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he tenet that corporate reputation and profitability
are inextricably linked is a generally accepted view.
More recent evidence, supported by anecdotal
accounts, scientific studies and share price perform-
ance, draws a connection between a company's earn-

ings potential and its environmental, economic and social

stewardship, known collectively as sustainable development.
Thus stated, it follows that linking corporate image with good
corporate citizenship through effective communication of sus-

tainable development initiatives enhances a company's com-
petitive edge even further.

As more companies make the transition to sustainable

development practices, communication of this message

becomes a reputational and financial imperative. This holds
especially true for many resource companies srriving to over-
come unfavourable environmental histories, as they now work
to incorporate leading-edge sustainable technologies, progres-
sive social policies and standardized management systems into
their operations. While these efforts are commendable, some

segments of the broader public stakeholders remaln uncon-
vinced or unaware. Thus, bridging the gap between public
perception and corporate reality is critical if the full benefits of
sustainable development are to be reahzed.

The benefits of sustainable development are many, ranging
from reduced operating costs to increased producdon, to
greater favour with lending agencies when borrowing capital.
In pure business terms, its greatest impact is on the bottom
line. Early findings, as borne out by the capital markets, sug-
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gest that companies that practice sustainable development
tend to outperform those that do not, as illustrated by the fol-
lowing comparison of two Canadian equities portfolios.

Over a one-year period, the YMG Sustainable Value Fund
(a sustainabie fund for institutional investors which identifies
large and mid-cap companies that are leading-edge practition-
ers of sustainable development) posted a 4.8o/" higher return
than its TSE 300 benchmark, when holdings of the market
drivers of Nortel and BCE were balanced eouallv between the
oortfolios.

Bridging the gap between public

perception and corporate reality is

critical if the ful[ benefits of sustainable

devetopment are to be realized.

Conveying that a company is a genuine practitioner of sus-

tainable development is not without challenges. A company
with a sustainable development story to tell needs a cogent
and credible means to tell it. Inappropriate or inconsistent
strategies can hinder rather than help a company's good cor-
porate branding.

How then do sustainable development practitioners com-
municate their initiatives to a broad array of stakeholders?

One way is through the sustainable development report,
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. Total return of 34.3Yo over first year

o Outperformed the aQiusted TSE 300 by 4,8%

r Turnover is 63%
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lnformation ratio
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which has evolved from the
environmental report over the
past decade. Most widely used

in the resources sector, it is
starting to appear elsewhere.

There are currently between
150 and 200 such reports
being produced in Canada and

their production, according to
a 1997 CMAcorporate sur-
vey, is expected to become

standard business practice by
the end ofthe current decade.

A well-prepared sustainable

development report can con-
vey credibility, reach multiple
stakeholders and meet several

communications objectives.

"In myview, the sustainable

development report is a valu-
able tool for communicating
with our stakeholders," sals

Roben Telewiak. vice-presi-
dent. environment. at
Falconbridge Limited. "lt
allows us to discuss the issues,

state our targets and describe

the actions that we are taking
to meet those targets." This
can be particularly important
when a company is seehng
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support from a local stakehoider communiry, as David
Rodier, senior vice-president, environment, saf-ety and

heaith, at Noranda Inc., explains: "Our report has helped us

establish very good relations with residents of the communr-
ties in which \\re operate. If we don't have their support, \r'e

can't do business".
'I'he sustainable development report differs lrom its envi-

rorunental predecessor based upon the additional inclusion
of economic and social factors. Examples of environmental
criteria include effective handling of waste producdon, ener-
g'y conservation and land remediation. Examples of eco-

nornic factors are local hiring practices and efforts to develop

a wage-based economy, and the benefits to sociery include
support for transferable skills training, programs to preserve

heritage sites and comrrruniry enhancement efforts.
As companies change and diversift, new elements are

woven into the sustainable development report. "This has

certainly been the case with our report," says Helen Howes,
director of corporate environment at the Ontario Power
Generation (OPG), formerly Ontario Hydro. "\l-e started
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producing environmental progress reports in 1 98q for regu-
lators, using a scientific and technical format. As we recog-
nized thcrc werc other stakeholders, we expanded our distri-
bution and noved towards sustainable development reports,
directed at other stakeholders including the financial com-
n-runity and the conmunities in which we operated."

A.rrd they remain a work in propiress. "Last September rve

conclucted a one-day workshop which was critiqued by exter-
nal people such as academics, regulators, and rnerrrbers of the

financial community," continues Howes. "We expect next
year's report to be very diffurent as a result of the collective
feedback."

The technical narure, breadth of input and depth of analy-

sis notwithstanding, some stakeholders contend that these

reports are a sleek marketing document in disguise.
Likewise, a good argument can be made that unLike the

annual report, which offers little scope for massaging of data,

the sustainable development report allows fbr selective dis-

closure at the behest of the company. And, in recent years,

the question of the independent verification of these reports
has surfaced.

To counter these claims, many companies now opt for
third party attestation to further enhance the report's credi-
bility. Helen Howes says, "we reveal and explain everything
in our reports so no one gets a false impression. We take it
seriously, knowing there is a demand for information that is
traceable from source, but we also go the ertra step in having
our reports verified and validated through an external audi-
tor."

The acrual production of a sustainable development
report presents an ambitious challenge to the management
accountant, whose role is expanding to include developing
methods of evaluating a company's environmental and socie-

tal impacts, accounting for externalities, and refining and

identilying gaps in the reporting process.

The management accountant can be considered a iinch-
pin berween the corporation and the financial communiry.
On the subject of borrowing capital, for instance, the pres-
ence or absence of sustainable development documents is

an important criterion. "We want to make sure that envi-
ronmental issues are being capably managed, and that the
company we lend to is unlikely to get into serious environ-
mental trouble," says Sandra Odendahl, senior manager,
environment risk management at the Royal Bank.
"Environmental risk is one of many that we factor into our
overali risk rnanagement system because there are many
implications for us as lending institutions: collaterai and

credit risk, lender liability and reputational issues. When
iending capital, we may ask companies for their sustainable
development report, in addition to other pertinent environ-
mental information."

There is also a significant role for the management
accountant in bringing the sustainable development informa-
tion into the capital markets. Dr. Blair Feltrnate, portfolio
advisor to the YMG Sustainable Development iMutuai and

Pension Funds, says "management accountants should be

working to determine how their company is functioning as r
sustainable development practitioner, and then work with
Investor Relations to ensure that this infbrmation is being
conveyed to instirutional and retail investors. In this regard,

the sustainable development report can function as a key
communications vehicle"

While an indispensable tool to cornmunicate complex
information, the report is not without its limitations as a

general communications piece. Its length and technical
narure can make some people disinclined to read it. As a

document that is issued annually or sometimes less fre-
quently, the report does not cover the more recent
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lights key environmental per-
formance information to keep its
own employees up to date.

Reporting on sustainable

development can also take the
form ofknowledge exchange or
"sharing the learning." On a

local ievel, for example, Valerie

prosress. Forthese*^:1.:], The actuat production of a
is vital to have more than one
reportingtactic. sustainable devetopment repoft

Some companies issue short
andfrequentenvironmental presents an ambitious chaltenge to
communiqu6s or inFormation
pieces. Mostsustainable devel- the management accountant, whose
opment practitioners now post

environmentalinformation, rote is expanding to include
including their report, or 'L^:-
companyWebsites. devetOping methods of evaluating a
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societaI impacts, accounting for

externatities, and refining and

process.

Chort, vice-president of environment, health & safety at
Huslqy Injection Molding Systems Ltd., speaks to gradu-
ate students in the environmental snrdies program at

York University on an ad hoc basis. On a more global
platform, international organizations such as the World
Business Council for Sustainable Development

fl4tsCSD), of which Noranda Inc. is a member, or the
Coalition of Environmentally Responsible Economies
(CERES) can be useful forums for exchange of ideas and

perspectives for companies travelling the same path.
But there are ways and means, beyond information

reporting, to communicate corporate commitrnent to
sustainable development. Husky Injection Molding
Systems Ltd., for example, is using an innovative pro-
gram, called Green Shares to involve its employee stake-

holders in sustainable development. Green Shares

enables Husky employees to acquire company stock by
performing environmental and social good deeds such as

walking or cycling to work, tree planting or community
volunteering. The payoffseems to be twofold as Valerie
Chon repors, "We have been getting tremendous
responses ffom our employees in terms of what they can

do as well as favourable media publicity which we don't
seek out; it happens as a result ofour actions and that
really helps our credibility."

A more traditional stakeholder engagement program
originates with the Canadian Chemical Producers'
Association, called Responsible Care@, which can be

thought of as a precursor to sustainable development. In
the early 1990s, the chemical industry, in response to
mounting public concern over its operations, developed a

formal protocol for evaluating industrial activities ranging
fiom how a company does research and development to
whether the customers are handling the end product safe-

ly. This initiative is carried out in conjunction with resi-
dents of the local community and is externally verified.

The success of Responsible Care has been noticed and

adopted by other sectors. Noranda Inc., which has been

identifying gaps in the repofting

This theme of stakeholder engagement bodes well
with David Nitkin, president of EthicScan, a research

house on corporate responsibility and ethics. "Engaging
the community and stakeholders in regular, open dia-
logue can be a more telling analysis of a company's sus-

tainability comrnitrnent than a sophisticated reporting
tool or public relations campaign."

One sure sign that a companyis on the road to sustain-

ability is receipt of special awards or recognition. One
such designation is ISO 14001, an international, stan-
dardized management system that incorporates environ-
mental considerations into a company's decision-making
processes. When Falconbridge became the first nickel
producer in the world to receive ISO 14001 status for its
mine in the Dominican Republic, the eventwas marked
by a celebration in which the workers, Iocal residents,

unionists and media people all participated. "The recog-
nition, coupled with the favourable media attention and

community engagement, really helped to enhance our
profile and reputation", says Robert Telewiak
Falconbridge's objective is to make all of its facilities ISO
14001 compliant, the achievement of which is consistent
with favourable corporate branding.

And favourable corporate branding, judging from cur-
rent economic trends, will likely be the key to future
long-term survival and profitability of a company. A neg-
ative corporate image can result in consurner boycotts,
legal liabilities, and suspension of operations, all ofwhich
affect the company's stock price performance. The
recent inffoduction of the DowJones Sustainability
Group Index @JSGI) further supports the relevance of
sustainable development to the capital markets.

Integrating a company's sustainable development mes-

sage into the realm of corporate communications pres-
ents unprecedented but necessary challenges in the name

of competitive advantage.

Anne Papmeh[ (ecostrat@cimtegration.com) is a Toronto-based management
consuttant and writer.

using the program for severai

years in its chemical operations
now plans to expand it into its
metals production. Says David
Rodier, "It's our safetyvalve
to pass the public snifftest; by
treating the community as

consultants and partners, you
really demystifz what you're
doing and get them on side."
The Canadian Eiectrical
Association initiated a comple-
mentary program to
Responsible Care a few years

ago, called the Environmental
Commitrnent and

Responsibility Program, to
bring the same principles into
the Canadian electricity sector.

OPG is in its third year of
reporting under this program.
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