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Sammanfattning 

Hållbar utveckling är svårfångat 

Brundtlandkommissionen myntade och definierade begreppet hållbar utveckling 

som en utveckling som tillgodoser dagens behov utan att undergräva framtida 

generationers möjligheter att tillgodose sina behov (WCED1987), men det är 

ändå tveksamt om begreppet är tillräckligt väldefinierat för att vi ska kunna tala 

om ett scenario där hållbar utveckling inträffat. Skulle det vara ett paradis? Nej, 

inte alls: utvecklingen i Edens lustgård var inte hållbar. Förmodligen kan 

hållbara samhällen se ut på många olika sätt. Richard Welford är forskare, 

författare och redaktör för tidskriften Business Strategy and the Environment. 

Han skriver: 

”Det försigår ett underligt och fruktlöst sökande efter en entydig 

definition av hållbar utveckling bland människor som inte helt förstår att 

vi egentligen talar om en process snarare än om ett resultat.” 

(Welford 2000) 

Det här arbetet handlar om möjligheten att mäta ett företags inverkan på hållbar 

utveckling för att förse företagsledningen med information som förbättrar 

förutsättningarna att styra mot ökad hållbarhet. Det blir förstås extra komplicerat 

eftersom hållbarhet är ett rörligt begrepp, men det går åtminstone att säga att ett 

bra hållbarhetsarbete är något som bidrar till en positiv samhällsprocess. Idén att 

mäta och beräkna hållbarheten för ett företag i det här projektet kommer från dr 

Magnus Enell som tidigare var hållbarhetschef för ITT Flygt, och som själv i 

samma anda utarbetat en översiktlig metod för beräkning av Östersjöns 

eutrofiering (Enell 1996). 
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Befintliga hållbarhetsindex 

Hållbarhetsindexen brukar vara uppbyggda kring välfärdsfaktorer, resurs-

användning och miljöpåverkan. Geografiskt brukar de omfatta en stad eller ett 

land, och de är tänkta att användas av politiker och tjänstemän som styrinstru-

ment och som underlag för kommunikation med allmänheten.  

Det finns över 600 hållbarhetsindex för länder och städer (iisd 2005), men bara 

ett fåtal för företag. De senare har initierats för att främja etiskt och hållbart 

företagande, ofta med aktiemarknaden som mål. De är överlag utformade så att 

de bedömer kvalitetssäkringen kring arbetet med hållbarhetsfrågorna. Det finns 

även miljöindex som mäter vissa aspekter av företagens miljöprestanda, men 

miljö är ju endast en del av hållbarhetsbegreppet.  

ITT Flygts hållbarhetsindex ska vara ett internt mätinstrument 

Det finns idag ett intresse att utveckla ett hållbarhetsindex baserat på resultaten 

av hållbarhetsarbetet i ett företag. Under samtal med Ingrid Brauer på ITT Flygt 

fick jag klart för mig att ett index borde fungera som ett styrinstrument för 

företagsledningen, och inte som någon reklampelare. Företagsledningen behöver 

kunna utvärdera åtgärder både långsiktigt och kortsiktigt. Därför är både 

kvalitetssäkring av rutiner och resultatet av arbetet intressant, och vi diskuterade 

vad det kan betyda om dessa inte går hand i hand. Vi förstod då att förhållandet 

mellan rutiner och resultat också är intressant.  

Inte absolut sanning, utan individuella aspekter 

Om man ansätter en standardlista över hållbarhetsaspekter, skulle den omfatta 

en hel massa aspekter som inte påverkas av varje enskilt företag. Därför är det 

lämpligt att utgå från det enskilda företagets inverkan på och bidrag till hållbar 

utveckling. I så fall blir ett hållbarhetsvärde, uträknat för ett företag mera 

jämförbart med ett annat ju mera lika företagen är. Så förhåller det sig även med 
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certifiering av miljöledningssystem, med livscykelanalyser och riskbedöm-

ningar. 

Vad ska man ha ett index till om det inte är jämförbart? Det viktigaste är som 

styrinstrument, och då vill man jämföra samma företag över tiden. Ett vanligt 

styrinstrument i företag och organisationer idag är the Balanced Scorecard, och 

det går inte alls att jämföra mellan olika företag. 

Index-metodik 

Hållbarhetsindexet som presenteras här beräknas stegvis i följande ordning: 

1 Syfte och målgrupp: Definiera syfte och målgrupp för hållbarhetsanalysen.  

2 Inventering: Inventera betydande hållbarhetsaspekter och formulera indika-

torer för att mäta dem.  

3 Påverkansbedömnng 

3a Klassificering: Klassificera indikatorerna i grupper.  

3b Karaktärisering: Karaktärisera mätskalor för indikatorerna och mät dem. 

3c Värdering: Vikta samman indikatorerna till delresultat och slutresultat. 

4 Tolkning: Tolka resultatet och uppskatta osäkerheten. 
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Abstract 

This thesis suggests a method for measurement of corporate contribution to 

sustainable development, looking at how well a company stands up to its 

policies and commitments regarding sustainable development.  

A sustainability index is developed and calculated for ITT Flygt AB over a three 

years period (2002-2004). The index structure is based on scientific literature 

and interviews with ITT Flygt and four other engineering companies. 

The purpose of the index is to support corporate sustainability-management. 

The index is calculated by aggregating some forty sustainability-indicators. 

These indicators are individual to each company and are designed to measure 

the significant sustainability aspects of the company. 

Besides from providing one aggregated sustainability-value of the company, the 

index also provides sub-indices, which support the interpretation of the index 

result.  

 viii

List of Definitions and Acronyms 

In order of appearance: 

Engineering Industry: Companies, which produce technical equipment.  

In Sweden most of them are represented by The Association of Swedish Engi-

neering Industries. 

The Global Compact: In 1999 the United Nations launched a list of ethical 

principles and urged the business world, in particular large multinational 

corporations, to join in a compact to follow the principles 

GRI: the Global Reporting Initiative established by CERES and UNEP in 1999. 

Its mission is to promote the harmonization of sustainability reporting by 

producing globally applicable Sustainability Reporting Guidelines.  

The DPSIR-Chain: DPSIR is an acronym for Driving forces-Pressure-State-

Impact-Response i.e. a course of events of human impact to the environment or 

sustainability. 

Resilience of ecosystems: Ecosystems change when they experience changed 

conditions, but they have a large potential of recovering to the initial state if the 

conditions return to normal.  

Critical load: If an ecosystem is strained in excess by its critical load it will not 

return to its initial state even if the conditions do. E.g., if a fish-population is 

stressed by increased fishing, the number of fishes will decrease. If the fishing is 

then reduced, the fish-population will only grow if there still exist fishes which 

can reproduce. 

Complementary resources: If a piece of arable land yields crops worth $1 000 

and a bakery yields the same amount from sales, building a bakery in the field 
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would be economic status quo. But since there would be no crops to bake from, 

it would anyway be bad business. Hence worth of land and of real capital are not 

fully complementary. 

Environmental aspect: An “element of an organization’s activities, products or 

services that can interact with the environment. NOTE: A significant environ-

mental aspect is an environmental aspect that has or can have a significant 

environmental impact.” (ISO1450:2002). 

Sustainability aspect: is here analogously defined, i.e. an element of an organi-

sation’s activities, products or services that can interact with sustainable 

development. 

Index: “A set of aggregated or weighted parameters or indicators” (OECD 

2002). The sustainability index presented in this thesis is a set of aggregated 

indicators of sustainability aspects. 

the Balanced Score Card, BSC: was developed by Kaplan and Norton in 1996 

to monitor present performance of an organisation as well as trying to capture 

how well the organisation is positioned to perform in the future. Kaplan and 

Norton recommend four key measurements: The first, the financial perspective, 

is a measure of the present performance. The second, customer satisfaction, 

might say something about the financial situation next month or next year 

depending on the type of business. The third, business process, will influence 

the customer satisfaction, and later the finances. The most futuristic perspective 

is the learning and growth, or development of knowledge capital, a process 

owned by the employees. The possible conclusions from a Balanced Score Card 

are quite extensive. 
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1 Introduction 

This story began in a chat with dr. Magnus Enell, at the time he was corporate 

sustainability manager at ITT Flygt AB. 

−We carry out all this extensive reporting of facts and figures connected 

to sustainability aspects, but what we really want to know, and be able to 

tell, is how sustainable are we. 

To make a quantitative estimation of the sustainability of an organisation is very 

difficult, very uncertain and rather doubtful. To mention some of the problems it 

includes the comparison of totally different characteristics like carbon dioxide 

emissions compared to workers’ satisfaction with their jobs. It also includes the 

valuation of sacred values like human lives and endangered species. Further it is 

also very difficult to judge sustainability since nobody can say exactly what is 

sustainable or not. Some authorities in the field say that sustainability is a 

mirage, which is foolish to pursue, and that the point is that sustainable develop-

ment is a journey, not a goal (Welford 2000).  

But at the same time Korten (1995) states that there is a need for an extended 

sustainability theory. This work is designed to contribute with practical 

experience to such a theory. I also think that the industrial need for measure-

ments of the sustainability performance is real. This thesis suggests an index for 

monitoring. The point is not to have an unquestionable accurate measure-

ment, but to capture a language and a learning about sustainability impact 

that can be fruitful in business development towards sustainability.  

In a report on aggregated environmental indices (OECD 2002) the absorption of 

such an index is discussed:  
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“However, credible and mature indices are unlikely to emerge fully 

cooked from a research environment. Resolution of the issues can only 

come from experimentation in the real world and a dialogue between 

index makers and users.” 

It is evident that this academic work cannot deliver a sustainability index that is 

fully relevant, reliable and accepted, but every journey begins with the first step.  

Outline 

In the beginning of this text it could also be relevant to present the outline in 

some detail to the reader. An overview is shown in Diagram 1. After the follo-

wing two chapters about aim and methods there are Chapter 4, 5 and 6 desc-

ribing the state of the art in different aspects: Chapter 4 attempts to give an over-

view of the academic literature on Environmental Management especially on 

sustainability management. Chapter 5 relates some interviews in the Swedish 

engineering industry about ongoing practices and aims of their sustainability 

work and future needs. Chapter 6 reports current theory about measurements and 

assessment of environmental performance and sustainable development. Toge-

ther these three chapters constitute a background from which I got facts and spe-

cifications about the demands an aggregated sustainability index should meet.  

On this basis I suggest a framework, a stepwise procedure for an index, and 

assume a model for characterization, weighting and interpretation of sustaina-

bility performance. The stepwise procedure and motivations of different choices 

are presented in Chapter 7. Chapter 8 explains how the index is intended to be 

interpreted. Together chapter 7 and 8 draw the outline of the index. 

Chapter 9 is the Case Study where I implement the index at ITT Flygt, and get 

an index-result that I try to interpret and verify. I also collect observations of the 

reactions and impacts at ITT Flygt.  
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The thesis ends with the outcome of the research presented in Conclusions and 

Discussion, where the index is evaluated. 

 

Outline of the thesis 

Research Presentation  

1 Introduction 

2 Aim and Scope 

3 Research Methods 
 

 

State of the Art 
4 The Context of Environmental Management 

5 Sustainability Management in the  

   Swedish Engineering Industry 

6 Assessment Models for Sustainable Development 
 

 
Outline of the Sustainability Index 

7 The Construction of a Sustainability Index 

8 What does the Index Indicate? 
 

 
Case Study 

9 The ITT Flygt Sustainability Index 
 

 Research outcome 

10 Conclusions 

11 Discussion 
 
Diagram 1 Outline of the thesis 
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2 Aim and Scope 

ITT Flygt has the intention of promoting sustainable development, and requests 

improved methods and tools for sustainability accounting. This study aims to 

contribute to the knowledge on methods and procedures to measure sustainable 

development in the engineering industry, and to provide a tool for assessment of 

corporate contribution to sustainable development.  

The objective has been to develop a relevant, comprehensive and consistent 

methodological structure of a sustainability index for internal work in engi-

neering enterprises.  

The research questions are:  

• What environmental, social and economic indicators are relevant to use? 

• What indicators are possible to measure and report at ITT Flygt and what 

obstacles are there in measuring and reporting? 

• Should attention be paid to the debate about strong and weak sustainability, 

and if so; how?  

• How can the indicators be aggregated in a sustainability index based on a 

reasonably simple but trustworthy model of available resources in the real 

world? 

• Is it possible to verify such an index to some extent, by comparing the index 

results for ITT Flygt with data from literature and with ITT Flygt’s own 

ambitions? 

• What are the conceptual limitations and uncertainties of the suggested index 

structure? 

• What are the main opportunities and benefits of working with an aggregated 

index? 
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The literature studied focuses on environmental ethics, sustainable development, 

Corporate Social Responsibility, corporate sustainability indicators and 

aggregated indices 

3 Research Methods 

The environmental management field is indeed broad and covers several discip-

lines. My background is in engineering and this research is trans-disciplinary; 

combining mainly engineering with social sciences. It is my intention to be 

open-minded and receptive towards the various methodological traditions as I’m 

employing both quantitative and qualitative procedures.  

The method employed is called Case Study (Merriam 2003). Case Study 

methodology requires an in depth study of one or a few examples to understand 

possible relations and to answer questions like how and why. On the other hand, 

a case study is seldom used to test if a phenomenon is always true, or how often.  

There are sometimes comments on the similarities between consultancy work 

and academic research in the industry. Gummesson refutes this by explaining 

that consultancy is to use academic findings to solve problems in a company. 

Research is to learn from problem solving in the industry, and to report it to the 

academia (Gummesson 1993).  

This project started out with some consultancy but the findings discussed and 

the conclusions drawn focus on the outcome of the Case Study. To work 

iteratively with a company is also called Action Research, where the researcher 

introduces changes to the organisation and documents and analyzes the response 

Action Research has its rots in the 1940’s educational research in the US 

(Zeichner 2001), but has also been applied in corporate management research 

(Brulin 2001).  
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The approach to answer the research questions has been to:  

• Study scientific literature, standards and corporate homepages to find out about 

the current situation and trends in corporate sustainability accounting and 

reporting.  

• Carry out interviews at five engineering companies to briefly survey their 

actual status in sustainability policy and measures, and to find out more about 

what knowledge and methods they request. The companies are all larger than 

1 000 employees, they have substantial activities in Sweden, and have shown 

substantial interest in Corporate Social Responsibility. 

• Develop an aggregated sustainability index, and test it (Case Study) at ITT 

Flygt AB, which has provided information and insight and shared its experience 

on indicators and sustainability reporting. My contacts with ITT Flygt have 

lasted for two and a half years, and included meetings and discussions with my 

contact person I Brauer and several other key persons at various positions. I 

have also spent two weeks at ITT Flygt studying documents and metrics in ITT 

Flygt’s internal computer network. In June 2005 I made a presentation of the 

index to ITT Flygt-people who had been involved, and got helpful feed-back 

about improvements. 

4 The Context of Environmental Management 

4.1 Environmental Ethics 

“A friend of mine had a daughter who took her own life. She had written 

a letter about her feeling that everything she did caused suffering to 

others. Not at all that she lived in a torn family; she was a loved one, and 

she was doing well at school, but every time one ties one’s shoes one can 

think about if those who sewed the shoes were paid enough to eat every 
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day, and if they where fired if they fainted by the sewing machine. Every 

time one flushes the toilet, a package of eutrophication is sent to the 

nearest stream, suffocating fish and larvae living there. Not to talk about 

climate change; as one exhales, one contributes to the flooding of Bangla-

desh. To her own judgment, this girl would never be able to compensate 

for her negative impact and at the same time have a decent life.”  

This story was told by Harriet Axelsson, a teacher I met in a pedagogies 

conference. We were talking about the principles of sustainability1 suggested by 

The Natural Step (Holmberg et. al. 1996). We both agreed that this set of 

principles (and other similar ones) facilitates the understanding of the 

sustainability issue by concluding the threats to and opportunities of 

sustainability. But there are two different ways that they are often presented. The 

first way is to point out a large amount of evidence that we overdraw the 

capacity of the ecosystems and the other way is to encourage the creation of a 

vision of how it would be possible to live from the flow of the natural capital, 

without degrading the stock. Such a picture could very well have saved the 

young girl’s life and made her devoted to change the world, and that is the way 

it was presented to me by The Natural Step.  

The hopeful perspective is also well attuned to the outlook of sustainable 

development in Our Common Future (WCED 1987) a preparatory document of 

the UN Conference on Environment and Development in Rio de Janeiro 1992. 

                                                 
 
 
1 The Natural Step’s sustainability principles, also known as "system’s conditions" that must 
be met in order to have a sustainable society, are as follows:  
In a sustainable society, nature is not subject to systematically increasing concentrations of 
substances extracted from the earth's crust or concentrations of substances produced by 
society. Nor is nature subject to degradation by physical means; and in that society human 
needs are met worldwide.  
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This document states that the over all aim of development is to secure present 

and future generations the ability to satisfy their needs, i.e. to have a socio-

economical development as well as preservation of natural resources and 

ecosystems that support life on Earth. Our Common Future (ibid.) concludes 

that the most urgent problems are environmental degradation and poverty 

Hence the three different concerns of sustainable development are economic, 

environmental and social. The document also highlights that industry is a very 

important actor with a great impact on the development. 

Our Common Future has played an important role worldwide to environment 

and development efforts. It has also been subjected to criticism, one of the 

grounds being that it is far too anthropocentric (human-centred). It doesn’t 

talk at all about the Peregrine and the Red-footed Falcon or the other species, 

with which we share this planet. The conviction that nature is the dominant actor 

over man is called eco-centrism.  

• Ecosophy is one variant of eco-centric thinking, formulated by the Norwegian 

philosopher, Arne Naess. He argues that we need to develop a less dominating 

and aggressive posture towards the Earth if the planet and we are to survive.  

“If we would learn to identify with animals trees and plants we just 

wouldn't do certain things that damage the planet, just as one wouldn't 

cut off one’s own finger” (Naess 1976).  

He also founded “Deep ecology” a worldwide movement in which we among 

others find the New Age author Fritjof Capra2 saying that “Ecology and 

                                                 
 
 
2 Is Capra a New Age author? A search in Google for Capra +”New Age” feb, 28, 2006 
rendered 184 000 hits.  
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spirituality are fundamentally connected, because deep ecological awareness, 

ultimately, is spiritual awareness” (Capra 1975). He defines Deep ecology in the 

following way:  

“Shallow ecology is anthropocentric, or human-centred. It views humans 

as above or outside of nature, as the source of all value, and ascribes only 

instruments, or "use," value to nature…Deep ecology recognizes the 

intrinsic value of all living beings and views humans as just one 

particular strand in the web of life” (Capra 1996).  

He also refers to the Gaia theory by the English atmospheric scientist James 

Lovelock (Lovelock 1991). In 1969 Lovelock hypothesized that the living 

matter of the planet functions like a single organism and named this self-

regulating living system after the Greek goddess Gaia. Lovelock himself has 

engaged in environmentalism, but unlike Capra he doesn’t make any mystical 

speculations in his Gaia theory. 

• A second variant of eco-centrism is the Reverence for Life coined by Albert 

Schweizer (1875-1960). He was a doctor of philosophy, theology and medicine 

and was awarded the Nobel Peace Prize in 1952. He spent most of his life 

implementing health care in West Africa and he also emphasized the dangers of 

nuclear energy and arms. He wrote: 

“From childhood, I felt a compassion for animals…I found it impossible 

to understand why, in my evening prayers, I should pray only for human 

beings. …The founding of societies to protect animals, which was actively 

promoted during my youth, made a great impression on me. People 

actually dared to announce publicly that compassion toward animals was 
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a natural thing; a sign of true humanity and that one must not hide one's 

feelings about it” (Schweitzer 1964). 

Reverence for Life was for Schweitzer a profound insight about the will to live 

in all living beings, leading to a universal ethical principle. Schweitzer has 

inspired the environmental and animal welfare movements. Some of them go 

much further than Schweizer, for instance the Vegan movement working to 

completely end animal exploitation through the promotion of vegan lifestyle. 

• A third variant of eco-centrism is prevailing among ecological economists. 

Their eco-centrism is less built on emotional considerations, but rather on the 

conviction that humanity is inevitable dependent in ecosystems for survival 

(Costanza et. al. 1997). The ethical consideration here is actually coinciding 

with Our Common Future, i.e. that we have a great responsibility towards future 

generations. 

The main interest of Ecological Economics is to study the bonds between 

ecologic and economic systems. Key aspects are the limits imposed by the 

carrying capacity of the planet, and limits of our knowledge with respect to what 

these limits are (Costanza et. al. 1997).  

Ecological economists stress the present threats towards the eco systems and 

natural resources and the fact that humanity can’t negotiate about pollution with 

nature. This sometimes causes them to be called neo-Malthusians or 

catastrophists. 

Although Costanza et. al. describe ecological economics as building on both 

mainstream, neo-classical economics and ecology, there is a quite vivid debate 

between ecological economists and neo-classical environmental economists 

about weak and strong sustainability.  
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Weak sustainability means to view natural resources (natural capital) and man-

made capital as substitutes. The neo-classicists argue that if a resource becomes 

scarce the price will gradually increase, making it profitable to invent 

substitutes. They count on human inventiveness, especially technological 

development, and are sometimes called cornucopians (from cornucopia; horn of 

plenty). The neo-classicist Solow writes: 

“The current generation does not especially owe to its successors a share 

of this or that particular resource. If it owes anything, it owes generalized 

productive capacity or, even more generally, access to a certain standard 

of living or consumption. Whether productive capacity should be 

transmitted across generations in the form of mineral deposits or capital 

equipment or technological knowledge is more a matter of efficiency than 

equity” (Solow 1986). 

Daly strongly opposes the claim that human made capital can compensate for 

natural capital (Daly 1997). He refers to work done by Georgescu-Roegen 

(1975). Georgescu-Roegen states that the second law of thermodynamics 

implicates that all resources in the very long run perish, and that new resources 

can only be created with a net increase in exergy, and that the only net increase 

in exergy to the planet comes from natural systems (mainly photosynthesis).  

If a machine is producing synthetic fuel from scratch, it will certainly use more 

energy than the synthetic fuel contains. In the overall perspective this type of 

additional energy can only originate from natural systems. Daly writes: 

“No agent can create the material on which it works. Nor can capital 

create the stuff out of which it is made” and he continues: “Solow’s recipe 

calls for making a cake with only the cook and his kitchen. We do not 
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need flour, eggs, sugar etc., nor electricity or natural gas, nor even 

firewood” (Daly 1997). 

4.2 Corporate Social Responsibility 

The social dimension of sustainable development was introduced in Our 

Common Future (WCED 1987) but in fact it has entered the arena in recent 

years. In the nineties, sustainable development was often used just as another 

word for environment. Since then the environmental managers have studied 

business ethics and have begun collaborating with the human resource function 

of their companies (Grimmefält and Josefsson 2003).  

Publicity about irresponsible corporate behaviours and greedy leaders in various 

organisations, (Enron, Scandia, the UN and many more) has demonstrated a 

great need for enhanced moral in companies and other organisations. It seems 

like the larger and wealthier the organisations become, the more they attract or 

foster greedy managers, or maybe it is just the consequences that become 

enlarged.  

Corporate Social Responsibility, CSR, and Corporate Citizenship, CC, are 

common terms, more or less well defined. They both refer to developing and 

managing an ethical company culture and to take responsibility for business 

ethics, and social and environmental impact, as well. They deal with the 

corporate side of sustainable development, or maybe they are slightly more 

focused on child labour, whereas sustainability still focuses on CO2-emissions.  

To spend efforts and money on social responsibility can be seen as deviating 

from the duty to provide returns to shareholders. The often cited neo-classic 

economist Friedman argued that “The business of businesses is business!” 

(Friedman 1970).  
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Against this stands a different view of companies, where a company isn’t the 

same as its owners, but rather a web of stakeholders coordinated by its 

management. This model was introduced by March and Simon 1958 and is 

called the Stakeholder Model (March et. al. 1993). The stakeholder approach to 

management has been adopted and developed by many, especially by Freeman 

(1984). In this perspective the main goal of a firm is rather to fulfil the business 

idea. Zadek (2001) also comments that there are large numbers of businesses 

and organisations that produce goods and services but aren’t shareholder owned. 

They have to make money, but profit is usually not first priority to them. 

There is also the possibility of spending efforts and money on social 

responsibility to gain in image and sales, or to avoid liabilities. That is of course 

in the interest of the shareholders. Some would say that this is exactly what the 

companies do, and that it is hypocrisy. Others would say that to become a 

business case, is the only way social responsibility can become firmly 

established in an organisation even in periods of recession. 

If something is to become a business opportunity, and not only an expense, it 

must become part of the brand name. It is through the brand name that 

something reaches the market, and only at the market it can bring an income. To 

make social responsibility an integral part of the business idea would possibly 

improve the company’s competitiveness and that would also bring wealth 

creation to society. It is logical that a company that focuses on sustainability 

opportunities can reach much further than another one, only focusing on risks. 

Social Responsibility as a business opportunity makes very much sense, but 

unfortunately there is very little evidence of it. (In chapter 5 Electrolux traced 

some profit). Cerin surveyed Swedish companies that publish environmental 

reports, and found that they have a significantly higher market capitalization 
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growth (i.e. growth of stock-value) than non-reporters, but he pointed out that it 

can very well be the other way around; that the prospering companies produce 

reports (Cerin 2002). He also found that the reporters had higher CO2-emissions 

per turnover. In another study, Cerin and Dobers investigated the Dow Jones 

Sustainability Group Index (Cerin and Dobers 2001). They found a higher 

market capitalization growth among companies selected by the DJSGI based on 

their leadership in management of sustainability aspects. But Cerin and Dobers 

showed that the selected companies were in the energy and technology 

industries, and that their growth correlated to these industries. Cerin states that 

industries with large environmental impacts have been pushed by the authorities 

to develop their environmental management. He points at a connection between 

polluting industry and profit. 

Hillman and Keim analysed information from 300 firms and found that social 

and ethical performance related to primary stakeholders like employees, 

customers, suppliers and communities, correlated with growth of the shareholder 

value. On the other hand, social and ethical efforts related to peripheral 

stakeholders, like the environment, had a negative impact on shareholder value. 

Not even environmental measures reducing costs for hazardous waste was 

positive in a 1-2 years’ perspective (Hillman and Keim 2001). 

Just as uncertain are the results from an ambitious summary research by Wagner 

concluding that: 

“…more recent studies…indicate that a significant relationship exists 

between environmental and economic performance but give no clear 

indication about whether this is positive or negative” (Wagner 2001). 
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Hence proven profitability can hardly explain the increase in Corporate Social 

Responsibility activity in the last decade. It rather looks like social psychology 

would be worthwhile to dig in. DiMaggio and Powell wrote an article about 

institutional isomorphism and collective rationality in organisational fields 

(DiMaggio and Powell 1983) and that has later become a defined research 

program called the new Institutional Organisational Analysis (Powell and 

DiMaggio 1991, Johansson 2002). Their initial position is that humans don’t 

always act according to simple logical rationality, like maximizing income. 

Human rationality is sophisticated and complex. Important human behaviours 

are for instance to comply and to repeat. Moral concerns also influence our 

acting. This agrees very well with the traditions connected to the Stakeholder 

Model, and DiMaggio and Powell frequently refer to March and Simon. Much 

of the writings in the organisational analysis area document and describe how 

institutionalised conceptions and norms have been adopted, adapted and caused 

change in organisations. Often the settings are analysed and compared to some 

suiting metaphor. As this research area belongs to a hermeneutical tradition, 

generalizing conclusions are not so common. 

The qualitative study of environmental and sustainability efforts in organisations 

has also resulted in taxonomies of environmental or sustainability awareness. 

Bingel et. al. (2002) use three different levels; defensive, reactive and proactive. 

Arborelius (1999) reviews the literature of another 13 taxonomies with the same 

purpose. They build on the notion of a common, or at least similar, path for 

every organisation. Schwartz (1997) shows that three different companies had 

three different styles; they used different strategies for meeting an increased 

pressure about environmental responsibility. These strategies were repeated in 

the history of each company, and did not change over time, even as the 
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environmental performance of the companies improved. Peura (1999) has also 

studied corporate change depending on environmental ideas and norms of the 

society. In a later unpublished article he suggests to study if there are different 

typical development-patterns of environmental maturity. He suggests using a 

matrix of environmental performance as a function of environmental organi-

sation, to plot developments. 

Today there are many initiatives to promote institutionalisation of social 

responsibility. Maybe the most well known is the Global Compact, introduced 

by the United Nations. In Appendix 14.1 there is a presentation of the more 

important initiatives. 

4.3 Production and Sustainable Development 

As referred, it has not been satisfactorily proven that environmental and social 

responsibility actually pay off, nor has the opposite been proven. But at least in 

theory, there is one very good explanation of why improved environmental 

management would improve competitiveness, suggested by Porter and van der 

Linde. They state that “One of the major reasons that companies are not very 

innovative about environmental problems is ignorance.” They continue that 

production managers are, for instance, ignorant about their effluents, about their 

waste-costs and about material streams in their surroundings.  

Porter and van der Linde exemplify cases where companies have worked in an 

integrated way with natural resources and productivity together, and improved 

in efficiency of both. But they also warn companies about running environ-

mental projects as discrete, stand-alone investments, because it usually results in 

end-of-pipe technology that treats pollution, but have no positive effect on 

efficiency (Porter and van der Linde 1995).  
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I have many times asked my students if they believe that production managers 

are ignorant about environmental aspects of their activity. Before the students 

have made environmental assessments of companies they say no! When they 

return they say yes! 

To work with resources and productivity in an integrated manner is sometimes 

called cleaner production. UNEP has a public database called the International 

Cleaner Production Information Clearinghouse (ICPIC) containing over 400 

case stories with calculated economical benefits (UNEP 2005). 

When there is no trade-off between business profits and enhanced environmental 

protection it is described as a win-win solution. Among scholars in environ-

mental management, there is a great scepticism about the possibility to reach 

very far with win-win solutions. It is often annotated that we also need 

regulations.  

Porter and van der Linde don’t present their integrated resources and produc-

tivity model in contrast to regulations3. They begin with the ignorant manager 

and some extrinsic pressure, for instance regulations. If the pressure is firm, but 

not pointing at end-of-pipe technology, and the manager doesn’t hand over the 

problem to a consultant, then regulations can be central to bring about these win-

win solutions. In the 1980:ies I belonged to a research team working with 

cleaner production in SME:s. We noticed that requirements from environmental 

authorities were almost always the driving force to have the companies join the 

projects. After they joined they became more proactive (Siljebratt et al 1990).  

                                                 
 
 
3 There are also authors who notice that Porter and van der Linde connect regulation and 
innovation, but miss the point of ignorance and the integrated resources and productivity 
model contra end-of-pipe technology (for instance Drake et. al. 2004).  
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Another advocate of the win-win concept is the World Business Council for 

Sustainable Development (WBCSD). The Swiss industrialist Stephan Schmid-

heiny founded the precursor of WBCSD in 1991. He gathered 50 CEO:s and 

formed a council to make business a stakeholder in sustainable development, 

and to participate in the Rio Earth Summit 1992. He has presented his ideas in a 

book called Changing Course (Schmidheiny 1992) where he coined the concept 

of eco-efficiency; producing more with less resources and emissions. Today the 

WBCSD is both a business-lobbying group and a resource centre for corporate 

sustainability, consisting of some 170 international companies. 

The same kind of thinking is also represented in Our Common Future, saying 

that:  

“Within the next 50 years, nations have the opportunity to produce the 

same levels of energy-services with as little as half the primary supply 

currently consumed…This requires profound structural changes in socio-

economic and institutional arrangements and is an important challenge to 

global society” (WCED 1987). 

Daly is quick always to remind us about the limits to growth. Despite the above 

call for reduced energy-withdrawal, he refers to Our Common Future and claims 

that its call for the expansion of the world’s economy by a factor of five to ten is 

impossible, because we already take up one fourth of the global net primary 

product of photosynthesis (Daly 1993). 

In 1989 Schmidt-Bleek conceived the idea that this has to be solved through 

dematerialization. In 1993 he was appointed vice president of the Wuppertal 

Institute for Climate, Environment and Energy where he continued to work on 

the prospects of dematerialization, and developed the indicator Material Input 
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Per unit Service (MIPS). In 1995 a book called Factor Four was produced in the 

Wuppertal Institute. The book reports on benefits and obstacles of 

dematerialization in the industry (von Weizsäcker et al 1995). Schmidt-Bleek 

however, regards factor four as far too little. He writes that a decent global 

standard demands a factor of at least ten (Schmidt-Bleek 2002).  

Now, what if dematerialization / eco-efficiency / cleaner production really are 

going to solve the problem of consumption causing environmental degradation? 

Well, already in 1865 Jevons pointed out in his book The Coal Question that the 

more the efficiency of stoves and steam engines was improved, the more coal 

was consumed (referred by another Jevons 1990). This is a rebound-effect, also 

called the Jevons paradox4. Hence we also have to meet the challenge of 

reallocating consumption to societies where the level of consumption today 

means poverty (Binswanger 2001, Sanne 2000). So we need allotment policy 

and regulations on all political levels (see the Natural Step principles in page 5). 

This is the real challenge, but not much is happening. Ironically the solution 

instead possibly develops from within the problem: 

Today there is a substantial economic growth in for instance India and China. 

This growth is hardly the result of international allotment policy but rather due 

to increased national political stability, openness and rule of law, which have 

brought about increased foreign investments in production capacity, making use 

of the still very low wages, and unfortunately also more or less the lack of 

unions and legal security of employees. This economic growth is costing people 

of the labour class in fast developing economies enormously much in social and 

                                                 
 
 
4 The rebound effect is not totally counteracting eco-efficiency. Berkhout et al have calculated 
the rebound effect for different energy services to between 0 and 15 % (Berkhout et. al.2000). 
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environmental conditions. To say the least there is a great need for organisations 

like CorpWatch, reporting on the behaviours of multinational companies, to 

prevent some of the exploitation, but it looks to me that this development is the 

only substantial driving force to level out the north-south global inequality. 

Gomory and Baumol are describing this economic growth and warn the western 

countries that we will soon fall behind (Gomory and Baumol 2004).  

In a study in cooperation with Fair Trade Centre, a Swedish NGO, Bradley has 

interviewed employees at Swedish companies in low-wage countries, and she 

concludes that it changed her mind about equal working conditions. To some 

extent the adverse conditions are a competitive advantage, which should not be 

denied this people. But that definitely doesn’t justify everything what 

international businesses are doing today (Bradley 2002). 

Korten and also representatives for the Attac movement argue against this and 

the whole idea that growth based on investment and trading initiated by western 

economies can bring wealth to the majority of people in developing countries 

(Korten 1995, George 2001). 

There is a neo-classical theory (see Brännlund and Kriström 1998) that in the 

early stages of increased GDP a country experiences increased environmental 

degradation, but as growth carries on eco-efficiency comes to terms with this. In 

Sweden for instance sulphur emissions, heavy metals and pesticides have 

declined (SCB 2000a and 2000b). 

The first increasing and later stabilizing environmental impact can be 

represented over a GDP-abscissa like an inverted U-shaped curve, also called 
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environmental Kuznets-curve5. The inverted U-shaped curve is not necessarily 

indicating less net pollution, it is the environmental load per monetary GDP-

units which is declining at the end, and I also have the impression that when one 

type of emission is stabilizing a new one (lately fire retardant chemicals) is 

flourishing. Most ecological economists don’t give a nickel for environmental 

Kuznets-curves (Arrow et. al. 1995, de Bruyn et.al 1998).  

On the other hand, Kågeson investigated a long series of pollutants, waste, noise 

and impact to biodiversity and found that developments in OECD Europe in fact 

have resulted in decoupling between economic growth and environmental dam-

age. Kågeson is hardly a zealous economic-growth spokesman. He also 

comments that there are some examples where slower GDP growth would have 

resulted in less damage (Kågeson 1997). 

Can we hope for an inverted environmental and social U-shaped curve (i.e. 

decoupling between economic growth on one hand and environmental and social 

damage on the other) in China and India? In China and India we see two parallel 

trends. The first is that smart eco-efficient technology is used, like wireless 

communication and photovoltaic cells, because it is less dependent in the 

unreliable infrastructure of these countries (IEA 2004). The second trend is that 

the increased use of fossil oil and coal are creating a new oil-panic and adding to 

global warming as well (Ny Teknik 2005). 

                                                 
 
 
5  Kuznets was studying national income-rifts. According to Kuznets economic inequality is 
first gaining and later stabilizing or declining as growth proceeds. 
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4.4 Reporting 

Parallel to the corporate sustainability efforts in the last decade there has also 

been efforts to manage, measure and report the value of knowledge in 

companies. Knowledge is basically creating much more value than physical 

capital, and firms have started to develop intellectual capital reports, 

supplementing the traditional annual reports. It may seem reasonable to value 

the assets of a firm by adding up real capital and intellectual capital, and the 

finance analysts would then assumingly be excited to read such a disclosure. But 

this is not the case (Johansson 2003). In reality financial analysts use the 

methods taught by the business schools, often monitoring patterns in 

profitability and forecasting future profit. 

Why then bother with knowledge management? That is because it is seen as 

stakeholder management. Employees’ learning and personal development has an 

ethical side, and an efficiency side. Increased efficiency due to increased well-

being among the employees can be regarded as a desirable win-win situation, 

but just like in the CSR debate it is sometimes discussed if the win-win ambition 

is hypocrisy or if it is the one and only way (Bukh and Johansson 2003). 

Since knowledge is a somewhat narrower term than sustainability and since it 

intuitively has a closer connection to the value assessment of a firm, one could  
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expect it to be ahead in respect to commonly accepted models and procedures. 

There are for instance several systemic guidelines (e.g. Sánchez et.al. 2000, 

DATI 2003) as well as a methodology for estimation of the Knowledge Value 

Added (KVA) developed by Kanevsky and Housel (1998).  

However in spite of these achievements there have not been any signs of 

arriving at commonly accepted knowledge-indicators or knowledge-reporting 

practices like in traditional economic accounting. 

Corporate sustainability efforts and CSR-activities in large companies are often 

manifested in some kind of voluntary environmental or sustainability report. 

This is both as a means for stakeholder dialogue and for marketing of the 

activities (Larsson 1997, Westermark 1999). In Sweden environmental reporting 

gained in interest in the second half of the 1980:ies, when several corporations 

in the forest-pulp-and-paper industry produced environmental reports (Ljung-

dahl 1999). Today a substantial amount of consultants are serving companies 

with these reports that can be either printed brochures or web based tree 

structures.  

Table 1 comes from a bachelor’s thesis in the Environmental Technology 

Program at Kalmar University (Bergstrand and Dahlström 2002). It shows how 

much some companies in Sweden spent on their sustainability reports in 2001. 
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     2001 

 

Company: 

Turn 

Over  

(M.US$) 

Number 

of emp- 

loyees 

Total cost of 

sustainability 

report (US$) 

Number of 

involved 

persons 

pages 

ABB 24 0000  146 000 No record 600 in 50 

countries 

68 

Förenings-

sparbank 

2 900  16 000 250 000 

86ppm of  

turn over 

50-100 32 

Sydkraft 2 400 5 300 100 000 

42ppm of  

turn over 

15 36 

ITT Flygt 800  4 100 57 000 

71ppm of  

turn over 

9-200 16 

+web 

Green 

Cargo 

800  3 900 No record  20 26 

Table 1 Total cost of sustainability reports in some companies. 

There are many guidelines and scientific papers on how to produce 

environmental or sustainability reports. For instance there is the Assessing 

Sustainable Development −Principles in Practice from iisd, based on the 

Bellagio 10 Principles for Assessment (Hardi and Zdan 1997), there are also 

Striking the Balance and Measuring eco-efficiency, both from WBCSD 

(Heemskerk et al 2002, Verfaillie and Bidwell 2000). Then there is the AA1000S 
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standard by the Institute of Social and Ethical AccountAbility (AccountAbility 

2002) and the GRI Sustainability Reporting Guidelines by the Global Reporting 

Initiative (GRI 2002). 

In 2005 KPMG made a survey of corporate responsibility reporting, where 

present practices and trends were evaluated. The document is a market survey 

for KPMG Global Sustainability Services, providing services on assurance of 

sustainability reports. According to KPMG the trend for external verification is 

moderately positive. (KPMG International 2005). 

There are several organisations ranking the reports with the purpose of 

influencing and enhancing how and what to report. The most well known 

ranking is probably the Global Reporters Survey by UNEP and SustainAbility. 

The 2002 survey was published in a report called Trust Us and selected the 50 

best sustainability reports produced that year (Global Reporters Survey 2002). 

Morhardt et. al. have compared different ranking criteria (Morhardt et.al. 2002). 

Elkington is director of the think tank and consultancy SustainAbility. He 

suggested that this type of reporting ought to be institutionalized, so that 

corporations would have social and environmental accounting as well as econo-

mic accounting, resulting in a “triple bottom-line” (Elkington 1997). 

The notion of triple bottom-line accounting has received much attention, but it 

hasn’t generated any commonly accepted indicators or reporting practices. 

Norman and McDonald (2004) have criticized the whole concept. Today the 

homepage of SustainAbility doesn’t contain any references to triple bottom-line 

accounting. One possible explanation of this withdrawal could be that Sustain 

Ability acknowledges the GRI reporting-guidelines as the leading and most 

accepted methodology and prefers to conform to them. 

 

 26 

Since sustainability is a wide field there are many ways that a company can 

influence it. This means that many sustainability reports are very comprehen-

sive, trying to honestly provide all information for the reader to judge. Most 

readers however have very little idea on how to judge. According to Flening 

(2005) it is more important to explain and motivate what is the main impact of 

the reporting organisation, and to discuss what changes are for the better and 

what are for the worse, and to show trends, not only the results of the reported 

year. 

To aggregate impact-indicators of an enterprise includes making this type of 

judgments. It is a service to the reader, but it will still be hard for the reader to 

know if it is a correct judgment. This can only be achieved if some trustworthy 

third party verifies this aspect of the report. Aggregation also includes the use of 

numbers. However there are issues that are better explained by words, for 

instance to answer the question: How is the organisation preventing bribery? 

The answer 42 is not very enlightening (Adams 2004).  

The sustainability index in this report has its main purpose as an internal 

management tool. It should not be confused with the purpose of sustainability 

reports, which is primarily external communication. Figures can specify infor-

mation in qualitative statements but never replace them. 

5 Sustainability Management in the Swedish Engineering 
Industry 

For this study, some engineering companies that could be relevant for ITT Flygt 

as benchmarking partners were selected. So far, no benchmarking has been 

performed, but hopefully, this project will continue. The companies were 

contacted and asked to give interviews on their sustainability activities and what 

knowledge and methods they request. The interviews were carried out in 
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personal meetings with the sustainability managers at the company sites. The 

interview instrument is attached as Appendix 14.2 

The selected companies are presented in table 2  

2004/05 

Company Products 

Turn 

Over 

(M.US$) 

Number 

of emp- 

loyees 

Sustaina- 

bility reports 

ABB equipment for auto- 

mation and trans- 

mission of electricity 

22 400 104 000

Annual sust. 

report. 44 pages 

referring to GRI 

Electrolux machines for house- 

holds and gardens 16 800 72 000

Annual sust. 

report. 36 pages 

referring to GRI 

Sandvik construction and min- 

ing equipment, mate- 

rials and equipment 

of special metals and 

tools for production 

of metal parts 

7 200 38 000

Interactive  

sust. report 

in homepage 

ASSA ABLOY door locks and 

safety systems 3 600 30 000

Included in 

annual report 

2 pages 

ITT Flygt pumps and mixers 
950 4 300

Sust. Report 12 

pages 

Table 2 Overview of the interviewed companies.  

Not all of the companies are Swedish, but they have significant activities and 

history in Sweden. All five are multi-nationals: ITT Flygt for instance, has sales 

companies in almost 30 countries and ABB is present in 100 countries. ITT 
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Flygt is smaller than the others, but its level of engagement in the Global 

Compact, engagement in the GRI, sending spokespersons to international 

conferences on sustainability, contributing to the Stockholm Water Prize and in 

many ways acting in the middle of the corporate sustainability arena makes it 

meaningful to compare it to larger companies. The other four are also very 

active in this arena and well renowned: for instance ABB is listed by the Dow 

Jones Sustainability Index. 

Cerin and Dobbers (2001) show that energy and technology industries have a 

leading position in sustainability management. A recent study by the Amnesty 

Business Rating also ranks industry number one in human rights (Amnesty 

Business Group 2006). This can be related to at least two reasons:  

• It involves polluting activities and has early been pressured by the environ-

mental authorities. This correlates to the Porter and van der Linde model 

discussed in chapter 4.3 (Porter and van der Linde 1995).  

• It is a prosperous sector, with many large companies and a high level of highly 

educated people.  

Interviews 

The company representatives were asked about how their environmental or 

sustainability work began, and all of them mentioned a year. Some began as 

early as 1989 and others in 2002 or 2003. These years seem to represent turning 

points, when for some reasons, the companies made major policy changes and 

converted from authority-driven to proactive on these questions. Often these 

turning points coincided with the employment of an environmental or 

sustainability director, usually the person interviewed.  

Why did these companies become active in some kind of CSR? There are many 

reasons: The respondents mentioned being targeted by Green Peace actions, 
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being approached by Stephan Schmidtheiny (as a Swiss company), being 

pressured by the owners, by the human resources department and by the 

information director and having a new president. In some companies it was first 

decided about the policy change, and some specific actions, and then someone 

got the assignment to make environment or sustainability an integrated part of 

the brand name so that it would also become profitable. That may sound like 

companies only think about profit, but in these cases profit was a necessity, not 

the first issue. 

Each of the companies studied had had a unique trajectory up to the point of 

becoming proactive. Then, when I explicitly asked about motives for CSR I got 

more unanimous and generalizing answers like: 

• Risk management 

• Long term profitability, long term economical survival, sound growth  

• Image, brand name, to be ahead of the competitors 

• For the co-workers, for future enlisting of co-workers 

• To attract investors, trustworthiness towards owners, to be the portfolio star 

• Trustworthiness towards authorities 

• To make a good job. Environmental work is a good culture 

• For one’s children and grandchildren  

Since profitability is a motive, I asked if sustainability pays off and some said 

yes, some said yes; if it is done in the right way. Others also answered that they 

were going to measure. Per Grünewald, a former environmental manager at 

Electrolux told about the environmental efforts in the -90:ies: 

”We started to work with simplified Life Cycle Assessment to get an idea 

about small and large environmental impacts. Then we benchmarked 

significant aspects of our own and competitors’ products. We were best in 
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class with some 5% of our products. These were labelled Green Range. 

We found out that these products generated more gross profit than the 

average range, and five years later Green Range had grown to 15% of 

our sales, generating 22% of our gross profit.” 

To Electrolux it is clear that the environmental efforts have paid off, and that 

this success depended on the way that the efforts where conducted in.  

However Electrolux and other interviewed companies like ABB and ITT Flygt 

share a frustration about Life Cycle Cost. Many products, especially machines, 

render more expenses for fuel or electricity than the purchase price. Energy use 

is also their main environmental aspect. Then it seems logic to develop less 

energy-consuming products. They are more expensive, but the owner and the 

environment win in the long run. However it is very difficult to convince the 

market. If customers were aware of and preferred low lifetime cost Green Range 

should be 100 % of the sales, but Electrolux’ customers choose from the average 

range five times out of six.  

Partly, this is because customers and users are not always the same individuals. 

In Sweden, local community-owned housing corporations supply the apartments 

with stoves, fridges and washing machines, and the tenants pay the electricity 

bill. But there are also several cases showing that customers don’t make optimal 

choices even when they are going to use the appliances themselves. This is a 

real challenge to the companies, and it takes much effort to inform and motivate 

the sales people, the retailers and the customers. Another challenge is to reach 

out from the main office and get the different site managers to allocate resources 

for CSR. 
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I also asked if sustainability work promotes the shareholder value and if it 

contributes to sustainable development of the society and most interviewees 

were convinced about both or said they assumed so. 

Then I asked how far they would go to be really good corporate citizens. The 

managers explained that there are different types of CSR activities, and different 

stakeholder-groups to address. Internal activities (like implementing a code of 

conduct) are most important and effective contributions to sustainable 

development, because that’s the area where the company has full power 

and responsibility. Especially external projects can be either purely 

philanthropic like donations, or more oriented towards the company business 

idea. Imagine that a chemical company let their employees help out in an 

elderly-home once a month. If that would happen in Sweden, it would be a 

violation against the regular employees at the home. When ABB make projects 

to electrify poor local areas, or ITT Flygt contributes to a sewage plant in the 

former USSR, they only influence their own market (if any market). One can 

also say that they invest in making people wealthier, so that they can become 

customers in the future. Again one can discuss if it is out of kind heartedness, 

but several of the managers point to the fact that if they spend a dollar on a 

donation, the receiver gets one dollar, if they spend a dollar in a project the 

receiver gets more. And that dollar is not a theft from the shareholders. As 

Gunnel Wisén Persson at ABB puts it: Keep it simple –do the things your 

company is best at. 

I was also told about different traditions of philanthropy, and that it is wise to 

adjust to the local expectations. It is important to be well informed about 

expectations in other areas as well, to stay in contact with different stakeholder 

groups, to meet and to make surveys of for instance customer satisfaction and 
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co-worker satisfaction. But to fulfil expectations and regulations is not enough. 

One manager told me they where developing corporate metrics and implemen-

ting minimum standards for pollution control where all countries don’t have 

satisfactory legislation. In other cases complying with the law and expectations 

can be quite radical: In one company there had been explicit discussions about 

bribing and consequences. 

To be informed about current trends in CSR and to influence the development 

there are several networks and initiatives to take part in. The most frequently 

mentioned were the Global Compact and the Nordic Global Compact Network, 

then there were ISO, Näringslivets Miljöchefer, ICC, WBCSD, Global 

responsibility, GRI, CERES and company internal networks. Dialogue partners 

mentioned were the Red Cross, Attac, Diakonia, Friends of the Earth and 

Respect Europe. These are not all, but rather an example of the networks and 

organisations active in Sweden today.  

Finally I asked if the interviewed companies need another sustainability index, 

and I got some good advice:  

– Yes, if the index makes sense. – Benchmarking can be interesting. – the DJSI 

is good, the Folksam Index is of no use to us, fewer different systems and fewer 

questionnaires would be desirable. – Avoid measuring the impossible. It is 

doubtful to measure social values. – An index should show sub-results and be 

comparable. It is possible to find two comparable plants, but not two corporate 

groups. LCA is a helpful tool to screen significant aspects. 

6 Assessment Models for Sustainable Development 

Most of the today existing indices are based on wealth indicators, depletion of 

resources, and environmental damage. Some of them only cover environment, 
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but are still called sustainable development indices anyway. Geographically they 

comprise a community or a nation and their purpose is to provide policy makers 

and officials with refined information for decision-making and for communi-

cation with the citizens. There are more than 600 initiatives working on 

indicators and frameworks for sustainable development of societies (iisd 

2005). Some societal sustainability indices are: 

• Environmental Sustainability Index (ESI)  

• Index of Sustainable Economic Welfare (ISEW)  

• The Human Development Index (HDI)  

• Ecological Footprints (EF)  

• The Dashboard of Sustainable Development 

Corporate sustainability indices (or sustainability rating models) have been 

initiated to further ethical and sustainable business, frequently with the stock 

market as a target. They usually assess the quality of the sustainability 

management but there are also a few assessing the environmental impacts. 

Some corporate sustainability indices are:  

• The Composite Sustainable Development Index (ICSD) 

• Dow Jones Sustainability Index (DJSI)  

• FTSE4GOOD Sustainability Index 

• The Ethibel Sustainability Index (ESI)  

• Global Responsibility Rating 

•The Folksam Environmental Index 

•Sustainable Value Added (Shaltegger) 

I won’t take up space to present them here. All are easy to find on the internet. 
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6.1 Indicators 

There is substantial literature on how to choose corporate environmental 

aspects and indicators. Veleva and Ellenbecker (2001) recommend that the 

measurements evolve to reflect the level of the sustainability work of the 

enterprise. They suggest distinguishing measurement tools into five levels: 

1. Facility Compliance/conformance Indicators 

2. Facility Material Use and Performance Indicators 

3. Facility Effect Indicators 

4. Supply Chain and Product Life-Cycle Indicators 

5. Sustainable Systems Indicators 

The companies interviewed in Chapter 5 give the impression to work on levels 

from slightly below to slightly above 4. The index framework suggested in this 

thesis can be filled with indicators from all five levels, but the resulting 

information would hardly be of interest to a company intending to work on 

levels 1-3. 

Additional sources that I’ve found most useful are the ISO 14031 standard on 

environmental performance evaluation (ISO 1999) and Measuring eco-

efficiency from WBCSD (Verfaillie and Bidwell 2000). The Swedish 

Environmental Research Institute, IVL, has conducted a project in some 

Swedish industrial branches, presenting very useful current theory and practice 

(Åhman et.al. 2002). Some of this material on environmental indices provides 

principles that also can be applied in a wider sustainability perspective. 
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For corporate economical and social sustainability-indicators the literature is 

sparse, but the GRI Guidelines (GRI 2002) and the international standard 

SA8000 (SAI 2001) are generally accepted and cover the area very well. Some 

important theoretical aspects of critical loads are illustrated by Rennings and 

Wiggering e.g. stating that “…sustainability indicators should reflect how far 

the actual use of natural resources is away from [a sustainable use of natural 

resources]” (Rennings and Wiggering 1997). 

To think about indicators one needs a language. Let’s begin with aspect. An 

environmental aspect in ISO 14050 (ISO 2002) is “an element of an organi-

zation’s activities, products or services that can interact with the environment.” 

A sustainability aspect can be analogously defined, i.e. an element of an 

organisation’s activities, products or services that can interact with sustainable 

development.  

ISO 14050 (ibid.) expresses a course of events beginning with an aspect, that 

has impacts causing effects like loss of biodiversity, or health effects, or social 

effects like loss of hope. This aspect-impact-effect chain resembles the DPSIR-

model shown in Diagram 2, developed by Friends (1979) and adopted by OECD 

in 1993 (OECD 2003). DPSIR is an acronym for Driving forces-Pressure-State-

Impact-Response i.e. a course of events similar to the one in ISO 14050. Hence 

environmental aspect defined by ISO is more or less the same as Pressure in the 

DPSIR-model. 
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Diagram 2 The DPSIR-model from Carlsson Reich et. al.(2001). Sustainability 

Indicators -A Survey and Assessment of Current Indicator Frameworks. 

DPSIR-chains support consistent thinking about a problem. Spangenberg. and 

Bonniot (1998) exemplify chains for six different driving forces in Table 3: 

 

Table 3 Six DPSIR-chains from Spangenberg, J. and Bonniot, O. (1998)  
Sustainability Indicators: a Compass on the Road Towards Sustainability. 

To measure the sustainability of a company one can have a top-down or a 

bottom-up approach. The top-down starts on a global or national level e.g. with 
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the main environmental or social problems in focus, whereas the bottom-up 

starts at the corporate level with the interaction between the company and its 

stakeholders as a basis (Carlsson Reich et.al. 2001). One can also say that the 

top-down starts with the State and Impact links according to the DPSIR-chain, 

and that the bottom-up starts with the Pressure link, or with sustainability 

aspects, but with impacts and effects in mind 

This project is a bottom-up-project, so what we are going to measure are 

sustainability aspects. To recognize significant sustainability aspects one needs 

general knowledge on impacts and effects (Zackrisson 2002), especially about 

concepts like resilience and critical loads, describing the behaviours of effects. 

When we know what sustainability aspects we want to measure we need data. 

Data are also called parameters and are the basic properties that are 

measured or observed. Data quality is always decisive to the quality of the end 

result. With data we can formulate indicators. According to OECD an environ-

mental indicator is: 

“a parameter, or a value derived from parameters, which points to, 

provides information about, describes the state of a phenomenon/environ-

ment/area, with a significance extending beyond that directly associated 

with a parameter value” (OECD 2002).  

So a sustainability indicator should provide meaningful information about 

a sustainability aspect. If an aspect is complex, more than one indicator can be 

needed. The choice and formulation of indicators are at least as important to the 

end result as are high quality data. 

A sustainability indicator is often a ratio that relates impact to benefit. This is 

strongly recommended both by IVL and WBCSD (Åhman et. al. 2002, Ver-
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faillie and Bidwell 2000). GRI is encouraging the use of intensity ratios to show 

eco-efficiency (GRI 2002).  

GRI also points to the need for absolute numbers. I relate absolute numbers to 

the type of honestly-pouring-ones’-heart-to-the-reader-reporting that is only 

meaningful to a few readers (Flening 2005, see also chp 4.5). In an aggregated 

sustainability index however, it is per definition (OECD 2002) so, that every 

indicator is to be scored if it is promoting sustainable development or not. Hence 

it must provide information on the balance of negative impact and of wealth 

creation.  

Åhman et. al. say that preferably the benefit or the wealth creation aspect should 

be measured as the amount of function delivered by the organisation, but that is 

not always possible to measure, so they also recommend weight of product, 

added value, turn over (sales), number of employees and number of worked 

hours as alternative parameters. They remark that not all companies are willing 

to report their added value, and that the mechanics industries often count 

delivered goods in pieces, not in kilograms. They state that in the mechanic 

industry-branch it works well to count per sales (Åhman et. al. 2002). 

“Key numbers” are sometimes discussed together with reporting. Flening (2005) 

explained that a key number is often but not always on a higher level of 

aggregation compared to indicators, and that key numbers are especially 

designed to be comparable. Indicators can be qualitative, but the idea of key 

numbers is to quantify (ibid.). In this project there are no key numbers, but it 

appears values on the aggregation-level between indicators and index. I call 

them sub-indices, since they are designed in exactly the same way as the index. 
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So what is an index? According to OECD it is “a set of aggregated or weighted 

parameters or indicators” (OECD 2002). The sustainability index presented in 

this thesis is a set of aggregated indicators of sustainability aspects. 

6.2 Aggregation 

To design a sustainability index based on aggregated indicators of sustainability 

aspects one needs a strategy for the aggregation. 

One needs to be aware of that aggregated indices basically treat resources as 

substitutes and allow for trade-offs. But it is possible to set limits to these trade-

offs, and also to increase the “value” or rate of a resource when it is scarce.  

Figge and Hahn (2001) suggest that depending on how strong sustainability one 

requires, one can choose to only count sustainable development if there is 

• a net decrease in environmental damage as well as a net decrease in 

  social negative impact (strong sustainability). 

• a total net decrease in environmental and social negative impact. 

• a decrease in environmental damage per unit of production as well as 

  a decrease in social negative impact per unit of production.  

• a total decrease in environmental and social negative impact per unit  

  of production (weak sustainability). 

So Figge and Hahn (ibid.) give some structure to thoughts about how one would 

like to limit trade offs between depletion of different types of resources. The 

idea to increase the “value” or rate of a resource when it is scarce builds on 

accepted theory from ecology, saying that a resilient system is a system that can 

meet changes and disturbances and afterwards return to its initial state, like a 

rubber band. The resilience of a rubber band is not infinite; it can be overloaded. 

When a resource is strained in excess by its critical load it is ruined. This goes 
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for fish populations, so far ecology, but I also assume it could be valid when it 

applies to social relations.  

This also means that using a resource that is scarce is less sustainable than using 

a readily available one. When Daly (1997, see chp 4.1) says you can’t replace 

the sugar and eggs in a cake for a cook and a kitchen, this is only truth if you 

don’t have plenty of eggs and cooks. It also means that if you have plenty of 

eggs, one more is not so valuable. 

Besides, from the question if sustainable development of the society can be 

measured at all, the weighting of the indicators is the step most vulnerable to 

discussion and critics of an index. The only publicly available examples of 

weighting of corporate impacts are the Dow Jones Sustainability Index 

(Knoepfel 2001, SAM Indexes 2003) and the Slovenian CSD-index (Krajnc and 

Glavic 2005). 

Today, all other sustainability indexes for corporate rating, except the CSD-

index and the one developed in this project, work with qualitative scoring and an 

expert jury who perform the weighting and valuation according to the judgment 

of the assessors. The Dow Jones Sustainability Index has an official guiding list 

of weights for each aspect, and lets PricewaterhouseCoopers AG verify that it is 

followed. There are probably also other indices that have guidelines for 

weighting, but they don’t publish them. Generally they only publish the aspects 

they cover, and call them “criteria”. 

The weighting of the CSD-index (Krajnc and Glavic 2005) consists of a mutual  
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comparison of each indicator. A mathematical method, the analytical hierarchy 

process, is applied to assure the comparison is made in a consistent way (see 

Saaty et al 2003). This method doesn’t explicitly handle the fact that indicators 

can overlap. 

7 The Construction of a Sustainability Index 

This chapter will describe the index step by step, and motivate why these 

solutions have been chosen. A hands on description of how to calculate the 

index is presented in Appendix 14.4 

From start it was natural that this index should consist of the three separate parts 

economy, environment and social performance, which are the three different 

concerns of sustainable development. I have discussed many aspects and pos-

sible solutions with my supervisors and colleagues. I got the main input when I 

searched the literature cited above and discussed with Ingrid Brauer at ITT Flygt 

and also from the interviews with the other companies. The framework design I 

borrowed from LCA and the strategy to use individual sustainability aspects like 

in ISO 14 000 was chosen in a discussion with Ingrid Brauer.  

The framework design of this sustainability index has been inspired by accepted 

LCA methodology (SETAC 1993, ISO 1997). The four-part approach to LCA 

that is widely used today is: Goal and scope, inventory analysis, impact 

assessment and interpretation. The steps of the index calculation method are also 

in accordance with the general review of aggregated environmental indices 

reported by OECD (2002). Typically environmental indices include: Selection 

of variables, transformation, weighting, valuation and presentation (ibid.). 
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The framework of the sustainability index suggested in this thesis is presented 

here, followed by chp7.1-7.4 explaining each step in more detail: 

1 Aim, scope and target group: Define the aim and the target group of the 

sustainability analysis. Mark off and choose business unit(s) to be evaluated. 

2 Inventory: Make an inventory of significant sustainability aspects and 

formulate indicators to measure them. Collect numerical data for the indicators. 

3 Impact assessment. 

3a. Categorization: Categorize the indicators according to what they measure. 

Three different sets of categories are used concurrently and independent of each 

other. 

3b. Characterization (Scoring): Determine the characteristics of impact for 

each indicator according to a set of scores. 

3c. Weighting and aggregation: Decide how unique and relevant each indica-

tor is, normalize and merge them to indices on different levels, as well as one 

total index. 

4 Interpretation and estimation of inaccuracy: Interpret the result, guided by 

the distribution of results in the different categories and refer to maximum and 

minimum possible values and also evaluate trends. Explore the sensitivity of the 

result when input data is altered. 

7.1 Aim, Scope and Target Group  

Typical aims for using this sustainability index method in an organisation could 

be to: 

− evaluate the sustainability performance compared to policies and goals in 

order to continuously improve performance, 

− conclude existing measurements related to different aspects of sustainability, 
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− relate and balance negative impacts to the benefit of the enterprise, 

− become aware of strengths and weaknesses of the sustainability management, 

− compare the result over the years, 

− conduct benchmarking with other organisations.  

Since the meaning of sustainability is problematic, the relevance and compara-

bility of the index is probably limited to internal use. Thus, attempts to use it for 

communication of sustainability performance to the market or financial market 

can be misleading. 

For instance in this case the sustainability index was implemented at ITT Flygt 

AB, and the purpose has been to conclude existing measurements and to identify 

strengths and weaknesses of the sustainability performance. The target group is 

the board of directors, and the scope is the entire ITT Flygt Group. 

7.2 Inventory  

Make an inventory of significant sustainability aspects and formulate indicators 

to measure them. Collect numerical data for the indicators. 

If this sustainability index model were to be applied in another organisation than 

ITT Flygt, the indicators would be different. This differs from LCA 

methodology, but agrees with the methodology of environmental performance 

evaluation in ISO 14031 (ISO 1999).  

At ITT Flygt ”sustainability aspect” has been defined in analogy to 

environmental aspect in ISO 14050 (ISO 2002). Hence a sustainability aspect is 

“an element of an organisation’s activities, products or services that can inter-

act with sustainable development.”  

The indicators for the index shall measure the significant sustainability aspects. 

If the company has an environmental management system the significant 
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environmental aspects are already listed. If not, current trends on how to design 

sustainability indicators are discussed in chapter 6.1. Central environmental, 

economic and social aspects are listed by the GRI guidelines. 

How to choose relevant and covering indicators that are reasonably simple to 

collect, is discussed in chp 6.1, but anyway it is not an easy task. At ITT Flygt 

many ideas had to be deleted for practical reasons. The main difficulty was not 

lack of data, but its interpretation. Are increasing energy costs a sign of con-

sumption of an increasingly scarce resource that is unsustainable, or does it 

indicate that the company buys more expensive renewable energy than before?  

Why individual aspects? Even though the Brundtland Commision made a pio-

neering and far-reaching work to coin and define sustainable development as a 

concept in Our Common Future (WCED 1987), it is anyway difficult to judge if 

a scenario is an example of sustainable development or not. When a task is 

somewhat unclear, one often focuses on avoiding the opposite, but avoiding 

unsustainability can very well result in another path of unsustainable 

development. Let me give an example: 

Extension of infrastructure for distribution of natural gas from the oil fields 

would reduce the use of oil and coal, reducing emissions of sulphur, thus 

reducing acidification in the coniferous forest zone. The release of natural gas, 

or incineration at the drill holes, would also decrease. On the other hand 

increased use of natural gas can restrain the development and use of bio-fuels. 

Research has shown (Mills et. al. 1991, Sanden et. al. 2005) that a transfor-

mation to wood fuels is the far most sustainable alternative (except for in large 

cities). Thus extended use of natural gas would not contribute to sustainable 

development, even though it is less unsustainable. 
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So there are many roads, and we won’t be able to say for sure if we have 

reached the goal or not. A paradise is not necessarily sustainable: The Garden of 

Eden was unsustainable…  

Since there is no detailed definition of sustainable development, it is not 

possible to define a relevant list of absolute sustainability criteria applicable to 

every existing company. One approach would be to anyway assume a set of 

reasonable criteria; another would be to identify sustainability aspects of each 

individual enterprise, activity or product. I’ve chosen the latter, since  

1. it is more brief and flexible,  

2. it is also used by the ISO-standards for environmental management systems 

and environmental performance evaluation.  

3. At ITT Flygt, I. Brauer encouraged this approach since similar enterprises 

will have similar sustainability aspects. 

But still one is loosing comparability by using individual sustainability aspects. 

What’s the point of a sustainability index with limited comparability among 

companies? The point is that it is comparable over time within the same 

company, and that it visualizes development patterns to aid decision-making and 

management. Another frequently occurring management tool is the Balanced 

Score Card, and that is totally incomparable between companies. 

7.3 Impact Assessment 

a. Categorization: The objective of this step is to frame data to facilitate the 

interpretation of the result. The ISO 14031 standard (ISO 1999) divides environ 
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mental performance indicators into three categories: management performance 

indicators, operational performance indicators and environmental condition 

indicators. In this model only sustainability indicators of management 

performance and operational performance are used, since most companies don’t 

have significant sustainability aspects obviously corresponding with measure-

ments outside the company. 

Parallel to this, the indicators are also categorized according to the Balanced 

Score Card (Kaplan and Norton1996). Originally the four categories by Kaplan 

and Norton were the financial perspective, the customer perspective, the 

business process perspective, and the learning and growth perspective. Today 

the learning and growth perspective is often called the co-worker perspective or 

the employee perspective.  

Finally the three different perspectives of sustainability (economic, environ-

mental and social) are employed. The point is to see if there is a large amount of 

trade off, or if the sustainability efforts are balanced (see discussion by Figge 

and Hahn 2001 in Chapter 6.2).  

The three sets of categories are shown in Diagram 3. 

Since the indicators are individual to each company, the categories are 

individual as well. At ITT Flygt we chose to categorize employees’ physical 

health as environment instead of social quality, which deviates from the GRI 

guidelines. One can ask if this was because ITT Flygt is managing environment, 

safety and health together and if they were too difficult to separate. 

–No, they are really not difficult to separate. 

The reason for categorizing health as environment is that the definition of sus-

tainable development in ITT Flygt’s policy is derived from Our Common 
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Future, which has an anthropocentric (human centred) view of the environment. 

We need the environment primarily for physical and physiological reasons, so it 

seems logical to keep physical aspects as one group. The GRI categorization, 

keeping environment and human resources as two independent entities, seems to 

me more motivated by traditional management. 
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Sustainability categories 

Diagram 3 The index is organized by three sets of categories 
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b. Characterization (Scoring): Each indicator must be transformed to a 

common entity in order to be merged. To do so I have constructed a “score-

table” where “score points” can be obtained (see Table 4). 

Several indices work with monetary units (Ryding et. al. 1995 p. 200, Figge and 

Hahn 2001). There are no methodological differences between monetary units 

and other units. One should preferably choose an entity that is easy to interpret. 

If this index were to be expressed in monetary units one would interview a 

representative amount of individuals about how they value the resources 

affected by the significant aspects at the company in question.  

+10 Great positive impact. Should be part of profile/business concept 

+5 Obviously positive impact, selling argument 

+3 Noticeable positive impact 

+1 More positive than negative impact 

   0 Acceptable 

-1 Needs observation 

-3 Negative impact, needs action 

-10 Unacceptable, needs immediate action 

-100 Serious consequences for the company 

Table 4 Table of sustainability scores.  

There is no such thing as the best and only way to design a scoring scale. 

Investigations have shown that humans can handle seven or possibly nine grades 

reasonably consistently (Miller 1956 and Cox 1980). The appropriate number of 

grades also depends on how many steps that are relevant for the specific 

indicator (Viswanathan et al 2004).  
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If the task had been only to assess environmental impacts of emissions, only 

negative scores would do, but in this case a company’s contribution to 

sustainable development is evaluated, and that can be and should be positive.  

Consuming a resource that is scarce is less sustainable than using a readily 

available one. That’s why the score table has a large step between -100 and -10. 

-100 stands for overloading, or exceeding the critical load. Also a scandal can be 

an overload. One can never get enough positive publicity to make up for one 

scandal in the same financial year. 

When using this score-table one consideration has to be done: Often there is a 

basic philosophy that for instance occupational injuries are unacceptable. Some 

companies have zero tolerance policies. But if a large corporation has 20 

injuries, it can be an excellent example of safe work environment compared to 

similar enterprises. Hence, before using the score-table one needs to choose a 

standpoint in this respect.  

c. Weighting and aggregation: The indicators are grouped once again, but this 

time it has nothing to do with the interpretation of the results. This grouping is to 

make up for the fact that some indicators measure almost the same thing, while 

others are unique. Indicators measuring the same thing belong to a cluster. Each 

indicator gets the weight of the cluster divided with the number of indicators in 

the cluster. At ITT Flygt the main clusters are: 

1. Business idea, ethics, customers, customers´ benefit (30% of total weight) 

2. Product, Product development (30% of total weight) 

3. Systematic care of co-workers and the environment 

 a) Physical, ESH (20% of total weight) 

 b) Social (20% of total weight) 
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Besides from the question if sustainable development of the society can be 

measured at all, this step is the most vulnerable to discussion and critics of this 

index or any other index. 

This weighting was inspired by ITT Flygt policy saying: At ITT Flygt we do our 

business in a manner that meets the needs of the present without compromising 

the ability of future generations to meet their own needs. We are a responsible 

company, balancing and improving continuous economic prosperity, environ-

mental quality, safety health and social well-being. 

The weighting would be easy to revise or change and that could rather 

drastically change the outcome. One alternative way to prepare the weighting 

could be based on interviews with a statistically significant amount of respon-

dents of the general public or experts. The weighting of the CSD-index (Krajnc 

and Glavic 2005) is done by the analytical hierarchy process (see Saaty et al 

2003). The other corporate sustainability indices cited in this work are weighted 

by democratic decisions of participating experts. My point here is that every 

method that I’m aware of contains elements of non-scientific personal 

preferences, and that is in the nature of aggregated indices. 

When the indicators have been measured, scored and weighted, their sum 

constitutes the index value. Different categories of indicators are also combined 

into sub-indices. 

7.4 Interpretation and Estimation of Inaccuracy  

When the indicators have been measured, scored and weighted, their sum 

constitutes the index value. If somebody makes a blood test the result will 

always be compared to other people’s values, and interpretations of what is 

healthy. One problem might be if the healthy value is individual. For a 
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sustainability index based on individual sustainability aspects of an organisation, 

comparisons will only give limited help to interpretation.  

Interesting patterns appear however, when different categories of indicators are 

combined into sub-indices. To facilitate the interpretation, this index contains 

categories that are already well known.  

Yet another interesting aspect is to compare the actual value to the maximum 

possible value. The DJSI is representing the result as the percent share of 

maximum. That is done for this index as well. 

If the index is calculated for several years in a row, trends can be assessed. 

It is also recommended to calculate the index for a few different cases, or just 

introduce some disturbances, to see how much the result changes.  

It is possible to use statistical t-tests to find out on what level of significance 

sub-indexes of different categories and indices of different years are actually 

distinct. A rule of thumb is that a significance level, α >0,05 is trustworthy. This 

would provide some kind of a picture of the accuracy or consistency of the 

index, but the choice of weighting influences the result far more than the 

indicators. That means that the level of significance would give a false 

(underestimated) picture of the largest possible inaccuracy. 

8 What Does the Index Indicate? 

The calculated index was 42: What does that mean? 

When someone tells that he got eleven score points in a test, there always 

follows the reply:–What was the maximum score? When we try to orientate 

among results we want to know maximum and minimum, and we want to know 

earlier results and the results of others. The maximum, minimum and earlier 

results are provided by the index. The results of others can be obtained in 
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benchmarking projects. The index also shows different perspectives or parts 

from which it is made up.  

Patterns for interpretation 

To drive a car one needs a dashboard. It would not be enough with only one 

index integrating speed, revs, petrol, temperature and charge. But some cars 

have one alarm telling if at least one parameter is deviant. To act on such 

information one needs more detailed information about the problem, but rather 

only relevant information. In the computer age we have become used to tree 

structures where we find underlying information by making guided choices and 

at the same time avoiding irrelevant information. The tool for interpretation of 

customer surveys at ITT Flygt (the Business Process Satisfaction Index) works 

in this direction and so does the Dow Jones Sustainability Index. The DJSI 

shows the result divided into economic-environmental-social categories, as well 

as into opportunity-risk categories. It also shows average and the distribution for 

each industry. 

By categorizing the indicators the results can be divided into sub-indices. I. 

Brauer at ITT Flygt suggested these categories to be chosen among concepts that 

are already well-known and understood by industrial people; for instance the 

Balanced Score Card. 

Most sustainability ratings today are assessing management procedures. Then 

there is also the Folksam Environmental Index in Sweden, rating operational 

performance factors like emissions and water consumption. If a company has 

ambitious management procedures, but weak operational performance, the 

management procedures are probably either inefficient, or new. Since the 

relation of management and operational performance is interesting, both should 

be assessed. I. Brauer showed me how this relation can be very legible in a grid-
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diagram that is already used for customer survey at ITT Flygt. This is shown in 

Diagram 4 

 

Diagram 4 Grid-diagram for visualizing the relation of management proce-

dures and operational performance. The upper right quadrant represents high 

performance 

One can expect management indicators to correlate positively with future opera-

tional performance indicators. Peura (unpublished) suggests using this matrix 

too. He calls the lowest right quadrant “Unconscious excellence” or “By 

accident”. The upper left quadrant he calls “Cheaters”, but he explains that a 

result to the upper left also “…can reveal inefficient [management], false classi-

fication of [management], or false information (measurement of good environ-

mental [management]”. 

I recommend striving towards the upper right quadrant of the management-

operational performance grid. That indicates high and stable performance. 
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To monitor present performance as well as trying to capture how well the 

organisation is positioned to perform in the future is also the scope of the 

Balanced Score Card (Kaplan and Norton1996). It is using key measurements to 

take the pulse of the organisation. Kaplan and Norton recommend four key 

measurements: 

• Financial performance  

• Customer satisfaction  

• Business processes performance  

• Learning and growth / Employee  

The first perspective, the financial perspective, is a measure of the present 

performance. Customer satisfaction today might say something about the 

financial situation next month or next year depending on the type of business. 

The business process today will influence the customer satisfaction, and later the 

finances. The most futuristic perspective is the learning and growth, or 

development of knowledge capital, a process owned by the employees. The 

possible conclusions from a Balanced Score Card are quite extensive and I will 

not give a comprehensive record (ibid.). Let me just point out that the 

measurements of the Balanced Score Card are not supposed to be aggregated to 

any kind of index. Neither is the purpose to compare to other companies. 

The Balanced Score Card has drawn attention from environmental and ecolo-

gical economists. Figge et al have suggested adding a non-market perspective to 

the original four (Figge et al 2002). Hallgren and Tilling have suggested  
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sustainability indicators for each of the four perspectives to include in BSC-

analysis (Hallgren and Tilling 2000). 

In this index the categorization of indicators according to the Balanced Score 

Card perspectives visualizes how future oriented the sustainability efforts are. I 

recommend striving towards equal values of the four perspectives since 

they are equally important. (See Diagram 5.) 

 

 

 

Diagram 5 Histogram (bars) of the balanced score card perspectives 
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The three different perspectives of sustainability (economic, environmental and 

social) are shown to find out if there is a large amount of trade off, or if the 

sustainability efforts are balanced. Also here I recommend striving towards 

equal values of the three perspectives. (See Diagram 6.) 

One can also look at the doughnut in Diagram 6 from a Daly-perspective. Is the 

company improving “the cook and the eggs and the flour”? Since most of the 

environmental indicators are ratios of emissions to sales, one can argue that the 

index doesn’t tell about absolute environmental impacts. But the indicators are 

also being scored in the next step so the environmental sub-index is not an 

emission/sales indicator but a performance-index telling how well the organi-

sation is performing. We have very limited knowledge on different critical 

loads, but this sub-index gives some indication of the environmental situation. 

Especially, it is interesting to compare if the environment is better off this year 

compared to last year, assuming that the weighting is acceptable. 

 

 

 

 

 

 

 

 

Diagram 6 Sustainability doughnut 
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9 The ITT Flygt Sustainability Index 

So far I have suggested an index-framework that enables the index to be 

calculated for any large company in the engineering industry. Here a specific 

case will be presented. Since ITT Flygt was the initiator and a co-funder of the 

project, the index model has been tested at the ITT Flygt group, a producer of 

pumps and mixers.  

At ITT Flygt, we worked with some 40 indicators (listed in Table 5).  

Indicators 
Net sales increase 
Customers’ use 
Sustainability at project choice 
Management of suppliers 
Management of contractors 
Customers informed about LCC 
Bribery  
Pricing 
Human rights 
Child labour 
Forced labour 
Weight of pumps 
Heavy metals 
Product development process 
ŋ-wheels 
EPD-declarations 
Ergonomic injury  
Injury  
ESH training hours 

Hazardous waste 
Non hazardous waste 
Hazardous waste recycled 
Non hazardous waste recycled 
Energy indoor 
Energy for transportation 
Water use 
Non Compliance Notices 
ESH audit score 
Fires or Other Damage 
Releases 
Absence 
Training hours 
Employee satisfaction 
Turnover of KVC & ATD 
Employee dialogues 
Females in management 
Equal opportunities 
Employment safety  
Freedom of collective bargaining 

Table 5 The indicators used at ITT Flygt AB. 
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Most of the numerical data come from already existing programs for data-

collection. ITT Flygt has identified and documented its significant sustainability 

aspects. These are mainly derived from the ESH (environment–safety–health) 

management system and the GRI guidelines (GRI 2002). The sustainability 

aspects reflect the sustainability policy, ESH objectives and other goals. The 

indicators are designed to reflect the significant sustainability aspects, and they 

have been chosen after discussions with several managers.  

Choosing relevant and covering indicators that are reasonably simple to collect, 

is not an easy task, and many ideas had to be deleted for practical reasons. For 

instance the representation of economic indicators had to be very limited. Since 

ITT Flygt is not listed on the stock market, the owners have a policy to release 

no other economic data but the yearly sales.  

However the main difficulty was not lack of data, but its interpretation. It was 

obvious that people, who have more inside knowledge of ITT Flygt than I, were 

better suited for this, and I got valuable advice. In the characterisation of data 

(i.e. the scoring process) these data were quantitatively compared to inter-

nal targets and to other ITT Industries and to Swedish engineering indust-

ries in the IVL study (Åhman et. al. 2002). This benchmarking provided the 

basis on which to judge if data represents good or bad results. 

Many of the indicators are possible to trace ten years back, especially environ-

ment, safety and health indicators, but some new indicators about attitudes were 

not measured in the past. The index was calculated for 2002-2004, and can be 

calculated in the years to come, to show development and trends. 
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Total 2004, score: 81

The ITT Flygt Sustainability Index for 2004 was 81 and the distribution was as 

follows (The calculations are presented in Appendix 14.4):  

ITT Flygt Sust. Index 2002 2003 2004 MIN* MAX 
Total 12,00 28,00 81,00 -1000,00 1000,00 
Management-operational categories: 
Management 3,00 1,00 -4,00 -320,00 320,00 
Operational 9,00 27,00 85,00 -680,00 680,00 
BSC-categories: 
Finance 25,00 23,50 23,00 -185,00 185,00 
Customer -5,00 -1,50 24,50 -205,00 205,00 
Business Process -1,00 12,00 28,50 -360,00 360,00 
Employee -7,00 -6,00 5,00 -250,00 250,00 
Sustainability categories:  
Economy 12,50 16,00 42,00 -240,00 240,00 
Environment -6,50 6,00 28,00 -410,00 410,00 
Social 6,00 6,00 11,00 -350,00 350,00 
Table 6 The ITT Flygt Sustainability Index for 2002-2004 and sub-indices 
distributed at categories.  

*In the statistics shown here, the lowest possible score -100 for each 
indicator is omitted since ITT Flygt has had no disasters. If the -100 would 
have been used here, the result would have looked better, but the response 
at ITT Flygt was –We don’t need such make up! 

Interpretation 

To interpret the index let’s have a closer look at the range. If the lowest possible 

score for each indicator is -10 (see comment in text of Table 6) then the lowest 

weighted total of the indicators is -1000. The result for 2004 is hence 54% of the 

range  
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The trend for the calculated three years is positive. Now, since the index is very 

young, some of the indicators are new and haven’t been measured 2002 and 

2003. They have been given the value 0. If such indicators are omitted the result 

for 2004 will decrease, but still there is a positive trend shown in table 7. 

 2002 2003 2004 

Index (missing some data 2002-2003 ) 12.0 28.0 81.0 

Index (comparing 2004 to 2002-2003) 12.0 25.0 27.0 

Table 7. The index-trend in consideration to missing data.  

So the trend over the years is anyway positive. This can be interpreted as if the 

sustainability efforts done by ITT Flygt are successful. 

Let’s also have a look at the sub-indices presented in diagram 7.  

The grid-diagram for visualizing the relation of management procedures and 

operational performance indicates that ITT Flygt performs well on both, but 

better on operational performance. Is it possible to have better operational 

performance than the managements procedures support? No and yes. I believe 

that the culture of high ethics and long term thinking at ITT Flygt supports the 

operational performance. This evaluation of management procedures however 

focuses on documented procedures and the code of conduct. Several of the 

sustainability aspects at ITT Flygt are matters addressed by the GRI-guidelines 

and by the Global Compact. Since ITT Flygt has signed the Global Compact 

these requirements are regarded as policy to fulfil, but the documented 

ratification of the Global Compact could be improved. Ideally the owner, ITT 

Industries, would meet the Global Compact a little bit more specifically in the 

code of conduct. A promising start is the internal document 6004.3 “The ten 

principles and how ITT Flygt adhere to them”. Looking deeper at the data it is  
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Diagram 7 The result of the Sustainability Index at ITT Flygt AB 

also clear that the ESH management procedures score higher than the business 

ethics management. 

The next diagram, the histogram (bars) could also be called a “sustainability 

balanced score card” and it indicates that ITT Flygt contributes to sustainable 

development in a very balanced way with respect to short term and long term 

aspects. Scrutinizing the diagram however reveals that the employee aspect is 

somewhat behind the others. This does not mean that the employee aspect is 

poorly performing compared to other companies –quite the contrary! The Lindås 

plant is famous both for know-how and for training and education of employees 
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(Larsson and Malmqvist 2002). The reason why it scored lower is because ITT 

Flygt has a zero vision for employee injury, and the company takes that very 

seriously. Then the customer perspective scored very well, but I would anyway 

like to share my impression that it could be improved if the customers could be 

more convinced about Life Cycle Cost as the most important quality measure. 

This would improve sustainable development and it is also a business oppor-

tunity. 

Finally the “sustainability doughnut” indicates that there is a balance between 

economic, environmental and social performance at ITT Flygt.  

Verification 

To get some indication about how well this result corresponds to the identity of 

ITT Flygt I interviewed Bjorn von Euler, Director of Corporate Communi-

cations at ITT Industries, division Fluid Technology and Motion & Flow 

Control. He had not been involved at all in the index project and yet he is well 

informed about the ITT Fluid Technology companies, especially about ITT 

Flygt since he has a history in the company. The interview instrument is 

enclosed as Appendix 14.3. Bjorn von Euler gave the following account: In the 

mid nineties ITT was reorganized and Travis Engen became CEO at ITT 

Industries. From start he took a position for Environment Safety and Health, and 

brought Usha Wright to the headquarters as director of ESH. At that time Flygt 

was viewed as a leader of environmental awareness, but it turned out that Flygt 

needed to structure and document this work to prove it, and to ensure the 

continuation. 

Ever since the expansion of municipal sewage treatment in the late 1950:ies and 

forth it had been a strategy within ITT Flygt to work closely with municipalities 

around the world to solve sewage problems. Von Euler told that in the early 
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nineties there was a holistic view; a belief that what was beneficial to the 

environment was sustainable for ITT Flygt. Leif Carlsson was CEO and he had 

the ambition to set a good example of environmental protection to the 

customers. The production plant in Lindas was a chance for him to show that 

Flygt was “walking the talk”. The site manager at Lindas, Lars Rosén, also 

initiated cooperation with the local community in many ways to solve various 

problems. In 1995 ITT Flygt was one of the initiators of the Stockholm Water 

Foundation and in 1997 Flygt joined CERES, an initiative to promote corporate 

environmental reporting. 

Von Euler said that the environmental awareness is present also outside the 

environmental department; it is definitely present in the product development as 

well. Hjalmar Fries contributed to this when he was director of the research and 

development department, investing much effort in environmentally adapted 

materials and recyclability. For instance mercury in switches was replaced. 

Today the ŋ-pump wheel is a result of holistic quality thinking.  

The strategy of ITT Flygt has always been to acquire leading enterprises and to 

be the leader of the submersible pumps industry. Von Euler explained that this 

means high quality products and that’s why Life Cycle Cost is a very interesting 

concept to Flygt. It is a measure of what is beneficial for the customer and the 

environment and it is a competitive advantage for ITT Flygt. Gunnar 

Hovstadius, the technology-director at ITT Fluid Technology, has been very 

active in the branch-organisations Hydraulic Institute and Europump to define 

standard calculations of LCC. Only a few customers mention low LCC as a 

criterion in requests for tenders, but there is of course a time lag of learning, he 

added.  
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Von Euler also told that business at ITT Flygt is rigorously defined and 

restricted by the ITT Industries code of conduct. Flygt is supplying pumps to 

dam construction projects in Iraq. This is only possible because these projects 

are protected by the UN. The code also states that customers are not to be 

discriminated. All ITT Industries subsidiaries follow US-government guidelines 

of what countries to trade. But it is not always easy to uncover if a customer is a 

front for someone else. Today media show an increased interest for business 

ethics and there is new legislation on assessment of business practice. This is 

due to highly discussed incidents. The increased attention and legislation are 

promoting fair competition at the market, von Euler said.  

ITT Industries is to grow both organically and by acquisition. The expansion of 

ITT Flygt into China is one example, but according to von Euler that doesn’t 

seem to change the company culture to any major extent. One thing that is 

influencing the company culture though, is an increased focus on offering whole 

systemic solutions to the customers. This means more co-supplying from 

various ITT subsidiaries and leads to “ITT:ization”. But the change is maybe not 

so radical since the companies already have similarities; being leading quality 

producers respectively. Local brands will also remain. But anyhow it will 

probably make ITT Flygt more anonymous.  

Von Euler concluded that ITT Flygt stands for quality and sustainable develop-

ment. To sell “trouble-free pumping”, means to have high total quality in every 

aspect. Customers, society, the environment, employees and the owners all 

benefit from this in the long run, and that is what sustainable development is all 

about. Von Euler continued that sustainability is an integrated part of ITT 

Flygt’s identity and that this type of questions were discussed in Flygt’s internal 

news already in the 1960:ies. He believes it originates in a tradition of 
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trustworthiness. Hilding Flygt was very keen on gaining and keeping the 

customers’ trust. If a pump jerked he would always go there right away, wearing 

a laboratory coat and solving the situation for the customer. 

The first impression of this interview might be that von Euler is saying that ITT 

Flygt is only focusing on solving long term water and sewage problems of the 

society to such an extent that it is hard to understand how the company can 

maintain liquidity. In 2004 I participated in a group of ph.d. students who 

interviewed several ITT Flygt sales-people and customers as a course assign-

ment. Those interviews also confirmed long term thinking. In the group of ph.d. 

students we were surprised and also wondered if ITT Flygts market strategy 

wasn’t somewhat out of date.  

Reality implies the opposite interpretation: ITT Flygt is economic prosperous to 

such an extent that it cannot be despite all this long term thinking. It is only 

reasonable that the long term thinking must have improved business. Von Euler 

also told about an increased focus on contracting whole system solutions at the 

ITT Fluid Technology-level, so the market strategy is actually following the 

today’s trend exemplary. 

Compared to the interpretation delivered by the ITT Flygt Sustainability Index, 

von Euler’s description seems to consent about sustainability being part of the 

ITT Flygt culture and business concept to such an extent that written instructions 

have not fully been able to document all that is being done. Since the ph.d. 

course mentioned, I had expected the discrepancy between operational 

performance and management routines to be larger and also the customer 

perspective to be weaker since I believed that the focus is drifting from the 

customer to society in general, but von Euler explained how ITT Flygt together 
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with the other Fluid Technology companies are approaching the customers in an 

efficient way. This agrees with the index result. 

10 Conclusions 

This work has intended to construct an index of corporate contributions to 

sustainable development, and to assess its, relevance and reliability.  

However I must admit that it was true what was said in the introduction that 

“credible and mature indices are unlikely to emerge fully cooked from a 

research environment” (OECD 2002). The word “index” usually refers to 

“trend-indicator”, and to have a trend-indicator there needs to be a monitored 

trend over several years. A company’s sustainability work is usually not 

changing very often, so if this is a reliable index it is usually not going to change 

much in one year’s time. Today I don’t know if the index will show stable 

trends, but the results from 2002-2004 seem to do so. The only way to be certain 

is if ITT Flygt will perform the measurements and calculate the index in the 

future. ITT Flygt of course should only invest time and efforts in a reliable and 

meaningful index, so this is somewhat a “Catch 22”-problem. 

Another objection is that the index is lacking economic indicators. The only real 

measurements of the economic situation are the sales indicator and the 

customers’ use indicator. But as long as there is some economic input, the index 

is not totally out of balance. The economy-category still shows the economic 

performance compared to the environmental and social. I also believe that the 

development of the index is an iterative process, and that if ITT Flygt managers 

find it to be useful for decision-making, they will be able to obtain an agreement 

with the owners to include the economic key-values. One should also keep in 

mind that the main problem is not lack of data, but the choice and interpretation 

of it. 
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If we assume that the index is stable (at least the slightly positive trend for 2002-

2004 indicates that) then it is indicating that ITT Flygt is on the way towards 

sustainability and is definitely a good citizen, contributing to societal sustainable 

development. 

The first chapter of this thesis considered weak and strong sustainability, since 

those who advocate strong sustainability warn against aggregated sustainability 

indices like the one presented here.  

In an article Korhonen (2003) referes to Daly and writes that human-

manufactured capital, natural capital and social sustaining functions are 

complementary, and should not be combined into one measurement. This 

standpoint is usually referred to as “very strong” sustainability. Hediger (1999) 

on the other hand clarifies why this dogma doesn’t help us towards sustainable 

development. He shows that neither the strong nor the weak sustainability 

concept fulfils the conditions of sustainable development as defined in Our 

Common Future (WCED 1987) his conclusion is that: 

“Sustainable development …may be optimally achieved through an adaptive 

process of trade-offs. This cannot exclusively be addressed with either an 

economic value principle of weak sustainability, or an ecologically-based 

physical principle of strong sustainability” (Hediger 1999).  

11 Discussion 

The ITT Flygt Sustainability Index is an attempt to develop a measure of 

corporate citizenship and to critically evaluate how well a company stands up to 

its policies and commitments regarding sustainable development.  

Since the ITT Flygt Sustainability Index refers to the Balanced Score Card 

(Kaplan and Norton1996) one can ask if it wouldn’t be better to build on the 
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Score Card to have a Sustainability Balanced Score Card (Figge et al 2002, 

Hallgren and Tilling 2000). The Balanced Score Card is an accepted measure-

ment of a company’s internal sustainability. ITT Flygt is doing this type of 

measurement and has also included environmental indicators in the Score Card. 

The main difference is that the Balanced Score Card employs indicators 

intending to measure the internal sustainability of the company while the 

ITT Flygt Sustainability Index uses indicators intending to measure the 

contribution to societal sustainable development. From a Score Card perspec-

tive, the Index is a subset while from an Index perspective the Score Card is a 

subset. 

The Balanced Score Card is not intended to be aggregated. The different indi-

cators are compared over time, but not compared to each other. Wouldn’t it be 

wiser to do the same thing with the ITT Flygt Sustainability Index? It would be 

much easier, and one would avoid the problem of substituting entities that are 

complementary. Well, I see some possible benefits of aggregation: 

At the two occasions when I presented the index to the people who had provided 

the numerical data at ITT Flygt, they got really engaged first when we started 

digging into the sub-indices and the indicators. The engaging question was to 

see what indicators contributed positively and what indicators contributed 

negatively to the index. Without the index this stack of indicators would have 

been too boring and almost meaningless. But without the possibility to follow 

the sub-indices and indicators the index would also have been uninteresting. 

I hope that the activity of measuring, calculating and developing the Index will 

contribute to valuable learning just like the LCA-methodology has done; The 

introduction of life cycle assessments, LCA:s, enabled environmental measures 

(SETAC 1993, ISO 1997). Since there are tools to conduct highly aggregated 
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LCA:s, they have received extensive criticism (see Bengtsson 2002), but one 

thing they have fostered, is the awareness that the user phase of a product’s life 

is usually more polluting and resource demanding than the production. This was 

mentioned by several of the companies in the study. LCA-methodology has 

given a conceptual framework for discussions and insights on how to view the 

total picture of environmental aspects around different products. If the ITT Flygt 

Sustainability Index will be used to some significant extent it is reasonable to 

believe that new patterns of what sustainability aspects that have the most 

impact, will be visible and evaluated. It is also likely that the diagrams for 

visualization of the sub-indices can reveal repetitions of patterns that are 

indicating the sustainability style of an organisation 

Electrolux in chapter 5 didn’t use LCA for marketing, but for understanding 

environmental aspects enough to develop the Green Range-idea, that improved 

sales of environmentally adapted products and improved the profit margin. 

Similarly this sustainability index in the first place of course has to measure as 

correct as possible, at least it has to be stable, but the bias and uncertainty will 

always be considerable. The opportunity and the benefit don’t consist of having 

an accurate measurement, but of capturing a language and a learning about 

sustainability impact, which can be fruitful in business development. 

Another possible objection would be to question if the use of a sustainability 

index actually improves sustainability. Environmental management systems 

don’t secure environmental protection (Ammenberg 2003). But such 

information alone seems a bit unfair: Who would expect one’s household 

expenses to decrease, only because one purchased an accounting book?  

One might also ask if this index isn’t just another tool for “green-washing”. 

Green-washing is an expression for companies trying to have a green, 
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environmentally friendly image when they actually have a large environmental 

impact, and do little about it. And yes –the index is easy to manipulate to look 

better. 

Yet, I do not worry so much, because the discussion in society is critical enough 

not to fall for the type of arguments that this and that has been proven by 

calculations to be the most environmentally beneficial alternative. In 1995 Shell 

tried to defend their decision to let the oil-rig Brent Spar go down instead of 

breaking her up in a ship yard, by telling they had made calculations and could 

prove that this option would be the most environmentally friendly. But Green 

Peace and media successfully refuted this. I don’ think it will be very tempting 

to try to use this index for green-washing. 

12 Future Research 

My plan is to continue a dialogue with the interviewed companies, and to ask 

them to let me help them implement the index. This would give a base for 

comparison and to better calibrate the scoring. It would also move the research 

towards industrial ecology. A joint project would also motivate ITT Flygt to 

continue to test the index, to see if it is stable. 
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14 Appendices 

14.1 Initiatives to Institutionalize Social Responsibility 

The purpose of this list is to give a brief overview of the multitude of initiatives 

connected to CSR. It is not at all a complete one. For texts of standards and 

guidelines, see the web-places referred to.  

The Global Compact: In 1999 the Secretary-General of the United Nations, 

Kofi Annan, launched a list of nine principles (now they are ten) and urged the 

business world, in particular large multinational corporations, to join in a 

compact to follow the principles (UN 2003a). The principles conclude some 

central UN-conventions in the areas of human rights, labour, the environment 

and anti-corruption. More than a thousand companies worldwide have signed 

up. There are also national and regional activities for instance the UN Global 

Compact Nordic Network. ( www.unglobalcompact.org ) 

Ironically, Annan’s leadership did not prevent two of his close co-workers from 

accepting bribes (Independent Inquiry Committee 2005). 

UN Human Rights Norms for Business: The full name is “The 'United 

Nations Norms on the Responsibilities of Transnational Corporations and other 

business enterprises with Regard to Human Rights”. It is a document prepared 

by the U.N. Sub-Commission on the Promotion and Protection of Human Rights 

resolution (UN 2003b). This is an attempt to interpret and conclude the existing 

international conventions on human rights, which means that it reports on 

binding norms. If the document in itself would be valid in court is not yet clear, 

but Amnesty International is embracing this initiative. 

( http://ap.ohchr.org/documents/alldocs.aspx?doc_id=7440 ) 
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The OECD Guidelines for Multinational Enterprises: Declaration on 

International Investment and Multinational Enterprises, and the OECD 

Guidelines for Multinational Enterprises were adopted in all OECD-countries in 

1976 and have been continuously developed to a document comprising about 35 

pages (OECD 2000). The scope is coinciding with the Global Compact, but the 

Guidelines are detailed, and national committees investigate participants 

accused of deviating. (www.oecd.org/daf/investment/guidelines ) 

Globalt Ansvar (Global Responsibility): The Swedish Government’s initiative 

to support The Global Compact and the OECD Guidelines for Multinational 

Enterprises, by encouraging Swedish companies to sign them (Regeringen. 

1999). (www.regeringen.se/sb/d/2657 ) 

SA8000: In 1996 Social Accountability International SAI (formerly CEPAA) 

developed the first version of SA8000, a voluntary standard for workplaces 

based on ILO (International Labour Organization) and other human rights 

conventions. Companies can be assessed and certified by accredited certifiers. 

There is also a “light” version including self-assessment and to sign up to follow 

the standard (SAI 2001). ( www.cepaa.org/Document%20Center/Documents.htm ) 

ILO conventions: Throughout the last century the International Labour 

Organization, ILO has negotiated more than 180 conventions, often referred to 

by CSR initiatives. In 1998 the ILO concluded a hundred years of bargaining in 

a “Declaration on Fundamental Principles and Rights at Work” (ILO 1998). 

There is also the Tripartite Declaration of multinational enterprises from 1977, 

revised in March 2000 to incorporate the Fundamental Principles and Rights at 

Work (ILO 2000). 

( www.ilo.org/dyn/declaris/DECLARATIONWEB.INDEXPAGE ) 
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( www.ilo.org/public/english/employment/multi/overview.htm ) 

All conventions: ( www.ilo.org/ilolex/english/convdisp1.htm ) 

The GRI Sustainability Reporting Guidelines: The Global Reporting 

Initiative (GRI) was established by CERES and UNEP in 1999. Its mission is to 

promote the harmonization of sustainability reporting by producing globally 

applicable Sustainability Reporting Guidelines. The guidelines are developed in 

multi-stakeholder processes and provide quantitative and qualitative indicators 

and methodology for reporting on organisational sustainability. The most recent 

guidelines were published in 2002 (GRI 2002). The scope is similar to the 

OECD guidelines. At its homepage, GRI is also referring to the Global 

Compact, ILO and AA 1000. (www.globalreporting.org ) 

AA1000S: is a standardized process framework for methodologies of planning, 

accounting auditing and reporting on organisational sustainability, launched in 

1999 by the Institute of Social and Ethical AccountAbility in the UK. Compared 

to GRI it is more on how to report, than what to report, and they are 

complementing each other. Both emphasize stakeholder involvement 

(AccountAbility 2002). (www.accountability.org.uk/aa1000/default.asp )  

ISO 14000: The ISO 14000 is a series of environmental management standards 

for organisations. The first one, ISO 14001 on environmental management 

systems, was launched in 1996 and revised in 2004. At the end of 2003 more 

than 66 000 certificates to ISO14001 had been issued in 113 countries (ISO 

2005).  

( www.iso.org/iso/en/prods-services/otherpubs/iso14000/index.html )  

ISO 26000: This is an ongoing process to create a standard called Guidance on 

Social Responsibility, due to be launched in March/April 2008. It is going to 
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encompass all of the current CSR-issues including environment, working 

conditions and bribery . ISO 26000 will be a guidance standard and there will 

not be third party certification (Sandberg 2005). 

SwedWatch: The mission is to investigate and report the behaviors of Swedish 

companies in developing countries. The web site also has links to OECDWatch 

and similar organisations. The point of reporting companies’ behaviors is 

primarily to give incentives for well behavior. For some reason there is no link 

from the SwedWatch site to American CorpWatch, founded in 1996. Friends of 

the Earth is cooperating with CorpWatch as well as with Swedwatch. 

SwedWatch was formed in 2003 by its five member organisations: The Swedish 

Society for Nature Conservation, Church of Sweden Aid, Education for Aid 

Activities, Friends of the Earth Sweden and the Fair Trade Centre. Sister 

organisations are NorWatch and FinWatch. SwedWatch is financed by the 

Swedish Development Aid Agency, Sida (Swedwatch 2005). 

(www.swedwatch.org ) 

Additional list of international networks: 

• Business in the Community's Corporate Responsibility Index  

www.bitc.org.uk/programmes/key_initiatives/corporate_responsibility_index/in

dex.html 

• Business for Social Resonsibility (BSR) www.bsr.org 

• Caux Round Table (CRT) www.cauxroundtable.org 

• Coalition for environmentally Responsible Economies (CERES). The Valdez 

Principles, renamed the Ceres Principles for environmentally sound business 

practices. www.ceres.org 
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• CSR Europe www.csreurope.org 

• European Partners for the Environment (EPE) www.epe.be 

• FEE Sustainability Working Party (accounting) www.fee.be 

• Global Business Network (GBN) www.gbn.com 

• Global Environmental Management Initiative (GEMI) www.gemi.org 

• International Business Leaders Forum (IBLF) www.iblf.org 

• SustainAbility www.sustainability.com 

• Transparency International www.transparency.org 

• World Business Council for Sust. Dev. (WBCSD) www.wbcsd.org 

Additional list of Swedish networks:  

• Amnesty Business Group / Amnesty Business Forum 

www2.amnesty.se/amnestybusinessgroup.nsf/start 

Amnesty business rating www.amnestybusinessrating.se/default.aspx 

• Det Naturliga Steget yrkesnätverk (The Natural Step Framework) www.dnsy.se 

• ICC, Business in Society www.icc.se 

• Näringslivets Miljöchefer (NMC) www.nmc.a.se 

• Svenskt Näringslivs nätverk för hållb. utv. www.svensktnaringsliv.se 

14.2  Interview Questions to chp 5; Sustainability  
Management in the Swedish Engineering Industry 

Please tell how the notion of sustainable development entered your company, 

and how it progressed.  

Has this story already been documented? Where? Researcher? Homepage? 
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Please describe briefly how you work with SD today. How is the work 

organized? 

What are your most important experiences/insights/ideas on how to propagate 

environmental and ethical questions in a company? 

What are the policies at your company regarding sustainable development? 

Has your company adopted any/some of the international codes like the ILO, the 

Global Compact, or ICC? 

Please describe briefly what type of sustainability matters that are measured and 

reported. 

How many sustainability reports complying with/ inspired by the Global 

Reporting Initiative (GRI) have you published? Do you plan to continue 

working with GRI reporting? 

Do you systematically work with stakeholder dialogue? What stakeholders? 

Governments, NGO:s, suppliers?  

Have you got any special results/learning this way? 

What are the most important motives for managing sustainable development-

questions at your company? 

Why/How much should a company communicate sustainability? 

Does sustainability pay off? Long term, short term? How does one know? 

Do sustainability matters influence the shareholder value? 

Has sustainability management made your company become more sustainable? 

How does one know if a company is sustainable? 

If a company is sustainable, does that make the society more sustainable?  
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Sustainable Development is primarily discussed as a societal matter. How far 

should a company go? Where does the responsibility of the politicians begin? 

Should the employees volunteer in hospitals? Charity? Cleaning service in 

employees’ homes? 

Would it be of interest, and would it be possible, to use an aggregated index to 

measure sustainability in the company over the years, and for benchmarking and 

for communication?  

Who would be beneficial for you to have in my project? What other persons in 

your company ought to be interviewed?  

14.3  Interview Questions to chp 9; the ITT Flygt  
Sustainability Index 

ITT Industries takes an active role in demanding and assessing Environment-

Safety-and-Health work at its subsidiaries. Is there any particular reason for 

this? For how long has it been applied? 

ITT Flygt has worked proactively with environmental aspects, occupational 

health and eployee development for many years. Is there any particular reason 

for this? Does Lindas differ from other sites? 

Can you make an estimation of how widespread the sustainability awareness is 

at ITT Flygt? Is it an issue at the board and at the environmental department? 

Other places? Why is that?  

The environmental department and several managers at ITT Flygt are convinced 

that Life Cycle Cost is an important measure, and they are dedicated to guide the 

customers about LCC. But the customers often seem more interested in purchase 

price and the sales people aren’t totally convinced about LCC as a sales 

argument. Do you recognize this? Is Flygt propagating sustainability awareness 
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more than the customers? Do you recognize the situation from other ITT 

subsidiaries? 

How is ITT handling the problem if a customer represents a dictatorship regime? 

Or if there is an invitation to a project that is questionable from a sustainability 

point of view, like large-scale cultivation of cotton or giant shrimps? Have 

business risk in such situations increased in recent years?  

ITT Flygt has ambitions of extensive growth. How do you perceive this 

development? How will the identity of the company change? Is it going to be 

more Chinese/German or what? How is such a company? 

How would you express the identity of ITT Flygt concerning sustainability? 

14.4 Calculations of the ITT Flygt Sustainability Index. 

The indicators, their categorization and the detailed weighting are shown in a 

table in the next page. 

The first step of the weighting is to organize the indicators in main clusters and 

to decide the weight of the clusters. This has been done in accordance with 

documented policy at ITT Flygt as discussed in chapter 7. 

Clusters: 1. Business idea, ethics, customers, customers´ benefit (30% of total 

weight) 2. Product, Product development (30% of total weight) 3. Systematic 

care of co-workers and the environment 3a) Physical/ESH (20% of total weight) 

3b) Social (20% of total weight) 

In Cluster 1. the 30% are distributed to the indicators depending on their 

uniqueness. If two or three indicators measure almost the same thing they 

shall have a lower weight. The sum of Cluster 1 is 30, and the indicators in 

the following clusters are weighted in the same way. 
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Clus- 
ter 

Indicator Mngm/Oper BSC Sustainability Weight

Net sales increase Operational Financial Economy 2,00
Customers’ use Operational Customer Economy 2,00

Sustainability at 
project choice 

Management Customer Social 4,00

Management  
of suppliers 

Management Business 
Process 

Environment 2,00

Management  
of contractors 

Management Business 
Process 

Social 2,00

Customers informed 
about LCC 

Management Customer Economy 4,00

Bribery  Management Customer Social 4,00
Pricing Management Customer Social 4,00

Human rights Management Customer Social 2,00

Child labour Management Customer Social 2,00

1 

Forced labour Management Customer Social 2,00

Weight of pumps Operational Business 
Process 

Environment 6,00

Heavy metals Operational Business 
Process 

Environment 6,00

Product  
development 
process 

Management Customer Social 7,00

ŋ-wheels Operational Employee Environment 7,00

2 

EPD-declarations Operational Customer Environment 4,00

Ergonomic injury  Operational Employee Environment 2,00

Injury  Operational Employee Environment 2,00
ESH training hours Management Employee Environment 2,00
Hazardous waste Operational Business 

Process 
Environment 1,00

Non hazardous  
waste 

Operational Business 
Process 

Environment 1,00

3a 

Hazardous waste  
recycled 

Operational Business 
Process 

Environment 0,50
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Non hazardous  
waste recycled 

Operational Business 
Process 

Environment 0,50 

Energy indoor Operational Business 
Process 

Environment 2,00 

Energy for 
transportation 

Operational Business 
Process 

Environment 2,00 

Water use Operational Business 
Process 

Environment 1,00 

Non Compliance  
Notices 

Operational Business 
Process 

Environment 1,50 

ESH audit score Operational Business 
Process 

Environment 1,50 

Fires or  
Other Damage 

Operational Business 
Process 

Environment 1,50 

 

Releases Operational Business 
Process 

Environment 1,50 

Absence Operational Employee Social 3,00 

Training hours Management Employee Social 3,00 

Employee 
satisfaction 

Operational Employee Social 2,00 

Turnover of  
KVC & ATD 

Operational Employee Social 3,00 

Employee dialogues Management Employee Social 1,00 

Females in  
management 

Operational Employee Social 1,00 

Equal opportunities management Employee Social 2,00 

Employment safety  management Employee Social 2,00 

3b 

Freedom of  
collective bargaining  

management Employee Social 3,00 

Table The categorization and the detailed weighting of the indicators used at 
ITT Flygt AB.  
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The index calculations have been performed in a Microsoft Excel spread-sheet. 

The following column-titles were used: 

Sheet 
position 

Column- 
title 

Content in the cells of the column 

A indicator The indicators are noted, their definitions and 
units are also stated. 

B source From who or where the information of the value 
of the indicator comes. 

C BSC The categories of the indicators according to the 
Balanced Scorecard are given. 

D mngm/oper The indicators are categorized according to if 
they are measuring management of sustain-
ability or measuring operational performance of 
sustainability. 

E Sustain The indicators are categorized according to if 
they are economic, environmental or social 
indicators. 

F data the values of the indicators 
G character- 

rizaton. 
Characterization; the interpretation of the score-
table for each indicator. Here one can read what 
values of the indicator would render the score 
“+3 Noticeable positive impact”. 

H score the scores of the indicators 

I weight The weights of the indicators. 

J weighted 
score 

The weights X the scores 

Table The column-titles of the Microsoft Excel spread-sheet for calculations 
of the ITT Flygt Sustainability Index. 

Now, the sum of Column J represents the value of the ITT Sustainability index.  

To get the sub-indices one will look at the C-E columns; for instance the C-

column showing the BSC categories. If every indicator categorized “Business 

Process” is extracted, and their weighted scores are added, that will be the value 

of the Business Process sub-index.  
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(This was sorted and added up in a separate sheet per sets of categories. Then 

the sub-indices were transferred to a summary-sheet.) 

A simplified example of only two indicators is shown below: 

indicator data characterization score weight 
weighted 
score 

Customer 
use 5,14 

 10 >10% 
 5 5-10% 
 3 3-5% 
 1 0-3% 
 0 0% 
 -1 -(0-5%) 
 -3 -(5-10%) 
 -10 -(10-15%) 
-100 <-15% 5 3,50 17,5 

priority of 
sustainabi
lity 

discu
ssion  

 10 good examples 
 5 implemented procedures 
 3 policy 
 1 discussions 
 0 no discussion 
 -1 – 
 -3 negative examples, 

no discussions 
 -10 media scandal 
-100 severe scandal 1 6,00 6,00 

Sum Total     23,5 
Table An excerpt of the Microsoft Excel spread-sheet for calculations of the 
ITT Flygt Sustainability Index. 

The tables in the characterization-column are based on Table 4 in Chapter 7. In 

order to settle the ranges to each score, data were quantitatively compared to 

internal targets, policies, other ITT Industries and to Swedish engineering 

industries in the IVL study (Åhman et.al. 2002). This benchmarking provided 

the basis on which to judge if data represents good or bad results.  

This example also shows that the sum of the last column, the weighted scores, 

delivers the index-value.  

The summary of all indicators and years are reported in Table 6 in Chapter 9. 


