway may be propane driven, whereas

more remote routes do nat have propane outlets {or
such trucks.

Indicator 6. Philanthropic dimations to envirsmmental
causes. Mose firms indicated that their twtal philan-
Uwropic budget was set-at approximately 1% of pretax
revenue. Just over hall’ the firns surveyed showed ac-
tal commitment to environmental programs from
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Table 6. Discretionary indicator 5: Energy
conservation :

Company
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Table 7. Discretionary indicator &: Philanthropy

Procter & Gamble

s
: &

£ g3
: % . Il
'é‘- - ‘E' . é 8 E é -é E §
2135452585382 ¢

Indicatar

Minor expenditure  f 3 1 L 1 1 1 1t % 1
Major expenditure 2 2 2 2 2 2 2 % 2 2 2

Encrygy managenwent

grogram 3 3 2 3 4 48 3 3 3
Towl f 6 3 4 6 6 6 6 % 6 3 3

Company
a
4 &
£L E ,=§‘ ‘E’ ¥ ou ‘8
EERFFRRERE
<22 3&AET 3 z
Indicator
1% of budget 1 1
=% of budger ¢ 2 22 2 2
Environmental category 3 3 3 2 3 3
4.0 561 55 5 2

Fotal 5 000

their philanthropic budget (Table 7). OF these, [ive
firms donated more than 1% of their philanthropic

- budget to environmental concerns and indicated that

the environment was a donation category in their phil-
anthrapic policy. Dow Canada has an environmental
donation category, bul would not disclose any empir-
ical information on the amount donated. Since it is ob-
vious that Dow must contrihute something to the envi-
ronment, they have been arbitrarily assigmed a conser-
vative figure of no more than 1%. Procter and Gamble
was (he only company that donated more than 1% to
environmental programs, without having established
the envicenment as one af its donatdon caegories. Du-
Pout does not consider the environment as a charity

- {such as hospitals or education), and therefore uses

other budgets for environmental causes. Of the firms
that donated at ali to environmental causes, only one
firm (Labatt) indicated giving less than 1% of its total
philanthropic budget to the environment. Since the lit-
crature does not afford any empirical guidelines for
ranking domnations, this level of kuss than 1% of budget
serves as the level of appeasement for this indicator.
‘These results are not 1otally indicative, though, ot all
corporale commitment to environmental projecis. A
large percentage of support to environmental causes
comes from indirect funding (budgets ather than phi-

~ lanthropy) of community projects, which will be dealt

with in the next indicutor.

Indicator 7. Communily support. Many firms stated
that their policy is to help in community projects
where their facilities are located, when requests are
macie. These activities take place al the local level, with
local initiatives, of which the head office is not always
apprised. Many companies help with local groups but
could not state specifically that environmental con-
cerns were among them. Fighu of the firms encour-

re”cYcIed paper

aged employee involveinent. in communiry activitics,
and of these, half, (Loblaw, Dow, Inco, Noranda) have
senior executives who have community environmental
comimitments (Table 8). Community initiatives are wit-
nessed in seven of the corporations’ uctivities. DuPont,
in collaboration with the Ontario Ministry of the Envi-
ronment and the Environmental and Plastics Institule
of Canada (EP'IC), has launched a pilot project in
Durham to cxpand plasic recycling w include rigid

- plastic containers (HDPE) and (ilm (PF). Similarly,

Norandla has undertaken a tripartite agreement (with
Environment Canada and the World Wildlife Fund) to
support the Wildlife Toxicology fund that will direcdy
aid in protecting wildlife from the harms caused by
toxic chemicals. Inco pariicipates with the Onturio
Ministry of Natural Resources and a Sudbury conser-
vation group in the transfer of goslings from Taronto
Island to Inco’s tallings basin in Sudbury. Inco has
started a “greening” of Sudbury’ program in which
tree scedlings ave started in mined-vut areas (depth
1600 m, constant 25°C), and then transplasted in the
region. Dow Canada has extensive wetlands protecrion
projects, at both its Sarnia and Fort Saskatchewan lo-
cations, and the Loblaw Company has recently spon-
sored 4 national conference on the environment. Abi-
1ibi-Price was the corporare sponsor of Focus 2000, a
high-school forum nn sustainable development and is
actively involved in a community forest management

project. Laidlaw operates Amnesty Duys, a program

providing chemical technicians and transpartation for
communitics o dispose ot their househeld liquid toxic
waiste, -

Dow Canada was quick to point out that tinns give
to programs from which the company can receive
something in return. Alcan, for example, gives L0 vni-
versity programs that collect data significant to Alcan’s
interests, be it environmental or not. As Mescon and
Tilson (1987) predict, philanthropy is not necessarily a

ecology and envirbnment
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Table 8. Discrationary indicator 7: Community
support
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Table 8. Discretionary indicator 8: Company products
or services
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clear indivator of a company’s commitinent tu any one
concern. “This indicator does not well e complete
story and should be supplemented with information
from aclivities in the community. A [urther study
could examine promouonal and operating budgets lor
environmental conumitment,

Community support provides a sigpilicant. indica-
ton of firms’ commitment to cnvironmental issues that
would not be otherwise recognized. Although these
projects are olten regional, they do indicate a corpo-
rate level of awareness that is per vasive throughout the
infrastructure. This has positive implications for envi-
ranmental responsiveness within a thm.

Indicukor 8, Cumpany products or services. The major
ditticulty encountered with this indicatoris in the way
that companies viewed their products. Alcan considers
most of its products compatible since so much alu-
minum (cans, building materials, packaging, electric
able, aututmotive parts) is recyclable, 1t also claims that
aluminum is oot as envirommentally threatening as
plastics and toxic products. Ault Foods considers that
all its products are envirnnmentally compatible, since
all milk products are natural and nontoxic, Carnpbell
Soup Co. says thar all its products are biodegradable,
and Inco indicates that the 5-cent coin is its only pure
nickel product. None the less, these companies all
. qualify for the appeasing level, since no attempt has
been made to improve prinducts’ environmental per-
formance (Table 9). At the progressive level, Abitibi-
- Price has developed padded envelopes using recycled
paper instead of bubble pack and industrial Lowels
made from recycled paper among its environmentally
compatible products. Dow has developed plastic
products (hat are recyclable, and a form of styrofoam
msulation that does not affect the nzone layer. This
insulaton alsu uses less encrgy to pruduce than glass
insulation. Lublaws has a well-known cuvironmentally

I'ricmlly products program of 100 products, including
organic plant fertilizers, unbleached coflee filters, and
recycled paper products. Procter and Gumble's pack-
aging contributes o soutce reduction of waste, since its
plastic bottles cin now he refitled from pouches (En-

" viru-piee) and many boxes (lide) are made {ron recy-

cled paper. Laidlaw's operatons were considered pro-
gressive, since new procecdures i wasie nunagement
were brought into cffect to accommodate and en-
courage recycling und hazardous waste disposal, This
indicatar is difficult to apply to the service industry,
since it is ditficull to assess cradlc-to-grave delwery of
SCerLbb

The survey responses bear out the confusion that
exists  concerning the concept of environmentally
friendly products. A product such as paper may be
recyclable or bilegsadable, but the product may
aeate cxcess landfill (e.g., disposable diapers) com-
parer to the next best allernative. Also, the production
stage is often detrimental to the environment. Compa-
nies vicw Lheir products as compatible, while socicty
often views Lhe process of developing those products
otherwise. Original attempls to develop a cradie-lo-
grave definition for these products has proven ditfi-
cult. Environment Canada presently endomses three
categories of environmentally friendly products in its
Invironmental Canada program, having developed
guidelines for refincd lubricating oil, construction ma-
terial made from recycled wood-hased cellulose fiber,”
and products mmade from recyded plastics. Six olther
guidelines are in draft. {orm. I believe that company

* products should be discussed in qualitative terms until’

a generally applicable definition of the concept of en-
vironieitally friendly is reached.
There is evidence that companies consider their

praducts more énvironmentally compatible because of
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the packaging. A future study could include the effect
of the compunies’ pressures on suppliers to provide
more cumpatible products. Purchasing policy could
provide an indication of corporate responstveness,
Indicatar 9. Environmental statements/scction in the an-
nual reports, Oue third of the companies made no
mention of the environment in their annual veports.

F'wo mentioned the environment briefly, while half

the companies surveyed integrated the environment in
the president’s message to the shareholders as well as
throughout the report (Table 10). Three of these com-
panies included separate sections on the environment
in cheir annual report. "This tlusirates the companies’
increased concern and commirment to the environ-
ment, Content analysis was undertaken lor the same
annual reports, with the percentage of pages com-
mitted ta environmental concerns being caleulated,
relative to the total number in the descriptive or nonti-
nancial segments of the report. Statements such as
Alcan’s “confronting our own environmental chal-
lenge,” and “to take practical steps 1o prevent or abate
all forms of pollution which result from our opera-
tions,” are representative of the environmental content
in the annuval reports, All environmental comments
recorded were posilive stalements; none were re-
corded that were critical of or contradictory towards

‘environmental issues or legislation.” Content analysis

substantiated the questionnaire results, and with one
exception, the higher the environmental content, the
more integrated the environmental comments. Both
1nco and Novanda exhibit a proactive approach to en-
vironmental reporting and record higher content
analysis of environmental comments in their annual
reports. Alcan exhibits a high content of environ-
mental material in its reporg, but does net have o spe-
cific section on the subject, thus producing cantracdic-
tory results. With all other firms, the content anulysis
reinforces the findings ol the ranking levels. Since the
annual report is one of the few publicly available docu-
ments of corporate commitment, this ndicator is vatu-
able in assessing corporate responsiveness.

- Summary of Results of Discretionary indicators

The scores for all indicators were totuled for cach

~ company, the results standardized by dividing the total

by the number of quantified responses, and the com-
panies assigned ranks hased on their average scores
(Table 11). :

The results have been rewbulated in Table 12 to
better illustrate the levels of rankings and the compa-
nies’ orienmtations. The results fall into three narural
divisions, which suggest praactive, progressive, and

retyéled paper
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Table 10. Discretionary indicator 9;: Annual report

Company
s‘ g
4 8
.U .
A ., 44
=) [ - [ o g S ‘g 8
RS RERLED:
T W E & 33 2
IndiGior
Few references I 1
Lntegrate commaonts 2 2 2 2 2y 2
Specitic section 3 3
Total 1 2 0 02 2 50 0 15 5
onent analysis? NYH4 O O 3455100 0 0 2 7562

*Pearson product momen correkiion coeficient = 0,84

appeasing dassifications. The results in Table 12 also
indicate that process-oriented companies (rom this
sample have higher average scores than do product-
or consumer-oriented companies. ‘The distinction he-
tween product and proccss innovative procedures is &
useful one hecause process innnvation relies on the
purchase of technology openly on the market, whereas
the confidentiality of productinnovation tends to keep
innovation inchouse (Oakey und others 1982). Process
companies in this study are those in which processing
activities are the focus of environmental concern and

" whose produets are not consumer-oriented (e.g., Nor-

anda, Inco), On the other hand, the actual products
provide the focus for environmental issues for
product-oriented firms. Both production and distribu-
tion companies are considered to be product-orieated
(e.g.. Campbell Soup, Loblaw). In thiz study, five of

the wop six scares belonged to companies that are pro-
cess-aviented  (Table 12). Conversely, five of the
bottow six scores belong to consumer-oriented compa-
nies. Alain fits imo both product and process catego-

© ries, since Alcan siding is kpnown as a consumer

product, but in fact, most of Alcan production is di-
rected towards secondary manufacture. The fact that
process-oriented companies exhibit higher resuits in
the present study may well be explained by the fact
that these companies, as Oakey and others (1982) sug-
gest, innovate more readily and have been the larget
of greater sodal and political pressures for a longer
perind of time than have product-oriented companies.
Regulators have focused on the nonsustainable cffects
that natural resource extraction, manufacturing, and
solid and chemical waste disposal have had on the en-
vironment. The companies involved in these processes
have become sensitive to environmental issues and are
therefare more likely to have integrated environ-

ecology and environment”
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Table 11.  Results of indicators on the discretionary scale
Comprany
Abitihi- . Aull Campheil Proder &

Tudicator Prive  Alan  Fouds Soups Bow  DuPont Inen Labatt  Laidliw  Lobkw  Noranda  Gamble
Bourd of divectans 0 0 0 0 NIA [ 0 0 2 0 ’ [ N/A
FAF 4 3 i, i 6 ) 3 | [ ) f 4
Liwesruad reeyeling 4 3 K] 3 3 hi I ] 3 U H 3
Product wagte

recycling 4 1 1 3 1 4 4 1 1 \ 4 4
Encrgy conservation 5] {i 3 + [}] i} 65 ] 3 f5 & 3
Phikinthropy 5 ] - @ ] -4 (] h H 5 5 & 2
Conununity support 5 U 0 (] 6 f ] 2 ] (3 i) }
Company products 2 | | I ol 2 | | 2 2 S 2
Annual repon 1 4] [\] [} v 2 5 {] 0 | 5 5

Total 29 17 12 12 RX] 25 31 Y Y.} 27 34 23

Average soore 32 1.9 L 1.3 1.1 238 4 1. 3.l 3.0 38 9
Ranking 4 9 It ¥l 1 8 3 9 5 6 2 7

Table 12, Relationship between company rankings
and their orlentation

sitive to the sumimation method used in 1his study. To
check the robustuess of these rankings, a sccond sum-
mation method was applied to the data In Tables

sgx‘::n Ranrk Cotpiy 2 -10. 'This method seleclex] each company’s highest
: score rather than summing the scores in each tible.
Proactive ;; é zgmu I ::' When the average of the highest score [rom each table
Progressive 8.4 Py fnco ‘ P was calculated, the rankings were virtually identical in
3.3 1 Abitibi-Price P terms of the wajor groupings found in Table 1.
3.1 5 Luidlaw r '
3.0 6  Loblaw C R
9.9 7 Procter and Camble  C Conclusion
>
Appcusing ?g 3 E:bl:::" :7 ‘The theoretical framework proposed in this artidde
L9 9 - Alean P/ provides a suitable working model for assessing discre-
1.3 n Camphell C tionary environmental measures that have been taken
1.3 i Al - G by the companies surveyed. Since the discretionary in-
*I* = process orienieed; G = prodact oriented dicators in this study have not been correlated with

mental concerns throughout their operations. Con-
versely, these results of discretionary activitics may be
the resull of process-oriented lirms feeling obliged to
improve their corporate image, since their environ-

wental record has become questionable in the eyes of

the public. At present, cansumer pressure is mounting
regarding the type of produds requited by socicty.
This would suggest that product- or conswncr-ori-
ented companies are at an earlier stage of response
and are starting to integrate envitoumental concerns
more within their organizations. In the future, the rel
ative positions of process- ane product-oriented firms
may well change, as the Jatter increase their response
to oulside pressurcs. Moreover, the levels of ranking
for each indicator inay change, as an action that is
deemed proactive today may be considered appeasing
in the future.

The vverall ranking of companics is not overly sen-

cconomic or legal responsibilities, the results do not
hold any predictive power lor the surveyed companies
in these latter iwo categories. In fact, the ranking of a
company in these otlicr aveas of responsibility could be
yuite different from rankings on the discretionary
scale, _

The results oblained [rom using the suggested in-
dicators are meant to be descriptive rather than pre-
dictive. Lven so, the results are varied in their repre-
sentativeness of a company's performance regarding
the cenvironment. The board ot direciors produced
low results as an indicator, but this is a significant area
of development for discretionary activity for compa-
nics #and should be pursued. The eavironmental af-
fairs function is also an important indicator of compa-
nies’ commitment (v institutionalize envirvomental
concernis. The examination of the annual report
should be included in any study of corporate discre-
tionary perfurmance, sincc it is one of the few picces
of publicly available reporting on the companics’ activ-
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ities. Corporate vecycling programs are essential to en-
vironmental issues, but the line between discretionary
and regulatory-driven decisions becomes less distinct,

Company products and philanthropy, on the other
hand, produced survey responses that are misleading.
Environmentally friendly products must be dealt with
In a qualitative way until a standardized definition is
agreed upon. Philanthropy, as an indicator, cannot. be
examined in isolation from cammunity support, which
is evolving as a very important indicator, -

Further studies of discretionary activities should in-
clude the examination of promotional and operational
budgets as applied w community projecis for indica-

" tons of environmental comimnitinent. An essential com-

plementary study to thiz article wauld examine other
categories of corporate social responsibility, such as the
legal, economic, and ethical, as outlined by Carroll

(1979). Linkages between these categories and the dis-

cretionary element provide an important focus for fu-
ture research, Finally, the {ramework should be ap-
plied to other companies that do not have a known
record in envirunmentd issues and @ smaller finns
for all categories of corporate respounsibility.
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.’ ness is something new for Dow, which “-
:"in the mid-1980’s fought the Environ-

“s]p the old days, the environmenta

manager was the bearer of bad news, :

S5 it is typical of the things that have | = i j¢nota member of the Dow advisory ’ a_janitor With a tie," said J. Gary i | to its ‘rglelxlth{)?lll{ gr::_l; gizge:::i(lall%luf:n
. .- happened since. Mr. ‘Buzzelli was.| i council, sald., the company’s new “Taylor, publisher of the newsletter. perfun i ah gnab'illties amounting:
71 named two years ago as the copa- | . gpenness is a step in the right direc- | prvironmental Health & Safety Man- :E°°mpa§ ez a\; millions of dollars to
© . py's first corporate vice president for tion. “It's possibie to work with these | zoement, “But a guy like Dave Buz-, §to hundre hs o1 nillions of 00 wastes
environmental, heaith “and -safety people, even if we do not agree with | o1 has the respect of line managers, clean up chemic :

matters, .0 L .
., Now, Dow has a program in-place
1 to cut its key toxic émisslons in haif -
» by 1995, Plant managers who once -
ignored anyone beyond the fence are

forming community advisory panels
“t"and. Inviting the nejghbors In to see
. how. things are done, And the compa- |
“* ny has pledged — at least In theory —
- to phase-out products and applica-.

ibility” .oy dumped over the years.
B ol predxbili}tay - titl‘ieéfx(“)et:) show- . #\We established -the first toxicol--
i 1:\:;: er 'an‘l]zz;aon’ charts of > 'ogy testing lab in history in 1935, Mr.
e t(())n t(:cfr[;)ofations. as the com-! !Buzzelll said. 'We started p;)ll__utmn;
.g}::i{y a‘r)ld cost of méeting anti-poliu: prevention program inl 191?5 ”glc)‘?\:;s’:‘ !
tion regulations has risen and public . it.made sense fCOPXF :as yi’é ow's,
cancerns about environmental islsues o ‘all?{‘kep , l;ig\écr:; g?'dd ;;') [gd R 1%8;3 o
: into S/\]Ch aws ' ) ) h v 2
| hivtfx: 33";::&':3“;53 é:r;ean Alr acts.” ! often cited by environmentalislts as &
: E" ?\ccording to Arthur D, Little, a con-- i good examplg off;x%\rncorr;%ar‘: :esscf%rx]' .
- tions that do not meet environmental A g fiem In R bridge, Mass, i & ave money Ydl“ rgéd s
steadards R : of the top 100 manufacturing compa- materials once ;scad d as e mo'st‘;‘
. nies In the country Be¢ G pxies}-_ 6f%g::shg réf?(;]rzt:eiwié?ergngertaken at’
F | ' ‘ : tal af- || , . undert
‘ demsiinlcgt;al\r%e (f):oe:lv;ggir:]n;ggo. cL ! the operating jevei, with little compa-.
, fairs In 1995 102 < ny-wide coordination. “E.H.S. was not.
‘ .. . » ' | | . ; very well integrated,” he said. .
. His job, he said, is to *bring togeth-,

,everything they say,’”’ he sajd.







