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Abstract Sustainability programs have been adopted by many large, publicly-owned
chemical companies in Europe, Japan and the US, and even by large companies in
China and India. These programs aim to improve the industry’s image and public
trustworthiness, which sank to historic depths in the late 1980s or early 1990s and
are still relatively low. In practice, sustainability is about public relations, which has
been renamed stakeholder relations, and risk management.

This book reviews the history and status of sustainability programs in the chemical
industry. At its core is a survey of the world’s 29 largest chemical companies — how
they do or do not put sustainability into action. (Six of the 29 do not put it into
action, as the book explains.)

It also covers: how academics, investors and the general public define sustain-
ability (their definitions differ from the chemical industry’s); sustainability’s brands
as well as its limitations, and the problem of ‘greenwash’. It answers the questions:
is sustainable necessary, does it pay, and is there a non-sustainable option? Finally, it
recommends some guidelines for companies adopting or expanding sustainability.

Keywords Sustainability * Chemical industry ¢ Strategy ¢ Communications
* Public image
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Chapter 1
Foreword: Why this Book?

Abstract This desire to research and write this book grew out of the author’s
long-standing interest and involvement in the chemical industry as a journalist and
analyst. A review of existing literature showed major gaps in public knowledge of
this topic, which led to the determination that further study is needed.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image * Literature review

“The public is challenging our license to operate.” These were the words a senior
executive at ICI — once a colossus of the chemical industry — uttered to the this
book’s author in the late 1980s, not long after the 1986 “Schweizerhalle” fire that
had killed so many fish in Europe’s River Rhine. Not unlike the 1969 fire in Ohio’s
Cuyahoga River that had galvanized American opinion, the Schweizerhalle disaster
convinced many Europeans that “something must be done” about the environment.
It also nominated a group to be tarred — rightly or wrongly — with the blame for
nature’s demise: the chemical industry.

How could it have come to this? Not so many years earlier, the chemical industry
was cool. “Hi-tech” meant not iPads or Web 2.0, but processes such as Oxirane or
Ziegler-Natta. “Better living through chemistry” was said proudly, not ironically.
So, as both a chemist and an observer of the industry, I (the author) began to study
corporate social responsibility, or sustainability. Both terms hardly existed at that
point, but the concepts most certainly did.

In 2009 I finally found the time and budget to pursue the topic more deeply; this
book is the result. What I found at the start — outlined below in this chapter — was a
mish-mash of research. Perhaps most striking was that variability of the word
“sustainability”. Less striking (when one considers human nature) was the virulence
with which some defend their definitions. When I suggested that sustainability was
a form of public relations, some research colleagues were irked to the point of fury.

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 1
DOI 10.1007/978-94-007-3834-8_1, © Springer Science+Business Media B.V. 2012



2 1 Foreword: Why this Book?

My conclusion was that for the chemical industry,' sustainability or corporate
social responsibility would best be defined empirically, by an examination of what
leading companies actually do, rather than by a summation of what the literature
says. This chapter presents that review and conclusion; the next chapter introduces
that empirical investigation, which is the heart of this book.

1.1 Review of Existing Literature

To anchor this book in the literature, a survey was conducted of the academic
literature on sustainability in general and in the chemical industry in particular.
Summaries of the relevant papers are presented with the author’s reaction following.

Clearly there are divergent views, but there are also a number of nuggets that are
further developed in the course of the book.

1.1.1 The Poor Image of the Chemical Industry

Yes, the chemical company sometimes has a poor image. As this text [1] notes:
“An experienced (European Union) parliamentary employee summed it up: ‘The
reputation of pesticide producers hovers somewhere between that of al-Qaida and
seal killers.””

He further notes that “Major producers such as Syngenta, BASF and Bayer
have not succeeded enough in counterbalancing with objective arguments the
emotional headlines generated by environmental NGOs about ‘poison cocktails’ in
our food. As the political debate unfolded, global prices for corn, soy and wheat
climbed to such dizzying heights that the United Nations had difficulty financing
its World Food Programme — the perfect lead-in, really, for the argument that
pesticides protect and increase harvests. And yet, the argument that pesticides
make a significant contribution to feeding the world’s growing population made
little headway in the political debate. For, environmental groups are skilled at
emotionalising political issues, as they did in Brussels. Testing fruit and vegetables
sold at the supermarket in the European Parliament for pesticide residue ensures
journalists’ attention just as much a study on pesticides in wines. That the residues
found were almost without exception below the statutory threshold, and thus
harmless, was only mentioned in the details.”

Reaction: The “al-Qaida” comparison is witty, but overdone. Still, it shows that the
chemical industry has an uphill battle to win over public opinion.

! And probably for other industries as well, but this is the one I know best.
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1.1.2  Sustainability as Public Relations

Applying a sustainability element to public relations will be critical to successful
practice [2], contends the author, a specialist in the field.?

Reaction: This simple finding is critical, in that sustainability programmes are, by
some, dismissed as “public relations”. As this book shows, the characterization is
accurate, but the dismissal is unwarranted. Indeed, if anything, sustainability (and
corporate responsibility) show that a good PR department (or communications
department) is more necessary than ever — regardless of what label it uses to
identify itself.

1.1.3 Sustainability and the License to Operate

Cigarette companies have been major players in corporate social responsibility, often
labeled as sustainability. This paper [3] presents a detailed, well-written history of
their public-relations history, from trying to discredit and bury reports labeling
smoking as harmful to opposing advertising restrictions. It concludes that “While
CSR activities normally aim at gaining public respect, reputation or even admiration,
tobacco companies have to accept that they are fighting on a different legitimacy
battlefield. They are fighting for the mere right to exist. The tobacco industry finds
itself on the lowest level of public acceptance and the lower the perceived legitimacy
of a corporation the more skeptically its legitimation attempts will be observed by its
relevant publics. Our analysis demonstrates that mainstream CSR efforts will hardly
contribute to legitimize tobacco companies. Obviously, societal acceptance has to
do with some basic trustworthiness of the corporation. Starting from a very low level
of trustworthiness, tobacco companies see their CSR efforts exposed to a much
greater scrutiny and a much higher level of negative expectations than companies
in other industries. As demonstrated, these negative expectations work against
mainstream CSR aspects and they are partly confirmed by the seeming continuation
of former patterns of behavior. Can tobacco companies be good corporate citizens?
Perhaps they can, but not by imitating mainstream ideas on CSR.”

The same lead author picks up the issue again, this time with a different co-author
[4], which he terms “organizational legitimacy” (i.e. the right to exist). The second
paper is far more dense, theoretical and abstract.

Reaction: as well presented as the tobacco paper is, the conclusion seems flawed.
“They are fighting for the mere right to exist” — so too, from time to time, are com-
panies in the chemical industry. The idea that industries such as tobacco, alcohol,
armaments, nuclear power or gambling are not part of “sustainability” or “corporate
social responsibility” is backwards — in some ways, they are at the forefront.

2In the German-speaking world, the label “public relations” has not (at least yet) been turned on its
head as it has in the English-speaking world. In the latter, “PR” is just as likely to be an epithet
signifying spin and lies as it is to represent professional communications.
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1.1.4 Sustainability as Religion

At some US universities, sustainability is preached by “sustainabullies” rather than
taught, while heretics and backsliders are demonized [5]. For example, the author
notes the Dartmouth Energy Pledge. “By signing the pledge, participants agree to
take simple actions that, collectively over time, will have a discernible impact on
the amount of energy we consume and greenhouse gas emissions we produce...
These are small and simple changes, but until we make them we are still wasting
precious energy.”

Reaction: although the paper takes on tones of a paranoid rant, there is a valid point
at its core. Campuses have always been (and probably always will be) radical minded.
To call them “totalitarian” seems a bit of a stretch, but the idea of sustainability as
religion is illuminating.

1.1.5 Sustainability Chartas

Over the years, a number of sustainability chartas have been produced, such as
the “Sanborn Principles” or the “Hannover Principles”. A number of them are
profiled here [6].

Reaction: it is useful to know about these, but there is an unmistakable whiff of
unintentional greenwash to them (that the author seems not to notice). It is not obvi-
ous that any of these charta have produced tangible results — other than the chartas
themselves.

1.1.6 What Is Sustainability Reporting?

The basics of reporting are presented here [7], not for a specific sector but for
industry in general.

Reaction: this is a useful review for readers not familiar with the topic.

1.1.7 GMO Introduction in Brazil, Thanks to Sustainability?

The introduction of genetically modified organisms to Brazil [8] was pioneered by
Monsanto and DuPont, although this article focuses mainly on DuPont’s lobbying,
which it tellingly characterized as “corporate social responsibility”. The paper gives
at length a history of DuPont, of its business in Brazil and of the back-and-forth
lobbying (between the industry and GMO opponents) that has ended in permission
of GMO use.
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Reaction: the documentation is interesting, but it leaves absolutely unclear the actual
effect of DuPont’s lobbying. It would be particularly interesting had the author con-
trasted the situation in Europe, where the introduction of GMO failed.

1.1.8 Sustainability Is Global and Local

The authors compare sustainability communications in Australia and Slovenia [9],
finding that there are some global issues reported both places and some local issues
that are emphasized in one more than the other. So they recommend that reporting
guidelines (such as the Global Reporting Initiative) be flexible enough to allow for
this variation in emphasis.

Reaction: As a long-time journal editor’ I am accustomed to national comparisons
that are rather artificial in design. Why Australia and Slovenia? Probably because
the two authors are from those two places. Their findings are unremarkable.

1.1.9 Varying Definitions of Sustainability

This has been developed by a number of authors.

1.1.9.1 Corporate Social Responsibility Is Ill-Defined

According to a search covering the literature from 1970 to 2008 [10], the major gap
in “CSR research is the absence of a single, agreed definition of the term CSR
among researchers and practitioners even after a lapse of more than four decades
since the emergence of the concept of CSR. The absence of clear definitional frame-
work has become an impediment, causing slow progress and wrong interpretation
of results in CSR area.”

Reaction: This confirms what anecdotal evidence already suggested. CSR and sus-
tainability mean very different things to different audiences, even to the researchers
who study them.

1.1.9.2 Sustainability Is Left-Wing Politics

Sustainability is the heir to Rachel Carson, Paul Ehrlich and Barry Commoner, the
vanguard of “The New Left”, contends this paper [11]. Indeed, the tradition dates
back further, he says. “For many of its proponents, the sustainability movement

3 Of Environmental Impact Assessment Review.
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continues a long American tradition encompassing the simple rural virtues extolled
by Thomas Jefferson, the romance of nature sung by Henry David Thoreau, the
wilderness movement inspired by John Muir’s walks into the High Sierras, the national
forestry policies crafted by Gifford Pinchot, and the robust outdoorsmanship
exemplified by Teddy Roosevelt and the Boy Scouts. “Sustainability” connects to
these antecedents, but has more direct roots in the turbulence of the 1960s and early
1970s, when middle-class reform mingled with upper middle-class radicalism.
Moderate initiatives such as the civil rights movement, mainstream environmentalism,
and the Great Society clashed or combined with the anti-Vietnam War movement
and the campus based New Left and revolutionary student movements. All of
these in turn blended with the nihilistic, antinomian popular youth culture of the
Woodstock generation.”

Reaction: this is a very broad ancestry, and not necessarily helpful. As this book
shows, sustainability is more about two issues that are not “right” or “left” as such.
Stakeholderism is advocated (and dismissed) across the political spectrum.
Environmentalism has become a mainstream issue since the 1970s—1980s.

1.1.9.3 Sustainability Is Pollution Control and Conservation

Sustainability in industry, says this author [12], consists of controlling three things:
contamination through the manufacturing process of the air, water, and soil; waste
production during the manufacturing process; and resource consumption. A number
of case studies are presented, whereby companies reduced emissions or waste.

Reaction: many would call this pollution control and efficiency, rather than
sustainability.

1.1.9.4 Corporate Responsibility Is Sustainability

After making this initial assertion [13], the author goes on to outline a very abstract
view of corporate responsibility. What are the managerial implications? “For creating
an environmental strategy, this chapter suggests that business leaders and managers
first adopt shared environmental values within the company. This enables the firm
to then act and communicate its actions accordingly without being accused of green
washing. After adopting the environmental values, actions and words in the single
firm system level, the next challenge is to align them on the supply chain system
level. In order to have a successful environmental strategy values, actions and words
must be aligned, and therefore it is vital that managers, leaders and academics
identify the strategy approach at issue. Alignment of values, actions and words enhances
immunity to errors as the mismatch is likely to affect corporate success negatively.
For maintaining and enhancing competitive advantage, the instrumental strategy is
propounded, whereas for detecting and creating new competitive advantage, the
awareness strategy is propounded.”

Reaction: The premise is agreed, but much of this might suit a philosophy text.
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1.1.9.5 Three Pillars of Sustainability

Written by a former senior manager at Hoechst [14], formerly one of Germany’s
largest chemical companies,* the author says that sustainability must be economic,
social and environmental — some call this the “triple bottom line”. He hints but does
not elaborate much on the idea that much can be done with accounting techniques
such as life-cycle assessment and social accounting.

Reaction: this view is generally accepted in the chemical industry, but still sorely
lacking is a way to judge actual sustainability in any of these areas. Hoechst no
longer exists: does that mean it was unsustainable?

1.1.9.6 An Academic View and Critique

The author starts by pointing out that there are more than 300 definitions of sustain-
ability [15]. He then takes us on a winding discourse of perhaps a dozen of these,
concluding that “conceptions of sustainability are unsatisfiable. The hard fact is
that consumption, utility, welfare, well-being, abilities to meet needs, opportunities,
and capacities sometimes decline. Herman E. Daly points out that we cannot
bequeath utility to the future; we can only bequeath opportunities. It is up to future
generations what they make of them. But utility, well-being, etc., decline for many
reasons in addition to missed opportunities 35 Tornadoes strike. Earthquakes knock
down buildings. Wars break out. Recessions happen. People get old. People make
mistakes. These are unfortunate events, but a principle that demands that we avoid
them cannot be satisfied. One might as well direct people not to make mistakes,
not to grow old, and not to die. All those things would be good, but we cannot, at
present, anyway, achieve them.”

Reaction: Yes, academic definitions of sustainability are varied and examples of it
might be impossible to prove. As this book will show, sustainability — as defined by
the chemical industry — is substantially different to the academic definition.

1.1.9.7 Sustainability Science: 1

The author sees a new field of “sustainability science”, which is a matter of efficiency
and measurement [16].

Reaction: Yet another view, once again rather vague.

1.1.9.8 Sustainability Science: 2

Sustainability science, says this author [17] “includes the following components: goal
setting, indicator setting, indicator measurement, causal chain analysis, forecasting,

* Along with BASF and Bayer.
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backcasting, and problem—solution chain analysis.” It addresses broad topics such
as climate change, forestry, fishery, and energy conservation.

Reaction: this is hardly a science.

1.1.9.9 Sustainability Seen Similarly as in this Book

According to the author [18], CSR is made up of three broad layers:

The most basic is traditional corporate philanthropy.

The second layer of CSR is a branch of risk management. Starting in the 1980s,
with environmental disasters such as the explosion at the Bhopal pesticide
factory and the Exxon Valdez oil spill, industry after industry has suffered blows
to its reputation. Big pharma was hit by its refusal to make antiretroviral
drugs available cheaply for HIV/AIDS sufferers in developing countries. In the
clothing industry, companies like Nike and Gap came under attack for use of
child labour. Food companies face a backlash over growing obesity. And “Don’t
be evil” as a corporate motto offers no immunity: Google was one of several
American technology titans hauled before Congress to be grilled about their
behaviour in China. So, often belatedly, companies respond by trying to manage
the risks. They talk to NGOs and to governments, create codes of conduct and
commit themselves to more transparency in their operations. Increasingly, too,
they get together with their competitors in the same industry in an effort to set
common rules, spread the risk and shape opinion.

The emphasis on opportunity is the third and trendiest layer of CSR: the idea
that it can help to create value. In December 2006 the Harvard Business Review
published a paper by Michael Porter and Mark Kramer on how, if approached in
a strategic way, CSR could become part of a company’s competitive advantage.
That is just the sort of thing chief executives like to hear. “Doing well by doing
good” has become a fashionable mantra.

Reaction: the article takes a similar view to that of this book. However, as an article,
it is not detailed, and it does not focus on the chemical industry.

1.1.10 Don’t Just Talk to Stakeholders, Listen to them, too

While this book chapter starts with a useful review of risk communication [19],
it concludes that communication should be not just 1-way, but 2-way, that
communication should be part of management and that risk should be taken
seriously. A similar chapter [20], after an introduction of risk governance,
counsels the same.

Reaction: the first conclusion might be useful to those business people who are
relentlessly “on-message” and expect all their colleagues to do likewise. But otherwise
this is not particularly helpful.
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1.1.11 Dealing with NIMBY by Stakeholderism

The “Not-in-my-backyard” phenomenon, earlier known as “locally unwanted land
uses” or LULUSs, is well-described in this lengthy paper [21]. It concludes:
“Regardless of the specific approach that is taken to siting a locally unwanted
facility. current analyses of facility siting conflicts have made clear that greater
attention has to be given to the social aspects of the problem. The resolution of
siting issues will depend on incorporating into the siting process, in each instance,
an element of accommodation to the broader underlying anxieties that fuel siting
controversies. Generally, this means accepting the need on the part of potentially
affected publics to question a technology’s social implications and appropriateness,
the fallibility of scientific and technical studies, and the trustworthiness of project
proponents and government regulators. This latter point is particularly important.
Public resistance to siting proposals involves more than just perceptions of the
technology itself, a ‘dread’ of its potential impacts, risks, and social implications.
It also involves the public’s perception of the credibility and reliability of proponents,
operators, and government regulators.”

Reaction: the issues described — from a government planning perspective, of a
nuclear-waste disposal site — are similar to those faced by some chemical operators.
As this book will show, many companies tend to ignore this “fear factor” in their
sustainability campaigns and reports.

1.1.12 Greenwash

1.1.12.1 Stakeholderism Can Be a Ruse

The authors here [22] describe a campaign by the tobacco industry to avoid having
cigarettes regulated as a drug in the United States. Smokers were organized to tell
“government to get off my back™ at rallies and through letter-writing. After 7 years
of lobbying and campaigning, the government withdrew its plans, which the
authors attribute to the campaign. The authors conclude: “Unfortunately, the tobacco
industry’s use of front groups is not unique; other industries use front groups to
fight measures designed to protect public health. Research on the background
and funding of advocacy organizations could help identify industry front groups
and make them less useful to their creators.”

Reaction: Is this truly a ruse? Why would smokers want to have cigarettes regu-
lated as a drug? Neither do I smoke nor would I encourage anyone to do so, but it is
not clear that the proposed rule would have benefitted public health, nor is it clear
why smokers and their suppliers should not have spoken up as they did — other than
that the authors don’t agree with them. There is some parallel here to green-
wash, but I find it unconvincing.
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1.1.12.2 Sustainability as Disavowal

Sustainability campaigns, such as the American Chemistry Council’s “essential-
2health” programme, are a disavowal of the truth, contends the author [23].
Disavowal is the official translation of the Freudian term “Verleugnung”; an informal
translation would be that the industry is telling half-truths (not the same as outright
lying, but similar in intent).

Response: the paper is useful in that it shows the evolution of the US chemical
industry’s public face. From a “better living through chemistry” approach (Fig. 1.1)
that persisted well into the 1960s, the industry has returned to that theme yet again —
i.e. pointing out the benefits it provides to society at large. The “Verleugnung”
charge rings hollow, however: would the author really expect an industry, any industry,
to spend its own advertising money to pillory itself? From the author’s point-of-view,
surely many, if not most, advertising campaigns are a form of Verleugnung.

1.1.12.3 Sustainability as Fraud

In a paper that starts with urban traffic policy, the author turns it into a dialectic on
freedom and justice [24], and concludes that sustainability has taken the place in
world thinking that formerly was occupied by the capitalist/socialist struggle
of ideology. Among other discursions, he debates the merits of Schumpeterian
“creative destruction”.

He also questions the desirability of sustainability. To wit: “Would you be happy
if, being young and in love, filled with enthusiasm and expectations, your beloved
partner replied to your proposal to pursue a lifelong relationship by saying: “It’s ok,
I think we can have a ‘sustainable’ relationship and our ultimate goal will be to
make it last as long as possible, no matter how we feel and what we do. Hence, don’t
ask me to change any of my routine and I’'m not going to do anything to deal with
my possible shortcomings.” You would probably not appreciate such a response,
unless you were so dejected and your life was so miserable that you couldn’t even
conceive any real improvement in your gloomy existence. Surely you would prefer
a response along the lines of: “Yes, I am going to share my life with you and this
relationship will help us both to realize a real improvement in our lives. Together we
might even be better off, but what really matters is our emotional fulfilment. Our
lifelong relationship will make us better human beings and we will fulfil our
personalities and satisfy our everyday needs. We will even contribute to the welfare
of others, albeit indirectly. We will pass on appropriate values to our children
and we will look ahead to our relationship continuing and flourishing through
generations”. If we would be happier with the second answer, then why should we
accept for ourselves and the rest of the world the dull perspective of “just sustainable”
development? Why should we not strive for rewarding, marvellous, brilliant
development or, even better, just for “development”, without attributes? Admittedly,
in real life one should allow that in relationships, after some years, “sustainability”
may become the only possible solution for the mere conservation of a family ménage.
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Fig. 1.1 A Union Carbide advert from Fortune magazine, 1962

However, even if the main priority is the dull sustainability of the relationship, any
family counsellor would suggest to the partners that, in order to muddle through a
sustainable relationship, they should find something new to pursue together, make
new goals and eventually a new covenant between them.”

Reaction: interesting, but far removed from the way sustainability is defined and
applied in the chemical industry.
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1.1.13 A Path to Sustainability for the Chemical Industry

1.1.13.1 Sustainability Is an EHS Programme

Four employees of Solutia (a spin-off from Monsanto) re-brand the environmental,
health and safety programme at one site as sustainability [25]. They “present
an account of sustainability related activities at Solutia’s (and Monsanto prior to
1997) Indian Orchard (I0), MA, site. The Monsanto pledge is described along with
examples of the impacts on IO’s operations, employees and community. Descriptions
of Solutia’s metrics for environmental (i.e., eco-efficiency) and quality (i.e., asset
effectiveness management) performance are presented. Two examples from actual
operations at the 10O site are provided together with some thoughts on their value
and applicability towards enhancing sustainability. While the first example focuses
on recovering and recycling raw materials (thus lowering the demand for fresh
resources), the second example focuses on the benefits of adopting a “global”
perspective to solving process challenges. Finally, current efforts at the site (includ-
ing a plant wide energy utility assessment and thermodynamic footprint analysis)
and some gaps in current sustainability practice are briefly described.”

Reaction: Calling them sustainable perhaps makes them sound loftier, but these are
pedestrian EHS activities.

1.1.13.2 Accounting Is the Answer

The author points to life cycle assessment (LCA) and accounting of ecosystem
services [26] as key ways to bring about sustainability in the chemical industry.
He adds that sustainability is “wicked”. “A wicked problem lacks a definitive
formulation, because the formulation depends on the formulator’s idea of solving
the problem. That this is the case for sustainability is indicated by the existence of
multiple definitions representing multiple points of view, none of them being the
completely correct one, and the fact that this situation has existed for decades and
shows no sign of being resolved. For such problems, there are no right or wrong
answers because new facets of the problem often manifest themselves as solutions
are found and implemented. However, the answers can be better or worse. An example
is the discovery of the indirect effect of land use on biofuel life cycles.”

Reaction: This article demonstrates the broad range of thinking about sustainability
in the chemical sector, i.e. definitions of sustainability vary considerably.

1.1.14 A 20-Year Path to Sustainability

The Australian chemical industry could transform itself within two decades, say
the authors [27], from a “subversive and competitive attitude” with “standardized
products” into one that has “partnerships among firms as well as with leading
campaign groups” and makes “highly differentiated products aligned with green
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consumerism”. The path to this transformation, they add, is to be paved with
collaboration by industry, government and academia.

Reaction: who would then make the “standardized” products that are the mainstay of
the chemical industry? While it could be argued that one company might make such
a transformation,’ it is difficult to see how an entire industry could do so.

1.1.15 Stakeholderism Can Have an Economic Cause

Drawing on the Coase Theorem, the author [28] notes that disclosure can be more
cost-effective than regulation. Then he presents numerous examples of companies
that disclosed environmental information to the public, sometime more than was
legally required. From an economic standpoint, he finds that “More information in
not always better. The amount and type of information conveyed is important.

Reaction: this is an economic argument for stakeholderism. Informed regulation is
cheaper and more effective than uninformed regulation. However, the case is made
from a general economic perspective, i.e. disclosure is good for the economy at
large. Whether it is good for individual companies is still debateable, and some of
the examples cited suggest that in many cases, disclosure causes more problems (for
individual companies) than it remedies.

1.2 Needed: An Empirical Review

Are there really more than 300 definitions of sustainability? When reading the
literature, it certainly can feel that way. However, when it comes to the sustainability
programmes and reports operating within the chemical industry, even a brief inspec-
tion suggests otherwise.

Therefore, it was decided that for the chemical industry, sustainability or corporate
social responsibility would be best be defined empirically, by an examination of what
leading companies actually do, rather than by a summation of what the literature
says. That empirical investigation is at the heart of this book, which is introduced in
the next chapter.
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Chapter 2
Summary: Sustainability Is Advancing,
with More Changes to Come

Abstract In practice in the chemical industry, sustainability consists of three
activities — communications in a stakeholder style, celebrating environmental
opportunities and rebranding of compliance. Sustainability is not always benign, it
can cause more problems than it solves. Some general lessons already can be learned.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image

Sustainability is a significant trend in the chemical industry. Over the past
10—15 years, about 80% of the world’s 29 largest companies have adopted some
kind of sustainability program and organization, many of the smaller ones have
followed, and the major industry associations are on board as well.

This book surveys that activity to determine, as the title suggests, what sustain-
ability means and where it is headed. To get to those answers, the book also covers
related questions, such as why did the industry turn to sustainability, does it pay
and is it inevitable? These are summarized here and then detailed in the body of
this book.

2.1 Sustainability in Practice: Communications, Regulatory
Compliance, Risk Management

Based on a detailed review of the world’s 29 largest chemical companies plus
inspection of 10—15 others, in practice there are three main functions to sustainability.
These are summarized as follows, with examples of each (Tables 2.1-2.3).

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 15
DOI 10.1007/978-94-007-3834-8_2, © Springer Science+Business Media B.V. 2012
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Table 2.2 Example — Dow’s recognition of sustainability opportunities

Green processes Green products
Water supply and conservation. RENUVA soybeans to polyols.
Lower-energy propylene oxide process. Glycerin-based propylene glycol.

Polyethylene from sugar cane. Landfill methane
use. Methane feedstock research.

e A ‘stakeholder’ approach to communications and external relations, i.e. voluntary
reporting about non-financial performance. This includes: sustainability reports
(often released concurrently with an annual report); Responsible Care programs;
consultation and partnerships with stakeholders; and philanthropy. At its heart
of ‘stakeholderism’ is the idea of putting a human face on the industry, making
it accessible, understandable, unthreatening — one the public can trust rather
than fear. ‘Stakeholderism’ is also about ceding some decision power to
stakeholders.

* Recognition (and even celebration) of the opportunities, not just the costs, of
environmental and social protection. In their sustainability reports and in other
corporate communications, chemical companies are highlighting the environ-
mental and social benefits of their products or processes. Biofuels, bioproducts
and energy conservation are particularly popular at the moment.

* A rebranding of regulatory compliance and risk management, with emphasis on
their benefits to stakeholders. These functions — regulatory compliance and risk
management — do not necessarily report directly to a sustainability manager, but
the functions are coordinated, as compliance and risks are subject to increasing
measurement, reporting and management. In limited cases companies are com-
mitting to ‘beyond compliance’ measures, where corporate environmental or
social targets exceed those required by law.

The first function is the core of what sustainability is and what sustainability
departments do. The second and third functions surely would exist without the
industry’s turn to sustainability, albeit with different names and perhaps different
forms.

Not everyone is pursuing sustainability. Of the 29 largest chemical companies,
five show little or no interest: Basell/Lyondell, Formosa Plastics, Ineos, Kuwait
Petrochemical and SABIC. They know what sustainability is, and they explicitly
choose not to adopt it. That all of the five are either non-Western, privately-held
companies or both is no coincidence.

All five will be worth watching in coming years, especially Kuwait Petroleum
and SABIC. Recently, KPC has entered a major joint-venture with Dow Chemical,
while SABIC has bought large operations that formerly were DSM Petrochemicals
and GE Plastics. Dow, DSM and GE are all well-involved in sustainability, while
KPC and SABIC mostly disavow it. Presumably, some accommodation will need
to be found.
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Table 2.4 Chemical industry stakeholders (in descending order of importance)

Stakeholders Description

Regulators Not just elected officials, who were considered stakeholders long
before the term was coined, but bureaucrats as well.

Employees Not just current ones, but prospective ones, especially students.

Local communities Those surrounding industrial operations.

Eco- or socio-conscious Customers can be downstream companies, retailers or end-users of

investors and customers finished products (that contain chemicals or were manufactured

with the use of chemicals).

Activists These can be unaffiliated individuals, but more often they are

larger groups, called non-governmental organizations (NGOs),
such as Environmental Defense Fund, Greenpeace and WWE.

2.2 Sustainability Defined

In industry in general and in chemicals in particular, the word ‘sustainability’ is
used interchangeably with labels such as ‘corporate social responsibility’, ‘corporate
responsibility’ and ‘corporate citizenship’. The old-fashioned term for it, ‘public
relations’, is avoided, although the new-fashioned variant, ‘stakeholder relations’,
is sometimes used.

Whichever phrase is used, the concept is about building or maintaining a company’s
or the industry’s public goodwill. Conversely, it is about deflating or avoiding public
ill-will. The public has been redefined as ‘stakeholders’ (Table 2.4), and now explicitly
include the industry’s employees and investors.

Sustainability’s premise is that public goodwill brings advantages and public
ill-will brings disadvantages. Usually this is couched in negative terms, i.e. if stake-
holder opinion is sufficiently negative, the industry will lose its ‘license to operate’.
Losing the license to operate means events such as having products banned, onerous
regulations or liabilities imposed, or permits denied. Negative opinion also can lead
to less-extreme penalties: poor morale among employees, recruiting difficulties
and investor avoidance.

Sustainability can be couched in positive terms, too. If stakeholder opinion is
sufficiently positive, less products will be banned, morale will improve and so on.

2.3 Is Sustainability Inevitable, and Does It Pay?

Sustainability has delivered some successes, especially in deflecting or shaping
regulations. It is impossible to put a return-on-investment on it, but for Western,
public companies, it is inevitable that they must adopt at least some aspects of
sustainability, because this is becoming the norm. For the chemical industry as a
whole, sustainability is not inevitable; because five of its largest companies have not
adopted it.

In the future, where sustainability’s goodwill can and will be most fertilely sown
is with the industry’s most important stakeholders, its employees. To them it is a
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godsend finally to hear that what they are doing is good, or at least not bad, and
to have a comeback to their critics. Nobody says it better than Mitsui Chemical:
practiced properly, sustainability is about becoming a ‘good and trustworthy company’
that is the ‘the pride of its employees.” For chemical recruiters, sustainability is
absolutely vital: especially younger workers want to work for companies that are
seen positively by the general public.

This is more about philosophy than profit. Common sense suggests that good,
trustworthy companies that are the pride of their employees will perform better than
bad, untrustworthy ones that are the shame of their employees. But surely there are
exceptions, and anyway, the nub of the question comes down to specifics: in a given
situation, what constitutes good, trustworthy and so on.

With most other stakeholders, sustainability will be a rearguard action, aimed at
preventing or muting ill-will. Activists or regulators will continue to view the industry
with skepticism or cynicism, although as in the past, there are probably more victories
to be had with regulators. Consumers, investors and the general public will be
generally apathetic except in the case of a scandal, which sustainability is not really
designed to prevent.

At the same time, sustainability is not harmless. With bad Iuck or poor application,
it can lose serious money. For instance, engaging naively with activists — who often
live off of controversy and conflict — can be walking into a trap. On the misguided
advice of PR consultant SustainAbility, Monsanto in the late 1990s blithely
‘engaged’ its critics and managed to score a spectacular own-goal: it blocked access
of its leading products to European markets for at least a decade.

This helps to refute a premise, often floated by sustainable-investment analysts,
that ‘sustainable’ companies are more profitable than ‘non-sustainable’ ones. A more
accurate statement would be that complying with regulations, environmental or
otherwise, is generally more profitable than not complying. With some notable
exceptions,' again this would seem to be common sense. Crime does not pays; it is
difficult to run a chemical plant from jail. And research bears this out: analysis of
65 US companies (including 11 pharmaceutical and chemical firms) showed that
companies with average or good environmental records financially outperform
those with poor environmental records. Between the average and the good there was
no significant difference.

2.4 Sustainability’s Limits

There are two inherent barriers to sustainability programs, one internal and one
external.

The internal one is a fundamental conflict of sustainability with three corporate
institutions: legal departments, corporate communications and top-down decision
making. The first two have troubles with sustainability’s notions of giving the industry

!For instance, bribing to win government contracts, paying taxes in countries with lax enforcement
or, in a merchant bank, strictly separating investment analysis and deal-making.
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a human face, of communicating too openly about incendiary topics such as
cancer or proposed product bans. Exposes us to liability, say the lawyers; makes us
look weak, say the communications pros. Those who make decisions from the top
(as this industry generally does) usually recoil from the idea of granting decision
power to stakeholders.

The external barrier is one of so-called greenwash, which means trying to present
a product, a company or an industry as more green (friendly to the environment)
that it actually is. Greenwash comes off as insincerity, precisely the perception
that sustainability is meant to decrease, not increase. Obviously, the line between
greenwash and sustainability is blurred: what the industry sees as an accurate
communication may be seen by critics as greenwash. If the line were clear, of
course, greenwash would cease to be a problem.

2.5 Are the Causes for Sustainability Obsolete?

Sustainability started in the late 1980s or early 1990s as a reaction to decades of
industry-public conflict, as a way to improve the industry’s battered public image in
Europe and North America.

In the meantime, the industry’s public image has improved somewhat; surely this
is due in part to sustainability. However, there is still a long way to go. The indus-
try’s image is still poor, public ill-will is high, and new sources of conflict continue
to arise: a current sampling would include: the EU’s chemical licensing regulation,
REACH; dioxin contamination in the US State of Michigan; PFOA; and the contro-
versy and potential ban of bis-phenol A from certain applications.

2.6 Making Sustainability Sustainable

Sustainability’s biggest challenge is its inherent conflict with legal departments,
corporate communications and top-down decision making (see Sustainability’s
limits, p. 20). If companies are seen to be spiking or spinning uncomfortable news
and decisions, flip-flopping on core values or overselling modest achievements, they
may destroy more trust than they build. It will not be easy to reconcile sustainability
with legal and communications concerns, but it is worth trying.

For companies adopting or expanding sustainability, this study comes to five
other recommendations:

o Study your stakeholders, and take them seriously — some of them, for example
your employees, may be more interested than you think, while others, for
example the general public or investors, may be far less interested than you think.
Be careful not to belittle what you see as their ignorance (and they see as your
arrogance), and try to let facts speak for themselves.
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* Be responsive, not necessarily responsible — listening to your critics is a major
step in itself, and it can go a long way toward building trust. It need not mean that
you must agree with them, admit false guilt, make changes that are anathema to
you or single-handedly save the planet.

* Remember the risks — as the Monsanto example shows, sustainability can backfire.
So too, can chasing fads such as biofuels, which went from media-darlings to
media-dragons in a space of months. Beware of arrogance and of defining other
people’s ethics or morals.

* Ditch the word sustainability — it is misleading to the general public, which defines
it as something completely different. Terms such as corporate responsibility,
corporate social responsibility or corporate citizenship better describe the concept
and are used by many chemical companies already.

» Consider a safety culture — an admission that chemicals are potentially very
dangerous, but if handled safely, offer benefits generally greater than their risks.
This approach seems to work for other dangerous products — say, automobiles
and electricity — without turning their producers into pariahs. And it is a statement
most chemical industry managers probably could agree to.

Sustainability’s best examples so far may be the largest Japanese chemical
companies. Compared to European and North American competitors, their programs
seem less concerned with mission statements, grand strategies and unsupported
statements than with getting down to it: building public goodwill.
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Sustainability is the new rock and roll. Sustainability is the new black. Yes, sustainability
is trendy, and not only among the fashion-conscious. The relatively uncool chemical
industry was one of its pioneers, and many of its companies have embraced it.

Yet for all that, what have they embraced? Surely not the initial definition proposed
in 1987 by the United Nation’s Brundtland Commission [1], which said sustainability
describes economic activity that meets ‘the needs of the present without compromis-
ing the ability of future generations to meet their own needs.” Noble as this concept
may be, it is impractical: sustainability could be achieved only in hindsight, and, given
the earth’s inherent propensity for change, it is downright unnatural.

So it is no surprise that sustainability programs, as currently practiced by the
chemical industry, are not actually about sustainability (as defined by Brundtland or
academics). Primarily, sustainability is about a change in the industry’s approach to the
external world: to regulators, to greens, to neighbors, to investors and to the general
public. As opposed to the adversarial approach that characterized the 1970s—1980s,
sustainability is a kinder, gentler, ‘stakeholder’ approach to social/political conflict.
It also is an effort to rebuild the industry’s long-suffering public image.

In current chemical industry practice, sustainability generally refers to three
activities:

* A ‘stakeholder’ approach to communications and external relations

* A rebranding of regulatory compliance and risk management, with the emphasis
on their benefits to stakeholders

* Recognition (and even celebration) of the opportunities, not just the costs, of
environmental and social protection

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 23
DOI 10.1007/978-94-007-3834-8_3, © Springer Science+Business Media B.V. 2012
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All of these are very much grounded in the industry’s history of conflict with
stakeholders, so that is where this book begins. Then it looks at how sustainability
is defined — by academics, by the public, by investors and by the chemical industry
in practice. We examine the three ‘sustainability’ activities in depth, the range of
how they are applied, how they are branded, the difference between sustainability
and ‘greenwash’, and their relative performance — i.e. has sustainability paid off?

The book finishes with a look at sustainability from a company’s point-of-view,
addressing the questions: Is there a non-sustainability option? Should you become
(or stay) sustainable? We conclude that some sustainability is inevitable for Western,
public companies, but that it still needs work to deliver what it aims to achieve.

Reference

1. United Nations (1987) Report of the World Commission on environment and development.
General Assembly Resolution 42/187, 11 Dec 1987. http://www.un.org/documents/ga/res/42/
ares42-187.htm
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Chapter 4
Why the Chemical Industry Turned
to Sustainability

Abstract Environmental problems triggered the chemical industry’s journey
toward sustainability. It was as much the reactions to the problems, as the problems

themselves, that spawned sustainability’s “stakeholderism”. Initially, sustainability
was about keeping a license to operate and conciliation with industry opponents.
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For about the past 50 years, the chemical industry’s relationship with the general
public has been characterized by conflict over its safety and environmental impacts.
Over that time, the industry’s image has tarnished badly (Fig. 4.1): an industry once
viewed favorably is now seen by a large proportion of the western public as dirty,
dangerous, secretive and exploitive. In the UK, for example [1], only two industries
have lower public approval: nuclear-power generators and cigarette makers.

The loss of reputation had two main causes. One was the occasional environmen-
tal problem such as the “Silent Spring” controversy that led to a ban of DDT in 1972;
the explosion in Flixborough in 1974; the exposure of deformities and disease caused
by a former dumpsite at Love Canal in the late 1970s; the accidental release of toxic
chemicals to air in 1976 in Seveso, again in 1984 in Bhopal and the release to the
Rhine River in 1987 in Schweizerhalle. Making matters worse was the perception
that the industry was being dishonest or uncaring in its response to problems.

The other cause was a wave of environmental regulations that swept over the
chemical industry (and over other industries as well). Regulation damaged the
industry’s reputation in two ways: (1) proposing and enacting a regulation makes
the regulated behavior (say, emitting pollutants) more generally known, i.e. presumably
fewer people would be aware of, say, hazardous wastes, were they not regulated;
(2) most environmental regulations have been of the so-called “command and

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 25
DOI 10.1007/978-94-007-3834-8_4, © Springer Science+Business Media B.V. 2012
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Fig. 4.1 Headed down — UK public opinion of the chemical industry, 1979-2002

control” type that are inherently adversarial, pitting regulators against the regulated.
Under command and control, regulation tends not to be a negotiation, but a battle.

The chemical industry’s main response to regulation was to join the battle,
fronted by two main arguments: (1) this regulation is not necessary, and (2) imple-
menting the regulation will cripple our competitiveness, destroy jobs and hurt our
customers. Time and again, the battles were lost by the industry and won by the
regulators. This strengthened a public image of the industry as “bad guys” and the
regulators as “good guys”, which was only reinforced when, in retrospect, the regu-
lations appeared to be necessary and did not seem to have crippled competitiveness,
destroyed jobs and hurt customers.

By the late 1980s, many in the chemical business felt they were on the ropes: the
industry’s public image was at an all-time low, and it was seen to be a whipping boy
or scapegoat for over-eager regulators and critics. Companies openly talked of their
fear of losing their license to operate.

Some in the industry saw an alternative in embracing sustainability. Rather than
battle the regulators, their sympathizers and other critics as enemies, some compa-
nies began trying to work with them as “stakeholders”. Some adopted sustainability
in desperate defense, as Shell did in the 1990s in response to its Brent Spar debacle.
Some adopted sustainability in offense, as DuPont did in the 1980s to turn the imminent
ban on CFCs to its competitive advantage.

In the following subsections we look at this history in more detail. In the next
section, we look at how sustainability is defined by other groups, and in the section
after that, we examine how this sustainability approach to public relations and regulation
has spread more broadly throughout the industry.
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4.1 How the Chemical Industry Upsets the Public

Environmental problems have dogged the industry for years. So, too, has a perception
that the industry has been dishonest or uncaring in its response to them. Even when
this is not true, the industry can come away with a damaged reputation and huge
liabilities — as the dilemma of Love Canal makes clear.

4.1.1 Environmental Problems

There are four main problems by which the chemical industry upsets the public:
disasters, non-sudden pollution, non-sudden damage and politically incorrect
products.'

Although we list these individually and in descending order of perceived impor-
tance,” these events synergistically influence public opinion. The more upsets of any
type that are perceived, the more likely public perception is to be negative — largely
irrespective of whether the upsets are of equal significance or of different types.
A company associated with, say, a disaster, a pollution upset and an unpopular
product, probably gains itself a generally negative image, whether or not the upsets
are related.

4.1.1.1 Disasters

Considering the materials handled in the chemical industry, it should not be surprising
that now and again, accidents happen. Indeed, accidents involving chemicals
(probably more with users than producers) happen most every day, as a browse of
the US Chemical Safety and Hazard Investigation Board’s website® shows.

Now and again, however, the industry has caused or been blamed for a disaster —
an accident of significantly larger impact and notoriety. Some of the most notable
disasters are:

* Explosions—suchas the 1947 explosion in Texas City, the 1974 one in Flixborough
or the 2005 one where the Jilin petrochemical plant exploded, sending a slick of
benzene and nitrobenzene down the nearby Amur River.

"'We recognize that these tend to be touchy subjects, so we point out that they are mentioned to
provide understanding, not to berate the industry. This is about explanation, not about assigning
guilt.

2Perceived importance to the author — which surely could be argued.
Shttp://www.csb.gov/index.cfm?folder=CIRC&page=index.
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* Leaks — perhaps the best-known is that at Love Canal, where emissions from a
closed hazardous-waste dump appeared to cause deformities and disease.
Although Hooker Chemical (later acquired by Occidental Chemical) had operated
and closed the dump properly, the company in particular and the industry in
general were still vilified.

* Sudden releases of toxic chemicals —the most notorious are probably two releases
to air, in 1976 in Seveso and in 1984 in Bhopal, and a 1986 one to water (the
Rhine River) in Switzerland.

Disasters become embedded in public memory and political debate, and they can
inspire hatred of the presumed culprits.* For instance, on every anniversary of the
Bhopal release, protesters in the town parade through the streets bearing an effigy of
the-then Union Carbide® CEO, Warren Anderson, which they finally burn. They see
the release of methyl isocyanate that killed thousands of local residents not as an
accident, but a crime.

All these disasters were widely covered in the media, and they are now part of
popular history. All of them led to public protests against the companies involved,
and were used as criticisms of the industry in general. Most of them, directly or
indirectly, prodded legislators or regulators to pass new regulations, and they
motivated companies to change operating practices.

4.1.1.2 Gradual (Non-Sudden) Pollution

Pollution from a production site that is or has been legal, and has not involved any
accidental discharges, can still lead to upsets. Examples of legacy pollution upsets
and the involved companies are:

* Dioxins in Michigan’s Tittabawassee River from Dow Chemical

e Perfluorooctanoic acid (PFOA) water-supply contamination in West Virginia
from Du Pont

* Polychlorinated biphenyls (PCBs) contamination of ground and water in Alabama
from Monsanto

e Possible groundwater contamination at Bonfol, Switzerland, from a hazardous-
waste dump formerly used by the predecessors of Ciba, Clariant and Novartis

e Ground contamination of numerous sites in the former East Germany, from its
former state-owned chemical industry.

*One of the best recent examples of such a disaster (albeit not involving the chemical industry) is
the 11 September 2001 attacks on New York and Washington by Al Qaida.

>The US company that owned a majority stake in Union Carbide India Ltd, which produced and
leaked the toxic gas.
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4.1.1.3 Gradual (Non-Sudden) Damage

Chemicals in use can sometimes create unexpected, undesirable side-effects. There
are many examples; some prominent ones are:

e Asbestos, which was widely used in insulation of various types, causes asbestosis
and other serious ailments. Since the mid-1980s it has been largely banned in
new uses, and many existing installations of asbestos have been removed.

* CFCs, chlorofluorocarbons, are a range of stable, non-flammable chemicals first
synthesized in the 1920s that were used mainly as propellants, refrigerants and
fire extinguishing agents. In the 1970s. CFCs were found to be catalyzing the
destruction of the earth’s stratospheric ozone layer, so in 1987 they were banned
under the Montreal Protocol.

e DDT, a pesticide, was banned first in the US and later globally, because of its
adverse impacts on several types of birds, especially bald eagles. The events
leading to a ban were sparked by publication of Rachel Carson’s Silent Spring in
1962. The book is seen by many as milestone in the development of popular
environmental consciousness.

e TBTs, tributyl-tins, are a group of biocides that were used in anti-fouling paints
for water-exposed surfaces of boats. Anti-fouling means that the paints repel sea
creatures from latching themselves onto (i.e. fouling) the underwater surface of
a boat. TBTs also leach out of the paint into seawater where they then damage
other marine organisms, so they have banned in this application, with final phase-out
taking place this decade.

Non-sudden damage such as this threatens its producers in two ways: (1) restrictions
or bans depress sales; and (2) liability costs can be significant. Asbestos claims have
pushed into bankruptcy at least S0 companies that employed many thousands,
including venerable giants GAF, Johns-Manville and WR Grace.

4.1.1.4 Politically Incorrect Products

Some products are regulated (or proposed for regulation) simply because they are
politically incorrect. Perhaps the best examples from the chemical sector are plastic
bags — which are taxed in some countries and banned in others — and PVC.

Restrictions on PVC by cities and communities began in the German town of Bielefeld
in 1986. Since then numerous restrictions have been enacted in Germany, and there are
currently 274 communities and 6 Federal States which have confirmed their policies in
writing. In the early 1990s many local authorities in Austria, The Netherlands and the
Nordic countries also restricted PVC. In the late 1990s the trend spread to Spain, where 62
Spanish cities have been declared PVC free, and to the UK, Japan and the USA. Sweden
was the first country to propose national restrictions on PVC generally; in 1995 the Swedish
Parliament voted to phase out both soft and rigid PVC... [2]

Other examples (albeit not entirely from the chemical industry) are: excess
packaging, which is prohibited under EU law; bans or boycotts proposed in several
US cities on bottled water; and a proposed EU ban on patio heaters.
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These sorts of regulations — which are hard to justify logically or legally — would
be less likely if the industry’s reputation were better, if the public were not already
upset by disasters, pollution and damage. Its poor public image, which is largely
fuelled by these upsets, makes the industry a convenient scapegoat.

4.1.2 Perception of a Dishonest, Uncaring Response

The chemical industry’s response to environmental problems often has been
characterized as dishonest, secretive, manipulative or uncaring. This has come up in
most of the above-noted examples of disaster, pollution or damage.

A more recent example came in the politicking over REACH, the EU program
for chemical licensing. A Liberal-Democrat European Member of Parliament, Chris
Davies, argued in November 2005 in front of the European Parliament: “There have
been two early casualties of REACH, the first of which is truth. Too many in the
chemicals industry, and particularly its German lobbying arm, seem to believe that
if you are going to tell a lie, then lie big.”® After saying the industry is dishonest,
Davies also claimed the European Commission was acting as a pliant tool of industrial
interests’: in other words, the industry is also manipulative.

Aside from cases where such characterizations — dishonest, secretive and so on —
are accurate, two factors can make the industry appear worse than it really is:

e Natural consequence of conflict — people in conflict often attribute base motives
and behavior to their opponents, whether or not they are true. Indeed, in private
conversations, industry representatives often accuse regulators or green activists
of showing the same traits.

e Fear of increased liability — most industry representatives are keenly aware that
they can “be hanged by their own rope”, that is their own statements and data can
be used as evidence to show that they are responsible for some environmental
problem — even when they believe they are not responsible. So to limit liability,
in emotional situations they sometimes make carefully worded statements or
refuse comment, which appear cold and indifferent.

All of these factors may have been at play in a 2005 clash between the US EPA
and DuPont. EPA levied a $10-million fine, its largest civil penalty ever, against
DuPont as punishment for withholding information about PFOA [3]. DuPont
accepted the fine while denying any wrongdoing [4]: “Our interpretation of the
reporting requirements differed from the agency’s [EPA]. The settlement allows us
to put this matter behind us and move forward,” said DuPont Senior Vice President
and General Counsel Stacey J. Mobley. The company added: “The settlement closes
this matter for DuPont without any admission of liability.”

®This statement is particularly harsh in a European context, in that the “big lie” concept is often
associated with Nazi Germany.

"This was the second of the “two early casualties” mentioned in Davies’s quote.
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Although EPA does not say so directly, its statements imply that DuPont was
dishonest. As one environmental news website [5] headlined it: “DuPont to pay
$16.5 million?® for hiding (PFOA’s) risks.” The New York Times ran it as: “DuPont
settles toxin case: It was accused of hiding data on dangers.” Despite its rather hollow
denial, by accepting the fine, DuPont appears to concede dishonesty.

Of course the matter is not closed for DuPont; the crux of it will come down to
how dangerous PFOA is. DuPont says [4] that “to date no human health effects are
known to be caused by PFOA.” On the other hand, a risk-assessment led by EPA and
approved by EPA’s Science Advisory Board [6] concluded in May 2006 that PFOA
should be classified as “likely to be carcinogenic”.

That finding, plus the EPA fine, will be valuable to plaintiffs in various lawsuits
claiming damages from DuPont over PFOA contamination of groundwater and
alleged PFOA exposure through the use of Teflon’-coated cookware. One of the
Teflon suits, filed in Miami, contends that DuPont suspected PFOA to be toxic as
early as 1961. One of the lawyers suing DuPont over Teflon contends [7]: “DuPont
lied in a massive attempt to continue selling its product.”

Earlier in 2006, EPA “invited industry to commit to reducing its PFOA emissions
and product content level by 95% by 2010 and to work toward elimination of
emissions and levels in products by 2015 [8]. In late January 2006 [9], DuPont
announced its agreement to this ‘2010/15 PFOA Stewardship Program’.

4.1.3 Reputation Versus Liability: The Love Canal Dilemma

The story of Love Canal is a classic example of the dilemma faced by companies
that have upset the public. Put in extremis, companies have two unpleasant choices:
(1) to risk their reputation in order to avoid liability; or (2) to risk liability in order
to save their reputation.

4.1.3.1 Short Recap of the Love Canal Story

Love Canal is a former hazardous-waste dump filled in the 1940s by Hooker
Chemical (which was subsequently acquired by Occidental Chemical). The dump
was designed, operated and sealed according to modern standards, i.e. the wastes
were contained within a clay liner. In the 1950s, the local government pressured
Hooker to give the land up for a school to be built there. Construction was started
but then stopped, and in 1957 the property was sold to a private developer who
turned it into a housing district.

8 The full settlement in the case was $16.5 million, of which the fine was $10 million.

°Teflon, the non-stick coating, is DuPont’s brand name for PTFE. PFOA is used in manufacturing
PTFE.
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Development and use of the houses perforated the dump’s clay seal, which
allowed some of the hazardous chemicals to surface. By the mid-1970s, residents
began complaining about contamination and its effects. By 1980, the US Federal
Government declared Love Canal to be a state of emergency: nearly 1,000 homes
were evacuated and public-access to parts of the area was blocked permanently.

4.1.3.2 Was Hooker Disreputable?

For several years in the 1950s, Hooker discouraged the local government from
buying the site and made its dangers plain.

During that time, “Hooker had escorted (local government officials) to the Canal
site and in their presence made eight test borings — into the protective clay cover that
the company had laid over the Canal, and into the surrounding area. At two spots,
directly over Hooker’s wastes, chemicals were encountered 4 ft below the surface. At the
other spots, to the sides of the Canal proper, no chemicals showed up....Hooker had
gone out of its way to make sure that they did inspect it and that they did see that
chemicals lay buried in that Canal” [10]. In the written documentation of the land
sale to the local government, Hooker included a detailed caveat of the dump’s
existence. The company also supplied a map of the dump, telling the government
that the central portion was the only safe place to build the proposed school; the rest
should be kept covered and used as a park or playground.

When the government announced plans to resell the land for private development,
Hooker representatives objected directly and clearly. According to official minutes
of one such meeting, the government recorder noted that “they (Hooker) feel very strongly
that subsoil conditions make any excavation undesirable and possibly hazardous.”
As local newspaper the Niagara Gazette reported, Hooker representative Arthur
Chambers stated: “There are dangerous chemicals buried there in drums, in loose
form, in solids and liquids.” Another regional newspaper, the Buffalo Courier-
Express, referred to Chambers’s speech about this “chemical-laden ground” [10].

With this history in mind, Hooker’s successor Occidental denied liability for the
cost of evacuation and cleanup. Even a decade after the disaster began, in 1989, as
the US EPA put it [11]: “Occidental persists in fighting numerous liability issues
and is steadfastly refusing to accept responsibility for the costly relocation of Love
Canal residents and for the other heavy costs the state incurred responding to the
Love Canal disaster.” Finally, after 16 years of litigation with state and federal
government, Occidental was forced to pay $129 million in clean-up costs.

This payment was strictly for cleanup, not for penalties or fines (government
lawyers had argued for punitive damages as high as $250 million). The ruling found
that Hooker/Occidental had not shown reckless disregard for the safety of others.
However, it also found that Hooker had been negligent in selling the site to the
government, and that the company remained liable even after the site had been sold —
hence it should foot the cleanup bill.
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So no, Hooker was not disreputable. As one analysis [10] puts it:

Despite the popular myth that Love Canal is the result of a single corporation’s greed and
heartlessness, the actual explanation is far more complex. It’s clear to anyone who digs into
this matter that Hooker may well have been the only party to the affair to behave responsibly.
Hooker chose an exceptionally fine chemical dumpsite; it ceded the dump to the local
government under circumstances in which the threat of condemnation was real and the
reality of condemnation was already under way for adjoining properties; it warned the local
government that the chemicals could kill and insisted that the government pass this warning
on to any subsequent owner of the property; it urged the government not to construct the
school or any other buildings directly over the Canal; it protested the prospect of any sub-
surface construction on the Canal. These warnings were repeatedly ignored, however, by
the governmental bodies involved in desecrating this chemical tomb: the School Board, the
City Planning Board, the city engineer, and the state Department of Transportation.

4.1.3.3 Solutions to the Love Canal Dilemma

Given that the dump had been sold and houses built even before Occidental acquired
Hooker, when faced with evidence of contamination in the late 1970s, what should
Occidental have done?

What they did, in fact, was to choose the first option of the Love Canal dilemma:
risk their reputation in order to avoid liability. Even accounts sympathetic to the
company concede that as the story played in national media, its “response was to
stonewall. The company refused to provide even basic information requested by
both the homeowners and the local news reporters.” By not talking, the company
seemed to confirm criticisms that it was greedy, heartless and criminal. Finally the
company began to talk, but mainly in a defensive tone that (although perhaps
justifiable) still appeared to suggest guilt.

After 16 years of litigation with state and federal government, Occidental was
forced to pay $129 million in clean-up costs. This was far less than what the govern-
ment had aimed for (government lawyers had argued for punitive damages as high
as $250 million), and Hooker/Occidental was not proved disreputable.

Would Sustainability Have Been a Better Approach?

Would the second option of the Love Canal dilemma — risk liability in order to save
reputation — have worked any better? As Chester Burger, a veteran public relations
expert familiar with Love Canal, put it [12]:

Public relations professionals familiar with the events believe that the entire Love Canal
disaster probably wouldn’t have happened if the true facts had been disclosed right at the
beginning, and the public had been given proof that Hooker had acted properly, responsibly
and safely. It was not an unfair press that caused the problem but an ill advised corporate
management that remained silent in the hope that they would be vindicated in the courts of the
law. The lesson that I extract from this is that in today’s America, public opinion will always
believe the worst about you unless you tell your side honestly, completely and speedily.
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Burger made these remarks in 1983, before the words “stakeholder” and
“sustainability”” were coined, but he expresses a key premise of ‘““stakeholder” thinking:
that transparency, disclosure and discussion with “stakeholders” could defuse a
disaster. His argument is that Occidental would have been judged less harshly in the
court of public opinion than in a court of law.

The Case for Stonewalling

However, there is a case to be made for stonewalling.

As for liability: Occidental was convinced that it had done nothing wrong at Love
Canal (i.e. wastes were disposed properly, the government was warned of the site’s
dangers). They believed that they were not liable for cleanup, and under laws at the
time, this was probably true.

Indeed, the government had to litigate for years, and even to change liability law,
to shift legal responsibility onto Occidental. Superfund legislation and implementation
were inspired by the events at Love Canal: starting with Occidental, governments
have tapped whatever companies they can to pay for expensive cleanups'® [13], with
far less regard than formerly to the notion of strict liability. To the government,
eager to find money to fund the cleanup, Occidental was a sitting duck — better yet
an obvious golden goose.

To Occidental, apparently the best way to avoid giving up its golden eggs was to
be silent. From a liability standpoint, this position is difficult to contest. Any public
admissions could well have increased liability.

At the same time, would public admissions have helped the company’s reputation?
Despite Burger’s claim that it would, this is not clear. It is entirely possible that as
many or more people would be outraged as those that would be assuaged. And even
if Burger is at least partly right, the ultimate question is: would the avoidance of
liability offset the loss of reputation?

Occidental gambled that it would, and arguably they made the right choice. This
Love Canal dilemma is just as relevant to the chemical industry today as it was then — it
is a prime mover behind some companies embracing sustainability (see the example
of Shell, in Sect. 4.4.2, page 38).

4.2 How Regulation Has Harmed the Industry’s Image

Over the past 50 years, a wave of environmental regulations has swept over the
industry (and over other industries as well). Surely this has reduced the industry’s
negative impacts on human health and the environment; nonetheless, regulation has

0The so-called “deep pockets” approach to funding of environmental remediation. By this principle,
parties associated with causing an environmental problem fund its remediation mainly according to
their ability to pay (how deep their pockets are) rather than according to their strict liability.
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concurrently made the impacts appear worse in two ways: (1) proposing and enacting
a regulation makes the regulated behavior (say, emitting pollutants) better known,
i.e. presumably fewer people would be aware of the pollutants were they not
regulated; (2) most environmental regulations have been of the so-called “command
and control” type that are inherently adversarial, pitting regulators against the
regulated.

4.2.1 Regulation Recap

Starting in the late-1960s US, a whole body of environmental law and regulation has
grown and spread around the world. A landmark event was the founding of the US
Environmental Protection Agency (EPA) in 1970. EPA went on to administer one
landmark regulation after another: NEPA (1969), the Clean Air Act (1970'"), the Clean
Water Act (1972), Toxic Substances Control Act (1976), Resource Conservation
and Recovery Act (1976) and the “Superfund” Comprehensive Environmental
Response, Compensation and Liability Act (1980).

These regulations were focused on how to operate manufacturing plants and how
to handle their wastes. Subsequent regulation has focused more on safe use and
disposal of chemical products.

4.2.2 Command and Control

So-called “command and control” was at the heart of the wave of regulation in the
1970s and 1980s. Under command and control, pollution abatement procedures are
specified, permitted (or not), monitored and, in cases of violation, fined. For instance,
a producer of organic chemicals typically must incorporate certain design features,
operating and waste-disposal procedures to be granted permission to produce. A power
generator is obliged to install scrubbers on his smokestacks before he starts operation,
and so on.

Command and control yielded major benefits. Even its fierce critics concede that
the wave of environmental regulation starting in the 1970s dramatically cleaned up
the skies, the waters and the land. But the same critics bemoan the associated costs.
Even its proponents concede that command and control is expensive!? as well as
inherently adversarial, pitting regulators against the regulated. Under command and
control, regulation tends to be an ongoing battle.

""'"The original US Clean Air Act was enacted in 1963; however, it was not so much regulation as
funding for research and some clean-up activities.

12 Relative to other approaches to regulation, such as “performance”, “economic” and
“voluntary”.
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4.3 The Battle of Litanies: Regulators Versus Industry

Command and control has spawned an ongoing battle between regulators and industry.
The regulators come armed with what researcher Bjgrn Lomborg calls “the litany”
[14]: “Our resources are running out. The population is ever growing, leaving less
and less to eat. The air and the water are becoming ever more polluted. The planet’s
species are becoming extinct in vast numbers....The forests are disappearing, fish
stocks are collapsing and the coral reefs are dying.”

The litany has become conventional wisdom across broad swathes of western
culture. 7ime magazine states that “everyone knows the planet is in bad shape.” New
Scientist warns that our polluting ways may relegate humans to “the dustbin of
evolutionary history.” In his book Earth in the Balance, former US Vice-president
Al Gore concludes that “the violent collision between human civilization and the
natural world” is so threatening that “we must make the rescue of the environment
the central organizing principle for civilization.” Or else.

Until the late 1980s, the chemical industry (and others) mainly responded with
their own litany: (1) this regulation is not necessary, and (2) implementing the regu-
lation will cripple our competitiveness, destroy jobs, hurt our customers and so on.
As Chicken Little might have said, if you pass this law, the sky will fall in. A classic
example comes from the automobile industry, as described by a prominent regulator,
the State of California:

Both General Motors and Ford claimed in the 1970s that if they were forced to introduce
catalytic converter systems'? across-the-board on 1975 models, the result would be “business
catastrophe.” Ernest Starkman, GM’s President said “It is conceivable that complete stop-
page of the entire production could occur.” Ford testified that if the US Environmental
Protection Agency did not suspend the catalytic converter rule, it would cause Ford to shut
down [15].

The automobile industry lost this battle (although perhaps they bought themselves
some time), because in the end automobile catalysts became mandatory. Again and
again, similar battles were lost by the industry, won by the regulators. This may be
because regulators simply had more power, but in any case, the perception emerged
that industry was just being obstructive. This created a public image of the industry
as the “bad guys” and the regulators as the “good guys”, which was only reinforced
when, in retrospect, the regulations appeared to be necessary and had not crippled
competitiveness. As the State of California puts it:

Today (2007), both companies (GM and Ford) are still in business and, not surprisingly,
they claim credit for reducing automobile emissions by 96% since the 1960s...The bottom
line: The industry’s gloom and doom predictions have never come true. It was wrong
before and it’s wrong now. In fact, the industry’s own statements belie the arguments that
its executives made in court. Instead of fighting with California and the rest of the world,
the industry should focus its efforts on complying with California’s greenhouse gas
regulations [15].

13 Automobile exhaust catalysts, known in the US as catalytic converters.
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A similar verdict was made in the 1980s about the chemical industry by
Germany’s Federal Environmental Agency. In the Agency’s former headquarters in
Berlin, some offices prominently displayed a copy of “Uwe Lahl’s Rules”,'* which
characterized the industry’s response to proposed regulations as:

1. There is no problem.

2. The so-called problem is junk science, argued by critics who aim to destroy us

3. Although there is no evident problem, we are jointly studying this issue with
regulators

4. In some rare cases there may be a problem, which will require years of further
study

5. The proposed regulations will cripple the industry’s competitiveness

6. We, the industry, have solved the problem — applause, please.

4.4 Losing the License to Operate?

By the late 1980s, some senior chemical managers felt they were on the ropes.
Thanks to environmental upsets and regulation, the industry’s public image was at
an all-time low (it has improved slightly since then). It appeared to have become an
easy target or scapegoat for over-eager regulators and critics. Moreover, some in the
industry began to worry that the industry’s license to operate was threatened; unless
image improved, the public could force closure of a significant number of chemical
operations.

4.4.1 A Poor Public Image

In Western society, chemicals were seen into the 1950s as a high-tech industry.
Similar to today’s “high-tech” sector of computing and telecommunications, it was
viewed as progressive and even cool. Perhaps the image was best captured by
DuPont’s slogan launched in 1935: “Better Things for Better Living ... Through
Chemistry.”

By the 1960s that image began to tarnish, and it steadily declined thereafter. By
the 1980s DuPont dumped the “Through Chemistry” part of its slogan. Although
precise figures vary from place to place, the fraction of the public that viewed the
industry favorably fell, while the fraction that viewed the industry unfavorably rose
(Fig. 4.1). The favorable fraction fell from a majority to a minority, at times being
exceeded by the unfavorable. Part of this fall from grace is a general disillusionment
with institutions that has taken root in the West, but chemicals and the industry have

4 Uwe Lahl was and still is a senior regulator with the Agency.
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been hit harder than most. As recently as 2002 in the UK, for example [1], only two
industries had lower public approval than chemicals, nuclear-power generators and
cigarette makers.

Recent popular fiction sometimes depicts the chemical industry and other chemical
polluters as heartless, exploitative criminals. Some of the films to do this include:
Fletch Lives (1989), A Civil Action (1998); and Erin Brockovich (2000). We suspect
this is more an effect than a cause of the problem, but it nonetheless anchors an
image of dirtiness, danger, lying and unprincipled greed.

4.4.2 Scapegoating, Loss of License

A poor reputation hurts the industry in three main ways. First it tends to become a
“whipping boy” or scapegoat for hostility that is specious or undeserved (see
“Politically incorrect products”, page 29). Second, it discourages employees and
hampers recruiting. Third, it could lead to society denying the industry permission
to exist, i.e. cancelling the industry’s license to operate.

So far, license denial happens in isolated cases, but the fear is that incidents such
as the three examples described next could become a broader trend:

* Denial of construction permits for a PVC complex — in the mid-1980s a large
PVC producer was denied permits to develop a site near Houston, after local
residents organized to block the plant. Permitting officials — who supported the
project — privately conceded that the company’s and industry’s image as dangerous
and greedy made the crucial difference in blocking what technically was an
unobjectionable proposal.

* Denial of permits to expand a refinery — in 2008 a ConocoPhilips refinery in
Wood River, Illinois, USA, was denied permits to expand capacity after a
challenge led by the Natural Resources Defense Council. The argument was that
“air pollution from the refinery’s flares, which relieve pressure in the refining
process, was not being sufficiently controlled” [16].

o Shell and Brent Spar—in 1995 Shell Oil decided to dispose of a disused oil-production
platform, called Brent Spar, in the North Atlantic by sealing it and then sinking it in
deep water. Although this decision clearly was approved by all relevant regulators
up to a very high level, environmental activist Greenpeace objected, saying the
platform should be brought ashore and dismantled. As the dumping date drew near,
Greenpeace protestors occupied the platform to prevent it being sunk. After 2 months
of occupation, with daily media coverage culminating in a boycott of Shell filling
stations in Germany, Shell capitulated, abandoning its plans to sink Brent Spar,
which ultimately was disposed of onshore, as Greenpeace had demanded.

Although Shell had followed regulations and won regulatory approval, it was
forced to change course (at an extra cost of perhaps $80-100 million), plus it took a
rough ride in the general media and most likely in popular opinion. According to
Greenpeace, Shell’s revenues from its German retail operations were down as much
as 50% for the period.
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4.5 Sustainability: A Way to Keep the License,
A Way to Influence Regulation

Shell’s public lambasting over Brent Spar spurred it to embrace sustainability, and
Shell is not an isolated case. Other companies and industries (for example, much of
the mining sector) have also made “deathbed conversions” to sustainability as a
defensive measure.

Other companies chose sustainability for offensive reasons, as a way to gain
advantage from inevitable regulation. Rather than battle the regulators and critics as
enemies, some companies began trying to work with them as “stakeholders”. A good
example here (and perhaps the first example of its kind) was DuPont’s embrace in
the 1980s of the imminent ban on CFCs that led to the Montreal Protocol.

The Shell and DuPont cases are detailed in the next two subsections. A final
subsection discusses the reaction of regulators. All this begs the question: Did
sustainability work? We come back to that in the section Evaluating sustainability:
is it necessary, and does it pay?, starting on p 86.

4.5.1 Shell: Defensive, to Keep the License

Shell’s adoption of “stakeholderism” and sustainability in response to Brent Spar'>
was a desperate attempt to regain credibility, to hang on to its license.

In foresight and hindsight, Shell insists that the best disposal option in terms of
protecting the environment for Brent Spar was to sink it. Shell also maintains that
Greenpeace massively overestimated the potential environmental effects of sinking
the platform. Still, the incident pushed Shell to embrace its version of sustainability,
as Shell UK Chairman James Smith wrote in a Greenpeace publication in 2005:

Public outrage at Shell plans to sink the decommissioned Brent Spar in deepwater in the
Atlantic shocked the organisation. Independent experts and the government had agreed this
was the best option. Yet the controversy had damaged our reputation as a responsible busi-
ness. Our understanding of the sensitivities, creativity in finding solutions and communica-
tions had been inadequate....We recognised that we needed to change our approach — not
just to offshore decommissioning in the UK, but to how we conduct all our operations
everywhere.

We had learned that, while good science and regulatory approval are essential, they are not
sufficient. We needed to engage with society — understanding and responding to people’s
concerns and expectations. We had to be clearer and more transparent about our plans and
actions.

15 Shell’s response probably was also in response to protests against the environmental and social
impacts of its operations in the Niger Delta. In November 1995 the Nigerian government executed
nine protest leaders, including the famed activist Ken Saro-Wiwa, on trumped-up charges of incite-
ment to murder. Some Western governments were outraged, and Greenpeace said: “Ken Saro-
Wiwa was hanged today for speaking out against the environmental damage to the Niger Delta
caused by Shell Oil through its 37 years of drilling in the region.”
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So we made a commitment in our business principles to contribute to sustainable development.
An annual Shell Report assesses our progress while Tell Shell provides an internet forum
for people to question us and tell us what they think. Rigorous assessment of the environ-
mental, social and health impact is now required before commencing all our new projects
and major facility developments, including decommissioning. This involves systematic
engagement with stakeholders. ... Working together with those with expert knowledge of the
environment helps us to make better decisions [17].

4.5.2 DuPont: Offensive, to Turn Regulation into Advantage

DuPont’s support of a global ban on CFCs was a case of adopting sustainability to
turn regulation into competitive advantage.

As documented by former regulators Stephen Andersen of the US EPA and
Madhava Sarma of the United Nations Environmental Program [18], although
scientific and political concern about their ozone-depletion began in 1974 and the
US had banned them in aerosols in 1978, efforts to ban all CFCs worldwide had
stalled by the mid-1980s. DuPont (and other CFC producers) steadily either opposed
regulation or called for further study. The 1985 discovery of the “ozone hole” in the
stratosphere revived efforts for a ban, but the decisive event was in 1986, when
DuPont, with a 25% CFC global market share, called publicly for limits on future
production. Only a year later the Montreal Protocol was signed. Within 3 years the
phase-out of CFCs was scheduled and irreversible.

DuPont’s continued opposition to the CFC ban could have defeated the Montreal
Protocol, contend Andersen and Sarma. So why did DuPont turn its previous oppo-
sition into support? Mainly it was motivated by a desire to boost profit by producing
and selling patented, more-costly alternatives to off-patent, cheaper CFCs. “The
alternatives...would not have found a market if the cheaper CFCs continued to
be marketed” [18].

The reason behind DuPont’s switch sounds much simpler in retrospect than it
would have beforehand. The move could have backfired: other CFC producers could
have continued to resist the ban (they soon followed DuPont’s lead); the switch
could make DuPont look greedily opportunistic (it did to some, but probably not
many people); it could make DuPont or the industry appear dishonest to regulators'®
(again, perhaps to some, but probably not to many); or the momentum for a ban
could have fizzled out for other reasons (this did not happen).

16See “Uwe Lahl’s Rules” in Sect. 4.3, page 36.
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4.6 For the Chemical Industry, Sustainability Is Conciliation

As pioneered by DuPont, Shell and others, sustainability is a conciliatory approach
to regulators, to neighbors, to the general public, to employees and (sometimes) to
critics, who are known as stakeholders. It displaces a more hostile, stonewalling
approach to these groups. It is primarily about environmental impacts, and over the
years it has come to include some social impacts as well. There is an offensive side
and defensive side to sustainability, as the DuPont and Shell examples show.

Sustainability in the chemical industry is, at its heart, about public relations. By
this we mean public relations in a broad sense, not just in a narrow sense of political
“spin”. And “sustainability” public relations need neither be cynical nor merely
cosmetic.

As we will see in the next section, sustainability also is a slippery concept that
means one thing to the public, another to academics and yet another to financial
markets. The financial markets’ view of sustainability is fairly close to that of the
chemical industry’s in practice, which is covered in the subsequent section.
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Chapter 5
How Others Define Sustainability

Abstract Definitions of sustainability vary dramatically. This chapter reviews
the views of the general public, academics wand financial markets.

Keywords Sustainability ® Definitions ¢ Strategy * Communications ¢ Public image

Sustainability is a slippery term that means different things to different groups.
To the general public, it means showing concern for the environment. Theorists
also see it that way, but they struggle to define that concern in any uniform, consis-
tent way.

The financial community defines sustainability very differently. To professional
investors, sustainability primarily means avoiding scandal; secondarily it means
capitalizing on the opportunities of environmental and social protection. Over the
past two decades, an entire subsector of the financial industry — sustainability analysis —
has grown up to rank public companies on these factors. This perception of
sustainability is shared to a great extent by the chemical industry.

In the following subsections, we present the views of the public, of academics
and of financiers. In the next section, we look at how chemical companies put
sustainability into practice.
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44 5 How Others Define Sustainability
5.1 The Popular View of Sustainability

Soaring eagles, thriving polar bears, smiling third-world children — all these are
possible if we recycle our empties and turn out the lights when we leave the room.
And while we’re at it, let’s rock for “a climate in crisis” at the next Live Earth!
concert.

Clearly, popular views of sustainability are not particularly rigorous. Neither is
the advice offered by some public agencies. For instance, a sustainability guidebook
issued by the US State of Washington [1] urges residents to use renewable energy
and to buy locally, although the benefits of these are highly debatable, along with
offering chestnuts such as “plan for the long-term” and “deal with local problems”.
A website published by the UK’s Cornwall County Council [2] claims that 4 x4
automobiles are not sustainable, “because 4 x4s and SUVs? are generally heavier
than conventional cars, they need bigger engines, which tend to produce more
carbon dioxide. Although 4 x4’s kick out a lot of pollution they are by no means the
worst. Some small cars are worse in terms of fuel efficiency.”

The best definition of how the general public views sustainability is: showing
concern for the natural environment and human health. “Trying to do the right
thing” might be another phrase for it, with an emphasis on the trying. Whether or
not the action really is the right thing is secondary and often blithely presumed.

Probably the largest area of debate surrounds the notion of sacrifice. Must we
sacrifice economic growth or personal consumption to protect the environment?
According to a 1990 survey of typical Americans [3], two-thirds believed that
“economic growth, environmental protection and the health and happiness of people
can be accomplished without sacrificing any one of them.” About one-fifth of those
surveyed believed there must be trade-offs (and presumably the remaining tenth are
undecided).

The chemical industry faces an uphill battle to appear sustainable to the general
public. Not only are many chemicals inherently dangerous, many are dreaded
(seen as potentially catastrophic, dangerous to future generations, involuntary and
uncontrollable) or unknown (the dangers are hidden, delayed in time or simply not
yet recognizable) — and sometimes all three.

One of the few industries the public sees as even less sustainable than chemicals
is nuclear power. Whatever its safety record, the public consistently ranks it highly

'"The Live Earth concert on 7.7.07 was, according to its organizers, “a monumental music event
that brought that brought together a global audience to combat the climate crisis.” Live Earth
staged concerts in major cities — plus special broadcast events in places including Antarctica —
featuring older acts such as The Police, Genesis, Bon Jovi and Madonna with younger acts Kanye
West, Kelly Clarkson, Black Eyed Peas and Jack Johnson. Live Earth’s 24 h of music across seven
continents “delivered a worldwide call to action and the solutions necessary to answer that call”
http://www.liveearth.org/. Cynics might see the concert as a marketing campaign for its performers
and for its “official partners” such as eBay, Pepsi, Smart cars and other youth-oriented brands.

2 Sport utility vehicles.
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on dread and unknown. As one expert on environmental risk points out, laypeople
see atomic energy as far more dangerous than, say, bicycles or power tools, even
though experts judge the latter to be more likely causes of individual harm.

5.2 The Theoretical (Academic) View of Sustainability

Academics, like the general public, also see sustainability as showing concern for
the natural environment and human health, but they struggle to define that concern
in any uniform, consistent way. This is not for lack of trying. A search of the key-
word “sustainability” on Scopus, the world’s largest abstract and citation database
of scholarly research, cites 21,394 articles written since 2000.

A key difficulty is the slipperiness of the concept itself. The best-known definition
was the one proposed in 1987 by the United Nation’s Brundtland Commission [4],
which said sustainability describes economic activity that meets “the needs of the
present without compromising the ability of future generations to meet their own
needs.” As one research project [5] summarizes: “Sustainable development simply
means development that genuinely sustains and improves economic, social and
environmental wellbeing with no major trade offs, locally and globally, now and in
the future.” Taken at its word, this definition is almost irrelevant, akin to the “how-
many-angels-can-dance-on-the-head-of-a-pin” questions that occupied medieval
scholars. It is impractical: sustainability could be achieved only in hindsight, and,
given the earth’s inherent propensity for change, it is downright unnatural.

Another concept often associated with sustainability is the “precautionary prin-
ciple”. As defined in the “Wingspread Consensus” [6]:

...While we realize that human activities may involve hazards, people must proceed more
carefully than has been the case in recent history. Corporations, government entities, orga-
nizations, communities, scientists and other individuals must adopt a precautionary
approach to all human endeavors. Therefore, it is necessary to implement the Precautionary
Principle: When an activity raises threats of harm to human health or the environment,
precautionary measures should be taken even if some cause and effect relationships are not
fully established scientifically. In this context the proponent of an activity, rather than the
public, should bear the burden of proof. The process of applying the Precautionary Principle
must be open, informed and democratic and must include potentially affected parties.
It must also involve an examination of the full range of alternatives, including no action.

As such, the precautionary principle — which boils down to the nostrum “be careful” —
is as slippery as sustainability itself, but it does underpin one practical application:
assessing environmental trade-offs. A well-known example is the UK government’s
Stern Report [7], which concluded that the world should invest more now in pre-
venting global warming to avoid greater losses in future. Trade-off assessments can
be done by a variety of methods such as contingent valuation, cost-benefit analysis,
life-cycle assessment or risk assessment.

Other than this summary, academic notions of sustainability are not detailed
further in this book, because either they are not actually about sustainability or they
are impractical. Still, we would also note that the gulf between how sustainability is
defined in theory and in practice may be confusing to many observers.
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5.3 The Financial Market View of Sustainability

To the financial community, sustainability primarily means preventing scandal.
The words sustainability and responsibility are used interchangeably, e.g. “sustain-
able” companies are “responsible” companies or sometimes ‘““socially responsible”
companies. Sometimes sustainability also means capitalizing on business opportu-
nities believed to be environmentally beneficial.

Within the financial world, sustainability is defined by the sustainability ratings
industry. In the following two subsections, we describe that industry and how it
defines sustainability in more detail.

5.3.1 The Sustainability Ratings Industry

Sustainability ratings of public companies, including chemical companies, are pub-
lished regularly by the sustainability ratings industry. An example of rating criteria
are presented in Table 5.1. Ratings are intended to guide investors trying to identify
sustainable or responsible companies. Sustainable or responsible investing is a
significant force in financial markets: it accounts for 3-5% of public equity in the
developed world, and that proportion probably will double by 2015.

Some of the more prominent ratings firms are: Calvert, Centre Info, Ethical
Investment Research Service (EIRIS), Ethos, Innovest, INrate, KLD, SiRi,
Sustainable Asset Management (SAM) and Vigeo. Two of these, EIRIS and SAM,
supply the research for two sustainability share-index families, the FTSE4Good
indices and the Dow Jones Sustainability indices.

Sustainability ratings are based on information reported by the rated companies.
To promote and guide this reporting, ratings companies and asset managers have
created two UN-sponsored projects: Principles for Responsible Investment® (PRI)
and the Global Reporting Initiative.* Money managers who have signed up to the
PRI reportedly look after $13 trillion in assets.

5.3.2 Sustainability: Avoid Scandal, Pursue Eco-Opportunities

In the world of sustainability ratings, sustainability primarily means preventing
scandal. Sometimes it also means capitalizing on business opportunities believed
to be environmentally or socially beneficial. We examine these meanings in the

3 http://www.unpri.org/principles/.
* www.globalreporting.org/.
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Table 5.1 An example of corporate sustainability assessment criteria

Dimension Criteria Weighting (%)
Economic Codes of conduct/compliance/corruption and bribery 5.5

Corporate governance 6.0

Risk and crisis management 6.0

Industry specific criteria Depends on industry
Environment  Environmental performance (eco-efficiency) 7.0

Environmental reporting® 3.0

Industry specific criteria Depends on industry
Social Corporate citizenship/philanthropy 35

Labor practice indicators 5.0

Human capital development 5.5

Social reporting? 3.0

Talent attraction and retention 55

Industry specific criteria Depends on industry

From sustainability asset management, which does the ratings for the Dow Jones sustainability index
*Criteria assessed based on publicly available information only

following two subsections. As it turns out, these definitions inform the chemical
industry’s view of sustainability — which we explore in the next section.

5.3.2.1 Avoiding Scandal

Scandal — from the sustainability viewpoint — is an event that brings the rated com-
pany into disrepute. It can be environmental (contamination of groundwater), social
(use of slave labor) or ethical (bribery to win business). Most sustainability ratings do
not rate financial performance as such; this is left to mainstream financial analysts.

Within the industry and among investors, there are various opinions as to what a
scandal is and how scandals should be weighted against one other. A few sectors are
considered by most ratings companies to be fundamentally scandalous: armaments,
tobacco, pornography and in some cases nuclear power.

For the remaining companies, ratings focus on three main questions about a given
company: Did you have a recent scandal? Have you made or are you making amends
for past scandals? Do you have systems in place to prevent future scandals?

5.3.2.2 Pursuing Environmental Opportunities

Sometimes companies are rated as sustainable, simply because of they are in a
sector deemed to be beneficial to the environment: such as renewable fuels, water
treatment or recycling. This is less widespread than the “avoiding scandal” approach,
and the method appears to be far less rigorous.
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Chapter 6
How Chemical Companies Define Sustainability,
in Practice

Abstract The core research of the book is outlined here, first the method and then
the major findings.

Keywords Sustainability ® Chemical industry ¢ Strategy * Communications
* Public image

Within the chemical industry, sustainability began as a conciliatory approach to
relations with the public — regulators, neighbors, the general public, employees and
some critics — who have been renamed as stakeholders. Sustainability displaces a
more hostile, stonewalling approach to these groups. It began with communication
and sometimes discussion of environmental impacts, and over the years it has come
to include social impacts as well.

There are both defensive and offensive sides to sustainability. The defensive side
is aimed at boosting the industry’s negative image and at avoiding liability: put more
bluntly, this means avoiding scandals. The offensive side is aimed at optimizing
competitive advantage through regulation: put more bluntly, this means engaging
with regulators, rather than fighting or stonewalling them, to shape regulations.

Sustainability has been built into the organization and operations of many chemical
companies. As such, there are three main functions to sustainability:

* A “stakeholder” approach to communications and external relations, i.e. voluntary
reporting about non-financial performance.

* A rebranding of regulatory compliance and risk management, with emphasis on
their benefits to stakeholders. In limited cases this extends to “beyond compli-
ance” measures, where corporate environmental or social targets exceed those
required by law.

* Recognition (and even celebration) of the opportunities, not just the costs, of
environmental and social protection.

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 49
DOI 10.1007/978-94-007-3834-8_6, © Springer Science+Business Media B.V. 2012
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At the same time, not all chemical companies have adopted sustainability, and
among those that have, the emphasis can vary considerably.

This chapter details the preceding paragraph, based on research of the world’s 29
largest chemical companies. In the first section, we describe that research. In the
following four sections, we inspect: sustainability within the corporate organization;
approaches to stakeholders; rebranding of compliance and risk; and celebration
of green opportunities. In the final section, we briefly address the idea of economic
sustainability.

In the next chapter, we examine the idea of sustainability “brands” among chemi-
cal producers.

6.1 Research Method

Because sustainability is about public relations, we based our research on public
information, primarily on the sustainability reports and websites published by most
chemical majors, supplemented by some private discussions. The premise is that
sustainability is what these leading companies (Table 6.1) say it is.

Sustainability is not always called by its name. It is also called “corporate respon-
sibility”, “corporate social responsibility”, “corporate citizenship” or sometimes
just “environmental”. In practice, these mean pretty much the same thing, so in our
research we have looked for the sustainability concept, whether or not the precise
name was applied.

6.2 Sustainability Within the Corporate Organization

How are chemical companies organized for sustainability? Our research looked for
four manifestations of sustainability within the majors’ organizations: permanent
staff devoted to the issue; guidelines or a charter; awards and associations. We also
looked for legacy issues (past or present problems in public relations) that might
influence the company’s approach to sustainability.

A summary is presented in Table 6.2; legacy issues and manifestations are
discussed in the following five subsections.

6.2.1 Legacy Issues

Legacy is a polite name for products or events that have scandalized a company.
Twelve of the 29 companies researched have identifiable legacy issues, some of
them relatively minor.
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Table 6.1 Research target — the world’s 30 largest chemical companies, by revenues

Company HQ country Ownership
United States (7)

Chevron usS Public

Dow Chemical usS Public

DuPont usS Public
ExxonMobil (0N Public
Huntsman Corp. [N Private, Huntsman family
Lyondell Chemical*® [N Public

PPG Industries usS Public

Europe (10)

Air Liquide France Public

Akzo Nobel Netherlands Public

Basell Netherlands® Private

BASF Germany Public

Bayer Germany Public
Evonik/Degussa Germany Foundation
DSM Netherlands Public

Ineos UK Private

Shell Netherlands Public

Solvay Belgium Public

Japan (5)

Mitsubishi Chemicals Japan Public

Mitsui Chemicals Japan Public
Shin-Etsu Chemical Japan Public
Sumitomo Chemical Japan Public

Toray Industries Japan Public

Other(7)

China Petroleum and Chemical (Sinopec) China State controlled
Formosa Plastics Taiwan Privately controlled
KPC Kuwait State controlled
LG Chemical S Korea Public
Petrochina China State controlled
Reliance India Public

SABIC Saudi Arabia State-controlled

*Was acquired by Basell at the end of 1997
"Headquarters in the Netherlands, but owned by a US company, Access Industries, which is privately
held by a Russian

In most cases, the legacies appear to have affected on why and how the company
has adopted sustainability. DuPont started sustainability in as a reaction to its public
difficulties with CFCs. Shell adopted sustainability after its public humiliation over
disposal of its Brent Spar platform (see Scapegoating, Loss of License, p. 38).
Solvay focuses much of its sustainability program on gaining public acceptance of
its chlorine and chlorine-derivative products, which have been pilloried in Europe
for many years. Shin-Etsu devotes a large part of its current efforts to apologizing
and making amends for a 2006 explosion.
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6.2.2 Corporate Organization for Sustainability

Thirteen of the 29 companies have an identifiable organization dedicated to
sustainability. In nearly all cases, ultimate responsibility rests with a member of the
management board, the board of directors or a vice president. Sustainability teams
tend to be built into or around three existing functions: environmental management,
public relations and/or strategic planning.

Companies such as Dow, DuPont, Akzo Nobel, BASF, DSM, Shell and Toray
have built sustainability deep into their organizations, with some responsibility in
most business units. Often this is a part-time responsibility; in this sense sustain-
ability is managed similarly to “initiatives” such as quality-improvement or cost-
cutting. At Shell, 20% of bonuses are predicated on sustainability targets.

Five of the companies surveyed — Basell, Ineos, Formosa Plastics, Kuwait
Petrochemical and SABIC — have little to no interest in sustainability. Not surpris-
ingly then, they have no sustainability organizations.! Mitsubishi is just getting
started with sustainability, and probably will have an organization soon.

The remaining ten companies almost certainly have some sustainability organi-
zation. However, either they choose not to report about it or we were not able to find
it in the public domain.

6.2.3 Guidelines or Charter (and Definitions)

All but 6 of the top 29 publish some guidelines or charter about sustainability,
although not always using that specific word. Not surprisingly, the six are those that
show little interest to date in sustainability: Basell, Ineos, Formosa Plastics, Kuwait
Petrochemical, SABIC and Mitsubishi.?

Their choice not to have a charter is conscious. Clearly, they know what sustain-
ability is, and they explicitly choose not to adopt it. SABIC, in its 2007 annual report,
defines sustainability succinctly and well: “Our understanding of CSR is clear and
straightforward: CSR is about committing to open and transparent business practices
based on ethical values and respect for employees and other stakeholders, society at
large, and the environment.” Although the company went on to say in the same report
that it is developing a sustainability policy, this is not yet evident.

Ineos puts a fine point on its rejection of sustainability. On its website, it says:
“Excellence in safety, health and environmental performance is our top priority and
we are open and honest about such performance, which we publish locally and
nationally, as required.” A sustainability approach would be to publish voluntarily,
not just as required.

"Formosa Plastics shows no interest in sustainability, but its US subsidiary does. Formosa Plastics
publishes a sustainability report.

2 Mitsubishi is just getting started with sustainability, and probably will issue guidelines or a
charter soon.
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The remaining 24 publish broad statements about their commitment to
sustainability. Sometimes these are “motherhood statements”, written by advertising
agencies, that tend to hyperbole. Readers of this book might think Dow Chemical is
a leading chemical company, and they might think that is impressive in itself, but
Dow goes further, claiming that “we strive to constantly improve those things essen-
tial to human progress. From the clothes we wear to the food we eat. From the
homes we live in to the furnishings, fixtures and fittings that adorn them ....” It is
hard to read this and not be reminded of the claims of a restaurant chain, Hard Rock
Cafe, to be saving the planet by recycling some waste, using electric-start ovens and
trash compactors [1].

A less over-the-top and surely more accurate statement is that of Korea’s LG
Chem, which says it will “work tirelessly to be a company that is respected by the
general public through sustainability management giving balanced consideration to
environmental, social and economic factors.” Other than the “tirelessly”, this sounds
realistic and sensible.

Meanwhile, several companies offer their definitions of sustainability, which we
find to be fairly similar to the definition we present in this and the preceding chap-
ters, for example:

e DSM - DSM’s Corporate Values (Valuable Partnerships, Respect for People and
Good Corporate Citizenship) mean meeting the ever more stringent regulatory
requirements and societal expectations that grant us our license to operate.

* Mitsui Chemical — Corporate Social Responsibility means becoming “a Good
and Trustworthy Company” that earns the trust of its stakeholders and the pride
of its employees.

* Huntsman — Sustainability is founded on the principles of transparency and
respect in order to build trust with our stakeholders. Such transparency involves:
(1) Identifying key environmental, social, and economic issues affecting our
business and the locations where we operate; (2) Disclosing our performance —
both the successes and the failures.?

6.2.4 Awards

About two thirds of the top 29 companies report awards for sustainability or envi-
ronmental performance. These come in two basic types: “good neighbor” awards
from local or regional governments; and high rankings from sustainability analysts
who serve the financial markets.

3 Huntsman goes on to list two other elements: (3) Committing to continuous improvement by
establishing long and short range improvement goals; and (4) Being accountable for our perfor-
mance by tracking and reporting progress towards the goals identified in our improvement plans.
As we shall see, there is some question as to whether these are part of sustainability or not.
Nonetheless, there is a clear consensus that sustainability means reporting, or as Huntsman puts it,
disclosure.
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Some of the more prominent ratings firms are: Calvert, Centre Info, Ethical
Investment Research Service (EIRIS), Ethos, Innovest, INrate, KLD, SiRi,
Sustainability Asset Management (SAM) and Vigeo. Two of these, EIRIS and SAM,
supply the research and make the selections for two sustainability share-index fami-
lies, the FTSE4Good indices and the Dow Jones Sustainability indices (DJSI).

6.2.5 Associations

Just over half of the companies report membership in sustainability associations
such as the WBCSD, the World Business Council for Sustainable Development.
Association membership can serve several functions: signal to stakeholders that
the company is committed to sustainability; provide to the company information
and guidance, through joint research and discussion; advertise as a third-party the
company’s efforts or programs; and organize some engagement with stakeholders.

6.3 Stakeholder Approach to Communications

One function of sustainability in the chemical industry is a “stakeholder” approach
to communications and external relations, i.e. voluntary reporting about non-financial
performance.

Stakeholding can be an incredibly broad concept. According to the Stakeholder
Engagement Manual [2], stakeholders are “any group or individual who can affect,
or is affected by, an organization or its activities. Also, any individual or group that
can help define value propositions for the organization.”

For this book, we take a more limited view. We see stakeholders as people or
groups that take a direct interest in a company’s environmental or social perfor-
mance. Obvious stakeholders are: regulators, employees (and potential employees),
local communities, activists and eco- or socio-conscious investors and customers.
In the first subsection to follow, we discuss this definition in more detail.

Our research looked for five manifestations of approaching these stakeholders:
sustainability reporting, Responsible Care, consultation or dialogue, partnership
and philanthropy. The findings are presented in Table 6.4 and in the following sub-
sections under the heading “How are stakeholders engaged?”.

6.3.1 Defining Stakeholders (or, Who Reads These
Sustainability Reports?)

When sustainability started in the 1980s, stakeholders were obvious: they were the
people protesting outside the plant gate. Indeed, a whole branch of public relations,
known as crisis management, has emerged to deal with this sort of situation. Senior
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Table 6.3 Chemical industry stakeholders (in descending order of importance)

Stakeholders Description
Regulators Not just elected officials, who were considered stakeholders
long before the term was coined, but bureaucrats as well
Employees Not just current ones, but prospective ones, especially students
Local communities Those surrounding industrial operations
Eco- or socio-conscious Customers can be downstream companies, retailers or end-users
investors and customers of finished products (that contain chemicals
or were manufactured with the use of chemicals)
Activists These can be unaffiliated individuals, but more often they

are larger groups, called non-governmental organizations
(NGOs), such as Environmental Defense Fund, Greenpeace
and WWF

managers at many companies are trained on what they should say and how they
should act under the circumstances. But this is more about survival* or crisis man-
agement than sustainability. Indeed, sustainability is meant to prevent such protests
in the first place.

So not surprisingly, when sustainability was starting, much attention was given
to “activists” — people or groups that would organize protests. Over time, chemical
companies have broadened their definition to four additional groups as well
(Table 6.3).

Activists have slipped in priority for two main reasons. First, chemical companies
realize that the other groups are more important to them. For instance, Greenpeace
embarrassed Shell over disposal of the Brent Spar only because it was able to spur
the outrage of the media and of Shell’s customers. Greenpeace has shown similar
dedication to many other causes that never capture the general public’s attention.
Second, by definition, many activists view “sustainable chemical production” as a
oxymoron. To some extent, they were founded expressly to oppose chemicals, and
their continued funding (by contributions from the public) depends on confrontation.
Sustainability only works if both the company and its stakeholders grant each other
some legitimacy and listen to each other — at least a bit.

* As the case of former Hoechst chairman Wolfgang Hilger shows. In February 1993, one of the
company’s reactors at a site near Frankfurt (not the main one in the town of Hoechst itself)
exploded, showering an area about 1,200x300 m with chemicals. At least 40 residents needed
medical treatment. The company tried to downplay the seriousness of the incident and denied the
danger of the chemicals, which began to look ridiculous when clean-up workers sent by Hoechst
showed up wearing protective suits and masks. Hilger, who was on holiday at the time of the explo-
sion, did not cut his holiday short, and he apologised to the public only after nearly 2 weeks of
sharp criticism by residents, media, and environmental ministries at state and national level. Even
then he was showed little or no contrition, and so over time he lost support within Germany’s
industry and financial community. Hilger survived in his job for nearly a year; in the spring of 1994
he was forced into retirement. Within weeks of taking over, Hilger’s successor Jiirgen Dormann
declared a ‘new start’, implicitly condemning Hilger’s approach.
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Perhaps as many as half of the 29 companies surveyed — including BASF, DSM,
LG Chem, Mitsui, Solvay and Shell — have undertaken research to determine
specifically who their stakeholders are or should be. LG Chem and Mitsui publish
matrices showing their stakeholders in detail. Many of the 29 monitor how their
reporting is used and solicit feedback on reporting from their stakeholders. A few
even report this feedback: for instance, in its 2008 sustainability report, Solvay
devotes a page to comments from six stakeholders: two customers, an employee, a
local resident, an eco-conscious investment house, and an activist.

Somewhat ironically, both the local resident and the activist complain that Solvay
reported too much. As the resident put it: Solvay’s “report contains too much infor-
mation, sometimes detailed or superfluous, on too many topics. A table showing all
the projects to be accomplished by 2008, with quantified targets together with the
results already achieved, would constitute a clearer “contract” between Solvay on
the one hand and those with whom the Group has business dealings or who live
locally, on the other.”

This over-reporting tendency has been identified by others, including Akzo,
BASF, DSM and Shell. It is one reason why those companies and a number of
others have moved to “issue-focused” reporting. DSM, for example, after a sustain-
ability policy review in 2007, began to organize its reporting around four key issues:
“climate and energy, health and well being, functionality and performance,’ and
emerging economies.®”

Still, most of the sustainability reports reviewed for this study tend to be tedious,
overblown and self-congratulatory. And the issue-focused ones tend to be the worst
in the last two respects. With no hint of irony, some of the world’s largest polluters
proudly proclaim that they are helping to save the planet.

Which raises a final issue: “Who reads this stuff, anyway?” Faced with a stack of
sustainability reports from chemical companies, this question was posed by a
reviewer of this book. Good question, and the short answer is that sustainability
reporting is similar to financial reporting. Many readers are internal, i.e. within the
company itself. And a sustainability report often is the source of advertising and
other corporate communications. External readers are a relatively few “opinion
leaders” who then disseminate the content further.

6.3.2 How Are Stakeholders Engaged?

Our research examined the top 29 chemical companies for five manifestations of
approaching stakeholders: sustainability reporting, Responsible Care, consultation
or dialogue, partnership and philanthropy. The findings are presented in Table 6.4
and discussed in the subsections thereafter.

>Which means eco-efficiency.

¢Which means that DSM is working to high environmental and social standards in the developing
world.



poyuawarduur Jok
jou sey Inq yipne

6661 Ut SuLIapISuU0d St Mo
10T suonerado [2qo[3 "LO0T Ut SuIpuadg
Aq say1s J0few 03 sordourg '900C 93 200T
[[® 10J JUQWISSISSE Surpmo are) WIOJJ PanssI 21om
suornjear Ayunwwo))  o[qisuodsay porjddy sy1odar TyYO oreredag
U 6§ 1L00T Ut [c] 1661 Suntodar soueur
Adompuerryd [ejog, “Kyuewny 1oy Q0UrS ‘[rouno) -10J12d oTIIOU029
1e3IqeHq KI10S1APY M JOP[OYaelS
"[IU] YI[eoHIoTeA 0} SodjueIens [BIUQUIUOIIAUF SoUIqUIOD /00T [eoTwIoy D)
UBOT “JUSWUOIIAUF JO JOPESSRqUIY qerodio) JoqUISIA ur J1odoy 9yerodio) el moq
L00T Ul pajrels
JUQUISSASS Y
J)sem joeduwy
onserd oonpai [)[eoH PUE [BI00S
01 doomg ues[) ‘[EIUSUWIUOIIAUF
uoneradQ -109foxd 10§ 1915139y
JUQUISAAUT AJTUNWIWIOD 10§ J0yedrpu]  AJIsIoAIpoiq ueisauopu]  werdold opim-dio) s.pAor £q papny
sourdd[ryg ur pre 19)sesI([ Sururen saurpepm3g
100lo1d SAIV/AIH "Biseuopuj pue sdoyssyrom JuouwdFe3ud 14D Y Juerdwod
ysope[3ueg ur Surures) [BUOIIEIOA drysiopes] OON Iop[oyayels A[oSre| pue poyrewyoudg
JuowWa3e3uUd L00g ut paurofox
dryszoureq uw gz$ Krunwwod [eorwoy) 100g 2outs 110dax
uoneonpy [ouuey)) AI9A0SI(] diysioupreq ejosuy urujw g1 1$ sdijiyq uoiaay)  Ayjiqisuodsay 9jerodio) SN UoIAYD
saIpI§ pasIu)
Kdompyueryg diystoupreq an3orerp 10 a1ed 9[qrsuodsay yipne ‘ouerdwod D Anunod Auedwo))
uone)nsuo)) “10dar Ayfiqeureisng OH

s1op[oyayels o3 yoeorddy 9 dqel,



(panunuoo)

syooloxd uorjerojsar pue
uonealasaid AIsIaAIpolq O]
1583 1Y "(SurAa1d pue Surpuads
rendes usamyaq rpds Tespoun)
JUSUISOAUT AJTUNUILIOD UT UJW
90¢$ "Sutredunjoa 23kojdwyg
Juawdoaaap JTwou0d9
[B20] “aIed Y)[eay [ed0] ‘“DAnenIuy
y)[eoH BoLJY ‘uoneonpa o3 Joddng

SUOIRUOP UI UTW /'77$

SIS MU 10J
VIHSH swnioy
okodwyg
‘sangofer
Iopeo]

uorurdQ ‘swnioq
juowaeduyg
uoznro
‘SUONIBI[NSUOD
Aunwwod —
SITeJJY [eUIOIXH
ur so1oRId 1599
"$IYSTY uewngy
pue £)unoas

uo so[drourg

Krejunjop
rIsauopuy ‘ejouy ‘QAnenIU]
Ul SUOTJRIDOSSE puR Kouaredsuely,

SOON [820] paytoddng

sordrourig

[od)ouerU I0] Surpinn

QIBD JO SpIepuR)s soryjeoryg

doroaap o pado[orap JouIo

) ‘puny ASUSJ( ‘s[oued AIOSIAPY
[eIUSUWIUOIIAUY

SaLsSNpuUy ANdeIXH

UI[EOH pue yodjorg A)unwito)) “IoquIaA

1915139y s, pAorT £q

papny ‘sourjopms

€D YD Pim

JUQ)SISUOD ‘douepIng

1dV pue VOHIdI

Suimog[oy yrodoy

IoqUISIA
paypne jou Inq

9uerdwod A[peoiq

9q 03 steaddy
..PIIoOM 9y} punore " Q[qISBa oIoyM,
s Juodng pordde sodrourid

KI9A9 Jsowfe,, e
s[oued KI10SIAPY

IO "suodax
91e10dI100 1910 WOy

diysuozni) ajerodio)

PpojoenX? SI 310da1 YD



8007 U1 uonepunoy arerodiod
91eaI0 0) WITY [oA9] dnoid je
JA/UTW 13 *SUOTIOR [BJUSWUOIIAUD

SJIS pue
SOLIUNOd

3unoyx 29 JsuIg pue
plerono 29 srezely £Aq
PPNy "SI0YLIIPUT
)1 Jo Auew sasn jnq
‘IO 01 payyIewIyouaq
JON "SI0JeoIpuy

pue sjodre],

‘uoneonpa ‘aresyjeay siosuodg Qwos ur JPquIAJN  Judwdo[ea(] d[qeureIsng oouer]  opmbryay
adouanyg
sourpopm3g
D Isurede
payIewIyouUg
8861 ur A10)eusIs "9)ISqQOMm JO saLsnpuy
s300(01d UOTIBAIOSUOD QJI[P[IM ISUQ [eUISLIO “TOqUIDI jred se Suniodoy SN nDdd
Aeq ame)
[2qo[D,, Surpnjout
wreigoxd ‘surer3ord Sunisia
1J13-3uryojew ‘SanIuNWod pue sqvD BLalliElie)
[eo0][ ‘uonjeonps jo yoddng ATOY TOQUISIA ON el [[opuoAT
SosNed 1910 pue
uonedINP? ‘YoIeasal J9oued 0) ujw SIS
001$ [BI2ADS PAIRUOP ABY SUOT SNOLIBA 1B SJUQAD
-epunoj A[rure, uewsjuny "Sur pue skep uadQ
-199JUN[OA AJIUNWIWIOD PUB JOI[I ‘8861 UI A10)BUSIS -dio)
I9)sesIp ‘uoneonpa jo yoddns [eoo [euIS1IO ‘IoqUISIA ON SN uewsjuny
Adoayueiyg diysoureg on3oferp 10 a1ed d[qIsuodsay Jipne ‘douerdwod YO Anunod Auedwo)
uone)nNsuo) 91odar Ayipiqeuresng OH

(Ponunuod) $'9 AqeL,



(panunuoo)

uonednpa OIAUD I0J JAN
0 11oddns 1£/ujur 13 syoaford

eLre[ew-nue ‘usredwes a1, 905 0)
-uor[Ig . JUSWUOIIAUY Y} UO juem Koy sordoy
uonnadwo)) Sunured s, udIp[y) JeUYM — SIOpBAI j09fo1g
[eUONRUINU],, "UOIJBAIISUOD yodoy A9 QINSO[OSI(] UoqIe))
IoJeM ‘SONIUNWIIOD [800] ‘410ds J[qeureisng jo Sunox
‘yireay ‘uoneonps 1oj oddng KoAIng ‘sKoAIns UQSNYIOA ] 2 1surg £q pajipne
* UOTEpUNO,] UoneONpy pue dokorduwo ur OH 4V €0 YD ‘Modoy
Q0UAIDG,, ¢, UONBPUNO, Sare)) 1okeg,, pue [eur)xg wwoyAeq TqUIDJ JUAWdO[aAd(] S[qeuTIeISng Kueuwrron Iokeg
saNs JSvd
18 sdvD 99 ‘wea)
Jipne pue sdnoi3 IO Aq
1radxy 10Semyog PaYoaYod Inq ‘pajIpne
0) syrodax JoN uerdwos
OdINN PUE JANN ‘JJeIs IOy iim +V €D TID
y1oddns 1e93unjop s Surkp o[mxa) sKoAIns dnoi3 10§ 191U9) *9)ISqQOM UO SJUSUX
2Imynd pue j1ods ‘uoneonpo J10J 9IBM)JOS UOT) okodwyg doudjedwo) -9rddns snyd ‘y10dax
‘sontunuwod Sunioddns ujw /3 -en[eA2-003 padofoadg  Yorqpady diysiopea] “JOQUIDIA S2In31] pue s1oB,, Aueurron ASvd
IOQUISIA o SPURTIOUION [1esegq
dMM
pue Jnnsu|
$92IN0SY PIIOM
‘Lau] Kisouwry Sunog
qim pagesus 00z Ul suoneoriqnd [2o0] 23 1suig £q panpny
y1oddns pue uriojunjoa — SwnIojy pue pue sAeq uadp 'L00C UL +V €D YD

G00Z ut payreys werdoxd Ayrunuwrwio)) Kaains aokordwryg ‘SIVD TqQUWIA]N  “$00g 2ouls s}10daI Jsng  SPUBR[IOYION  [FQON OZYV



JuowdoToASp OTWOU0? pue
Jor[a1 A31oa0d :Q(g Ul uw

0ST$ M papuny uonepuno [[Pys

pun,j senIuNUIWo))
Yy 1104 0} upu
T$ 13U SpUuBpoM

SJIS 10 Sue[q
QouBULIONId]
[B150S

'Bag JI0JnNEoqg

ur weigoxd
Suruq “spnjorg
S[qeurelsng 1o

s1oypne Aq

jou Inq ‘spradxa
XIS AQ MITADI [BUIAIXF

JUQWISSISSE

Jes S J1°YS O3

Surp10oo€ ‘Furyuel

+V "sour[opms

uoneanpa pue NOAI uifed s[qeureisng 'sdo €D IO Pim

SAIV/AIH USUISIAUT [RID0S UI yum spoafoxd 10J so[qeL, S[BOTWAYD-UOU 0) JUISISUOD ‘ouepIng

uquI () 1$ "eye IoSIN Ul Judw K)ISIOATPOIq 0) punoy uSredured uaye) soyoeoidde VOHIdI uo paseq
-dojaasp Ayunuiwod o uju (oz$ yoea JA/upu [°1¢ SUISTIIOAPE [RQO[D) JR[IWIS YIIM TOQUISJA] 910doy A)Iqeure)sng  SPuBRLIOYION eyus
JOQUISIA SN soouJ

BIPU] ‘BSUBQ], UI
dnues[o 191eMpUNOID)
SI09)UN[OA

‘syonpoid Apm3s JUQWISSISSE AniqeureysnS DN

SONIUNWIWOD [BI0] JUALINU-1Y JO UJW Iop[oyayeIS Kqupny ‘Suner

105 s309foxd yoiog, “syoaloxd I$ “@d1ApE 429) ‘AoaIng +¢g souroping ¢n

[e100s pue j1ods ‘OInyno )M wer3old pooq juowoFeIug IO ‘wodar Jygoid
‘uoneonpa jo yoddns upw 73 PlIop NN sioddng QaKkordwyg JOQUISA pue joueld ‘o[dood,, SpuB[IUION NSa

omd Aq panpny

‘QouepIng ay) jo

skep S9JIS SNOLIBA [onw SassaIppe

dnueg[o [00T "UONBAIOSUOD je skep uadQ ng NuI IO

PUB [OIBSAI ‘UOTBONP “Toquuowr y1011dx%9 Jou r0doy essn3oq
suoddns uonepunoy essn3aQq Kaains 99Kkordwg 19)1eYD [eqO[D diysuazni) arerodio) Auewon TuoAq
Adoryyueyyg diyszounreg an3orerp 10 ared 9qisuodsoy jipne ‘ooueI[dwod YD Anunod Kuedwo)
uone)Nsuo)) 910da1 AfIqeure)sng OH

(Ponunuod) $'9 AqeL,



(panunuoo)

presy

‘armnd ‘1ods 10y yroddns

pue ‘surer3oid 1o9junjop

'$993NJay] J10J UOISSTUWIWO))
y31H N foJ uredwres uoneuoq

Josuods uoreonpa

“aIm[n) "s[ooyds 10y Josuods

Anstuayd Jo s1opuom,,

‘sy00foxd dnueopd ‘Furresjunjoa
Arunwod ‘Jarfar Iasesiq

sassouIsng udaI3 ‘[esodsip

J)seM ‘TUI[oAd2I Jo owoIg
“Josuods 21m[nd pue uoneonpg

uoneonpo
‘sanIunuiwod [edo[ o3 Joddng

K3ojode

se syjuow 9

10§ Aed jo

9%0S PaoUNouax
0dD ‘uorso[dxa

NSJ00BN 0} UONOBY

syuerd om1 Je son
-IUNUWIWO [290]
M SSUneN
‘s1o1ddns

Jo KoaIns

NSO “1odax
YSDO urumoys
SUOIR[AI — SNJ0J

Iopjoyayess yordxyg

(SI0BJUQID),, JO
Josuodg ‘Teruuorn

‘Kaaans a9kordwg

.SIopjoyayes
)M ST10Y0
o139)enS pue

an3oerp,, Jo Ad1[0d

papne 10
paYIeWyOUdq J0u
nq ‘saurpapms

900 2ouls 1D 01 £[peorg
sypne Ayred-pary L, “1odey [e100g ooy
IoqUISIA pUE [BJUSUIUOIIAUT uedef ns)ig-ulys
yodar JYSD PIpN[oUl SOTWAPLOL
ur poqreldq 0M] WOIJ , SJUSTOD
*SI9)1O[SMAU Kyred-pamy,,
suone[oy I0AOMOY ‘JIpNE
o1qng,, ‘soNs ON "pasn aouepms
SNOLIBA JB SINO0) ja03 uede[ pue O Nihlliielg)
o1qng QU GOOT duls 1odar YSD uedef SN
SNIADdY
diysuazni) dio),, jo Nihlliielg)
IPquRN  93edgom e inq ‘prodar oN uedep IYSIQNSIIA
undpf
wer3old
10quSToN
poon ‘suerd
Kouagrowd orqnd O £q
‘sout] Juredwod papmDH "800C—+00C
‘syjoed ojur ‘sprodar Juowdoreasg
‘sAep uadQ ToquIdN J[qeureIsng spremoy, wnigg KeAjos



paddeosipuey 03 suoneuoq Jlemnyy OdX
Joquioul © SI sonse[d
S[) Sonse[d eSOULIO] uemie], BSOULIO]
(oadourg)
yodar pamaraal A [eo1way)
j10ds pue aIn)[no ‘ared YIesy dew ‘perjdde aouepm3 pue
‘uoneonpa ‘syuaned joeIeied 10y SUOTJEIIUNWIWOD) €O I¥D "L00T ul 18Iy wnajondd
yloddng Jor[a1 19)sesIp pue A119A0g Iop[oyayeIS 91odoy A9( Q[qeureISNg 'UIYD BUIYD
42410
uoneoynIo)
Annqeureisng
vleIey Aq MIIAdl
Kyred-pary [, "poyuex
werdoxd SO Jou Inq ‘payIewyoudq
JOI[a1 19)SESIP ‘QIm[nd 500z u1 paydope Jo 1red se san pue juerdwod 1Yo
‘uonBONPA :SANIANIE  [BIO0S,, O} uerd onSorerp -TUNWWOD [BO0] yodar Aqiqisuodsoy saLsnpuy
QWIOOUT ATRUIPIO JO 9, SAINGLIUOD) Iop[oyayels peolg M on3o[el( IOqUISA [eroos dio) uedep Ke1og,
JUSUIUOIIAUD
oy} noqe
SIS Aremua st 310dox
[ENPIAIPUL JO SPNY  “YSD PA[oqe] ySnoyiry
(€00T 01 8661
AImnd woij uodoy SHA)
‘sonIunuuIod [ed0[ 03 Joddng L00Z—00C ‘syodoy]
‘Surreaiunjoa 18207 309fo1d Anpqisuodsoy [eorway)
BLIB[EW-1JUE QH A\ O} suoneuoq sAe uadQ ToqUISIN eos dio) ueder owojiuung
Adoxyueryg diysroueq an3oreIp 1o Q1ed 9[qIsuodsay Jipne ‘Qoueldwod YO Anunos Auedwo)
uonensuo)) 91odar Apiqeureisng OH

(ponunuod) 49 AqeL,



(panunuoo)

uonensanbas
10J punyg uoqre)) U1 S BUIYD)
‘syIom Arejunjoa pue sordwA[Q
‘JOI[aI I9)SeSIP ‘uoneINPd

‘pre aIMNoLISe ‘uononpal A119A04

Josuods dnoi3 Ayrunwrwod
PUE JUSAQ [eIN}[N)) "UONEBINP
Ansmway) ‘sjueid uoneonp
‘UQIP[IYD 03 JOI[AI A110A0]
‘pa[qesip ‘A[1apye jo 1oddns
‘Kep dnues[o ‘FurIeuN[oA
‘Jumyorewt P13  [oSuy UIM],,

SODN
0} s[ouueyd
Te3[3 ON "L00C
Ul SUONe[aI BIpOW
1500q 01 SHOJH
“Iop[oyaye)s
Se pazIugodax
Aprordxa
QIe eIpow
PUE JUSWUIOAOD)
j10da1 )sng ur
porrelop werdoxd
Jowoisno
9} JO 3310A,,
110doy 1sng
90 ut papnjout
e sysanbax
IRYL '900¢C Ut s19
-proyeyess jo AoAIng

JUSWSSASSE )Y

‘0dD 01 syrodar

QopIuIuIo))

Dd "€00¢ 9duls
j10da1 [enuue

oreredog “ToquIOIN

paypne

JON ‘seurjopms

MO 0} pasrewyouag
“(9saumyd

pue ysisug) 900T
ur payre)s sjrodox

Anqqisuodsar dio)

AVINA
£q panpny payniod
+V €D IID 900 ut
j10dar Ayrjiqeureisng

01 PaYANAMS ‘00T

Qours syrodar oIraug

BII0Y §  [eOIWAYD DT



ueissny & Aq pay A[a1eAtid ST yorym ‘sarnsnpuy ssad0y ‘Aueduwiod S & Aq paumo Inq ‘Spue[IdyIaN 2y ul siayrenbpesy
1661 Jo pua oy e [[oseq Aq painboe sep .

j10dal1 [enuue jo
suonods gHS pue

adomg pue eiqery £00g ut Aniqisuodsar BIqQRIY
Ipnes ul SUOIBUOP JO U £7$ S0 2y} ur pautor [e1o0s drerodio) pnes o19vS
800¢ 10}
dewpeor
K1ouyax pareIap,, Sunox
Jeseuwre [ 9PISINO PIAjeald J[oqualL) m:Ecﬁm 29 ISuIg %@ panpny
uonepuUNoy -on3orerp uado ‘SuLmyoejnuew [[e
y3noxy) APsojN “sewrwrerdord ue pue ‘SWnioj s1oA0)) ‘so[drournid ¢
SsQuaIBMY JFR[[IA "SI QUO-U0-2uo D 01 9OUBULIOJUOD
-[unwiwod [eo0] ur juswdo[osap aImnd Ajojes 3ur ‘sarreuuonsonb +V *(S00T u1 panels)
OTWOU0? ‘UONBINPI ‘AIBD -jowoxd ‘[rouno) KQAINS :S19 yodoy Apiqrsuodsoy
-yaeay uoddns swea) pajedpag Koges erenn  -proyayels Ay Yip IOQUIDIN [e100g 9rer0dio) vIpup QoueRIY
Adompueyg diyszoumaeq an3oferp 10 a1ed 9[qIsuodsoy jipne ‘Qouerdwiod YO Anunod Kuedwo)
uonensuo) 91odax Aiiqeureisng OH

(Ponunuod) $'9 AqeL,



6.3 Stakeholder Approach to Communications 73

6.3.2.1 Sustainability Report, GRI Compliance, Audit

Of the 29 leading chemical companies, 24 issue some kind of sustainability report.
Nearly all of these show some conformance to the reporting guidelines published by
the Global Reporting Initiative (GRI).” Japanese companies seem to show the least
explicit conformance with GRI, although they nonetheless cover many GRI-
recommended issues.®

While most reporters show conformance to GRI, opinion is split about auditing.
Of the 24 that published, 9 had their reports audited and 4 had them reviewed.
According to a member of GRI’s Technical Advisory Committee who works in
sustainability at one of the 29 chemical majors (that does not audit), auditing is seen
by many as needlessly expensive. “The basic premise (of sustainability reporting) is
to be accurate, so why audit? Why not take the auditing fees and use them to help a
community build houses? I would feel better about it, and so would my company.”

6.3.2.2 Responsible Care

Nearly all of the leading companies are in Responsible Care. Of the 29, all the US,
European and Japanese ones are in Responsible Care, and so are four of the seven
from other regions.

Responsible Care was started in 1985 as an initial response to the industry’s
public relations problems, and over time it has become a subset of corporate sustain-
ability. It is a community relations program for production sites that involves iden-
tifying and then engaging stakeholders to resolve problems and avoid conflict. Two
of its “fundamental features” are those of sustainability: (1) open communication on
health, safety and environmental matters with interested parties, both inside and
outside the industry, and (2) the development of indicators against which improve-
ments in performance can be measured.

6.3.2.3 Consultation or Dialogue

One of sustainability’s core concepts is that companies should solicit opinions of
its stakeholders. As DuPont puts it: “We will promote open discussion with our
stakeholders about the materials we make, use and transport and the impacts of our
activities on their safety, health and environments. We will build alliances with
governments, policy makers, businesses and advocacy groups to develop sound
policies, laws, regulations and practices that improve safety, health and the environ-

"Global Reporting Initiative, or GRI, is a non-profit foundation that was started and initially run by
the United Nations. It is now funded by governments, charities and companies. GRI issues reporting
guidelines, the latest version is called the G3.

8 That most reports conform at least roughly to GRI is no surprise, because GRI is mostly a
codification of reporting experience.
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ment.” Ideally, consultation should happen before conflict ignites; indeed, it should
help prevent conflict. Consultation with local communities is built into Responsible
Care, and consultation with other stakeholders is being tried fairly widely.

Responsible Care recommends the operation of CAPs, or Community Advisory
Panels, at production sites. Of the 29 companies studied, four report active CAPs,
and probably more than that are unreported — we would estimate at least half of the
companies are convening them.

One of the most active community consultations (albeit not through Responsible
Care) is reported by Shin Etsu Chemical. After an explosion at its Naoetsu plant,
company employees personally went through the surrounding neighborhoods to
apologize and to offer help. President and CEO Chihiro Kanagawa apologized at
two press conferences, saying: “I am very concerned about the conditions of those
people who were injured in this accident, and our company will do its best to see
that they will be able to receive the best medical care possible. In addition, we will
do our utmost to support the families of those who were injured, and will do our best
to assist the local residents who were troubled by the need for an emergency evacu-
ation and in other ways.” Kanagawa also announced a personal apology: as a sym-
bol of his regret, he voluntarily took a 50% pay cut for the subsequent 6 months.

For stakeholders other than local communities, 18 companies report consultation
or dialogue with them, or at least plans to do so. Nine companies recently conducted
surveys of stakeholders; 6 of these were of their own employees. Several companies
have formal programs to talk to activists: Dow convenes a Corporate Environmental
Advisory Council; Akzo Nobel “engages” with the WWEF; Shell participates in ‘Round
Table’s for Sustainable Palm Oil and Sustainable Biofuels. Although not reported
explicitly, we estimate that at least one half of the companies talk to eco-conscious
investment analysts; this probably is the second-most consulted stakeholder group.

The most-consulted stakeholder group, we estimate, is regulators. In sustainability
publications this is a black hole, reported indirectly, if at all. For example, the
European and the US industries consulted and lobbied heavily over EU chemicals
licensing, the REACH regulation, but this is left unsaid. The only mention of
REACH is by companies who report that they are prepared for it and that they are
implementing it.

Reliance is an exception; it reports directly about consulting with regulators. The
issue is plastic wastes. As the company explains: “Our industry faced a setback in
2006, when various states in India imposed restrictions on the usage of thin polyeth-
ylene bags. Usage of polyethylene bags was blamed for causing pollution in water
bodies and clogging of sewerage networks due to choking of drains. We believe that
plastics, if disposed and managed properly, are harmless and do not pollute the
environment. To demonstrate the environmental friendliness of polymer products,
we along with Indian Centre for Plastics in the Environment (ICPE), have initiated a
programme to recycle polymer waste and established a public-private partnership
with a municipal corporation to construct and operate the recycling facility. We are
also working towards assessing environmental impacts of polymer products through-
out their lifecycle. The results of this study would help correct this perception.”

The Western oil producers among the 29 leading companies — Chevron,
ExxonMobil and Shell — all report on consultation for oil projects. Chevron and
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ExxonMobil report that they have introduced integrated ESHIA (environmental,
social and health impact assessment) systems. To a great extent these are required
by law in the West, and the systems do not appear to apply to chemical projects.

6.3.2.4 Partnership

Partnership is a step beyond consultation. The idea is that a company agrees to
tackle some environmental or social problem together with an outside group. Seven
of the 29 companies reported a partnership of some type, two of them (Chevron and
ExxonMobil) clearly in the oil sector.

Of the five partnerships in chemicals, one stands out as a project where the com-
pany is clearly taking a financial and reputational risk. DSM is voluntarily working
with regulators for its site in Toansa, India, to investigate and remediate groundwa-
ter contamination. DSM claims to be at most only partly responsible for contamina-
tion, but in a spirit of good citizenship, is working to resolve it anyway. The risks
here are: (1) financial - DSM may be forced to foot a substantial cleanup bill; and
(2) reputational — if the regulators try to make DSM pay, and DSM declines, this
surely will harm the company’s image.

6.3.2.5 Philanthropy

Only three of the 29 companies — Basell, Ineos and Formosa Plastics — do not report
philanthropic activity. The rest report such activity, often prominently. Typical
recipients are: education, health care, local community infrastructure, conservation
projects as sport and culture sponsorships. Most of it is directed to social stakehold-
ers, the rest to environmental ones.

6.4 Rebranding Regulatory Compliance and Risk
Management

The second sustainability function of chemical companies is to rebrand regulatory
compliance and risk management, with emphasis on their benefits to stakeholders.
They are rebranded in a positive light, because their initial, internal brand is nega-
tive — regulations and risk management usually are costs to a company.

In some cases this amounts to more than rebranding; some companies go “beyond
compliance” to exceed regulations required by law.

Our research looked at the leading 29 chemical companies for six manifestations
of rebranding: operating safety, environmental management systems; environmen-
tal commitments and indicators; product (or process) safety; governance; and other
(a catch-all for everything else). The findings are presented in Table 6.5 and
discussed in the six subsections that follow.
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Table 6.5 Rebranding of risk and regulatory compliance

Company HQ country  Operating safety Enviro mgmnt system

United States

Chevron us Target of zero accidents ~ Operational Excellence Management
System

Corporate indicator for Corp-wide program for
safety Environmental, Social and Health
Impact Assessment started in 2007

Dow UsS Corporate indicators for  Little or no mention in 2007 corporate
Chemical safety, accidents and report
leaks
DuPont us Target of zero injuries “Highest standards for the safe
and accidents. Several operation of facilities and
corporate indicators protection of environment,

employees, customers and people
of the communities in which we do
business.” Benchmarked externally
as meeting or beating expectations
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Enviro targets, indicators

Product (or process)

safety/risk Governance

EEO, diversity other

Targets on climate change,
energy efficiency and
biodiversity

Indicators: emissions,
energy, and spills

UN Global Compact,
signed in 2007

Target on energy
efficiency, 25% cut,
2005-2015. GHG
targets: 2.5% cut/yr/
weight of product,
2005-2015; by 2025,
plateau of absolute
emissions, | GW of
solar cells, 400 MW of
other renewable
energy; by 2050, 50%
of energy consumption
from “non-carbon
emitting” sources

UN Global Compact,
endorsed in 2001

Target cuts for 2004—
2015: GHGs 15%,
water use 30%, air
carcinogens 50%, plus
fleet fuel efficiency.
Target of zero waste
and emissions. Other
indicators: energy use,
renewable energy, land
conservation, GHGs,
hazwastes®

Committed, managed,
with several
updates in 2007

Chevron Hotline (for
whistle-blowing
on ethical issues)
Business Conduct
and Ethics code

Committed, managed.
Codes of business
conduct, financial
ethics

Dioxin, furan and
PCB - exposure
studies in
Michigan.
Security and
Prosperity
Partnership on
chem.
Assessment and
management

In-house LCA
capacity

$10 mln support to
Sustainable
Products &
Solutions
Program, UC
Berkeley. Public
safety assessment
for all products
by 2015°

$1 min to Global
Crop Diversity
Trust

Business Conduct
Guide

Product stewardship ~ Anti-bribery policy
with review on
2-4 year cycle

LCA capacity

Committed, managed.

Indicator for diversity

Supplier diversity
- TEMPO

Employee diversity
policy. Human
rights policy.
Rejection of child
labor, forced labor

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety

Enviro mgmnt system

ExxonMobil  US 12 indicators
Huntsman (0N Target of zero accident
Corp. and injuries. Several
corp indicators. 14 US
sites joined OSHA
Voluntary Protection
Program
Lyondell [N Vision of zero accident
Chemical* and injuries. Several

corp indicators

Environmental Business Planning
system for each site

EHS vision, policy and standards.
Implementation of standards
throughout corp is measured.
Target: 100% standards imple-
mented by end 08-Audits at each
site every 3 yrs. ISO 14001

Policy of compliance and good
management (operational
excellence)
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Enviro targets, indicators

Product (or process)
safety/risk

Governance EEO, diversity other

Energy efficiency up 10%, Sponsors Stanford

2002-2012. VOC and
NO_ emissions down
5%/yr. Cut hydrocarb
flaring 50% over
several yrs. Indicators:
20 ones for spills,
emissions (including
GHGs) and energy.
Standards for water
use

Target of “no harm to the
environment”.
Indicators: GHG and
other air pollutants,
wastewater, waste, haz
waste. US ops to cut
GHG intensity 18%,
1990-2012¢

Five-yr corp improvement
plan mentions GHG
and energy reductions
— no firm targets

Rubicon (Geismar)
pledges to eliminate
aniline and benzene
emissions, part of US
EPA’s NPEP voluntary
reductions

Ultimate goal of
preventing pollution at
source. Voluntary use
of infrared cameras to
detect fugitive
emissions

U’s “Global
Climate and
Energy Project”.
LCA and risk
assessment
capacity

Product stewardship
networks

Compliance with
HSDS
requirements

Global Women in
Mngmnt Program.
Anti-malaria &
AIDS programs

Committed, managed.
Transparency
agreements
monitored. Three
indicators tracked.
Standards of
Business Conduct,
Controls Integrity
Mngmnt System,
Ops Integrity
Mngmnt System.
Extractive
Industries
Transparency
Initiative — anti-
corruption

Statement of
commitment “to
operating our
businesses with
the highest
principles of
integrity, ethics
and corporate
responsibility.”
Ethics code,
conduct policy,
compliance hotline

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system
PPG UsS Several indicators and EHS Process. ISO 14001
Industries ongoing programs

Europe

Air Liquide  France Goal of zero accidents. Industrial Mngmnt System rolled out
Indicators of to 99% of group by end 2007. ISO
accidents and accident 9001 and 14001 certifications
frequency

Akzo Nobel  Netherlands ISO, Responsible Care,
OHSAS standards.
Internal and external
audits. Several
indicators




6.4 Rebranding Regulatory Compliance and Risk Management

81

Enviro targets, indicators

Product (or process)
safety/risk

Governance

EEOQ, diversity other

US ops to cut GHG
intensity 18%,
1990-2012.© As part
of US EPA Climate
Leaders, to reduce
total global GHG
emissions by 10%
from 2006 to 2011.
25% energy eff
increase, 2006-2016.
Part of US EPA’s
NPEP program, to
voluntarily cut
mercury emissions.
Indicators: waste and
haz waste

At group level, nine
indicators of energy
and water consumed,
GHGs emitted. Other
emission and
consumption
indicators for specific
processes and
transport

Targets to raise energy
efficiency

“Carbon strategy” to be
revised in 2008.
Indicators: carbon,
water and energy
consumption,
emissions of GHGs,
NO_and SO_ at some
sites., VOC, ODSs,
wastewater, waste and
haz waste

Joined Coatings
Care, a steward-
ship program of
US National
Paint and
Coatings Assn.
Supply chain and
transport risk
mngmnt

Eco-efficiency
evaluation of
product portfolio.
Sust policy for
suppliers

Committed, managed
Global code of
ethics, ethics
hotline

Committed, managed.
Codes of conduct
introduced at
about half of
operations

Committed, managed.
Risk mngmnt
framework. Code
of conduct.
Integrity mngmnt.
Complaints system

19 indicators of
employee
“sustainability”.
Goals to raise
hiring of women,
training, and
performance
reviews

Broad employment
policies of
diversity, training,
development and
compensation.
Indicators for
employee health.
Sustainability and
eco-efficiency
training

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system

Basell Netherlands® Several corp indicators ISO 14001.

BASF Germany Target for 2002-2020: Little or no mention in 2007 corporate
cut transport accidents report
70%; lost time and
occupational disease
cut 80%

Bayer Germany Managing Safety Integrated HSE system, compliant to
Initiative and ArguS. ISO 14001, EMAS and other
Several indicators standards. HSE audits started in

2005
Evonik/ Germany Target of zero accidents. ESHQ policy. TechniData EPM and
Degussa Goal for 2014: max SuRe systems introduced in 2004

1.5 accidents/mln hrs

to collect and stndrdise data




6.4 Rebranding Regulatory Compliance and Risk Management 83

Product (or process)

Enviro targets, indicators  safety/risk Governance EEO, diversity other

Corporate life-cycle Socio-eco-efficiency Committed, managed Qualitative goal to

carbon balance
published 2008.
Targets for 2002—
2020: cut 25% energy
use and GHG/t of
product; cut 60%
heavy metals, 80%
organics, 80% N
discharge to water; cut
70% air pollutants

Halt gas flaring by 2012

UN Global Compact

signatory. Climate
Program: “Bayer
Climate Check”
software; business unit
cuts of 5-25%,
2005-2020. Targets:
cut 10% organic
carbon and N
discharge to water;
30% cut in VOCs;
max ODS emissions;
and waste. Indicators:
energy and water use

Goals 20042014, cut:

energy-GHG 20%;
water use 20%; waste
20%. Indicators: air
emissions of CO,, SO,
NO,, VOC, particulate,
heavy metals; water
and energy consump-
tion; wastewater COD,
waste and hazwaste.
Corp material flow
balance

evaluation of
product portfolio.
Internal and
external LCA
capacity.
Eco-efficiency
label. Risk
profiling of sites,
with periodic
audits. Supply
chain profiles.
Product
stewardship

Sustainable

procurement.
Stewardship,
products
reviewed through
their life cycles

Supply chain audits.

Corp guidelines
on genetic
engineering and
nanotech

Committed, managed

hire more women,
non Germans.
Goals: >70%
senior execs with
int’] experience.
Training and
work-life balance

Internal comms about
anti-corruption,
compliance,
human rights and
working
conditions.
Commitment to
employee rights,
diversity. Human
rights, child labor
audit or supply
chain

Committed, managed. Global Social Policy.
Global Code of

UN Human Rights
Declaration, ILO
Core Labor
Stndrds

Social Accountability
Standard 8000

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system

DSM Netherlands Target: 50% cut injuries, Implementing policy to use same
2005-2010 standards globally

Corp indicators

Ineos UK Aim of zero injuries.
Publishes injury
indicator

Shell Netherlands ~ Goal: no harm to people.  Systematic approach to managing
Corp indicators and HSE. ISO 14001. HSE mngmnt
standards. In 2007 system, w global enviro stndrds.
started corp wide road Biodiversity action plans.
safety standard Protected areas commitment

Solvay Belgium Health & Safety Charter, EMAS and ISO 14001 certified

2002. OHSAS 18001
being implemented.
Several indicators.
Auditing of distribu-
tion companies
Exposure assessments.

Uniform hygiene
stndrds

Energy audits. Enviro improvement
plans at each site
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Product (or process)

Enviro targets, indicators  safety/risk Governance EEO, diversity other
UN Global Compact UN Global Compact Whistle-blowing Employee health-
signed in 2007 Sustainability hotline awareness
Issue Tracker campaign., human
Targets for 2010: energy ~ Code of Conduct for rights, Indicators:
efficiency up 2%/yr; suppliers, with diversity, training,
15% GHG cut questionnaires turnover,
2005-2008 and some audits. absenteeism.
“Planet” indicators: Target to cover “Employer of

energy use; emissions
of GHGs, dust, VOC,
COD,NO_, SO, N,0;
enviro complaints and
penalties

Target: GHG 5% cut,
1990-2010"; end
continuous flaring

“Ambition” for each
operation to be in
lowest 25% for GHG
emissions

Indicators: emissions of
GHG, SO, NO,
VOC, flaring, energy
intensity, spills,
external perception of
enviro performance

Indicators: air and water
emissions; EuroChlor
Sust Dev variables.
Environmental Release
File

90% by 2011.
Starting to track
carbon footprints
of products. LCA
capacity

International Alert
for political risk,
peace building

Committed, managed.

Code of Conduct,
w employee
training. Whistle-
blower hotline

choice” program.
Research and
reporting on
animal testing

Employee rights,
human rights.
Targets: 20%
women in senior
mngmnt, 50%
native senior
managers.
Indicators on
diversity, labor
relations,
corruption and
favorability

Solvay Sustainability Committed, managed. Work-life balance

Screening.
Product stewards
I each biz unit

Vinyl 2010 project.
Recycling.
Carechem24
program. Local
health
assessments

Corp governance

policy published in

2003. Ethical
Values guidelines

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system

Japan

Mitsubishi Japan Compliance is a top-management
Chemicals priority

Mitsui Japan Several corp indicators.
Chemicals Developing company-

wide prevention,
education program

Shin-Etsu Japan Group Environmental and Group Environmental and Safety
Chemical Safety Meeting. Meeting. Emergency response
Several corp system expanded

indicators. Major
review following

explosion
Sumitomo Japan OSHMS certified in 2007 ISO 14001 and 9001
Chemical for entire company.

Several indicators.
Process safety review
committee
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Enviro targets, indicators

Product (or process)
safety/risk

Governance

EEO, diversity other

Targets: GHG emissions
at 90% of 1991 level;
industrial waste at 1%
of total waste, VOC
reductions

Indicators: eco-efficiency,
toxicant emission, air
pollutants, incidents

Targets for 2010: cut
GHGs 66%, 1990—
2010; less than 1%
waste to landfill.t Corp
material flow balance.
Indicators: energy use;
emissions of CO,,
soot, NO , SO, HCl,
wastewater, waste,
recycling

Environmental accounting
introduced

Targets 2002-2010, cut:
toxicants" emissions
50%, waste to landfill
47%, energy
consumption 6.5%,
CO, 6%

Product safety dept

est in Jan 2006

Safety information

database

Indicators: toxicants to air Ecopoint calcula-

and water; emissions
to air of SO_,NO,
soot, dust, VOCs,
GHGs; to water for
COD, N, P; use of
water, energy

tions for each site

Some commitment
and management,
since 1999. Code
of ethics and of
conduct

Committed, managed.

Detailed report

Committed, managed.

“Enhancement of
governance is
most important
task of CSR”
Compliance
Pledge, with
whistle-blowing

“Compliance”
message in
website,
Compliance
Committee.
Compliance
hotline

Employment of
disabled

Targets for employee
health. Training
and gender
diversity. Rehiring
of retirees.
Employment of
disabled

Performance-based
pay and promo-
tion. Child-care
leave

“Relationship with
Society” rules

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system
Toray Japan Unified SHE mngmnt Unified SHE mngmnt system. ISO
Industries system 14001. Risk mngment system

Numerous indicators

Other
China China OHSA 1800 certified HSE management system. ISO
Petroleum certified
and
Chemical
(Sinopec)

Formosa Taiwan
Plastics
KPC Kuwait
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Product (or process)

Enviro targets, indicators  safety/risk

Governance

EEO, diversity other

Goal of zero emissions Product safety dept

est in 2006

Targets, cut: GHGs 15%,
1990-2010, toxicants
55% from 2000,
landfill waste to 5%.
Energy efficiency up
2%lyr. Increase
recycling

Indicators and interim
targets: SOX, NOX, dust
and VOC to air, BOD
and COD to water

Environmental efficiency
indicators being
developed

Detailed safety
review and audit
procedures

LCA capacity

Promotion of
recycling

Environmental accounting Supply chain
introduced compliance
Material balance for
company

UN Global Compact,
joined in 2004.
Indicators: emissions
of GHGs, COD, VOC,
to soil and groundwa-
ter, other aqueous
effluents; resource
efficiency; complaints

Committed, managed.

Focused on
upgrading internal
controls

Risk mngment system

Corp Ethics and
Compliance Code
of Conduct.
Whistle-blower
hotline

Plans to improve and

to accept
supervision from
stakeholders

Discussion included

in annual report

“Advancement of

Women” project.
Work-life balance
program. Human
rights promotion

Assistance fund for

employees

Complaint box.

Indicators:
training, retention,
complaints.
Anti-corruption
rules. Performance
reviews, holiday
policy, pension.
Non-
discrimination,
diversity

Training programs

aimed at
developing
Kuwaiti tech &
management
talent

(continued)
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Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system

LG Chemical S Korea PSM, OHSAS and Eco-accounting and performance
KOSHA compliance, measurement. ISO, OHSAS and
training of staff and KOSHA compliance. Global EHS
suppliers. Accident standards. E&S audits. Emergency
and injury indicators response to spills, accidents

Petrochina China Safety campaign Began to establish a uniform,
throughout company. corp-wide HSE system in 2007.
Accident and injury Guidelines issued and training
indicators. Target is conducted
zero injuries and
accidents

Reliance India Conducts annual Integrated management system for
benchmarking, which environment, quality and health.
is made public. Compliant to ISO 14001, ISO
Created HSE center 9001, OHSAS 18001

of excellence. Safety
education for
contractors
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Enviro targets, indicators

Product (or process)
safety/risk

Governance

EEO, diversity other

Indicators for: raw
material and water
use, waste generated,
wastewater, recycling,
and various pollutant
emissions. Target of
Zero waste

UN Global Compact,
signed in 2007

Compliance with waste
disposal regulations.
Zero pollution target

Product safety and
liability Council
est in 2002.
Annual product
liability report,
and reviews.
LCAs of
batteries,
electronics and a
few chemicals

Reports 35 core indicators Supports Indian

specified in GRI G3
guidelines. Includes:
energy, water use and
discharge, GHGs and
other air pollutants,
waste generation,
recycling

Centre for
Plastics in the
Environment,
recycling
operation,
together with
municipalities.
Enviro assess-
ment of polymers
across lifecycle

Developing LCA
capacity

Detailed reporting. In
2006 appointed
more outside
directors, greater
autonomy to the
Board of Directors
and the Audit
Committee.
“Management by
principle”
guidelines issued
in 2004

Broad statements of
commitment and
management.
Internal financial
risk control system
started in 2006,
audited by PwC.
Also started
western-style
accounting. Codes
of ethics for
employees and
senior managers
introduced in 2005

Committed, managed.
“Best governance”
policy and
guidelines. Very
detailed reporting.
Code of ethics and
policy against
insider trading

Fair Competition
guide in 2006.
Ethics hotline.
Labor cooperation
and health

EEO policy, and
compliance with
Chinese labor
laws. Policies on
emp health,
training

(continued)



92 6 How Chemical Companies Define Sustainability, in Practice

Table 6.5 (continued)

Company HQ country  Operating safety Enviro mgmnt system
SABIC Saudi Arabia “One of our most Some ops have been ISO 14001
important social certified. Some compliance audits

responsibilities is to
ensure that every
single employee has a
safe and healthy place
to work”

*Available at http://www.dow.com/productsafety/finder/

®As submitted to US Toxic Release Inventory

°As part of the “Climate Resolve” program organised by the US Business Roundtable

4Was acquired by Basell at the end of 1997

‘Headquarters in the Netherlands, but owned by a US company, Access Industries, which is
privately held by a Russian

fClaims to be only major oil and gas company to target an absolute decrease in GHG emissions
£]t is unclear what this precisely means

hAs listed on the PRTR, Pollution Release and Transfer Register (similar to the US Toxic Release
Inventory)

"Toxicant and landfill targets appear to be in reaction to regulation


http://www.dow.com/productsafety/finder/
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Product (or process)

Enviro targets, indicators  safety/risk Governance EEO, diversity other
Energy indices for most “We are a Saudi
sites Arabian company,

and we are keenly
aware of our
responsibilities to
the Saudi people
and state. We are
proud of our
heritage and
believe that it is
our duty to help
our country to
develop. In this
spirit, we are
increasing the
number of Saudi
nationals ...”
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6.4.1 Operating Safety

Nearly every company reports indicators, typically number of accidents and lost
work time. Even the three that do not report them publicly — Mitubishi, Formosa
Plastics, Kuwait Petroleum and SABIC — almost certainly track them internally.
Eight of the companies have a public goal of zero injuries, although none has tied
this to a deadline.

BASF, Evonik and DSM have specific, interim safety targets with deadlines.
Of the three, only Evonik also has an explicit target of zero injuries.

6.4.2 Environmental Management System

Reporting on environmental management falls into three broad approaches.
First there are the “updates” from US, European and Japanese companies (about 12
in all), that report ISO certifications and other tweaks to ongoing pollution-control.
Second, there are detailed reports from SABIC and four of the Asian companies,
telling how they are bringing their systems up to world-class levels. Finally, there
are “been there, done that” reports from Akzo Nobel, Dow, DuPont and BASF that
hardly mention classic environmental management as such.

This third approach can be explained, we believe, by the shift to issue-focused
sustainability reporting (see section Defining Stakeholders (or, Who Reads These
Sustainability Reports?)). Stakeholders have probably indicated that they believe
environmental management at these companies to be adequate, therefore that they
prefer reporting to be focused on other, more burning issues.

6.4.3 Environmental Indicators and Targets

Almost all of the 29 companies report some environmental indicators, such as air or
water pollutants, waste generated, energy consumed. Reliance seems to go the
farthest, reporting 35 indicators, while ExxonMobile weighs in at 20. Shin-Etsu
and Toray both report a corporate material balance, showing an input of resources
and an output of products and pollutants for the entire company.

BASF has taken a related tack on this: in early 2008 the company published a
corporate carbon footprint. Instead of calculating GHGs emitted only within the
company, BASF estimated the net GHG emissions caused by its products over their
lifetimes. This was a negative number, thanks mainly to BASF’s production of insu-
lation and catalysts, which generate a lot of carbon savings. Other companies are
known to be considering publishing similar footprints.
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Just over half of the 29 companies report environmental targets. This includes six
commitments to the vague, non-binding UN Global Compact, but it also covers a
raft of specific, quantitative goals: for instance, for 2004—2015 DuPont’s targets are
to cut GHGs by 15%, water use by 30% and carcinogen emissions by 50%. Most of
the targets are not voluntary, as best we can infer. Either they are required by regula-
tion (GHG cuts, Japanese producers’ waste generation and toxicant emissions),
threatened by regulation (hydrocarbon flaring or mercury emissions) or they are
economically motivated (such as energy efficiency).

Of companies in the US, where GHG reductions are largely not mandatory,
Chevron, Dow, DuPont and PPG have GHG reduction targets that appear to be
partly voluntary. However, given the likelihood of GHG regulations in the US, this
is arguably a reaction to pending regulation, or it may reflect reductions in regions
that are regulated, or both.

DuPont, LG Chem and Petrochina are the only companies to set targets of zero
waste, albeit not to a specific timetable. If this is genuine, then it clearly goes beyond
compliance, but it is very ambitious. DuPont and two US contemporaries, 3M and
Monsanto, began talking about zero-waste in the 1990s, and although all three still
report on waste reductions, both 3M and Monsanto seem to have lost their zero-
waste commitment somewhere along the way. To its credit, DuPont still proclaims
it,? but it is difficult to see if or when this would ever become reality.

6.4.4 Product (or Process) Safety

Of the 29 companies, 15 report on product stewardship efforts of some kind.

Most of those have developed capacity to conduct life-cycle and/or risk assess-
ments. Sometimes this is clearly defensive. Reliance is defending plastic packaging
in India, Solvay is defending PVC. Often it is offensive — companies are using LCA
and carbon footprinting to promote their products (see Recognition/Celebration of
Green Opportunities, p. 97).

A number of the companies report how they are prepared to implement REACH,
the EU’s chemical licensing program, which will involve risk assessments of
25,000-30,000 compounds. We have not noted all these cases in Table 6.5, because
REACH is mandatory. This is not stressed, and there is little or no mention of the
industry’s opposition to the regulation before it was enacted.

Reporting on currently controversial products or processes is mixed. On the one
hand, Dow and Solvay report on (and sponsor) research on chlorinated compounds
and PVC, and DSM reports on animal testing. On the other, there is little or no

°DuPont says it also is committed to zero emissions. Given that some of its products are inherently
emissive (e.g. propellants) this seems hard to take seriously, but presumably it applies only to
production.
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mention of current controversies such as: bisphenol A, genetically modified organisms,
perfluorooctanoic acid (PFOA) or phthalate plasticizers.

6.4.5 Governance

Corporate governance is a generic sustainability issue for public companies. Its
public prominence rose rapidly early this decade in the wake of scandals at Enron,
Tyco, Parmalat, Worldcom, Xerox and others, which led the US Congress to pass
the Sarbanes-Oxley Act in 2002. Sarbanes-Oxley, and good corporate governance,
are meant to prevent: financial incompetence, interest conflicts and misleading or
fraudulent financial reporting.

In the scandal-ridden years around 2000, no prominent chemical companies
were seriously accused of bad governance. Despite this (or perhaps because of this),
nearly all the industry’s leading 29 report on this topic. Typical issues are having
independent members on the Board of Directors (i.e. those without conflicts of
interest) and on adequate checks and balances being built into corporate decisions.
The most detail is given by companies in Japan and “other” regions, who presum-
ably are bringing practices up to standards now common in Europe and the US, and
by companies also in the oil business — which has a mixed reputation of governance
in its developing world operations.

Of the 29, 18 report having an employee code of conduct or ethical guidelines.
Many of them also offer “whistle-blower” hotlines, where employees can anony-
mously notify senior management of misconduct.

6.4.6 EEO, Diversity, Economic Impact

Rebranding also occurs for a number of other issues that, like governance, are not
specific to the chemicals but to business in general. Mostly these center around how
employees are hired or treated: training, work-life balance, human rights or fair
compensation. The most common issue, reported on by 11 of the 29, is workforce
diversity, in terms of gender, nationality and race.

SABIC is the lone rebel here. Saying it is the company’s “duty to help our coun-
try to develop. In this spirit, we are increasing the number of Saudi nationals”
employed. This is less discriminatory than it might seem; because although it is
headquartered in Saudi Arabia, SABIC is known to employ a relatively low percent-
age of Saudis.

Seven of the 29 companies also report on their economic impact, i.e. the number
of people they employ, the amount of spending they do, and how that breaks out by
community or area. We have left this element out of our analysis, because we have
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left out profit-motivated activities in general. Although we understand the value of
jobs to a community, we believe that: (1) the leading companies mostly employ
people to do profitable work, not to be good neighbors to them; and (2) if it were not
the leading companies employing them, these people would be still employed, sim-
ply by other companies.

6.5 Recognition/Celebration of Green Opportunities

The third function of sustainability is to recognize or even celebrate the opportuni-
ties of environmental and social protection. Of the 29 leading chemical companies,
24 of them do this, and they clearly are celebrating. As one text from DSM gushes:
“This [green surfactants] business was one of the first to turn potentially challenging
restrictions into constructive opportunities to develop new, more ecologically-
friendly alternatives that deliver better results for our customers.”

As a whole, the 29 companies devote more reporting to green opportunities
(Table 6.6) than to the other sustainability functions, stakeholder communications
or rebranding.

And what are they celebrating? Mainly lower energy, lower GHG emission, bio-
based products and processes. DuPont, Akzo Nobel, Toray and LG Chem go one
step further: they all have portfolio targets for green products, i.e. they aim to achieve
a certain percentage of revenue from them.

Most of the celebration is pretty simplistic. For instance, bio-products are sim-
ply presumed to be better than their alternatives. A few of the companies, how-
ever, are approaching eco-competition more analytically. BASF, for example, is
promoting a series of its products based on its SocioEcoEfficiency Analysis,
SEEBALANCE, method.' This approach draws on the capacity for life-cycle
assessment already being built in the company (see Product (or process) Safety,
p. 95). Other companies thought to be examining this approach are: Dow, DuPont,
Akzo Nobel and Bayer.

0For details, see The Environment Report, May 19, 2008 http://www.environmentreport.org/story.
php37story_id=4025.
http://www.corporate.basf.com/en/sustainability/oekoeffizienz/seebalance.htm?id=PSBK7CVC5
bep3ls.


http://www.environmentreport.org/story.php3?story_id=4025
http://www.environmentreport.org/story.php3?story_id=4025
http://www.corporate.basf.com/en/sustainability/oekoeffizienz/seebalance.htm?id=P8BK7CVC5bcp3l5
http://www.corporate.basf.com/en/sustainability/oekoeffizienz/seebalance.htm?id=P8BK7CVC5bcp3l5
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Chapter 7
Sustainability ‘Brands’

Abstract Based on the analysis presented in the previous chapter, sustainability
brands are defined: apologetic, defensive, good citizen, indifferent, iron-fist-in-
velvet-glove and striver.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image ¢ Corporate branding

Based on the definitions of sustainability practice from the previous section, we now
look at sustainability brands. In the first two subsections, we classify the 29 leading
chemical companies according to six brands, and we discuss the possible reasons
for the variations. We then briefly look at sustainability “crusaders”, and we con-
clude with the limits to sustainability, which we explore more deeply in the next
chapter on so-called greenwash.

7.1 How the Leading 29 Chemical Companies Stack Up

From the preceding analysis of how the 29 leading chemical companies practice
sustainability, for each company we have summarized its sustainability approach
and classified it under one of six sustainability brands (Table 7.1).

The brands emerged by inspection, i.e. they became apparent as the research was
considered in its entirety. They refer not only to a company’s sustainability report-
ing, but to the overall image of the company as perceived by the author. Although
strictly speaking, brands are meant to speak for themselves without explanation,
some further explanation is provided (Table 7.2).

Obviously, these brands are subjective (as brands are), and they may change.
Two especially interesting cases to watch will be Kuwait Petroleum and SABIC.

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 103
DOI 10.1007/978-94-007-3834-8_7, © Springer Science+Business Media B.V. 2012
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How the Leading 29 Chemical Companies Stack Up

7.1
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How the Leading 29 Chemical Companies Stack Up

7.1
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Table 7.2 Sustainability brands, numbers, and some explanation

Number within
Brand the top 29 Explanation

Apologetic 1 Shell has been buffeted by scandals: Brent Spar, Nigeria and
over-reporting of reserves. Its approach has been to say
“sorry, I’ll try to do better” repeatedly

Defensive 1 Solvay has been embattled for years about halogen chemistry
and its impacts. The company has circled its wagons, in as
positive a way as possible, to defend itself

Good citizen 7 These companies have adopted some aspects of sustainability,
mainly the environmental side, in a relatively no-nonsense,
low-key way

Indifferent 6 Minimum recognition is their approach to sustainability. Ineos
appears even to disrespect stakeholderism
Iron fist in 3 As the brand name suggests, these companies are soft on some
velvet glove issues and hard on others. Dow and DuPont are guarded,

perhaps defensive, on some legacy issues, ExxonMobil on
its Alaskan oil-spill legacy and (at least until recently) on
climate change. Within Germany, BASF might be in this
group, too, because of its perceived political clout

Striver 11 These are the best-in-class, including (perhaps surprisingly)
both Chinese companies. “Best in class” does NOT mean
these companies create the least environmental impact —
merely that they are strivers at sustainability

Recently, KPC has entered a major joint-venture with Dow Chemical, while SABIC
has bought large operations that formerly were DSM Petrochemicals and GE
Plastics. Dow, DSM and GE are all well-involved in sustainability, while KPC
and SABIC mostly disavow it. Presumably, some accommodation will need to
be found.

7.2  Why the Variations in Branding?

From inspection we have identified four main variables in sustainability brands of
the leading 29 companies:

e Legacy issues — scandals of the past can and do profoundly affect how companies
approach the present and future. Shell is probably the most obvious example, but
there are numerous others.

e Cultural differences — the two Middle Eastern companies, Kuwait Petroleum
and SABIC, are based in countries that dismiss climate change and are not
particularly supportive of open communication. (China, too, is not supportive of
open communication, so it is somewhat surprising that its two companies in the
29 are strivers in sustainability.)
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* Private owners — of the four privately controlled companies in the 29 — Basell,
Ineos, Formosa and Huntsman — the first three are indifferent to sustainability,
while the fourth is an adopter. The difference appears to be the view of the
owner.

» Stakeholder expectations — as some companies move to issue-focused sustain-
ability (see Defining Stakeholders (or, who reads these sustainability reports?)
p. 61), variations according to varied stakeholder expectations increase.

7.3 What About Sustainability Crusaders?

A seventh type of sustainability brand can be found in the chemical industry, albeit
not among the leading 29 companies, that of a sustainability crusader. At least two
companies embody this brand: The Body Shop, a UK-based cosmetics manufacturers;
and Ecover, a Belgian-based maker of cleaning products.

Ecover and The Body Shop are militant. Not only do they say that buying their
products will save the planet, but also that buying conventional products from more
conventional competitors will ruin the planet. To them, sustainability is not so much
about public relations, but about environmental and social impact (similar to the
way the general public and academics view sustainability, see “How Others Define
Sustainability”, p. 43).

None of the leading 29 chemical companies is a sustainability crusaders. Many
of them present some of their products as save-the-planet (see Recognition/
Celebration of Green Opportunities, p. 97), but they rarely or never attack their
competitors as Ecover and The Body Shop do.! We think it unlikely that any of the
29 would become sustainability crusaders, mainly because large chemical compa-
nies do so much business with their competitors. Although they compete, they
nearly always avoid vicious criticism. Secondly, for those with serious legacy
problems, legacies easily could, we suspect, be too strong a contradiction for the
crusader stance to be credible.

7.4 The Limits of Sustainability

The chemical industry originally turned to sustainability, because its public image
was so poor that it was susceptible to scapegoating (see Scapegoating, Loss of
License, p. 38). Ironically, if taken too far, sustainability could lead to the same
thing. As we discuss in the next two subsections, fear of liability and a credibility
gap set limits on sustainability.

'Or did, in the case of The Body Shop. The company was acquired by L’Oreal, a much more
conventional chemical/cosmetics company, in 2006.
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7.4.1 Fear of Liability

Product liability strikes fear in the hearts of many chemical managers, and for good
reason. It has killed some companies and crippled others. Damages for asbestosis
and related diseases have pushed into bankruptcy at least 50 companies that
employed many thousands, including GAF, Johns-Manville and WR Grace. Dow
Corning was forced into bankruptcy by liabilities related to silicone breast implants.
And there are other, broader liabilities, for example CFCs cutting a hole in the
ozone layer. CFC producers were not held strictly liable (i.e. they were not sued for
damages), but they were held responsible.

Fear of liability and sustainability are enemies. Another word for sustainability
is responsibility, another word for responsibility is liability; so fear of liability can
be translated to fear of sustainability. This leads to an inevitable clash: as a potential
liability arises, a company’s lawyers advise management to clam up and not give
the opponents any ammunition, while its sustainability advisors (presumably) tell
management to engage with the stakeholders.

Well, which are they, opponents or stakeholders? In practice, this may be difficult
to decide. The Love Canal Dilemma (see Reputation Versus Liability: The Love
Canal Dilemma, p. 31) still exists. However, as the examples below show, two industry
leaders are trying to apply sustainability to some potentially large liabilities.

7.4.1.1 DuPont and PFOA

With respect to its potential liability over PFOA, DuPont has taken a hard line
(see Perception of a Dishonest, Uncaring Response, p. 30). Although this may be
legitimate, it lacks the tone of sustainability and stakeholderism.

At the same time, the company has taken some elements of a sustainability
approach: (1) mainly, it publishes a web page “Information on PFOA”,? and (2) in its
2007 GRI report, it publishes a half-page of “additional information” about PFOA.
Both are weak, in that a reader without prior knowledge would realize neither the
depth nor the detail of the conflict surrounding the issue. The GRI report is particu-
larly weak, in that almost no context to the conflict is provided.

Another weakness is DuPont’s downplaying of the situation’s gravity. Its
“Information” website says: “Based on health and toxicological studies, DuPont
believes the weight of evidence indicates that PFOA exposure does not pose a health
risk to the general public.” This seriously begs the question as to why DuPont would
voluntarily agree to phase out PFOA. Moreover, given that the Science Advisory
Board convened by the US EPA concluded that PFOA is “likely to be carcinogenic”
to humans [1], DuPont’s statement — while perhaps accurate — surely is misleading.’

2http://www2.dupont.com/PFOA/en_US/.

3One activist organization, The Environmental Working Group, expresses a far more scathing view
at http://www.ewg.org/node/26670.


http://www2.dupont.com/PFOA/en_US/
http://www.ewg.org/node/26670
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Conclusion: sustainability is playing some role in DuPont’s approach to the PFOA
issue, but fear of liability appears to have the upper hand.

7.4.1.2 Dow Chemical and Dioxin Contamination in Michigan

Dow faces considerable liability due to dioxin/furan contamination in the region
around its Midland, Michigan complex.* This had led to serious conflict: local resi-
dents have filed a lawsuit against Dow; and the US EPA has fought for years to force
Dow to remediate more areas at a quicker pace.

The conflict with US EPA turned particularly sharp and public in May, 2008.
Under pressure from Dow, US EPA officials in Washington forced their Regional
Administrator for the region including Midland, Mary Gade, to resign. Gade had
been pushing Dow to speed up and widen its clean-up program. Upon resigning,
Gade announced: “There’s no question this is about Dow. I stand behind what I did
and what my staff did. I'm proud of what we did.” In defense of its “go-slower”
position, a Dow spokesman said: “There is all of this mystique about dioxin. Just
because it’s there doesn’t mean there is an imminent health threat” [2].

How sustainably has Dow communicated all this? Dow’s latest Corporate Report
ignores the issue; and although its main website does have a detailed section on
dioxins,’ the conflict in Michigan is not mentioned. By clicking on what is essen-
tially a footnote on the main website, there is a link to a “Dioxin/Furan Issue” website,°
which covers the issue in great detail. Unlike DuPont’s PFOA website, it would
allow readers without prior knowledge to get a broad, deep overview of the issue.
Dow states its disagreements clearly, but it nonetheless reports the views of local
residents pretty directly.

Conclusion: at least at a local level, sustainability is playing a significant role in
Dow’s public relations about dioxin contamination in Michigan. At the same time,
the company has strong-armed the EPA and downplayed local concerns.

7.4.2  Credibility Gap

Two elements of sustainability create a credibility gap for chemical industry.

First is the use of the word sustainability. As noted above (see How Others Define
Sustainability, p. 43), this is simply not the right word for public relations or stake-
holder relations. To skeptics, it can appear deliberately misleading.

“For an overview, see The Environment Report, 19 May 2008 at http://www.environmentreport.
org/story.php3?story_id=4025 or The Chicago Tribune at http://www.chicagotribune.com/
features/lifestyle/green/chi-epa-official-resigns_webmay02,0,4655733.story ?page=1.

Shttp://www.dow.com/commitments/debates/dioxin/index.htm.
¢ http://www.dow.com/facilities/namerica/michigan/dioxin/.


http://www.environmentreport.org/story.php3?story_id=4025
http://www.environmentreport.org/story.php3?story_id=4025
http://www.chicagotribune.com/features/lifestyle/green/chi-epa-official-resigns_webmay02,0,4655733.story?page=1
http://www.chicagotribune.com/features/lifestyle/green/chi-epa-official-resigns_webmay02,0,4655733.story?page=1
http://www.dow.com/commitments/debates/dioxin/index.htm
http://www.dow.com/facilities/namerica/michigan/dioxin/
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Second is the relentless positivism — or arrogance — of much sustainability reporting.
Most of the top 29 companies, especially the ones taking an “issue-focused”
approach to sustainability, paint an unfailingly positive picture while avoiding
unpleasant issues. They claim to be saving the planet,’ yet appear oblivious that they
are some of the world’s largest polluters. (Notable exceptions are the companies that
are indifferent to sustainability, most of the Japanese companies and, to some extent,
Shell and DuPont). Arrogance is not illegal, but in the event it invites disbelief,
satire and perhaps ridicule — and it is hardly conducive to building trust.

Arrogance and positivism, of course, are the cornerstones of most corporate
communications. Annual reports often are exercises in self-congratulation. Corporate
image campaigns always are. But sustainability, by definition (see Guidelines or
Charter (and definitions), p. 59), is not supposed to be that way. As DuPont Chairman
Chad Holliday says: “There’s also something else that comes with 200 years of
history — humility. As a company we have been through many experiences that
remind us that we don’t have all the answers. When you have been making thou-
sands of different products for more than two centuries, there are bound to be legacy
issues. DuPont has them. We accept that society expects transparency and respon-
siveness on such issues, and we are committed to both in order to earn and keep
the public’s trust.”

This credibility gap can be worsened by so-called Greenwash, which we discuss
in the next chapter.
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Chapter 8
The Thin Green Line: Between Sustainability
and Greenwash

Abstract ‘Greenwash’ is a potential backlash of sustainability. It ranges from
outright lying to spinning sympathy out of ordinary compliance.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image * Greenwash

Sustainability can be perceived as insincere. Ironically, this is a perception that sus-
tainability is meant to decrease, not increase. Insincerity in this respect is often
called greenwash, i.e. trying to present a product, a company or an industry as more
green (friendly to the environment) that it actually is. Greenwash comes in five main
forms: lying, spinning of words and science, celebrating compliance, celebrating
green products and processes, and green endorsements. These are discussed in the
five subsections below.

Greenwash can be different things to different stakeholders — which makes it
problematic. For instance, celebrating green products and processes is surely wel-
come to many employees, but can come off as insincere to local communities or
activists. And it doesn’t help that perceptions of what is green can vary widely.

There is a deeper undercurrent to the problem of greenwash, which stems from
the ultimate schism between stakeholderism and capitalism. The question ‘how
profitable and sustainable a company should be’ is addressed in the next section
(see Is Sustainability Profitable, and Should It Be?, p. 128).

8.1 Lying

Lying about environmental or social impacts is not a major issue for the chemical
industry. Even its harshest critics rarely suggest that the industry or its individual
companies are lying.

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 113
DOI 10.1007/978-94-007-3834-8_8, © Springer Science+Business Media B.V. 2012
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The minor exception is that some chemical products are falsely labeled as green.
A recent survey [1] of 1,018 consumer products concluded that ten of them (slightly
less than 1%) made false claims, e.g. one claimed erroneously to be ‘Energy Star’
certified and another to be ‘certified organic’.

8.2 Spinning Words and Science

To spin, in modern English, means to present an issue or event in a misleading way.
It is not lying, because ‘spin doctors’ are careful to stick to the truth, yet to present
facts selectively. For example, Dow is accused of spinning about the Bhopal disaster
[2], and DuPont is accused of spinning about PFOA and CFCs.!

8.2.1 What’s in a Word or a Picture?

There is a tendency for industry lobbying groups to give themselves inflated names
such as The Alliance for Corporate Responsibility or The Alliance for Responsible
Science, and for companies to give inflated job titles. One of Dow’s critics sends
this up in a mock press release [2] that quotes a fictional Covelle Saranex, ‘Corporate
Vice President for Environment, Health, Safety, Responsibility, Philanthropy,
Ethics, Decency, Citizenship and Social Concerns, as well as a polymer engineer
currently active in the development of 17 varieties of synthetics.’

Another approach is to name a lobbying group an ‘Institute’ that lends it a phony
aura of objectivity.

Finally, in advertising or other communications, sometimes inflated images are
used. Shell, for example, ran advertisements (Fig. 8.1) showing flowers coming out
of what looks like a petrochemical-refining complex.

8.2.2 The Quest for Sound Science

In conflicts over environmental policy, a typical spin tactic is to dismiss industry-
critical statements or positions as ‘junk science’, or to call for ‘sound science’ a
code word for an industry-favored outcome.

At best, this is anti-stakeholderist. It is akin to saying that your opponents are
either too stupid, too biased or both to think scientifically, but that they should accept
your self-proclaimed ‘scientific’ opinion. At worst, this is downright deceptive.
‘Sound science’ has been championed notoriously by industries opposed to global

"http://blog.aflcio.org/2007/12/02/greenwash-the-2 1 st-century-environmental-whitewash/.
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Fig. 8.1 A Shell advertisement that has been called greenwash

warming regulations and by the tobacco industry, which previously funded ‘The
Advancement of Sound Science Coalition’ to lobby against rules on second-hand
smoke. Their misuse of the term ‘sound science’ has tainted it, according to a
Gresham’s Law of common speech.?

The irony of ‘sound science’ arguments is that they often are not about science,
but politics. For instance with the issues of PFOA, plastics waste and biofuels, the
real debates are about: What, if anything, should be public policy, who should pay
and who should benefit?

8.3 Celebrating Compliance

Sometimes companies trumpet the benefits of complying with environmental or
social regulations.

For instance, many of Europe’s leading chemical companies (see How Chemical
Companies Define Sustainability, in Practice, p. 49) in their sustainability reports
describe how they will implement REACH, the EU’s regulations for chemicals
licensing. This can come off as insincere, because the same companies mostly
opposed REACH’’s introduction. In their defense, we note that this also could come
off not as insincere, but pragmatic.

2Gresham’s Law, an economic axiom, says that bad money drives out good money.
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Another example is the labeling of various products as CFC-free. Terra Choice
[1] says this is ‘irrelevant’, because ‘CFCs have been banned for almost 30 years.’
We are less certain: surely many consumers do not know of the total ban on CFCs,
yet they still might want reassurance that CFCs are absent in products they buy.

8.4 Celebrating Green Products and Processes

Most leading chemical companies celebrate their green products and processes
(see Recognition/Celebration of Green Opportunities, p. 97). Sometimes this is
perceived as greenwash, usually due to one or all of the following objections.

8.4.1 Objection: It Is Not Really Green

Opinions vary as to which products are processes are green. Weighting of environ-
mental impacts varies from one group to the next. Some products are considered to
be unnecessary, even in green format (extreme examples are organic cigarettes or
eco-hairspray?®). And opinions change, thanks to the law of unintended conse-
quences. CFCs once were considered to provide great social benefit, because they
replaced inflammable, higher-toxicity alternatives. The perceived benefits of biofu-
els have diminished as the public has begun to consider their alleged effects on
hunger and land-use.

Ecolabels are meant to solve this sort of disagreement, by providing standard
definitions of what is green. They do provide definitions, but rarely are these stan-
dard — often one ecolabel disagrees with the next. And not just in detail, but in
fundamental principles: for instance, the US Energy Star ecolabel aims to reward
80% of products in a given product group; the EU Ecolabel aims to reward only the
top 20%.

8.4.2 Objection: It Is Not Additional

Green products or processes may be developed not out of altruism, but to make a
profit. In other words, they are non-additional.* This is probably acceptable to most
stakeholders, but some complain that green actions are insincerely presented as
altruistic.

*In the 1990s the author was involved in establishing EU Ecolabels for hairsprays. Some activists
argued that hairsprays were unnecessary products, thus fundamentally ineligible for ecolabels.
Unnecessary? Surely hairsprays’ main users, middle-aged and elderly women, would disagree, but
they do not have a significant voice among eco-activists.

*The idea of additionality comes from the Clean Development Mechanism of the United Nations
Framework Convention on Climate Change.
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8.4.3 Objection: It Is Only for the Money

If a company gives up a celebrated product due to unprofitability, its previous cele-
bration can be seen as greenwash. When Shell sold off most of its solar-energy
businesses, one newspaper titled it as ‘Big Oil talks clean but spends dirty’ [3].
This touches on a deeper point raised sometimes by activists: Which comes first,
sustainability or profit? (See Is Sustainability Profitable, and Should It Be?, p. 128.)

8.5 Green Endorsements

Companies sometimes entice activists — usually greens — to endorse their sustain-
ability programs. This is usually in exchange for a membership, partnership or con-
sulting fee to the activist. For example, two such endorsers based in the UK are
public-relations firms Forum for the Future and SustainAbility.

Of course these endorsements are not necessarily greenwash. However, the
appearance of an interest conflict suggests that they could be.
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Chapter 9
Evaluating Sustainability: Is It Necessary,
and Does It Pay?

Abstract Sustainability is not necessary, as proven by the significant number of
chemical companies that have declined to adopt it. However, for more developed-
world, public chemical companies, at least some nod to sustainability is probably
required. Sustainability’s return-on-investment’ is difficult to quantify, which is not
the same as saying there is no ROI.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image ¢ ROI

No, sustainability is not necessary. Five of the 29 leading chemical companies —
Basell, Ineos, Formosa Plastics, Kuwait Petrochemical and SABIC — have little to
no interest in sustainability. In coming years, as these companies play a bigger role
in the West, they may be sustainability’s bellwether — either moving towards it or
leading others away from it.

Whether sustainability pays is harder to answer. We have not the data to calculate
a return on investment (nor does anyone else, we believe), but in the following sub-
sections we discuss: academic studies of sustainability’s benefits are inconclusive;
sustainability makes for a more attractive employer; sustainability as a way out of
crisis; how stakeholders react; sustainability successes; sustainability failures; is
sustainability profitable (and should it be); and what about beyond compliance?

9.1 Academic Studies of Sustainability’s Benefits
Are Inconclusive

“The majority of stakeholders are largely ignorant of corporate sustainability
management.” Moreover, “stakeholders’ interests and expectations are highly
fragmented, contradictory and primarily issue specific.”

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 119
DOI 10.1007/978-94-007-3834-8_9, © Springer Science+Business Media B.V. 2012
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These are the crushing findings of a review of academic studies of sustainability
[1] led by Professor Ulrich Steger of the International Institute for Management
(IMD) in Lausanne. We have not come across any other studies that address the
issue directly.

9.2 Sustainability Makes for a More Attractive Employer

In recent sustainability reporting, six of the 29 leading chemical companies — Akzo
Nobel, BASF, Bayer, DSM, Evonik and Solvay — stress that they are listening more
to their employees through surveys, forums and so on, with the aim of creating more
attractive employment.

DSM, for example, reports that 65% of employees surveyed “recommend DSM
as a great place to work.” Dow notes that its largest audience for its sustainability
reporting is its own employees, and figures this is probably true for most other sus-
tainability companies. Internal communications departments at a two large special-
ties producers (slightly too small to make the leading 29, but surely within the top
75) report that employees are continually asking to hear good news about their com-
panies’ environmental and social performance.

This is not quantitative proof, but we speculate that the greatest demand for and
consumption of sustainability comes from employees (and potential employees).
Either they want to feel good about what they do, or at minimum not feel bad
about it.

9.3 Sustainability as a Way Out of Crisis? Not Obvious

Although public opinion of the chemical industry has improved in recent years, this
is not obviously connected to sustainability. As the two examples below show, the
Love Canal dilemma still exists, although sustainability might soften the blow in
some cases.

9.3.1 What If Love Canal Happened Today?

Another way to address this is to revisit the Love Canal dilemma (see Reputation
Versus Liability: The Love Canal Dilemma, p. 31). If Occidental Chemical had
practiced sustainability, would the consequences of Love Canal have been differ-
ent? Different, probably, but perhaps worse. We suspect Occidental would have had
to pay for the cleanup sooner rather than later. Perhaps its image would have been
better, but this is not certain.
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Put another way: if Love Canal were to happen today, to a sustainable company,
would they come out of it better than Occidental? We are skeptical. The closest
analogies to hand are Dow’s problems with dioxin contamination in Michigan and
DuPont’s legacy of PFOA contamination. Dow and DuPont themselves both ques-
tion the value of sustainability in these situations (see Fear of Liability, p. 110).

9.3.2 Hoechst and Its Unsustainable Chairman

As noted earlier (see Defining Stakeholders (or, who reads these sustainability
reports?), p. 61), after a 1993 explosion that rained potentially carcinogenic chemi-
cals onto neighbors of a manufacturing plant, former Hoechst chairman Wolfgang
Hilger behaved in an “unsustainable” way. He stayed on holiday, the company at
first declared the chemicals to be less hazardous than they were and he apologized
only after intense public criticism. At the company’s annual meeting two months
later, he moodily denied responsibility and appeared unrepentant, even defiant [2].

About a year later, Hilger was forced into retirement. There were other factors
behind his exit, but the main one was his poor public relations.! Hilger’s successor,
Jiirgen Dormann, openly criticised Hilger’s tactics and was much more engaging of
the media and the public. This did not spare the company considerable clean-up
costs (which it would have had to pay anyhow), but it did seem to boost its ailing
public image and employee morale.

9.4 How Stakeholders React to Sustainability

“Stakeholders...are highly fragmented, contradictory and primarily issue specific,”
says the IMD study [1]. Indeed, we wonder how many actually think of themselves
as stakeholders.

The closest we have seen to a broad stakeholder survey is one conducted in 2007
by KPMG and SustainAbility [3]. Its most interesting finding, in the context of this
book, is the makeup of stakeholders. Of 2,279 respondents surveyed: about 75%
were business people, consultant and academics. Regulators and activists accounted
for only 10% of readers, while the rest were investment raters (6%) and other.

What this boils down to is that most stakeholders recognize themselves only in
the face of a threat. When threatening events occur, stakeholders come out of the
woodwork, but it would take serious effort to identify them in advance.

"'Hilger’s apparent disregard of public opinion was long-standing, and was shared by his predecessor,
Rolf Sammet. Asked what he did during World War II at an early-1980s press briefing with British
journalists, Sammet replied that he spent much of it bombing London.
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Nonetheless, there is still value to sustainability reporting. It is similar to financial
reporting. Many readers are internal, i.e. within the company itself. And a sustain-
ability report often is the source of advertising and other corporate communications
(including crisis communications). External readers are a relatively few “opinion
leaders” who then disseminate the content further.

9.5 Sustainability Successes

By inspection, we have identified some successes that might be attributed to sustain-
ability (Table 9.1). These are discussed in the following subsections.

9.5.1 Easing Regulation

In each of the following three cases, regulation was perceived to be inevitable.
Sustainability was used to make the regulation more industry-friendly.

9.5.1.1 Montreal Protocol

As described above (see DuPont: Offensive, to Turn Regulation into Advantage,
p. 40), when a ban on CFCs appeared inevitable, DuPont’s adopted sustainability to
turn regulation into competitive advantage.

It is entirely possible that DuPont (and other fluorocarbon producers) might be
able to pull off a similar coup with replacements to PFOA-based products, but it is
too early to say with certainty.

9.5.1.2 EU Packaging Directive

In the 1980s, to encourage recycling, the German government imposed take-back
regulations on plastic packaging. This was a landmark move in producer responsi-
bility (that has since been applied to many other sectors). However, it was also very
costly, at times without generating environmental benefit.

Germany’s subsequent attempt to spread the so-called “green dot” system to the rest
of Western Europe was countered by the plastics industry with a major “sustainability-
driven” campaign, coordinated by a trade association then named APME, now
PlasticsEurope. Green-dot did spread to other countries, but not all, and in a much milder
form. Much of subsequent policy-making in the area was and continues to be influenced
by the plastics industry approach, which is to assess the overall environmental impacts
of waste disposal rather than simply to set ever higher recycling targets.

The cornerstone of this was the EU Packaging Directive, which, instead of copying
German legislation, is more accommodating of industry views.
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Table 9.1 Sustainability’s successes and failures

Success Failure

Montreal protocol Monsanto and GMO in Europe

EU Packaging Directive BASF, Monsanto, Syngenta and IAASTD
Kyoto-based regulations REACH

Industry-friendly LCA standards EU Ecolabels

Emission reduction project Zero waste

Responsible care

9.5.1.3 GHG Reductions

The link to sustainability is more tenuous than in the preceding two examples, but
clearly, the chemical industry has had a favorable position in greenhouse-gas
regulations.

Unlike other major industries, European chemical producers have not been pulled
into the EU’s Emissions Trading System (ETS); they have been allowed a self-
regulation scheme, except for steam crackers and some nitrogen-based plants,?
which will come under ETS over the next few years. Even so, regulators are working
closely with the industry in a relatively “stakeholder-ish” way to do this.

Meanwhile, chemical companies have profited from carbon credits. In an initial
auction of emissions reductions held by the UK’s environmental ministry, chemical
companies Ineos, DuPont and Rhodia sold 43% of the credits. Chemical companies in
China (often assisted by Western partners) have been some of the largest beneficiaries
of the Clean Development Mechanism created under the Kyoto Protocol.

9.5.2 Industry-Friendly LCA Standards, and Life-Cycle Thinking

In the early 1990s, the European chemical industry was subject to recurring attacks
from activists, echoed in the media, about disposal diapers (nappies), PVC and the
chlorine chain, and plastic waste. The products were characterized as environmen-
tally harmful, the industry as greedy and uncaring.

Thanks in part to sustainability-style engagement by the chemical industry, these
so-called “product policy” debates have been moved into the framework of life-
cycle assessment (LCA) or at least so-called “life-cycle thinking”. Regulators in
Europe, the US and Japan have been very receptive to this approach.

Life-cycle thinking has undermined the arguments of activists. As Greenpeace
argued in response to a UK-government sponsored review of PVC in 2001: “The new

>Which were high emitters of N,O, one of the more potent greenhouse gases.
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UK Government life cycle analysis (LCA) of PVC and alternatives has been unable
to find a way to address the main issue surrounding the use of the material — the
impact of toxic pollutants generated throughout its life cycle. This means the LCA
adds little information of use to the current debate on policy measures needed to
reduce the environmental impact of PVC.” [4]

At the same time, industry representatives (not just chemicals, but a number of
manufacturing sectors) have worked, sustainability style, to create ISO standards
(series 14040) for LCA. One of their most important accomplishments has been to
peer-review as part of the ISO standard; the cost of this makes ISO-certified LCA
generally too expensive for activists.

9.5.3 Emission Reductions: MSRI Project of Dow and NRDC

In the late 1990s, Dow Chemical and the Natural Resources Defense Council, an
activist, conducted the Michigan Source Reduction Initiative at Dow’s Midland
complex. For 2 years, activists worked with Dow to identify and implement pollution-
and waste-reduction projects [5].

The Initiative generated $5.3 million in annual savings from $3.2 million in one-
off investment. Nonetheless, concludes NRDC:

“Despite the success of the project, NRDC and the local environmental activists
believe it will be difficult for Dow to commit to applying the lessons from Midland
at its other plants. Not surprisingly, the reason is financial. Even though the project
saved the company money, the dollar figures were low by Dow standards, so the
company may well make more money by investing resources elsewhere. Which
suggests a hard but important lesson for environmentalists: in order for industry to
implement pollution prevention, it must not only be profitable for the company to do
so, it must be more profitable than other potential investments available to the
company.”

“Another important lesson from the project has to do with the need for institu-
tional change within Dow, and presumably other such corporations. Dow’s decision
to work with NRDC and the activists in this project was courageous, and the com-
pany deserves credit. But it’s clear that for such efforts to get off the ground, a
variety of institutional barriers will need to be overcome. For example, the company
must create meaningful rewards for mid-level managers who identify and imple-
ment environment-friendly policies, and it must learn to place greater institutional
value on environmental savings when making investment decisions.”

9.5.4 Responsible Care

Responsible Care is a program for chemical plants to communicate with and reach
out to local communities. It is a success by definition, because one of sustainabili-
ty’s aims is to engage with local communities.
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Whether Responsible Care does an optimum job is more debatable. Proponents
say it should be more structured, and critics say it “is among the newest and most
sophisticated of the resources by which polluting industries keep ordinary citizens
at bay.” [6]

9.6 Sustainability Failures

By inspection, we have identified some failures that might be attributed to sustain-
ability (Table 9.1). These are discussed in the following subsections.

9.6.1 GMO I1: Monsanto in Europe

The most obvious failure of sustainability was to block genetically modified food
(often known as genetically modified organisms, or GMO) from the European
Union. At present, production and import of GMOs in Europe is mostly banned, to
some extent by government regulations and also by refusal of many retailers to sell
them.

Ironically, GMO had been approved in April 1996 by the European Commission
for import, storage, processing (and consumption) in the EU. Trials of local produc-
tion had started, and then Monsanto, advised by public relations consultant
SustainAbility, began to engage stakeholders —i.e. the general public.

At first Monstanto and SustainAbility started an advertising campaign (at a
reported cost of $2 million) asking the public to begin a discussion about GMO’s
pros and cons. The campaign raised the profile and news value of GMO enormously,
and offered its critics a large, sitting target. According to Simon Propper, now man-
aging director of Social Environmental Context, a corporate responsibility consul-
tant, the campaign “was a total gift to the environmental pressure groups.” [7]

The pressure groups, which probably could never have afforded on their own
what amounted to free publicity from Monsanto, did not waste their chance. They
painted GMOs as “Franken-foods” that would harm people and the environment.
They rolled out Monsanto’s environmental legacies (none of which were related to
GMO). They portrayed Monsanto as heartless and greedy, particularly because of
the terminator technology.® Thanks to Monsanto’s advance publicity, all this was
reported widely.

3 With terminator technology, GMOs terminate future generations, in that their seeds are geneti-
cally engineered to be sterile. This prevents a GMO from seeding a subsequent generation, thus
protecting the natural environment from artificial genetic modification. GMO-opponents generally
ignored this, pointing out that “terminated GMO” require farmers to buy seeds every year from
Monsanto — alleged proof of its greed.
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As public and regulatory opinion soured by late 1998 or early 1999, SustainAbility
resigned its Monsanto mandate, cleverly blaming Monsanto, saying the company
was not taking its opponents seriously enough and that it was talking down to them [8].
SustainAbility’s chairman, John Elkington, said Monsanto is “happy to invite the
outside world in to discuss, but there is still a barrier to really listening to what people
are saying.” [ 7] Elkington, who noted that he personally believes in the environmental
benefits of biotechnology, said that the criticism of GMO shocked him [8].

By October 1999, Monsanto agreed to halt marketing of terminator seeds, and
chairman Robert Shapiro appeared via interactive video at a Greenpeace Business
Conference in London to seek “dialogue” and a “‘common ground.” Shapiro told the
conference: “we forgot to listen,” adding that “we have irritated and antagonized
more people than we have persuaded. Our confidence in biotechnology has been
widely seen as arrogance and condescension.” [9]

True, but surely the critics’ arrogance and condescension were far greater. Our
conclusion: Monsanto and SustainAbility were not so much arrogant as naive. They
believed in GMO, and they believed that with a sustainability approach, others
would believe, too. They handed their critics (who do not believe in GMO) the pub-
licity with which they could assassinate GMO. Monsanto’s mistake was not a fail-
ure to listen, but to ask in the first place. A go-quietly approach may well have
worked — in Euro, GMOs could be sometimes controversial, yet widely used (as
they are in the rest of the world).

9.6.2 GMO 2: BASF, Monsanto, Syngenta and IAASTD

In 1988, the United Nations created the Intergovernmental Panel on Climate Change
(IPCC) to deal with global warming. In a similar process in 2004, the UN created
the International Assessment of Agricultural Science and Technology for
Development (IAASTD) to deal with hunger.

IAASTD?’s first major job was to “set a new agenda for global food production,”
based on a 4-year study, led by the UK Environmental Ministry’s Chief Scientist,*
that involved thousands of scientists around the world. In the spring of 2008,
TAASTD issued a full report with 22 findings. Among them, IAASTD did not find
GMOs to be particularly useful in alleviating hunger and poverty in the developing
world, even suggesting that GMOs may be unhelpful to rural development. It also
expressed concern about GMOs’ safety.

As these anti-GMO positions were becoming clear in draft versions of the report,
Representatives of GMO-producers BASF, Monsanto and Syngenta resigned from
TAASTD. Reports differ on precise timing, but this occurred either in late 2007 or
early 2008. Syngenta’s CEO John Atkin said that being part of IAASTD was “spending

“Robert Watson, who also was involved in the IPCC reports on climate change.
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time and energy on something that was not making progress, on meaningless con-
versations. There was a complete failure to meet basic standards of objectivity; a
total lack of balance and a large voice with an agenda — no intensive farming, no
technology — it was very extreme.” [10]

This case is less of a failure than the previous one of Monsanto in Europe.
IAASTD probably was going forward anyway, so the GMO-producers jumped on
to see if they could make their case. Although this did not work (as Syngenta’s CEO
Atkin put it, “We, as an industry, have failed in getting over the importance of tech-
nology in agriculture” [10]), the opportunity may have been worth the risk.
Nonetheless, it highlights the potential risk of a sustainability approach and the need
to assess it in advance (which BASF, Monsanto and Syngenta may have done).

9.6.3 REACH

REACH is the EU’s regulation for chemicals licensing, which will require risk
assessment of some 30,000 compounds that are produced and sold commercially [11].

The chemical industry soundly opposed REACH. In 2003, then BASF vice-
chairman and President of Cefic,” Eggert Voscherau, warned that REACH was
“completely unworkable,” adding that it would “de-industrialize Europe.” Now that
REACH is real (it was adopted in December 2006), BASF is offering to help other
companies comply, as part of its “Success — Added Value through Sustainability”
services. A number of the other leading 29 chemical companies announce in their
sustainability reports how they are prepared for or complying with REACH (see
Product (or process) Safety, p. 95), usually not mentioning they have no choice if
they want to remain in business.

In its final form, REACH is not as onerous or costly as it might have been, and
this can be considered a success for industry lobbyists. As Judith Hackitt, former
Director General of the UK Chemical Industries Association (CIA), noted in 2005,
“Our greatest achievement in terms of cost and business impact reduction occurred
in 2003, when we succeeded in getting the Commission to adopt a proposal with a
more realistic scope.”

However, that lobbying did not follow the sustainability approach. Indeed, it
seemed to follow the classic “battle of litanies” (see The Battle of Litanies:
Regulators Versus Industry, p. 36) that predated sustainability. Would sustainability
have yielded a better outcome? The point is moot; clearly, however, the industry
decided against sustainability, choosing instead the “battle of litanies” approach.

>The European Chemical Industry Council, i.e. the trade association of manufacturers.
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9.6.4 EU Ecolabels

When it was set up in the early 1990s, the EU Ecolabel was meant to be epitome of
sustainability. It was meant to reward sustainable products through a stakeholder-ish
selection process that involves industry, consumers, retailers, activists and labor
unions.

However, the system turned out to be politics and business as usual. Industry and
activists have clashed repeatedly, while the other stakeholders have either watched
or ignored the process. Even companies that have leading sustainability programs,
such as Procter & Gamble, disparage ecolabels — especially the EU’s. EU Ecolabels
are available and used,® but not at a significant market share.

9.6.5 Zero Waste

Two large, well-known chemical companies — DuPont and Monsanto — have had
“zero waste” policies for over a decade now. This promise may have sounded good
at the time, but it rings hollow after so many years of non-fulfillment.

9.7 Is Sustainability Profitable, and Should It Be?

‘Green business is good business’ — if you Google this phrase, you find millions of
entries. Probably most of these are celebration: a company becomes more efficient,
less wasteful or develops a green product, and then feels good about the side-
effects.

Taken strictly, the phrase is nonsense. If it means that there always is profit in
protecting the environment, then it is not true. If it means there is no profit in not
protecting the environment, that too is not true. Still, in its fuzzy way, the statement
is an attempt to address a series of related issues, which we discuss in the following
five subsections.

9.7.1 What Is a Fair and What Is a Greedy Profit?
There Is No Consensus

This question has a deep populist history in the capitalist as well as the socialist and
communist worlds. The answer generally derives from self-interest: if I receive a
large profit, that is fair; if someone else does, that is greedy.

¢ See http://www.eco-label.com/default.htm.
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Ridiculous as that sounds, this is a staple issue of sustainability debates. Activists
often point to a company’s profits, arguing that a fraction of it would pay for some
environmental or social program. For instance, Greenpeace contends that BASF
should fight unemployment by employing more people, because it posted revenues
and profits in the €billions [12]. Activists pressing ExxonMobil to pay several
$billion for the damage caused to Alaska’s Prince William Sound in 1989 by its
Valdez tanker spill point out that this amounts to “only” a fraction of the company’s
annual profit.

Companies reply that they must make a profit to stay in business. Although this
is stating the obvious, companies raise this regularly in their sustainability reporting.
One of the most comprehensive reporters of the 29 leading chemical companies in
this area is LG Chem, which devotes five pages of its most recent sustainability
report to it.

However, LG Chem and others are sidestepping the real question, which usually
is not whether companies should make a profit, but how much profit should they
make? Economist Milton Friedman famously argued in 1970 that companies should
make as much as possible [13], others disagree, and we doubt the matter will ever
be settled.

9.7.2 Compliance Is More Profitable than Non-Compliance

Complying with regulations, environmental or otherwise, is generally more
profitable than not complying. With some notable exceptions,’ this would seem to
be common sense. Crime does not pay, and it is difficult to run a chemical plant
from jail.

This is borne out by research. Analysis of 65 US companies (including 11
pharmaceutical and chemical firms) showed that companies with average or good
environmental records financially outperform those with poor environmental
records [14].

9.7.3 But Going ‘Beyond Compliance’ Does Not Generate
Extra Profit

The same research [14], however, does not encourage going beyond compliance. It
shows that there is no significant financial-performance difference between those
with average and good environmental records.

"For instance, bribing to win government contracts, paying taxes in countries with lax enforcement
or, in a merchant bank, strictly separating investment analysis and deal-making.
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This may surprise the numerous proponents of “beyond compliance”, i.e. do
more than regulations required, that is often suggested in the sustainability litera-
ture.® We are not so surprised. Our view is that going beyond compliance makes
sense only when there is an explicit benefit in doing so. Otherwise, why not, say,
overpay taxes or suppliers?

9.7.4 Should Public Relations Be Done with a Sustainability
Approach?

Most companies have some sort of public relations function, just as they also have
functions in, say, accounting and personnel. These are cost-centers, yes, but they are
basics of modern business.

A sustainability approach to public relations, as previous sections have shown, is
not strictly necessary, and it can bring failure and risk. At the same time, it may
enhance a company’s long-term profit both by bringing successes and by remediat-
ing problems. As yet, there is no short, simple way to determine if a company should
adopt sustainability, or if so, to what extent. (See Get on Sustainability’s Bandwagon,
But Not Blindly or Blithely, p. 137.)

9.7.5 Beyond Profit: Sustainability as Religion

Some proponents present sustainability as a sort of religion that should be pursued
for its own sake. This is antithetical to the “green business is good business” argu-
ment. Chris Laszlo, author of The Sustainable Company [15], says sustainability is
about “heart and spirit (where a manager) shares his commitment to have the com-
pany succeed economically while bettering the lot of all its stakeholders.” Andrew
Newton, Associate Fellow of the Sustainable Development Programme at Chatham
House, goes a step further, arguing that there is a moral imperative for managers to
pursue sustainability, whether or not that leads to economic success.

We are skeptical of this. Especially at public companies, shareholders may disagree,
and it is difficult to force this sort of “heart and spirit” commitment on employees.
It should be enough for companies to tell employees what to do (e.g. make these
products, obey the law), not additionally to dictate what they must believe.

8 For instance, a “Sustainability Beyond Compliance in Chemicals” conference held in 2007
featured speakers from Akzo Nobel, BASF, Dow, DSM, Novamont, Rhodia, Solvay and Syngenta.
http://www.jacobfleming.com/conferences/chemical/sustainability-beyond-compliance-in-
chemicals#eve_inf.
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Private companies are much more able to push “heart and spirit” commitment

from the top: for example, the founders/owners of Body Shop, Ecover (see What
About Sustainability Crusaders?, p. 109), Holcim, Interface, SC Johnson and
Patagonia are well-known for their environmental or social commitments and how
they push them into their companies.’
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Chapter 10
Is There a Non-Sustainable Option?

Abstract Even cigarette producers, armaments makers and manufacturers special-
izing in dangerous chemicals pursue sustainability. So it is hard to see that any part
of the chemical sector would be off limits.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image

When the chemical industry moved toward sustainability, there was an air of
desperation (see Losing the License to Operate?, p. 37), as if ‘sustainability or die’
were the only choices. For the long-term, this appears to be true: to keep and attract
employees, Western, public companies in unpopular sectors either must adopt some
elements of sustainability or pay outsized salaries.

We conclude this based particularly on inspection of two pariah sectors — cigarette
producers and armaments makers — and Albemarle, a specialist in particularly
dangerous chemicals. All of these have moved to sustainability reporting.

Does this mean the leading chemical companies that are indifferent to sustain-
ability (Table 7.1) will change their minds? Not necessarily, because they are either
privately-held or non-Western. Still, Basell and Ineos will be particularly useful to
watch. As major, largely Western, yet private companies, they may be the bellwethers
for sustainability in the chemical industry.

10.1 Cigarette Producers

This sector has in recent years come around to sustainability, with the major players
reporting to and engaging with stakeholders. This is a change of tactics; well into
the 1990s cigarette makers appeared to accept their outsider status. Our inference is
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that they have changed to court employees. Tellingly, the sustainability section of
British American Tobacco’s (BAT) website includes a Careers FAQs' and other
FAQs aimed at this.

BAT makes the case for its existence in a low-key, well-argued brief that tackles
head on a number of the key objections to smoking, plus a number of other sustain-
ability issues. As Adrian Payne, head of corporate social responsibility at BAT
explains: “People find it difficult to acknowledge, but as long as tobacco is legal we
have a role to run our business responsibly.” Payne goes on to point out of 167 BAT
stakeholders invited to dialog, only 34 accepted. Clive Bates, director of Action on
Smoking and Health (ASH), the antismoking lobby group, was one stakeholder not
prepared to sit around the table with BAT. “We take a cynical view of dialogue —it’s
about getting critics in a room to stop them criticizing you.” [1]

This, we believe, is yet another reason to ditch the word ‘sustainability’. Although
we accept the cigarette makers’ intentions as reasonable, the idea of ‘sustainable
cigarettes’ strikes us as too open to ridicule to be useful. Perhaps it is logically fea-
sible, but along with ‘sustainable gambling’ and ‘sustainable prostitution’, we think
it will never be credible. For cigarette makers to publish an ‘environmental report’,
by contrast, seems appropriate.

BAT has even achieved a listing in the Dow Jones Sustainability Index (DJSI).
Sustainable Asset Management (SAM), the company that selects DJSI members,
defended this in a letter to an anti-smoking activist as follows: “No company any-
where is sustainable in an absolute sense. We identify companies that lead in the
transition to a sustainable future, and therefore identify the relative sustainability
performance of a company to its peer group. Developing a financial index of
publicly-listed equities with sustainability leaders is designed to mobilise the capital
markets to reward companies that lead in this transition. We recognize that the
Tobacco industry is not absolutely sustainable in its current business model and that
the Tobacco industry will have to change significantly to move close to a more
sustainable business model — if even possible. Our objective and yours — to achieve
change — is the same, but the means are different.” [2]

We find SAM’s comment to be astonishingly cynical and duplicitous, showing
sustainability at its greenwashing worst. Surely it is SAM’s job to decide whether it
is “even possible” for cigarette makers to be sustainable, and if it is impossible, then
BAT should not be in the DJSI.

10.2 Armament Makers

Armaments producers, another unpopular sector, have also moved towards sustain-
ability. British Aerospace and General Dynamics, for example, publish sustainability
reports. The DJSI is open to armaments makers, although no companies have made
the list to date.

"http://www.bat.com/group/sites/uk__3mnfen.nsf/vwPagesWebLive/DO728EAN?
opendocument&SKN=1.
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10.3 Albemarle

Albemarle is a chemical company that has focused on handling dangerous, difficult
chemicals. It has unapologetically made major business out of bromine chemistry
that is known to be environmentally controversial. In 2007 Albemarle published its
first sustainability report, which makes no mention of the ongoing policy debate
about bromine in the environment.

In Albemarle’s defense, we point out that many companies handle dangerous,
difficult chemicals, and that some choose to avoid any public recognition of this.
Our point is that Albemarle epitomizes this type of company, and that it has chosen
to adopt sustainability.
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Chapter 11
Get on Sustainability’s Bandwagon,
But Not Blindly or Blithely

Abstract Six suggestions for practitioners, drawn from the core research behind
this book.

Keywords Sustainability e Chemical industry ¢ Strategy * Communications ¢ Public
image

For large, public chemical companies in the West, we conclude that some amount of
sustainability is required. There is a lot of flexibility in scale and scope of its
application.

Sustainability is an artifact of the chemical industry’s history (see Why the
Chemical Industry Turned to Sustainability, p. 25). It may have been fine for the past,
but as currently practiced it may not be best for the future. As we discuss in the
following subsections, we recommend that companies: study their stakeholders;
consider their culture; be responsive, but not necessarily responsible; get rid of the
word sustainability; remember the risks; and consider a return to a safety culture.

11.1 Study Your Stakeholders

From the generalist sustainability literature (for example [1]), the impression arises
that stakeholders are ready and willing to be engaged — all a chemical company need
do is to get started. Reality is not like that, so there should be an up-front study of
stakeholders, as some leading companies are doing (see Defining Stakeholders (or,
who reads these sustainability reports?), p. 61).

A broad view of a likely outcome is as follows (although the point of a stake-
holder study is to understand a specific situation, which will differ in its details).
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11.1.1 Employees Are Your Most Important Stakeholders

They are most interested in a company’s performance, and they are well-placed to
make the company’s case to the outside world, especially local communities. Most
people do not work for financial compensation alone; they want to feel some satis-
faction from the work they or their company does. As obvious as these statements
are, they have not shown through in earlier versions of sustainability, although leading
companies are starting to recognize them.

Probably the second-most interested group is the sustainability analysts who
work for investment companies.

11.1.2 Most Other Stakeholders Are Scandal-Driven

“Stakeholders...are highly fragmented, contradictory and primarily issue specific,”
says a study by IMD [2]. In other words, it may be hard to get their attention when
nothing is wrong, and then when something goes wrong, you have more of their
attention than you wanted. This applies to most regulators as well. Regulation
(or even government warnings) is often driven by scandals or accidents.

11.1.3 Some Activists Are Paid to Be Activists

Some of the loudest, least-compromising stakeholders are activists who make their
living or their reputation by confronting their opponents. Theirs is an “all-or-nothing”
approach that is always dramatic, and in the rare cases it succeeds, also spectacular.

Using force against activists is problematic: doing it may give them just the
images they want; not doing it may upset and even endanger your employees or the
public. Engaging a confrontational activist may be to walk into a trap.

11.2 Consider the Corporate Position and Culture

The scope and scale of sustainability will depend on a company’s position: public
or private ownership, regions where it operates, its product portfolio. It also will
depend on a company’s culture.

11.2.1 Take Stakeholders Seriously

Senior management must be committed enough to sustainability to accept its premise —
that stakeholders should be taken seriously and are worth talking to. In practice this
is far less obvious than it sounds.
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A classic case of not taking stakeholders seriously was delivered by the vice-chairman
of General Motors (GM), Bob Lutz, who in early 2008 notoriously told a group of
news reporters that global warming “is a total crock of sh*t”. Even if Lutz is right,
and even if (as he later claimed) this makes no difference in GM’s program to
develop “climate-friendly” cars, it is an insult to many stakeholders. Surely they
will find it hard to believe that GM senior management takes seriously their con-
cerns about global warming. Of course Lutz cheered those stakeholders who share
his view of global warming, but they were onside anyway.

Can you imagine a senior chemical manager saying a similar thing about REACH?
In private, perhaps, but in public, their statements have been measured and mostly
respectful. This approach — long ago mastered by most successful politicians — is
essential for sustainability to be real.

11.2.2 With Promises, Less Is More

Because sustainability is about communication and trust, it is especially important
to deliver on promises made. Making a claim of, say, “zero waste” (see Zero Waste,
p. 139), is harmful if it does not happen within some reasonable period.

11.3 Be Responsive, Not Necessarily Responsible

At the heart of sustainability is a Catch-22 that we call The Love Canal Dilemma
(see Reputation Versus Liability: the Love Canal Dilemma, p. 31). On one hand,
companies inherently try to avoid liability. Most companies are expressed chartered
as “limited liability” organizations, for instance GmbH in Germany, Ltd in the UK
or LLC in the US. On the other hand, sustainability, or corporate responsibility — if
taken at its word — is about accepting liability. By taking responsibility, companies
may be perceived to admit liability much greater than they believe they deserve. By
stonewalling and denying liability, they may be perceived as greedy and secretive.

Perhaps the answer is for companies to be responsive, but not necessarily respon-
sible. Being responsive is akin to being customer-centric, except that it is stake-
holder-centric. This means:

* Acknowledging that problems are real, without necessarily accepting liability for
them.

e Taking stakeholders seriously, i.e. accepting the legitimacy of their fear or out-
rage, even when you do not share their fear or outrage. Many airline employees,
for instance, are trained to do this with upset travelers.

11.3.1 Acknowledging Problems as Real

As yet, there is no standard method for how to do this and not accept liability. In prac-
tice, it will consist of lawyers, public relations experts and sustainability managers
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trying to find common ground (see Fear of Liability, p. 110). Risk communication
expert Peter Sandman explains that common ground will be negotiated in five areas [3]:

e Ignorance — which complaints or issues should be ignored

e Silence — when, if ever, should you stonewall

e Candor — how straight should you be, and this includes “technically correct”
statements that are misleading

e Apology — should you say you are sorry, and if so, how

e Tone — should you sound like a human, a lawyer or a technocrat

A good place to start is to accept that some stakeholders may see risk quite dif-
ferently than a company does.

11.3.2 Accepting Stakeholder Outrage

In environmental and social disputes, companies and their critics often impugn the
other side’s motives. The company cares more about profit than people, say its crit-
ics. The critics care more about their egos and their incomes than the real risks,
replies the company. Both sides are outraged by the action of the other.

Ironically, both sides usually believe they are doing the right thing. As Peter
Sandman puts it: “People who say the risk is tiny and try to get the public to tolerate
it are almost always telling the truth as they see it. People who say the risk is huge
and try to get the public to find it intolerable are also telling the truth as they see
it....Both sides genuinely think they’re right — so genuinely that they can’t quite
believe the other side doesn’t secretly agree” [4].

This positioning can amount to irresistible force meets immovable object, a fight
to the finish. But Sandman also presents an alternative that he calls “outrage
management” [5].

So how do you effectively communicate to an outraged group? Sandman outlines
several important points: “First, be prepared for a long meeting. Trying to shorten
the meeting suggests there is something to hide. Allowing the audience to determine
when the meeting is over gives them a measure of control and indicates that you
seriously want to address all their concerns to the fullest extent.

Second, make your long-term goal that of making the issue boring without being
boring yourself., A group outraged by something is seized with indefatigable inter-
est, so your goal is to persuade them that the subject itself is boring enough that they
would rather stay home than go to another meeting on this issue. This doesn’t mean
the meeting can be boring; it should be interesting and engaging, but should also
aim at the long-term conclusion that the issue is being well-managed by others and
doesn’t require any further attention from the audience.”

Third, never talk first. “Allow the outraged speakers as much time as they need
to vent their concerns,” says Sandman. “They want to yell, and to be seen to be yell-
ing, so listen carefully, and say little. The less you say, the more they will want to
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hear from you, and when they have finished venting, wait until they invite you — or
possibly order you — to reply to their concerns. Always start by reiterating their key
points, such as that they are angry about X, worried about Y, and want you to take
action about Z. This demonstrates that you have not only heard them, but clearly
understand them. Do this tentatively, asking questions rather than making state-
ments, to check and see whether you’ve got it right. If they call you a jerk, control
your own outrage at the insult, listen carefully, and focus on the criticisms you can
agree with, rather than on rebuttals of the criticisms you think are wrong. It is not
intuitive or natural to do so, but your goal is not for you to feel better at the end of
the meeting, but for the outraged parties to feel better.”

When the crisis is past, Sandman highly recommends giving credit to the critics
for the newly improved situation. “In 1990, for example, there were complaints
about the environmental impact of the polystyrene boxes McDonald’s used for
packaging their hamburgers,” he explains. “If they had abandoned the boxes on
their own and painted the golden arches green, they would have been attacked.
Instead, McDonald’s representatives met with the Environmental Defence Fund
and invited them to police the switch to a more environmentally friendly packaging
format, so they could certify that the change had been done right, and to blow the
whistle if there were a problem. The EDF was able to claim a victory over a major
multinational, and McDonald’s agreed they had been forced to take this step. When
a critic is busy taking credit, there’s little time left over for further attack. And third
parties don’t doubt the accuracy of an achievement that your critics are taking
credit for. If critics say they made you take a certain action, nobody questions
whether you did it.”

We are not sure that Sandman’s prescriptions applies across-the-board. And
taken to its extreme, “outrage management” could be very time-consuming as well
as divisive.! Still, it provides a valuable start to what otherwise seems an almost
intractable issue.

11.4 Sustainability and Responsibility: Right Ideas,
Wrong Words

As we have noted throughout this book (see How Others Define Sustainability, p. 43
and Credibility Gap, p. 111), sustainability is a poor word for the main topic of this
book. As the preceding subsection points out, even responsibility may not be the
right word.

How about environmental and social reporting? How about stakeholder relations
or even public relations? Whichever, an accurate name would help to build trust.

'Employees could argue that it should be applied to internally “outrageous” issues such as promo-
tions and layoffs.
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11.5 Remember the Risks

If the main aim of sustainability is to build trust and communication with stakeholders,
then the first rule should be to avoid trust-busting.

11.5.1 Be Careful of Chasing Fads

As some leading companies have become more “issue-focused” in their sustain-
ability reporting (see Defining Stakeholders (or, who reads these sustainability
reports?), p. 61), the potential problem is that they may seen to be chasing fads, or
even worse, fads that have backlashed.

For instance, many of the leading companies surveyed in this book proudly
reported their activities in alternative energy, especially biofuels. However, “once-
trendy biofuels like ethanol produced from corn are now being derided by the
authorities, who say the fuels have little value in the fight against global warming” [6].
In the UK, BP and Tesco (the country’s largest oil company and retailer, respec-
tively), have been criticized sharply by activists for promoting biofuels — an activity
they surely aimed to win plaudits for.

11.5.2 Talk Is Cheap, Money Is Real

Companies should tread lightly when telling others what to do, because sometimes
the people doing the least are talking the most.

Based on two in-depth field surveys of Dutch households, usually ranked among
the world’s more eco-conscious, a team of researchers found that “respondents who
indicate they behave more pro-environmentally do not necessarily use less energy.”
In other words, they don’t put their (electric) meter where their mouth is. While eco-
friendly attitudes and actions showed little correlation, the survey revealed a strong
relationship between wealth and energy use: as household income and size increase,
so does the utility bill. Indeed, the surveys showed the most energy-conscious people
tend to be so — no real surprise here — because they are the most cost-conscious [7].

The moral of the story: telling other people to save the planet rarely works, showing
them how to save money often does.

11.5.3 Beware Hubris

As noted above, just as there is a clash between sustainability and the legal depart-
ment, there is an inevitable clash between conventional corporate communications
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and sustainability (see Credibility Gap, p. 111). Suffice it to say here that arrogance
is in this case counter-productive. Admitting weaknesses is generally unacceptable
as well, so we would suggest that a neutral, ‘just-the-fact’s approach is probably
the best compromise.

11.5.4 Who Owns Morality?

Running through the previous three themes is the question of who owns morality.
Companies will find that within their own stakeholder base, views of what is right
and wrong may vary tremendously.

Take the issue of global warming. In the political arena this is relatively settled,
i.e. it is accepted as true and man-made, the main debate concerns what to do about
it. Many stakeholders share this view. But global warming is not settled among one
key stakeholder group, chemical industry employees,” many of whom dispute it.

The point is that this sort of disagreement is possible about many topics. It might
be best for companies to steer clear of taking sides.

11.6 Return to a Safety Culture?

The chemical industry is inherently dangerous; chemicals and production of them
can kill people. Numerous conversations with chemical industry veterans from the
1950s to 1970s suggest that the industry used to be more openly cognizant of its
dangers. The implication was the benefits outweighed the risks, and that the industry
was vigilant in keeping that balance.

The industry’s safety-consciousness was so widespread that it became a source
of complaint. Veterans note that at companies such as DuPont or ICI, top-drawers
of filing cabinets could only extend partially, to avoid them tipping over the entire
cabinet. Others moan that safety training was “relentless”, that safety-first was
stifling.

Somehow in the meantime, the industry’s image as a safe pair of hands in a
dangerous sector has faded. Whether that has come from a fear of environmental
liability, a desire to appear more kind and gentle, or something else is not clear.
Whichever, it hardly registers in the industry’s sustainability reporting.

Maybe it should. Part of the message here is that if society wants chemicals, it
must accept responsibility for them. Not to absolve the industry of all responsibility,
but to share it among its beneficiaries.

2 As ongoing correspondence and reporting in one of the industry’s prominent journals, Chemistry
& Industry, will attest.
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Chapter 13

Appendix 2: Quantity Versus Quality — How
Experts and Laypeople Disagree About
Technology Risks

Hazards of modern life tend to be assessed differently by specialists and -specialists.
It is not so much a conflict of answers, but of questions asked in the first place.’

Which is more dangerous for UK residents, atomic energy or stepladders?

On the one hand, “nuclear power has not killed anybody in the UK and very few
people elsewhere,” says no less an authority than Ian Fells, Professor Emeritus of
Energy Conversion at the University of Newcastle, and currently Chairman of the
Centre of Excellence for New and Renewable Energy.

One the other hand, the government’s Department of Trade and Industry reports
that “one person a week is killed in accidents involving ladders.” So, in the interest
of public safety, this comparison proves we should green light nuclear stations and
put a stop to DIY, right?

Not quite, but it highlights the problem of assessing technologies by the numbers
alone.

13.1 Quantitative — Approach of the Experts

Although risk assessment surely dates back to prehistory (e.g. a caveman deciding
how closely to stalk his prey, such that he kills it rather than vice versa), “doing the
numbers” of technology risk is a relatively young science. It started in the 1950s with
engineering studies aimed at finding a safe design for nuclear reactors. By 1975 this
had evolved to “probabilistic risk assessment”, which has since grown into an indus-
try employing tens of thousands of engineers, scientists and regulators.
Probabilistic risk assessment, or PRA, is an expert’s game. It depends heavily
on analytical, mathematical and computing tools that are inaccessible to laypeople:
Monte Carlo analyses, influence diagrams, multiple attributes, minimum cut

'The following non-copyrighted article was written in 2005 by the author of this book for a
general audience.

E. Johnson, Sustainability in the Chemical Industry, Green Energy and Technology, 171
DOI 10.1007/978-94-007-3834-8_13, © Springer Science+Business Media B.V. 2012
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sets, fault trees and the like. The science is fast-moving as well as voluminous.
For instance, since 1986 the US Environmental Protection Agency (EPA) has pub-
lished 5,000 pages of guidance on how PRA should be done.

The core of PRA, when applied to an object as complex as a space shuttle or as
mundane as a new detergent, is the so-called “triplet of risk™:

1. What can go wrong?
2. How likely is that to happen?
3. What are the consequences if it does happen?

Although PRA itself it complex, its outputs are simple. Consequences, at a human
level, typically are expressed as mortality. In other words, X people will die, if, for
instance, the bridge collapses, the plane crashes or the chemicals are released.

Economists can translate this into something even more understandable, money.
According to researchers at the Free University of Amsterdam, the European Union
in its policy studies currently values a single human life at an average of one million
euros — generally referred to as the “one-million-euro rule”. So, the annual public
cost of stepladder usage in the UK is at least €52 million, while that of nuclear
power is €0, right?

Not quite, but the comparison highlights the importance of non-quantitative
factors in risk assessment.

13.2 Not Just Whether You Die, But How

As PRA blossomed in the late 1970s and early 1980s, complicated, complex tech-
nologies became ever clearer and manageable — to the experts, that is. To the general
public, ironically, they actually became more obscure and frightening. A primary
object of contention was (and still is) nuclear power: according to PRA it is relatively
low risk compared to, say, driving a car, and its dangers have diminished over the
years as technical know-how has increased. Of course this is at odds with perceptions
of laypeople, who over the years have become more fearful about it, not less.

This is simply irrational or ignorant, say some experts. The problem, they say, is
a lack of communication plus the common person’s inability to understand basic
maths. The solution, they add, is more science. Legal scholar Stephen Breyer (now
a Supreme Court Justice) went so far as to advocate creation of a US federal agency
charged with creating uniformity and rationality in technology risk assessment. The
agency was proposed (albeit not adopted) to the Senate as part of the Comprehensive
Regulatory Reform Act of 1995.

Some critics also see public fears of technology as a reflex of an over-pampered
society. Now that most Europeans and Americans need not worry about food,
clothes and shelter, they have invented worries about hazards in them. They are bit-
ing the hand that feeds them — a luxury that earlier, harder-working generations
could not afford.
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Meanwhile, over the past quarter-century another explanation has developed that
considers public concerns to be neither foolish nor uninformed. University of
Oregon Professor Paul Slovic pioneered the idea that when judging risk, ordinary
people add to mortality two additional fear factors: dread and unknown. The most
dreaded technologies are potentially catastrophic, dangerous to future generations,
involuntary and uncontrollable. Unknown ones are where the dangers are hidden,
delayed in time or simply not yet recognisable.

Nuclear power is, once again, the classic example. Whatever its safety record,
the public consistently ranks it highly on dread and unknown. As Karen Bickerstaff
of the University of East Anglia’s Centre for Environmental Risk points out, lay-
people see atomic energy as far more dangerous than bicycles or power tools, even
though experts judge the latter to be more likely causes of individual harm.

Finally, there is the key issue of trust. Ordinary people are more willing to
punt on a new technology, say Slovic, Bickerstaff and other researchers, if they
believe they can rely on the authorities to protect their lives and livelihoods. If
the authorities are seen to be incompetent or uninterested, if the people feel
treated as pawns or guinea pigs, most will dig in their heels and oppose poten-
tially harmful technologies.

13.3 The Leading Cause of Death? Life

So while the PRA crowd sees risk as objective, the Slovic camp sees it as subjective.
As Slovic himself argues: “There is no such thing as “real risk” or “objective risk”.
The nuclear engineer’s probabilistic risk estimate for a nuclear accident or the toxi-
cologist’s quantitative estimate of a chemical’s carcinogenic risk are both based on
theoretical models, whose structure is subjective and assumption-laden, and whose
inputs are dependent on judgment .... Nonscientists have their own models, assump-
tions, and subjective assessment techniques (intuitive risk assessments), which are
sometimes very different from the scientists’ models.”

Not at all does Slovic reject PRA, instead he maintains that it should be blended
with the acceptance that public concerns are both real and legitimate. The US EPA
already has done this to some extent. The bulk of its budget in recent years is aimed at
hazardous waste, primarily because the public sees it as America’s most serious envi-
ronmental threat, even though experts say indoor air pollution is a greater health risk.

Clearly, this has implications for other policies, among others chemicals, geneti-
cally modified organisms, nanotechnology, nuclear power and yes, even steplad-
ders. (Check out The Stepladder Users’ Guide at http://www.hse.gov.uk/pubns/
indg402.pdf.)

So, if we address the risk concerns of both experts and laypeople in an atmo-
sphere of trust, nuclear power can become as non-controversial as stepladders,
right? Not quite, but at least both groups might be talking to each other rather than
past each other.


http://www.hse.gov.uk/pubns/indg402.pdf
http://www.hse.gov.uk/pubns/indg402.pdf
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