SUSTAINABLE DEVELOPMENT REPORTING CASE STUDY

Interface Agencies

Introduction
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Interface is a flooring importer and distributor and is the smallest member of the NZBCSD with just eight employees.  It is a privately held company owned by Robb and Christine Donźe.  The relationship between Interface and Interface Inc is one of agency only.  The international company has no ownership in the New Zealand company.  Further, Interface distributes flooring products manufactured by three other companies in addition to Interface’s Lonseal and Tuftmaster products. Interface Inc operated a subsidiary in New Zealand for three years prior to Interface taking over the agency.  The subsidiary operations had not been financially viable. 

Interface Agencies Ltd (Interface) has proceeded some considerable way down the path of preparing a sustainable development report in the short space of this project, and published their first report in early 2002.

SDR Drivers

The company’s commitment to sustainable development is based around the personal beliefs of its CEO, Robb Donźe.  The small size of the business makes it easy for this value-set to permeate the whole company.  One important concern for Robb is the risk of ‘green-washing’ the company through the SDR process and this has impacted on the process and content of the sustainable development report.   In particular, Robb is determined that the sustainable development report shows a fair picture of the company – the good with the bad, ’warts and all’. 

Related to this, Robb has a strong desire to provide leadership in the construction industry regarding sustainable development - and he sees the sustainable development report as a key way to demonstrate such leadership.   It is therefore important to that this process is accessible to those organisations thinking about going through the process. 

Values and background of the Founder

Issues of sustainable development have long been a part of who Robb is, and where he has come from. Growing up in Vermont in the USA – a leader in sustainability thinking and approaches - has had an important impact on the founder’s values and outlook. 

Competitive Advantage and Reputation

While sustainable development is an important part of the company’s culture, it is important to demonstrate credibility. Customers will increasingly desire certain social and environmental expectations from their suppliers. The SDR will demonstrate that the company is walking the talk.

SDR Experience and production of the first report

Interface Agencies describe themselves as having just started on the SDR journey. Membership of the NZBCSD had introduced the ideas of SDR, and the SDR project has enabled steps towards SDR to be implemented.

The company has been recording various pieces of information of a SD nature, such as air miles flown and petrol use, and undertaking research on the best vehicles to use. Additionally, the Wellington manager reports regularly on social issues – such as time spent transporting disadvantaged children. 

The company faces a number of challenges in moving forward, however. These centre mainly on the size of the organisation, and the resource implications of SD Reporting. In particular, the CEO devoting time to SD Reporting represents a significant proportion of the organisation’s workforce out of the day-to-day responsibilities associated with running the company. Additionally, the organisation does not have the financial resources to spend on consultants and external verifiers. 

Having said this, the CEO describes Interface Agencies as “uncomplicated” with a strong culture that understands the importance of sustainable development. The company wants to be innovative in its approach to reporting, and to come up with ways of making progress with the minimum amount of cost and time.  Overall, Interface Agencies wants their approach to SDR to reflect the adage, ‘keep it simple’. 

Feedback from the Facilitators

In light of the particular characteristics of Interface Agencies, the formality of the SDR process was reduced to ensure that the exercised was not ‘over-processed’.  

Landcare Research provided recommendations to Interface using its Key-PAD model In particular, Landcare was conscious that Interface Agencies was a small company, and it was therefore important to include areas where the company already had measures. The recommendations also contained areas of ‘stretch’ for the organisation.  

Key Performance Area Drivers

The following table provides Landcare’s Key Performance Area Drivers and examples for Interface Agencies to consider.

	Driver 1: Vision, values and goals

	
	Given the company’s vision, values and goals, what areas of performance would stakeholders expect to see reported upon?
	Reporting expected upon:

· Environmental conscience

· How we provide value (perhaps story about sustainability of the product?)



	Driver 2: Stakeholders

	
	Given their own values and needs, what performance areas would the stakeholders expect to see? 


	Employees: 

· Leadership role in community

· Balance between work and life

· Remuneration – industry averages vs what paid

· Economic performance

· Manager who is open and approachable

Suppliers: 

· Not addressing in this report

Customers:

· Research yet to do 



	Driver 3: Risk management

	
	How does the company identify and manage risk in its environmental and social performance, and the potential impact of environmental and social issues upon itself?
	· Environmental performance of petrochemical product 

· People’s perception of tiles

· Being seen to be green-washing

· Dependence upon raw materials that will get more expensive.



	Driver 4: Internal management

	
	What management systems exist and how well do they perform in translating the vision, values, and goals of the company into sustainable performance?
	Note importance of flexibility regarding policies etc for small businesses – don’t want to over-complicate business.  Challenge of getting the mix right. 

	Driver 5: Global issues of sustainable development 

	
	What impacts does the company have on society and the environment in terms of the major global issues?

What impact do those issues have upon the company, both now and in the future?

Key SD issues: Poverty (e.g. minimum salaries) Community health (e.g. use of hazardous chemicals)

Community welfare (e.g. local sourcing of labour)

Biodiversity (e.g. waterways maintenance)

Protection of ecosystems (e.g. solid and liquid waste)

Protection of the atmosphere (e.g. emission of greenhouse gases, ozone depleters)

Protection of natural resources (e.g. use of water, fossil fuel, soil)

Ethnic minorities (e.g. staff diversity, cultural identity at work, community involvement),

Support trade with the develop-ing world (e.g. product sourcing)

Change consumption patterns (e.g. recycle own materials)

Minimise waste and hazardous materials (e.g. design services for recycling, use of renewables)
	· Remuneration vs industry average

· Raw material content - use of hazardous chemicals etc both in carpet manufacture and at local level

· Volatile chemicals in home and office

· Waste – solid and liquid (unzippered product etc)

· Emissions – CO2 emissions 

· Changing consumption patterns (lease option – consider measuring it for this report so you have a benchmark for next one)

· Design for the environment

· Resource use: petrol, air miles travelled, $ spent on paper, waste, power use

· Local community involvement

	Driver 6: Strategic elephants

	
	What are the most uncomfortable issues of sustainable development for the company and how is it addressing its performance?
	· Petrochemical use in raw materials

	Driver 7: Influencing potential

	
	What opportunities does the company have to positively impact on the sustainability performance of its stakeholders and where is it currently using this influencing ability? 
	How could company influence?

· Construction industry – sustainability performance

· Purchasing policy (suppliers)

· Stakeholder education on SD.

· In which areas above does the company chose to influence?

· Construction industry 

· Help all stakeholders think about sustainability



	Driver 8: Compliance, checklists, and existing frameworks

	
	What regulations must the company meet, and what existing checklists, scorecards, or other frameworks can be used in reporting upon its performance?
	· GRI, AA1000, WBCSD.

· However, these do not need to make up content for the report.  

· Legal compliance 


In addition to these issues identified, other areas already being measured can also be included in the SD report such as:

· Health and Safety

· $ spent on staff training 

· Consolidated freight 

· Communications cost 

· Advertising/promotion –justify $ spend 

· Computer literacy problem for company 

· How well do we pay our bills?

· How well do we collect our money?

Consistent with the SDR Guidelines, Interface Agencies also considered stakeholders as an important part of the process of identifying Key Performance Areas.


Stakeholders

In addition to KPI development, involving stakeholders in the SDR process enables the organisation to understand what is important to stakeholders in relation to the company’s performance, and also ensures that the report is relevant for their needs. It may also be valuable to know what the stakeholders’ perception is of performance in these areas. 

Stakeholder engagement processes needed to consider the resource limitations of the small business.   In particular, it wasn’t practical for stakeholder engagement to be highly formalised, as the resources both financial and people are unavailable.   In this case, stakeholder engagement could be phased over a number of years.

The following table provides a framework for relating Key Performance Area Drivers and Stakeholders to the production of a SDR. 

	Step 1: 
	Review purpose of reporting

	Step 2: 
	Determine scope of report

	Step 3: 
	Perform a gap analysis to highlight where SR is not reflected

	Step 4: 
	Review the Key Performance Area Drivers to determine the content of the ‘performance’ section of the sustainable development report.

a) Acknowledge but no measure – plan to address in future 

b) Acknowledge may be an issue but don’t know for sure, will plan to check

c) Acknowledge and measure

d) Acknowledge and tell story

 

	Step 6: 
	Develop KPIs for those KPAs that will be measured.

	Step 7: 
	Targets and accountabilities

	Step 8: 
	Develop measurement systems

	Step 9: 
	Decide on structure of report

	Step 10: 
	Verification and credibility issues

	Step 11: 
	Practical report issues – web, distribution etc.

	Step 12:
	Feedback – address how feedback on report will be obtained

	Step 13: 
	Embed learning and continue to learn and improve


The organisation went through the process of identifying whom the stakeholders were that the company impacted most significantly, and then decided which of these stakeholder groups would be engaged with for the first report.  Those not engaged in the first report included a justification for such exclusion. This is contained in the table below.

	Stakeholder
	Will we include in 2001 TBL report?
	Will we dialogue with this stakeholder group now

	Staff and their families
	Yes
	Yes

	Customers
	Yes
	Yes

	Suppliers 
	No
	No


For example, Interface has committed to engagement with two stakeholder groups, customers and staff and their families.  The process for conducting this engagement with one of these groups, staff and their families was as follows:

Step 1 – Identify the purpose of engagement with each stakeholder group. Engaging with staff and their families:

· Helps them think about sustainability

· Influences other organisations as to how you prepare sustainable development reports

· Documents a system in the business to allow for employee input in a structured way

· Finds out what is important to staff

· Finds out what their concerns are, assuming informal dialogue misses some issues  

Step 2 - Once a thorough understanding of the purpose emerged, an interview questionnaire was developed for employees to provide feedback to a third party

Step 3 - Questionnaire reviewed, and changes made where appropriate

Step 4 - Engagement conducted and results summarized 

Step 5 - Results shared with employees and included in SDR and used to consider changes to internal management processes.  

This process is just one way for a small business to be able to overcome the resource challenge of stakeholder engagement.   

Relationship of process to GRI and AA1000

Global Reporting Initiative

GRI is a valuable content standard for organisations preparing sustainable development reports. The recommended process relies on GRI in two ways: firstly, to develop the structure of the report, to include: 

· CEO statement

· Profile of the company

· Vision and strategy

· Performance

Secondly, GRI provides a useful check on content using the KPI section of the report under ‘performance.’ 

Accountability 1000 

As detailed in the SDR Guidelines, AA1000 has stakeholder engagement at the heart of the SDR process. An orientation towards stakeholders, while desirable, needs to be considered in light of the size of the organisation, and the resources available. The process followed by Interface Agencies differs from AA1000 in two major ways:

· AA1000 tends to focus primarily on producing a report, with limited consideration of internal management processes. The process followed is broader and places greater emphasis on the process of SDR as an internal tool for change.  For example, stakeholders were just one of eight drivers for content in the process, whereas AA1000 relies basically exclusively on stakeholders to determine content. 

· AA1000, while rigorous, it may be difficult for small organisations with limited resources. For Interface Agencies, formal stakeholder engagement was not possible due to the resources available, but a process was developed to generate stakeholder feedback. Involving stakeholders in the development of key performance indicators, as is required by AA1000, is not currently being considered due to the above resource issues.   

Key Learnings of the SDR Process 

Key Benefits

The data collected from stakeholders, and conducting an environmental audit provided the company with beneficial information. It was felt the results of the stakeholder surveys, which were not completely positive, provided a realistic picture of where the organisation is at – and therefore provided a roadmap of where to go forward. This has provided the basis for developing action plans to address a number of issues.

The process has also enabled the company to identify areas of significant risk, for example in currency fluctuations. Knowing this information has enabled the organisation to develop systems to minimise these risks. 

The reporting process has also assisted with improving communication in the organisation around Sustainable Development, and this in turn has facilitated organisational buy-in to many of the issues. It has been valuable for raising consciousness among members of the organisation about sustainable development. There are also potentially communication benefits externally – as having all of the information on one place will provide a vehicle for explaining sustainability to clients and the rest of the industry.

Key Challenges

Finding the time to bring all of the information together, in one report, has been challenging. 
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