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A Sustainability Management System that meets all Standards

Executive Summary

Companies that want to introduce systematic sustainability management are confronted with a myriad
of standards and guidelines.

While there is a globally acknowledged standard for sustainability reporting, the Global Reporting
Initiative (GRI), there is no corresponding framework for sustainability management. The 1SO 26000
Guidance on Social Responsibility, which comes closest, is not designed as a management system
standard. ISO 14001 only refers to environmental management.

In recent years, further frameworks for considering sustainability aspects in corporate management
have been developed, such as, most recently, the OECD (Organization for Economic Cooperation and
Development) Due Diligence Guidance for Responsible Business Conduct in 2018. As the frameworks
use different wordings and are based on different mental models it is difficult to identify the similarities
and overlaps with ISO 26000 or ISO 14001 at first glance.

This study is intended to remove the confusion and provide an overview. For this purpose, the most
important components for a well-functioning sustainability management system were derived from a
selection of highly acknowledged frameworks (Table 1). Most of these frameworks are relevant on the
global level. Additionally, we analyzed frameworks which are only relevant in Mexico, Chile or Germany.

Table 1: Frameworks analyzed

ISO 14001
EMAS - EU Eco-Management and Audit Scheme
ISO High Level Structure for Management System Standards
ISO 26000
OECD Due Diligence Guidance for Responsible Business Conduct
OECD Guidelines for Multinational Enterprises
UN Guiding Principles on Business and Human Rights
SDG Compass. The Guide for Business Action on the SDGs
GRI Standards
. Equator Principles
. Sustainability Management according to BMU (2011) and PwC (2010)
. SGE 21. Sistema de Gestion Etica y Socialmente Responsable
. SA 8000 - Social Accountability 8000
. NMX-AA-162-SCFI-2012 Auditoria Ambiental
. Guia de sustentabilidad de la BMV
. AIAG Supplier Sustainability Self-Assessment
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These frameworks already contain a significant amount of expertise but they also focus on objectives
other than organizing sustainability management.

Therefore, in order to supplement the information from this desktop analysis, we conducted an online
survey with sustainability managers from Mexican, Chilean and German companies. Forty experts, who
work with their company sustainability management system on a daily basis, participated and evaluated
the management elements. The survey confirmed many of the results obtained from the analysis of the
frameworks. However, some management elements were given a different importance. By combining
the results of the survey with the results of our desktop analysis of the frameworks the twenty most
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relevant elements of sustainability management were derived (Table 2).

In addition, four roundtables were held in Chile and Mexico to discuss experiences, challenges and
information needs in the context of sustainability with executive officers and sustainability managers.
The participants were presented the main precepts of the study at the time. The discussions made it
clear, among other things, that an increasing number of companies are concerned with sustainability
management, but the diversity of frameworks and the lack of an overview constitute a challenge. For
more details see the results of the workshops in sections 8.2.2 and 8.3.1.

Table 2: The 20 most relevant elements for a sustainability management system

The 20 most relevant elements for a sustainability
management system

Area

For experts, the management elements identified might not be particularly surprising as they know that
management systems consist of an interaction between policies, responsibilities, processes and
improvement mechanisms. The structure presented here (left column) differs from the ISO High Level
Structure for Management System Standards, which is based on the "Plan, Do, Check and Act"
approach. In our opinion, the description of a management system aligned to the Plan, Do, Check and
Act approach has the disadvantage that it obscures the view of the central components of a
management system. So, compared to the ISO High Level Structure, the structure developed here has
the advantage that it is more universally applicable.

The 20 most relevant elements (right column) form a standard sustainability management system. Due
to the proceeding in the project (analysis of relevant frameworks plus expert survey) there is no doubt
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that a company, which implements these 20 most relevant elements will have a management system
that:

1 works well,
1 complies with international standards and
1 contributes to the fulfilment of sustainability-related customer requirements.

Naturally, one size does n o fit alll as these 20 management elements refer to management systems
in large companies. The smaller a company is, the easier it is to get an overview of certain topics and
can therefore omit some of these management elements.

And of course, a step-by-step introduction of the management system is possible. The management
system begins to work when the first components have been implemented.

Publications
The following publications have been prepared in the project:

study A Sustainability Management System that meets all Standards

(this The present study which documents the scientific work including the empirical results.

publication) It is targeting academics in particular. It is also addressed at organizations seeking to
create or improve frameworks and at sustainability managers who want to see the
results of the expert survey.

brochure Practical Guide for Companies developing a Sustainability Management
System

Guia practica para Empresas que desarrollen un Sistema de Gestion de la
Sostenibilidad

A practical guide summarizing the business-relevant results. It is designed according
to the needs of companies. There is a Spanish and an English edition

real-life Ejemplos Praxis de Elementos para la Gestion de la Sostenibilidad

examples Real-life Examples for Elements of Sustainability Management

A collection of real-life examples from leading Chilean, Mexican and German
companies. This collection illustrates how the essential management elements are
designed in practice. The Latin American examples are described in Spanish, the
German examples are in English language.

relevant Frameworks for Sustainability Management briefly described

frameworks  rief descriptions of relevant frameworks and guidelines for sustainability
management and reporting.

The publications are available at and
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l1|Backgr obynredc,t ioves uamed proced

11 Background

Over the past 20 years, the requirements for companies to protect the environment and to prevent social
grievances have increased significantly. Today corporations are expected to not only design their
products and their own production processes sustainably, but also to ensure that their suppliers adhere
to minimum standards in environmental protection and working conditions.

Drivers for this development include growing environmental problems, devastating environmental
accidents, cases of scandalous working conditions in supply chains, the strengthened role of NGOs,
watchdog groups, and, in some regions, a more critical attitude of the population. In addition, investors
are placing increasing demands on the companies in which they are active, through frameworks such
as the Equator Principles or the UN Principles for Responsible Investment (UN-PRI).

Contributions to competitiveness

The consideration of environmental and social challenges has become relevant to competitiveness: The
question is not whether a company must manage these challenges, but how it does so. Many large
corporations and some medium-sized companies have already implemented management systems for
environmental issues and sustainability.

For many years there have been studies on the advantages associated with sustainability management
(e.g. Pohle & Hittner 2008, Loew et al 2010). Managing sustainability in a systematic way essentially
helps to reduce environmental and social risks. In some companies, sustainability management even
further contributes to innovations and the development of new business areas. The German Ministry for
the Environment (BMU 2011) specifies the competitive advantages as listed in Table 3.

Table 3: Sustainability management’s contribution to competitiveness

Reduction of risks and costs

A Avoiding risk from non-compliance

A Protecting the reputation up to safeguarding the license to operate
A Understanding energy and material efficiency potentials

A Avoiding wrong strategic decisions

Increase of opportunities and revenues

A Attracting and retaining talents

A Improving access to capital

A Supporting innovations

A Contributing to the development of new markets, expanding existing markets

Source: BMU (2011), Institute for Sustainability (2011) (adapted)

Confusing variety of standards

Still many companies do not yet manage all their relevant sustainability aspects in a systematic way.
But companies that want to improve in this respect are confronted with a variety of standards, guidance
and other requirements. Most common are ISO 14001, the Equator Principles, the GRI Standards and
ISO 26000. In Mexico, the certification according to the Industria Limpia standard is also significant.

However, again and again new frameworks are created, must recently the OECD Due Diligence
|11
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Guidance for Responsible Business Conduct. There are also regional initiatives like the Guia de
Sustentabilidad de la BMV and the Sistema de Gestion Etica y Socialmente Responsible (SBU 21).
Furthermore, there are initiatives to promote sustainability in the supply chain, such as BSCI, E-TASC
and Together for Sustainability.

This variety is confusing, presenting additional barriers to companies to understand which framework is
best suited for them, in addition to trying to identify which of the requirements the company has already
met. This raises the question of how to establish an internal well-functioning and lean sustainability
management system regardless of a certain framework.

1.2 ObjecTovelet erhnei nmo st I mportant el em
sustainability management system.

The aim of our research was to identify the most important elements of a sustainability management
system. These management elements should enable companies to design their sustainability
management system in a way, that it contributes to a better performance of the company and that it also
meets the various external requirements to a large extent.

A clear understanding of the fundamental components of a well-functioning sustainability management
system is of value in several ways:

I Experiences of advanced companies are made accessible because their knowledge is
incorporated into this collection of most important management elements.

1 Companies with a sustainability management system in place can check how they can improve
it.

1 Companies that currently consider sustainability issues on a selective and ad hoc basis can set
up a management system that is both useful and compatible with the usual external
requirements (e. g. from customers).

I The standard structure and the management elements identified help to compare the
requirements of any new standard with existing frameworks.

13 Proceeding in the project

In order to identify the most important elements of a sustainability management system, the present
study systematically compares relevant frameworks such as 1ISO 14001, ISO 26000, GRI, and others.
Based on this comparison, relevant elements of a sustainability management system are derived.

But most of the important frameworks are not designed for the purpose of a management system.
Therefore, we had to investigate the needs and experience of companies. For this purpose, we
organized four round tables in Chile and Mexico where the current developments and challenges of
sustainability management and the application of frameworks were discussed. These four round tables
took place in

1 Santiago de Chile (April 10, 2018),
1 Concepcidn (Chile) (April 12, 2018),
1 Mexico City (April 24, 2018) and

1 Monterrey (Mexico) (April 26, 2018).

The roundtables in Mexico differed in several respects from roundtables in Chile. While in Chile, mainly
board members and managing directors participated, in Mexico mainly sustainability officers took part
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in the roundtables. Thus, the project has the advantage that sustainability management was viewed
both from the board-perspective and from the perspective of the sustainability managers responsible for
operations. As a result, the topics discussed in Chile varied from the topics discussed in Mexico.

In June 2018 the participating company experts, as well as sustainability managers from the
headquarters of leading German companies, participated in an online survey evaluating the usefulness
of the management elements identified in the frameworks.

The results of the survey, combined with the results of our desk-top analysis, provided the compilation
of the twenty most relevant elements of sustainability management from these frameworks.

Publications
The following publications have been prepared in the project:

Study A Sustainability Management System that meets all Standards

(this The present study which documents the scientific work including the empirical results.

publication) It is targeting academics in particular. It is also addressed at organizations seeking to
create or improve frameworks and at sustainability managers who want to see the
results of the expert survey.

brochure Practical Guide for Companies developing a Sustainability Management
System

Guia practica para Empresas que desarrollen un Sistema de Gestion de la
Sostenibilidad

A practical guide summarizing the business-relevant results. It is designed according
to the needs of companies. There is a Spanish and an English edition

real-life Ejemplos Praxis de Elementos para la Gestion de la Sostenibilidad
examples Real-life Examples for Elements of Sustainability Management

A collection of real-life examples from leading Chilean, Mexican and German
companies. This collection illustrates how the essential management elements are
designed in practice. The Latin American examples are described in Spanish, the
German examples are in English language.

relevant Frameworks for Sustainability Management briefly described
frameworks  rief descriptions of relevant frameworks and guidelines for sustainability
management and reporting.

The publications are available at and

2|Pr el i minary considerations

21 FocusFr amewor ks

There is quite a number of ecological, ethical and social requirements addressed to companies. Some
of these requirements have long been accepted, others are still being discussed controversially and
some are seen as rather exotic. For the relevance of the results of our research, it was important to
focus on frameworks that are recognized at least by experts. Therefore, the analysis was based on
international standards, guidelines and directives of internationally respected organizations. In reference
to the wording of the European Commission (2014), the term "frameworks" is used for these catalogues
of requirements. Examples of frameworks are the ISO 26000, the GRI Standards or the OECD
Guidelines for Multinational Enterprises.

The requirements of individual companies on their customers are not intended to serve as a general
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reference for companies. Therefore, these requirements are no frameworks.

The approaches fshared valued and ftradle to cradled outline business models. They are not a
compilation of requirements to be used by companies in general, so they arené frameworks either.

22 Ar easpeorfast/iaocnt ofvi s uesai nabil ity manac

When comparing important frameworks such as the already mentioned 1ISO 26000, the GRI Standards
or the OECD Guidelines for Multinational Enterprises it becomes apparent that, while the same topics
are addressed repeatedly across these frameworks, very different structures are used, due in large
part to the different perspectives of the organizations (e. g. OECD, GRI, ILO) that have drawn up
these frameworks.

In order to better identify the differences and similarities, it is helpful to use the fields of action for
sustainability management developed by Loew and Braun (2006, 2009) i shown in Figure 1- as a
basis (cf. also BMU 2006).

Figure 1: Fields of action of sustainability management
Corporate values
(environmental and ethical values integrated)
Strategy
(sustainability trends considered)
Management systems and controlling
(sustainability aspects integrated. With subsystems e.g. ISO 14001)
Internal and external communication, stakeholder dialogue

governance

Operational environmental protection Employees' interests

Consumer protection

Ecological product stewardship and customer interests

Environmental protection Working conditions and humanrights in
in the supply chain the supply chain

Compliance and fair business practices
(anti-corruption, fair tax optimization, fair dealings with suppliers & competitors, lobbying, etc.)

Corporate citizenship and support of societal development
(donations, corporate foundations, volunteering, support for suppliers, etc.)

Source: Loew Braun (2009), slightly modified

The structure is geared to the usual business functions of a company. The thematic areas, as noted in
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the above figure as par t seopeddie structured according to

1 Production: Operational environmental protection, employees’ interest

1 Product and sales: Ecological product stewardship as well as consumer protection and
customer interests,

1 Procurement: Environmental protection as well as working conditions and human rights in the
supply chain,

9 Cross-cutting aspects: Including fair trade and business practices and civil engagement.

To achieve improvements in these areas an appropriate corporate governance that includes corporate
values, a strategy, management systems and communication is necessary. In order to make the
sustainability-related components of corporate governance tangible, they are often presented
separately as, for example, sustainability values, sustainability strategies, sustainability management
systems, sustainability communication, etc. This is the case both in theory and in corporate practice.

However, sustainability related values should be integrated into the general corporate values, and
relevant ecological and social aspects must be taken into account in the classic strategic areas (e. g.
competitive strategy, portfolio strategy, HR strategy).

Similarly, a company should integrate its sustainability management, into its overall management
system that consists of different subsystems e.g. for quality, health, hygiene environment, etc.

The following figures 2 to 4 show that this structure can be applied to all frameworks in the area of
sustainability management. For each framework it is easy to see whether it covers all topics of
sustainability management or only a selection. Thus, the structure is also suitable as a basis for
comparisons, for the creation of bridge documents or even for harmonizing frameworks.

Figure 2: Areas of sustainability management covered by ISO 26000

Corporate values
(environmental and ethical values integrated)

Strategy
(sustainability trends considered) Organisational

Management systems and controlling governance
(sustainability aspects integrated. With subsystems e.g. IS0 14001)

governance

Internal and external communication, stakeholder dialogue

Environment

»
Operational environmental protect -1 Employees’ interests Human rights O
N
. (o]
) Labour practices 8
Ecological product stewardship Consumer prgtectlon o
and customer interests Consumer issues
Environmental protection Working conditions and human rights in
in the supply chain the supply chain
Compliance and fair business practices Fair operating
(anti-corruption, fair tax optimization, fair dealings with suppliers & competitors, lobbying, etc.) practices
Corporate citizenship and support of societal development Community involvement

(donations, corporate foundations, volunteering, support for suppliers, efc.)
and development

Source: Based on Loew Braun (2009)
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Figure 3: Areas of sustainability management covered by UN Global Compact

governance

Corporate values
(environmental and ethical values integrated)

Strategy
(sustainability trends considered)

Management systems and controlling

(sustainability aspects integrated. With subsystems e.g. 1ISO 14001) (communication

Internal and external communication, stakeholder dialogue on progress)

Environment
(principles 7-9)
Operational environmental protection Employees' interests

Human rights
(principles 1+2)

Consumer protection
and customer interests Labour Standards

(principles 3-6)

Ecological product stewardship

Environmental protection Working conditions and humanrights in
in the supply chain the supply chain

Compliance and fair business practices Anti-Corruption
(anti-corruption, fair tax optimization, fair dealings with suppliers & competitors, lobbying, etc.) (principle 10)

Corporate citizenship and support of societal development
(donations, corporate foundations, volunteering, support for suppliers, etc.)

Source: Based on Loew Braun (2009)

Figure 4: Areas of sustainability management addressed by ILO Tripatriate Declaration

Source: Based on Loew Braun (2009)

Finally, Figure 5 illustrates that the focus of the analysis done was the sustainability management
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system. As it will become clear, the adjacent areas of communication and dialogue, and strategy are
also addressed in the frameworks.
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