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Relevance and state of sustainability reporting

1 Relevanceand state of sustanability r eporting

In a world where ecological calamities, environmental pollution and the ongoing climate
change are part of the daily news, a worldwide rethinking has b&gisputs prasure on
companies to account for the impact of their business and actions on the enviromaietyt, s
and economy. Therefore many companies started to publishnsislity reports in recent
years. he latestof KPMG’s internationakurvey aboutCorporate Sustainality Reporting

of the world’s largest compantgsrovides evidence about this trema 2008 nearly80% of
the 250 largest companies worldwide issaeslistainability reporCampared to 2005 this

an increase of aroun@0% Among the lagest 100 compaes in 22 countries, the average
reportingrateis 52%, with the highest rate in Japan (88, followed bythe United Kingdom
with 84%.% Looking atGermany’s largest 100 companiaspund half(47%) of the comp.-
niespublished asustainabilityreportin 2008, compared to 3% in 2005 By taking a closer
look at theGermanDAX 30 campanies over 8C% issueda sustainability report in 2008n
20050nly 53%.3

With the rapidly growing numbeaf sustainability reportghe variety of definitions and inte
pretatians of sustainabilityincreasedThis research papéoes notry to find the right definr
tion of sustainability Within this research paper, sustainability refers to eaetinity of a
company that is supposed to harémpact on the environment, societyecommy.* It does
not define whenactly a company can be called ‘sustainable’ or when a comgny needs to

be called ‘unsustanabl€.

Neverthelessthe question that arises i$Vhat is the reason for tlggrowing number of can-
panies issuing austaimbility report? The overall divers for reportingunder the largest
companies worldwidavere revealed by KPM&In thefirst place ethical reassrare ma-
tioned followed by economicalonesand eputationand brandon third place The situation
under Germa canpaniesis similar® andin accordance witthe maingoalsof repating stated

by Herzig andSchalteggerwhich are thdicense to operategspectively thgustification of

! These are the Global Fortune 250 along with the top 100 atig®in 22 countries.

2 See KPMG (2008), p. 136.

¥ See KPMG (2009), p. 9.

“ See ClarkeT. (2007), p. 271272; See Bennety. / Burritt, R./ Schaltgger, S.(2006), p.23.
®> See KPMG (2008),.p18.

® See KPMG (2009), p. 20; See Pricewaterhouse€ma(2010), p. 34.
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Relevance and state of sustainability reporting

corporate activitiesvhich have social or environmental impaitlowed by theincrease of
reputation and brand valtieConsidering the goals amdasondor reporting the assurption
thatthe company not only needs to act respolyshiut also needs to issue a reliable and
starding report is not far-fetched A report shouldprovide transpareninformation which

helps the readeto get an objective picturabout the performance of the compaHgre it is
essential to mention the role of tBestainabilityReporting Guideline&3 of the Global -
porting Initiative® These Gidelinesare the mostommonly use@ndhence influentiatjuide-
linesworldwide® The publishedReporting Principlesand ‘Reporting Indicatdrof GRI can

help comparesto improvetheir reporting as well as give guidance on the first steps towards
sustainabiliy reporting'® Besides the GRI guidelines, the European Federation of Financial
Analysts Societies (EFFAS) and the Society of Investment Professionals in Germany (DFVA)
publishedguidelines on generaustainability eporting topics as well as industrgpecific

Key Performance IndicatefKPIs) for environmental, social andgernance aspects Cur-
rently, there are ntegally binding guidelines for sustainality reporting Thusit is still up to

the company which gdelines to use or to develop company ogwmciples for reporting.
Nevethelessthe quality of reportinghasincreasedn recent yearandmanylargecompanies

worldwide have made significant progress éporting*

The importance of a transparent and qualitative reporting préeaanes edentby looking

at a survey fronBustainAbility, KPMG and GRI. The survey stated that 90% of the readers
changed their view on the comparfieareading the report and 85% of thémna more pds

tive one.ln addition the reading of reports helped the readedecide which products to buy,
with which companies to start a relationship or to make an invesim&hThus reporting

can improve the competitiveness and therefore pasdive effecs for the compny.

However not only thequality of reportingimproved, also a more sustainable perfamce
can berecorded This goes along with a greater emphasis to integraséasiability aspects
into the managemenprocess.The Corporate SustainabyliBarometer, pblished by PWC

" See HerzigC./ SchalteggerS.(2006), p. 302.

8 See GRI (2006).

° See O'DwyerB./ Owen, D. L.(2008), p. 394; KPMG (2008), p. 35.

12 See GRI (2006), p.-8.

' The focus on Erivonmental, Social and Governan@pects is also called the EStpproach.
DFVA/ EFFAS (2010)

12 See SustainAbility / Standard & Poor’s / United NationsiEmment Programme (UNEP) (2004),
p. 2021; See AccountAbility / csrnetwork (2009). 3.

13 See SustainAbility / KPMG / GRI (2008), p. 8.
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Relevance and state of sustainability reporting

confirms that moreand more ofhie largeGerman companies integrate sustainabildye&ts
into their core busines3hey increased their effortewardsa sustainablgproduct rangend
consideed moresustainability aspects in tinesupply chain and productionqueses’* The
same pictte can be drawn from the analysis 8ystainalyticswhich analyzed théDAX30
companies and came to the conclusion that most of the DAX comspasheeved a solid pe

formance™®

The reflection of the relevance and statesoftainability reportinghows tlat not only the
number of companies that publish a reg@srisenbut also the quality afeportinghasim-
proved Thisleads tahe assumption anti¢refore the hypothesid this research papdhat

‘High quality sustainability reports atlee nom amaig the TecDAX 30 companies’

The TecDAX comprises 30 of Germany’s largest companiesby market capitalization and
stock exchange turnovdrom the technology industryThe illustrdion 1 below gives an

overview ofthe revenugin 2009.

Revenue in Mill. €

12

Tias.

0<=250 250=500 500=<750 750=1000 1000=1250 >1250

No. of companies

L N = R =) B @ o]

lllustration 1: Revenugsof TecDAX companies in 2009

Most of the TecDax companies avperating in the Photovoltaic industry, followed by the

industries Telecommunication and Engineering, sedtustration 2

“See PWC (2010), p. 12.
' See Sustainalytics (2010), p. 3.



Relevance and state of sustainability reporting
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lllustration 2: TecDAX Industry Split

Thedecisionto evaluatetite TecDAXcompanies is obvious since they are lisaéthe Frark-

furt Stock Exchangewhich means that thelyad to complywith higher transparency st@n
ardsand therefore showed their willingrse$o an open andiransparent reporting potice.
Another reason to choose the TecDAX companies was an anhlyQuick and Kacinski in
2006 about the quality of reporting among the HDAX companies, which includes the DAX,
MDAX and TeeDAX. From the 110 HDAX companies, only 26 could be considered because
the obers did not provide enough information on sustainability asgextsnone of thee 26
companies was listed in the TecDARuUrthermoreand even more istestingly, the reporting

performancef these26 companies was not sag#ig.*

This research paparoriginal intention wasto show that the TecDAX companikad by 2010
not only understood the importance to publish a sustainability reporhadyiut enough
fort into providing a reliable,transpaent and completaeport which helpstakeholdersn

their decision making poess.

16 See KocinskiM. / Quick R.(2006), p. 622, 63B34.
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Methodology

2 Methodology

The objectiveof this analysisvasto evaluate and compatiee scopeandquality of the cur-
rent practice in sustainability perting within the TecDAXcompaniesFor the evaletion, a
setof different indicatos had been @veloped andvereembedded ito a scoring systemit
needs to be pointed out that this analgiisnot evaluate the actual sustainable performance

of the TecDAX compnies.

2.1 Developmenof Indicators

The Reportig Guidelineserved as a basis for thevelopmenof therelevant indietors.*’ A
secondsourcewas theanalysisby Quick andKnocinski about the reporting pctice among

the HDAX campanies'® Furthermore, byhoosingrelevant indicatas, the fdlowing thought
helped ‘Which information should a report contain and how should those informatiorebe pr
sentedto enable thauser toget an objective picture of the performance of the company and

therefore spport thedecisionmaking process an alequate wg?’

In total, 74 indicatorswere devebped. Theseéndicatos are subdivided ito 4 categories,
’ManagementApproach andReliability’, ‘Communication, ‘Completenessand ‘Preserd-
tion of Indicatos’. The first categoryManagement Aproach andreliability’ was developed
basedon the questionCan you believe whahe company preserfisCertainly manycompa-
niesstatetheir commitment towardsustainability;howeverit is difficult to find outfrom the
outside whethesustainaldity is an integrate part of the maagement philosophy dras just
beenstatedfor image reasond he first categoryvanedto observe thi®y analyzing whether
the executive board ofir@ctors is stating their commitment, if the vision or mission of the
company isbased orsustainableaspector the management stem is based on thosk.has
also been analyzedluntaryparticipationin projects or associatiormsmdmonetarysupport of
initiatives, with social or endronmental background-or the development of the category
‘Communication the central question wdslow does the company communicate thes-su
tainability responsibility? Here structure, layout and accessibility of the report were @valua
ed along withstakeholder engagemetakeholder engagementdsfinedby the GRI 3 R-

porting Guidelines as a very important part of pregasustainability reports, since it can

" See GRI (2006).
'8 SeeKocinski, M./ Quick, R.(2006), p. 641644.
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increase the quality of reportifid) The third category ‘Completenessis divided into three
sub-categoriesparticularly economic, enviromental and acial performance. Each of these
three subcategories contamindicatos that aralyze if the company igeportingon the key
topics ofsustainability The indicatorsare dosely linked to the recommendationsef material
sustanability performancenidicatas of the GRI3 Reporting Guidelines/Nhile thiscategory
evaluates the quantity of reqing, the last category ’Presentation of Indicatsl, evaluates
accuracy, comparability and clarity of reportpdrformancendicatos. The last cegegory is
seen as & most important one, sindais essentiato give the usermoverviewof the current
performance of the comparandto enablehim to understand changes in therfpemance
Hence, the category ‘Presentation of Indicatbrencompasses indicatoisuch as‘Total
amounts and year to yeafformation given, ‘Explanation for(un-) favorabletrendsgiven’
and ‘Classification by Indicator givénThecategory also analyzes if the companyiisvid-
ing information and explanations on missing data or indisatts on the one hand there are
no binding regulationand on theother handsustainability reportingis a very new topidor
some companies, ttompany should at least give explanation for incomplgtemationor

reports.

The allocation of all Z indicators to the fourmaincategories can be fad inappendixi.

2.2 Scoring System

A rating scale has been developed to get an overall piofulee currenfpractice within the
reporting of the TecDAX companies and to be able to determine frestice in sustairmal-
ity reporting This rating scale helps to evaludte degree of fulfilment of eadhdicatorand

is scaledrom O to 2.

0 =indicatorhast not been fulfillednd canpany does not provide any information
1 =indicatorhas been partly fulfillednd compny provides partly information

2 =indicatorhasbeenfulfilled and company providecomplete information

Since eachndicatorhasdifferent impatance,it wasweighted with the factor.B or 1. For the
total score within one category, the score of aaditatorwasmultiplied with the weight of

the indicatorand summed up tgetthe total score. Accordinglyhis scoring approach takes

9 See GRI (2006), p. 10.
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into account that not every category has the samp@rtancewithin the maximum score of
136 mints, which can be seen illustration 3. The total scoring system and the weights of

each indcator can be found in appendix

_I Management Approach and Reliability

H Communication

[ Completeness

H Presentation of Indicator

lllustration 3: Importance of each category

2.3 Object of research

All reports statementsand nformation of the social, environmental and economic perfo
mance that were publicly available from thec&@npanies listed in the TecDAX were indtu
ed in the object of research. Thustandaloné sustainability reports as well asctionsin
the annualeportdedicated to sustainabilityereanalyzed. In casthat none of the previous
was pblished,informationon websitesvaspart of theobject ofresearchThe title ‘Sustaim-
bility Report was not a selection criteriokverything that was reported umdeheadinge-
lated tosustainability like ‘Employees and social responsibilityCorporate Social Respe
sibility’ or ‘Sustainability has been afyzed. Additional information that was not available
within the reportwasonly taken into consideratignf it hadbeenreferred tait explicitly. In-
formation was evaluated thatvas available until 28 of February 201, thereforeall infor-

mationreferto the eporting period of 2009.

A total of 18 companiesvastaken into consideration for the evaluatiorttodr reporting pe-
formance The remaining twelve companie$ the TecDAX (40%) neitherreport on their
sustainable performancemstate their commitment towards sustainahiliye sgtainability
statementvas not considered, becausedid not provideany substantiainformation. Fur-
thermore one companyhad published an"Environmental Reportwhich cansistently only
includes information on the environmental performance of the compaisraises the quse
tion, if sustainability reports can b@mpaed 4 all, since there are nainding rules regub-
tions or definitions onsustainability reportingThis problemwasalsodiscussedy Daub &
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Karlsson?® However, this research paper considered everythinghtmtbeerpublished by
the companies and headed enthe approach ofustainability. Therefore, alscommitment
statemerg towards sustainability and very short and rather general reportdbaneconsi-

ered.

% See DaubC./ Karlsson Y. (2006), p. 562.
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3

The following illustratiord provides an overew of the total scores of each company. Here it
can be seen that the achieved scores strongly deviate from each other. The average score over

all four categories i49, which 12 companies did not achieve. Only 3 cammgs achieved a

Sustainability reporting of the TecDAX companies

score of over 50% dhe total possible score of 136. Thisaisather disappointingesult, &-

pecially considering that 12 companies did poblish any information. itan, however,

serve asfirst indicationagainsthe hypothesisthat high quality sustainabilitygports ae the

normamong the TecDAX 30 companies.

SolarWorld AG
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By having a lookat the averageachieved score p@ategory, shown ilustration5, the -
satisfying result can bespeciallyexplained by low sores inthe categoryPresentation of

Indicators’.

lllustration 4: Overall performance.
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140 136
120
100
80
60
40
20

Management Communication Completeness Presentation of Total
Approach and Indicator
Reliability
M Avg. score M Max. score

lllustration 5: Comparison of average score to maximum score.

A detailed overview of the scores of each category willdeied below, with thet@mptto
find answers fothe low performancelhe detailed score of each company and bycatdr
can be found in appendix 2.

3.1 Management Approach and Rialbility

The average score in the first category of the scoring syst&mwigh the highest score of
23.5 and the lowest a2. The maximum possible score W2& which leads to an achiewment
rate 0f33%.

The majority of the companieid not report on their visions, missionsorporate stragiesor
company guidelinesTherefore it is not observable if those are based onasuability as-
pects. This factaisesquestionsaboutthe management approach and the reliability of ¢he r
port.

Oneindicator of this categorgnalzedthe use of guidelinedor reporing, like the GRI 3
guidedlines. It can be stated that there is a llmdtween the use of the GRI 3 guidelines and the
quality of the report. The top two compantes/eused the guidelines and as shown insHlu
tration 4, these companies havevary high score and achieved 94% an@o08&f the mak

mum score.

Other Indicatos aked forcertifications on standards of the International Standard Omaniz
tion (ISO). Here, specidbcus wasonthestandards ISO 14001 for an effective environmental

management system, 1ISO 9001 for Quality management systems and 16001 for Emergy ma

10



Sustainability reporting of the TecDAX companies

agemat systems. Those standards are procedural standards with the main focus am the ma
agement process and therefore do not provide guidamceporting?* However thelogic to
include those indicators was the assumption that a certified managerstent sgud be an
indicator for a more qualitative report, since the compaEmgady showed itsommitment to
facets of sustainability arttence bemore likelyable to providea meaingful report Even so,
eleven companies are certified with the ISO 14001 and sewmpanieshavea certified
Quality management systemo correlationcould be identifiedoetweena morequalitative

reporting orsustainabilityaspectand a certified managementssm.

Unsatisfactory resultave to be statedn the indicatorinternal’ and ‘external’ assurance.
Whereas six companies reported on internal assurance, for instance through compliance offi
ers, only one compartyadsoughtexternal assurance through an independent third patty. E
ternal assurance of reports worldwide and witldermany has increased and is mostly
achieved by major accountancy organizations or through certification bodies, namely by the
nonprofit organization AccountAbilityThe external assurance can be basdti®assurance
standard AA1000 AS or the Interimial Standard on Assurance Engagements ISAE 3000
issued by the International Auditing and Assurance Standards Bi#e3@).?> However,

apart fromone company, none of the others have taken further steps to increase the credibility

and hence the ofidencein their reports.

Thevariety of dfferent indicators were supposed to detdcgspects of sustainability ane-i
tegrated intohe management and if there is@porate commitent towards sustaghility,
which eventually would lead to a more reliabielaneaningil report However the low av-
eragescoreof this categorydoes not show definite commitment.On the other handver
70% of the companidsavereported on the indicatofVoluntary particigtion or membership
in projects, associations or imdtives as well as’Donations and incentivesCertainly these
arealso aspestof corporatesustainability but by putting so muchmaphasis on reporting on
these indicatos, the sustainability repornight loseits credibility . The reader might come to
the opinion that the company seeastainability reporting as an instrument fgreen wal-

ing’ or just as dnice to have

L See AdamsC./ NarayananV. (2007), p. 81.
?25ee KPMG (2009), p. 480; See KPMG (2008), p. 656; See SustainAbility / Standard & Poor’s /
UNEP (2004), p. 32.
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3.2 Communication

The highest average score compared to the maximum score naachés/ed within the ¢a
egory ‘Comnunicationi. The awerage score wak0 compared tahe maximum possible score
of 20. Most reportdhad a good sticture andried to avoid unnecessary informatidrhe lay-
out as well as illustrations and picturgsreused in aneaningful and visuallgppealingvay.
However, nost companieslid notreferto additional informatiomor provided contact info-
mation for further questions or feedback. This goes along misisingstakeholder engag
ment.Only 3 companies seem te able to define their stakeholdemheydisclosel infor-
mation on who the stakeholders are and how theynamved in dedsions of reportingor
how they influence the corporate strategy towards sustainal@iitly these 3 companies-
gage in a dialogue with their stakeholdensl publish concerns, gai®ns or key topics raised
by the stakeholder within the sustainability rep8takeholder mgagementould be a critical
success factoand isregarded agmportant to buildup trust and strengthen cretily. Fur-
thermore it canenhance the quality of reging, sinceit can helpto decide about scope,co
tentand materiality ofthereport. The failure toengage stakeholdgmill most likely result in
inadequateaeports that are not fully credible to all stakehold&rEhe corredtion between
stakeholdeengag@ment and the quality of reports, can also been seen in this research paper.
The 3 companies that understood thmportanceof stakeholder engament achieve the

highest overall scosand are the top 3 companies.

Even theGerman corporate governancodex paragraph 4.1.1 has been restated to a moee stak
holder orientated view, saying that the management should leadntipamp with the overall goal

to sustainable value creation in the interest of the company, which means under consideration of
the interest of not only shareholders, but all in the company involved groups (stakeholder orient
tion). The analysis byihgnau and Kreklowabout the realization of thichange among the Ge

man DAX 30 companies shows that most of the companies still repagtfinancial KPls, which

is an indicator for their shareholder orientatidherefore itappearsthatmost of the companies

do not seestakeholdersbesides shareholders, significantinterestgroups and hencenot only

missthe chancéo engage with therout alsoneglecttheir intaess.

% See Unermanl.(2007), p. 8687; See KPMG (2008), p. 31; See GRI (2006), p. 10; See IsenRahn
Kim, K. (2006), p. 533.
4 See Lingnau, V/ Kreklow, K. (2011), p. 2, 10.
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3.3 Completeness

The categoryCompletenesswas divided into three sutategoriesto find out if the coma-
ny provides information on every aspectsoftainability The respective scores the sub
categories, ‘Economic performance’, ‘Environmental perfanance’ and ‘Social peformance,

can be seen in illusttion 6.

Avg. score vs. max. score within the category

‘Completeness’
50

40

30

20 M Avg. Score

10 M Max. score

Completeness Economic Environmental  Social Performance
Performance Performance

lllustration6: Resultsvi t hi n t he category O6Completenessd.

The lowestscoreis recorded within theconomic performangavith an achievement rate of

26%, followed by social (45%) ahenvironmental performance &@]J.

To explain the reasofor the low score within thecenomic performancet needs to be nme
tioned, that most of thdatawereintegrated into the annual repofthus, it could be arguel

that the information on the economic performance could be found within the annual report
and therefore do not need to be integrated in the sustainability rejoevever, for a co-

plete picture of the sustainabilitgportingperformance, the company needs least to make
referencesvhere to find this informatianThis was also the criteria fachievinga score

within the scoring system of thisesearch paper.

In the ‘Environmental performance’ sub-category, lhe majority of the comgmieshaverepot-
ed on the indicatofEmissioni, ‘Energy and ‘Water as well as ‘Expenditure and projects
relaed to environmental protection’. This isthe reason for the higécore of this sulcategory.
Some companieparticipate in the Gaon DisclosureProject (CDP), which i@ nonprofit
organization tht works on a constructive discussioetween sh&holders and corporations

about climate change and the need to disclose greenhouse gas emissions by lasge comp

13
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nies®> Other companiefave developeéhdividual projects or are member of projectith
third parties which besides of the high score, indicates that most of the compevieseh

izedtheir high responsibility towards thexaronment.

Within the social dimension, most companiésstratethat ‘Occupational health and sty’,
‘Training and education for employéemsd ‘Diversity and equal opportunityare understood

as important topics for the company. Also important seems to be thepaditic in projects

or associations that are relatedstrial aspects. Many companies support humanitari@ ass
ciations, localnitiatives likesportclubs,schools and universities or are engaged in projects in
Third World countries.

With 19 out of 40 possible pointsyr 47%, the category ‘Completeness’ achieved the second
highestscoreof all 4 categoriedlt provesthat atleast half ofthe TecDAX 30companiesre
aware ofthe most commotopics ofreporting foreconomic, social and environmental aetiv

ties.

3.4 Presentation of Indicatos

With 48 achievablgoints te category‘Presentation of Indicators’ was the most important
since here the concrete reporting is supposed to happeraverage scor&owvever,is only

11 points(22%), with an average of 3 pdmin the economic dimensio#,points in the ®rvi-
ronmenal dimension and doints in the social dimension, which can also be seen in dlustr

tion 7.

% See Carbon Disclosure Project (n.d.).
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Avg. score vs. max score within the category
'Presentation of Indicator’

48
50
40
30
20
11 M Avg. Score
10 3
M Max. score
0]
Presentation of Economic Environmental Social dimension
Indicator dimension dimension (Labor, Human

Rights, Society)

lllustration 7: Resultswvi t hi n t HPesestaionefgndiday. r &

Over all 3 dimensions, the majority of tbempamesdid not providetotal amounts on ind&

tors nor information of recent year® enablethe reader to identify favorable onfavorable
trends.If the compaies provided numbers of recent years, a lottbEm omitted to explain

the reasons for changeslower water consumption or G@mission may looKike a positive

step towards anore responsible use of resources and a greater attempt to protectithe env
ronment But if in the same reporting period the number of employesescut down by half

this developmentould change into a rgative trend since the water consumptmmCG

emissionperemployee mayave risenTherefore, it would be even ther to provide ratios.

In average only 7 companies got a sammethe categoryPresentation of Indicatsr with an
average achievementtemof 22% By comparing this result, with the result dfet category
‘Completeness where 18 companies got a score which resultedniraverage score d®
points (4%), it seemghat manycompanies state their commitment on several aspects-of su
tainabiity, but without providing any numbers or figurdeat prove their coimitment Just
because a copany does not provide any numbers or figuodsoursejt does not mean that
the company is not actirgustainabf or in a responsible waylowever if sustainability is an
integrated part of the management sysém seen as important as many compaeism, it

can beassumed that thelie a measuringsystem to provide the management with numbers.
And in that casethe company should be able to and actuadlye a selfinterest of providing

the reader with strongguments

In fact, t is stated indifferent analy®s that departmentbke Controlling, Finance and A-

counting are only slightly involved in sustainability management. Highly involved are the

15
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Sudgainability department, Health and Safety department, Environmental department and the
Communication departmenit seems like a lot of compas missto link sustainability a-

pects with financial information. This lack of invement can have a huge impao the ss-
tainablity performance of the company.o@sidered that thosegplartmentsnot only could
deliver decision and success Ievant information and numbers for the masagnt they

could also provide relevant numbers for the report and hence intirequality ofeporing.

% As a matter ofact, sustainability reportings a new topic for many companies and ther

fore not all relevant data can be provided. yébwever,the respective companies coudd
leasttry to give reasons fanissingdata asvell asinform aboutmeasuresor the availability

of thedata in the future.

3.5 Summary

With regard to the hypothesigligh quality sustainability reports are the norm among the
TecDAX 30 companiéswhich was stated in the beginning, tresults of thisesearch gper
falsify the hypothesisbesides the fact that 12 companiiéd notpublish any inforration with
regard to corporate stainability. Only assumptiacan be made about reasons for the overall
low result, as well as the in average low ssavéhin each categoryirst of all, he majority

of the companieddo notengagetheir sakeholderseither in preparing the sustainabilitg-r
ports nor in discussiongabout corporate sustainability, although they are theswudehe e-
ports.Only if stakehotlers are involvedmeaningful reports that meet expectations of readers
can be created. Secondly, mostle companies investigatatb notpublishmeanngful and
comparable indicatsrthat clealy state their sustainability performance. Therefore, thearea

is incapable of getting an objective picture of the company or to use the report for benc
marks.By publishing inconplete, meaningless aittransparent indicateythe efforts of the
companycould be interpreted as a lack of management commitmerirdsvsustainabiy

and seen agist an dtempt to go with the trend hysing not to much timeand moneyThis
lack of commitment is also reflected by tlesultof the category ‘Managemenfpproach and
Reliability’. Many companies do ngtrovide informaibn whethercorporatevisiors, goals
strategie®r management approaakhebased on aspexdf sustainability All of this criticism
couldlead tothe impression of “green washing”, which might resultin an even more negative

imageof therespectiveecompany, compared to the effeof not reporting anynformation.

% See PWC (2010), p. 585; See HerzigC./ Schalegger S.(2009), p. 3133.
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Furthermore correlations between the revenue or sitzeeafompany and the quality oé+

porting could not be identifiedOn the other handt has been noticed that the top 3 camp

nies are acwe in the Photovoltaic industry, followed by companies from the Medical techno
ogy and Biotechnology. Companies fraime Photovoltaic industrymight alreadyhave a

‘greeri imagebecause of their products or serviclest it also looks as if these companies
understand better to convince the shareholder of gheeri imageby publishing meaningful
reports.A correlation between the size of the report and the overall quslaiso evident

Some reports or rather statements towards sustainability only s@mdpdwo or three pages.
Those statements were mostly integrated into the annual report and did not provide enough
information for a qualitative repor&tandalone reports were much morengarehensive and

therdore got a higher overall score.

As mentione before the analysis of sustainabiligporting was not only intended to prove
that high qualitative reports are the norm among the TecDAHpaaies, but also to give
evidence that the trend to publish sustainability reports carbservedwithin the T&DAX
companieslt remains to be seemhetherthis trend willlead to widespread and valuablessu
tainability reports especiallyagainst the backdrop @hnouncements of sontempanies to

publish a reporfor the first timein the near future.

17
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4  Conclusionand Outlook

This research paper indicatést there is a huge gap betwekarequirementshatliterature
and guidelinestatedon sustainability reporting and the current practice within the TeécDA
30 companies. This gamight lead toincomparablgin-transparentaind incomplete reports
that do notmeet the expectatiorend need®f the readerThe lack of binding guidelines,
rules or regulationsmakeit difficult for the company to decide how astairebility report
should looklike. However, it can besxpectedthat the current practice ireporting will
change in the near future, either through binding guidelines or by companies orientating
themselvespecifcally on “best practice reports” that are awarded by the rising nungef
awardsand rakingslike theCR Reporting Awardy CorporateRegier.cont’, GRI Readers'
Choice Award€®, IOW/future Ranking ofSustainability Reports or the Accountability Ria
ing*®. Another driverhigher qualityreports could also be found in a stronger attemphto e

gage stakehders, which has not been done with enough effort so far.

The results of this researckearly falsify the hypothesifHigh quality sustainabilityeports

are the norm among the TecDAX 30 companiewever, the mentioned analysisd fird-

ings of the redvance and state of sustainability reporting show that this topic is becoming
increasingly importantMany large comanies worldwide not only show that they act more
responsiblyin the use of resources but also understand to communicate their commitchent an
actions in a transparent walherefore, the TecDAX companies will have to put mare e

phasison sustainability eporting.

Even though this research paper was focusing on large compamies, no circumstances
should sustainabiy be considered as aptic that is only relevant fahose It could be argued

that large companies might have the biggest impact on the environment and society, but the
urgency to be more careful in the use of resources and with the environment, needs-to be u
derstood from eve@rsingle person. Therefore, sustainabitbuld also be addressdxy Small

and Medium sized Enterprises (SMs). To supportSMESs in sustainabtly reporting and to

fulfill their special requirements, the Global Reporting Initiative published a handbook

" See CorporateRegister (2011).

% See GRI (2010).

9 See Institute for Ecological Economy Research (IOW) / future (2010).
%9 See AccountAbility (2008).
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providing guidance on the whole praseof sustainability reporting.A survey by IOW illis-
trates that SMEs, especially family businesaggady see the importance to go with the trend

and to pilish sustainability report&:

In summary,more and more copanies will be faced with the questioh publishng a sts-
tainability report. The pressure to report wilcreaseno matter if this pressure is coming
from shaeholders, employees, suppliers, customers or other stakeholdessgoes along
with an increaing number of high quality sustainability reports and therefore rising esquir
ments of sustainability reptng. All this will result in @ eventougher competition in the

near future.

3 See GRI (2010).
% gee IOW / future (2009), p-%
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Appendix 1: Scoring System

Score (0-2) Weight-factor (0,5/1) TTL score
Management Approach and
Reliability
1 Statement from executive board 2 1 2
2 Vision/ Mission/ Philosophy based on sustainability aspects 2 1 2
3 Sustainability goal/strategy 2 1 2
4 Integration of sustainability aspects into management system 2 1 2
5 |Standards Environmental Protection ISO 14001 2 1 2
6 Quality ISO 9001 2 1 2
7 Energy management ISO 16001 2 1 2
8 Occupational Health and Safety OHSAS 18001 2 1 2
9 |Reporting Guidelines GRI (Global Reporting Initiative) 2 05 1
10 DVFA (German Society of Investment Professionals) 2 0,5 1
11 Code of Conduct 2 0,5 1
12 Company guidelines, principles based on sustainability aspects 2 1 2
13 Internal assurance 2 1 2
14 External assurance of report 2 1 2
15 Awards 2 0,5 1
16 Voluntary participation/membership in projects, associations and initiative 2 05 1
17 Donations, Incentives 2 0.5 1
TTL score 28
in % 21%
=
18 Structure of report 2 1 2
19 Layout, pictures, illustrations 2 1 2
20 Contact information for questions on report or content 2 1 2
21 Li ce to ir d 2 1 2
22 Accessibility of report 2 1 2
23 Clarity (acronyms, jargon, glossary, abbreviations) 2 1 2
24 Avoidance of excessive & unnecessary details/ information 2 1 2
25 |Stakeholder engagement Stakeholder identification 2 1 2
26 Stakeholder communication & involvement 2 1 2
27 Publication of outcome & evaluation of stakeholder concerns (key topics and 5 N 5
concerns raised by stakeholder)
TTL score 20
in % 15%
[Completeness
[ 28 [Economic Performance Directly generated financial value (revenue, sales..) 2 1 2
29 Distributed financial value (operating costs, other company expenditure, 2 1 2
payments to capital providers, investments in communities...)
30 Salaries, wages, employee compensation, social benefits (Entry-level salaries in 5 N 2
ison to local minimum wage)
6
31 |Environmental Performance Material 2 1 2
32 Energy 2 1 2
33 Water 2 1 2
34 Emissions 2 1 2
35 Waste 2 1 2
36 Training for Employees 2 1 2
Products and Services (environmental impacts of product and service; packaging 2 1 2
37 material)
Expenditure and projects related to environmental protection, initiatives to reduce 5 N 2
38 environmental impacts
16
39 |Social Performance Employment (workforce by contract, region; turnover rate) 2 1 2
40 Qccupatlonal Health and Safety (rates of injuries; absenteeism; prevention and > 1 >
risk control programs; sport program)
41 Training and Education (soft skill t ingngée 1 2
Diversity and Equal Opportunity (ratio salary men to women; employees by age, 2 N 2
42 gender é)
43 Discrimination (incidents of discrimination; prevention of discrimination) 2 1 2
44 Human Rights 2 1 2
45 Child Labor 2 1 2
46 Corruption 2 1 2
47 Expenditure and projects related to social aspects 2 1 2
18
TTL score 40
in % 29%
Presentation of Indicator (Accuracy,
Comparability, Clarity)
| 48 [Economic dimension Total amounts/ absolute data on indicator given 2 1 2
49 Year-to- year - information given (trends) 2 1 2
50 Classification of indicator by segment/type/function 2 1 2
51 Basis for calculation described 2 1 2
52 Explanations for unfavorable trends given 2 1 2
53 Explanations for favorable trends given 2 1 2
54 Reason for missing data/Indicator given 2 1 2
55 Targets set, Improvements in future 2 05 1
56 Presentation of indicator (text, graphs, charts..) 2 0,5 1
16
57 |Environment dimension Total amounts/ absolute data on indicator given 2 1 5
58 Year-to- year - information given (trends) 2 1 2
59 Classification of indicator by segment/type/function 2 1 2
60 Basis for calculation described 2 1 2
61 Explanations for unfavorable trends given 2 1 2
62 Explanations for favorable trends given 2 1 2
63 Reason for missing data/Indicator given 2 1 2
64 defined goals,improvements in future 2 0,5 1
65 Presentation of indicator (text, graphs, charts..) 2 0,5 1
16
66 |Social dimension Total amounts/ absolute data on indicator given 2 1 2
67 Year-to- year - information given (trends) 2 1 2
68 Classification of indicator by segment/type/function 2 1 2
69 Basis for calculation described 2 1 2
70 Explanations for unfavorable trends given 2 1 2
71 Explanations for favorable trends given 2 1 2
72 Reason for missing data/Indicator given 2 1 2
73 Targets set, Improvements in future 2 0,5 1
74 Presentation of indicator (text, graphs, charts..) 2 05 1
16
TTL score 48
in % 35%
Overall score| 136
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