
 
 

  



 
 

  

 
 

Acknowledgements 
 
Civic Exchange acknowledges the assistance and guidance of the following individuals 
and organizations in preparing this report:  
 
 

Ray Anderson, Interface Inc. 
 

Brenda Bateman, International Resources Group 
 

Mike Bertolucci, Interface Inc. 
 

E. Milton Bevington, Servidyne Systems, LLC 
 

Paula Lawton Bevington, Servidyne Systems, LLC 
 

Glenn Frommer, Mass Transit Railway (MTR) Corporation 
 

The Esquel Group 
 
 
 

Civic Exchange also thanks the Hongkong and Shanghai Banking (HSBC) Corporation 
for their support for this project.  



 
 

i  

Table of Contents 
 

An Introduction to ‘Measuring Sustainability’ 1-5 

• Study Aims  1 
• Civic Exchange Aims  1 
• Methodology  2 
• Limitations  3 
• Sustainable Development  4 
• Measuring Sustainability  4 
• Global Reporting Initiative  5 

A Sustainability ‘Snapshot’ - The Esquel Group  6 

• Introduction to the ‘Snapshot’  6 

Introduction to EG 6-7 

• Introduction to EG  6 
• What does EG do?  6 
• Where is EG located?  7 
• What is EG’s Mission?  7 
• Who are EG’s customers?  7 
• How does EG operate?  7 

EG and Sustainable Development 8-10 

• EG’s Sustainable Development Mission  8 
• A Sustainable Development Strategy  8 
• Sustainable Development Team  8 
• EG’s Commitment to Sustainable Development  8 
• Communication and Sustainable Development  9 
• Creativity 2000  9-10 

Planet: Managing EG’s Environment  11-17 

• EG’s Environmental Impacts  11 
• Environmental Management and ISO 14001 Certification  11-12 
• Resource Consumption  12 
• Waste 13 
• Environmental Initiatives and Achievements  13-17 
• Observations  17 

People: Managing EG’s People  18-26 

• What they do 18 
• Where they are 18 
• EG Employees  19 
• Wages  19 
• Benefits  20 
• Training  20 
• EG’s Code of Conduct  21-22 
• External Audit, Memberships and Certifications  22-23 
• Community  23-24 
• Stakeholders 24-25 
• Observations  25-26 



 
 

ii  

Profit: Managing EG’s Profits 
 

27-28 
• Profits and Sustainable Development  27 
• GRI Reporting 27 
• EG’s Profits and Disclosure Policy 28 
• EG’s Major Expenses  28 

Our Observations and Recommendations  29-36 

• Overall Observations 29-30 
• Developing a Sustainable Development Strategy 31-34 
• Implementing Sustainable Development  35 
• Reporting on Sustainable Development  36 

Conclusion 36 

Bibliography  37 

Appendix – GRI Checklist (adapted by Civic Exchange) 38-47 



CIVIC EXCHANGE - MEASURING SUSTAINABILITY 

  1 

 
AN INTRODUCTION TO MEASURING SUSTAINABILITY 

 
 
Study Aims 

 
The concept of sustainability has become more familiar in Hong Kong but 
the discussion of how organizations can become more sustainable in terms 
of economic, environmental and social performance is still at an early stage. 
Learning comes from doing. The more that an organization is prepared to 
try new ways of doing things, the more likely it is that the organization will 
find practical alternatives. In seeking support for this Study, we aimed to 
work with organizations that have already taken positive steps towards 
sustainability so that these efforts could be examined and shared with a 
wider audience.  
 
With the support of the Hongkong and Shanghai Banking Corporation 
Limited (HSBC), Civic Exchange was able to work with a leading Hong Kong 
company in order to record its sustainable development efforts and explore 
how to measure the environmental, economic and social sustainability of an 
organization. By learning about the company’s experience in integrating 
sustainable measures into its management decisions and sharing these 
experiences with other groups, Civic Exchange hopes to raise awareness of 
sustainable development and inspire other organizations to consider how to 
adopt and measure steps towards sustainability in the future. 
 
This report provides a case study of The Esquel Group (EG), a prominent, 
Hong Kong-based textiles and garments manufacturer.  
 

 
Civic Exchange 
Aims  
 

 
Organizations create impacts at various levels: locally, regionally, nationally 
and internationally. Some impacts are well understood and easily 
measurable, while others present more challenges owing to their complexity, 
variety, uncertainty and synergy. Our aim therefore was to identify an 
organization that would be willing to share information with us and to use 
this information in a case study on the development and implementation of 
sustainable development approaches within an organization. 
 
Case studies provide a powerful tool for exploring and communicating how 
decisions are made by organizations and what outcomes have been 
achieved. However, due to limitations in time and resources available, this 
Study is not an all-encompassing, comprehensive study. This Study is also 
not an audit. Our aim is to provide a ‘snapshot’ of EG’s attempts to makes 
its operations more sustainable. The Study therefore focuses on the specific 
situations and scenarios initiated and implemented by EG that represent 
sustainable development.   
 
By presenting a snapshot, we hope to assist the company in identifying 
areas it may need to focus on to further integrate sustainability measures 
into its day-to-day management processes in the future. We also hope that 
the methodology developed as part of this Study, which is relatively simple 
and low-cost, can easily be used by many organizations to help them 
become familiar with what sustainable development means in practice. This 
approach may be a useful first step for organizations to identify and 
measure their sustainability before embarking on lengthy and expensive 
professional assessments and audits. 
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Methodology 

 

 
Stage One 
 
Methodology – 
presenting a 
snapshot…   

 
Identification of Methodology 
 
The aim of this Study was not to produce a comprehensive sustainability 
report for the chosen organization but to present a snapshot of current 
operations, i.e. a summary of the organization’s environmental, economic 
and social performance. We used the Global Reporting Initiative (GRI)1 
Sustainability Reporting Guidelines as the basis for developing a generic 
checklist to identify key issues concerning an organization’s environmental, 
economic and social performance (see page 5 of this report for more 
information on GRI). 
 
The Checklist (see Appendix) presents reporting indicators of performance. 
It was developed as a guideline for investigation and use during discussions 
and site visits with the relevant organization. The Checklist is based on the 
June 2000 version of the GRI Sustainability Reporting Guidelines. 
 

 
Stage Two 
 
… the search for 
organizations 
that are taking 
sustainable 
development 
seriously…  

 
Identification of Participating Organizations 
 
Civic Exchange’s criteria were straightforward. We looked for an organization 
that was taking sustainable development seriously and had already taken on 
board some of the key issues that constitute sustainable development.  
Moreover, the organization had to be willing to spend time completing the 
checklist and meeting with the researchers in order to explain the 
organization’s management practices in detail as well as answer additional 
questions.    
 
EG is one of two organizations that we have selected for a case study. 
Research on the second organization will commence in July/August 2002. 
We have therefore created this report in a way that allows it to be a stand-
alone case study. 
 

 
Stage Three 
 
… interacting with 
participating 
organizations…  

 
Interviews/Site Visit with Participating Organization  
 
To date, Civic Exchange has held a series of interviews with representatives 
of EG. The Group was provided with a copy of the Checklist, which was 
followed by a line-by-line explanation of the contents of the Checklist. EG 
was then responsible for working through the Checklist independently and 
identifying areas where it was able to provide further information in terms of 
its environmental, economic and social performance. 
 
Civic Exchange researchers also carried out site visits to a number of EG 
factories in Gaoming, Guangdong Province, in order to get a better 
understanding and appreciation of the activities being undertaken by EG.  
Researchers were able to observe the following stages of operation during 
the visit: spinning, dyeing, weaving, knitting, cutting and sewing garments, 
creating accessories, and finishing and packaging. 

                                                 
1 1 For more information on GRI and the Sustainability Reporting Guidelines see www.globalreporting..org. 
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EG also grows cotton in Xinjiang Province. Since completing the draft report, 
the researchers have had the opportunity to visit EG’s weaving factory in 
Turpan, Xinjiang Province. Although EG also produces garments in other 
countries, such as Vietnam and Mauritius, it was not possible to visit 
factories in these countries. 
 

 
Stage Four 
 
… identifying 
sustainable 
development 
initiatives with 
EG…  

 
Information Collection 
 
• Completion/Review of Checklist by Participating Organizations 

 
As EG worked through the Checklist, there was a need to adapt some areas 
in order to target the actual activities of EG. 
 
• Results and Findings  

 
It took considerably longer than was initially expected to obtain sufficient 
data and information for Civic Exchange to be able to undertake a 
sustainability ‘snapshot’ as certain information had to be prepared by EG for 
the purpose of this project.  
 
In addition, some of the information requested was sensitive and proprietary 
in nature, such as financial information. Since EG is a private company, its 
data is not usually made publicly available. For the purpose of this report, 
we have only used information that in EG’s view can be disclosed to the 
general public.   
 

 
Stage Five 
 
… presenting our 
‘snapshot’…   

 
Write Report and Present Recommendations 
 
The following is a sustainability ‘snapshot,’ i.e. a summary of the measures 
EG has undertaken in the last few years to see that its operations and 
activities continue to function while minimizing their impact on the 
environment and the communities affected by EG operations, including EG 
employees and the communities living within close proximity to EG facilities 
and operating plants. The Report also includes Recommendations for EG in 
achieving further sustainability since, as with any organization, the quest for 
sustainability should be on-going. 
 

 
Limitations 
 
..limitations 
included lack of 
data, being 
outsiders looking 
in and the …  
ability to verify  
information was  
limiting…  
 
 

 
While we have sought a variety of data, some information has yet to be 
collected and thus was not available for this ‘snapshot’ analysis. It was also 
not an easy task for outside researchers to obtain some types of information 
given practical constraints on confidentiality, time and resources. 
Furthermore, the approach of adopting the GRI Sustainability Reporting 
Guidelines for the purposes of this study and using them as a checklist to 
assess this organization’s sustainability performance was experimental in 
nature.     
 
It is important to note that due to the nature of the project, there was 
limited opportunity to verify the information provided by EG and thus this 
report cannot be considered a sustainability audit or sustainability report. 
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Sustainable 
Development  
 
Our starting point  

 
Sustainable development means different things to different people.  We 
used two definitions of sustainable development, reflecting both an 
international perspective and a local, Hong Kong perspective, as an 
introduction to the Checklist to ensure that EG and Civic Exchange had a 
common understanding for the purpose of the Study:  

 
"Sustainable Development is development that meets the needs of present 
without compromising the ability of future generations to meet their own 
needs." 

 (World Commission on Environment and Development, Brundtland Report, 1987) 
 

A derivation of the above definition was published by the HKSAR 
Government.    

 
"Sustainable development for Hong Kong balances social, economic, 
environmental and resource needs both for present and future generations, 
simultaneously achieving a vibrant economy, social progress and a high 
quality environment, locally, nationally, and internationally, through the 
efforts of the community and the Government.” 

 
(HKSAR Government, Sustainable Development for the 21st Century (SUSDEV 21), 1997)  

 
In the business world the concept of sustainable development includes areas 
such as environmental responsibility, as well as corporate citizenship, 
business ethics, social policy and corporate social responsibility. These are 
all a part of sustainable development but the links between these areas are 
often overlooked. Sustainable development is too often only considered to 
cover issues relating to environmental protection and conservation. 
Sustainable development and sustainability are in fact much wider concepts 
that embody holistic thinking and integrated approaches.   
 

 
Measuring 
Sustainability 
 
… measuring the 
environmental, 
social and 
economic 
performance of 
an organization…  

 
Measuring sustainability is linked to the three baseline concepts of 
sustainable development. It involves measuring the economic, social and 
environmental performance of an organization.  These are defined by the 
GRI as follows:  
 

• ENVIRONMENT: Including for example, impacts of processes, 
products, and services on air, water, land, biodiversity, and human 
health.   

• SOCIAL: Including for example, workplace health and safety, 
employee retention, labor rights, human rights and wages and 
working conditions at outsourced operations.   

 

• ECONOMIC: Including for example, wages, benefits, labor 
productivity, job creation, and expenditures on outsourcing, 
expenditures on research and development, and investments in 
training and other forms of human capital. The economic element 
includes, but is not limited to, financial information.  

    (Global Reporting Initiative, Sustainability Reporting Guidelines on Economic, 
Environmental and Social Performance, June 2000) 
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It should be noted that measuring and reporting on sustainability, 
internationally and locally, is still a relatively new undertaking and that social 
performance indicators in the context of sustainability have not been subject 
to as much review, assessment and pilot testing as environmental 
performance indicators.  
 
The process of identifying environmental indicators and reporting on 
environmental practices has evolved over a period of 20 years. Common 
standards for environmental reporting therefore reflect a shared 
understanding of environmental processes.  
 
In contrast, social and economic indicators are less developed in terms of 
experience and consensus. Although financial indicators are perhaps the 
best developed, the experience of applying these standards to sustainable 
development is still new.  
 

 
Global 
Reporting  
Initiative (GRI) 

 
Established in 1997, the GRI mission was to develop a common and broadly 
accepted international framework for businesses, governments and non-
governmental organizations (NGOs) wishing to report and communicate 
information on their economic, environmental and social performance. 
Convened by the Coalition for Environmentally Responsible Economies 
(CERES) in partnership with the United Nations Environment Program 
(UNEP), the GRI incorporates the active participation of corporations, NGOs, 
accountancy organizations, business associations and other stakeholders 
from around the world.     
 
The GRI Mission Statement makes good sense on paper; the challenges 
come during implementation:   
 
“GRI promotes international harmonization in the reporting of relevant and 
credible corporate environmental, social and economic performance 
information to enhance responsible decis ion-making. The GRI pursues this 
mission through a multi-stakeholder process of open dialogue and 
collaboration in the design and implementation of widely applicable 
sustainability reporting guidelines.” 
 
In June 2000 GRI published the Sustainability Reporting Guidelines on 
Economic, Environmental and Social Performance, which were used as the 
supporting document to this report.    Following on from that, in 2002 GRI 
established itself as a independent entity in 2002, announcing a new board 
of directors and a new stakeholder council.  It plans to establish its 
headquarters in Amsterdam before the end of 2002.    
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A SUSTAINABILITY ‘SNAPSHOT’ 
THE ESQUEL GROUP 

 
 
Introduction to 
the ‘Snapshot’  

 
We divided the ‘snapshot’ into three key areas:   

• Planet (the natural environment);  

• People (various stakeholders, including employees and 
communities living/working near EG sites); and  

• Profit (economic profits and considerations).   

It is important to note that this division was made only for ease of 
presentation and not because the three performance areas are not linked. 
In fact, the situation is quite the reverse. It is actually more difficult to 
write about the three areas separately as they are interlinked and are all 
part of achieving a sustainable quality of life.   
 
For example: In 1999, EG spent US$3.6 million on developing a 
wastewater treatment facility at one of its plants in China. While the 
environmental benefits of treating wastewater are obvious, especially for 
the community who uses the water, EG believes that this initiative will also 
have long-term economic benefits.   
 
This reflects the fact that EG’s investment has increased pressure on the 
local authorities to implement regulations requiring all local producers to 
treat their wastewater. The local government has subsequently announced 
informal plans to enforce wastewater treatment over a reasonable period 
of time. EG believes that enforcement of this regulation will ultimately lead 
to a reduction in competitors, as some groups may not be willing to 
commit to the investment required to clean up their waste. Furthermore, 
EG feels that being able to show customers that its operations are more 
environmentally sound provides a competitive edge and ultimately 
contributes to shareholder value. 
 

 
INTRODUCTION TO EG  

 
Introduction to 
EG 
 

 
Y L Yang established EG in 1978 with the vision of building a company that 
produced the finest cotton garments in the world. Today, chaired by his 
daughter, Marjorie Yang, Today the Group is the world’s leading cotton 
apparel manufacturer – and produced 60 million pieces of garment with 
US$500 million in revenues in 2000.   
 

 
What does EG 
do?  
 
…  leading cotton 
apparel 
manufacturer 

 
EG has a fully integrated production process that includes cotton farming, 
spinning, dyeing, weaving, knitting, cutting, sewing garments, producing 
accessories, finishing and packaging its products and exporting products all 
over the world. Over 60% of EG’s sales are to the US, 30% are to Europe 
and Japan and the remainder is sold to other markets including China, a 
new market for EG products. 
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Where is EG 
located?  
 

 
EG’s head office is located in Hong Kong with sales offices in the US, UK, 
France, Japan and mainland China. Apart from its China facilities, EG has 
factories in Mauritius, Sri Lanka, Malaysia, Philippines (joint venture) and 
Vietnam, and employs 44,000 people who produce some 60 million pieces 
of garments for the international market each year.   

 
 
What is EG’s 
mission? 
 

 
EG’s Mission Statement 

 
‘A Company of Fun People, Serving Happy Customers’ 

 
 
Who are EG’s 
customers?  
 
… some of the 
world’s best known 
fashion names…  
 

 
EG has built an impressive customer profile, including some of the world’s 
best known fashion names, including Tommy Hilfiger, Abercrombie & Fitch, 
Eddie Bauer, Brooks Brothers, Hugo Boss, Nike, Lands’ End, Nordstrom, 
Muji and J Crew. Their products are sold around the world, with their main 
markets being the US, Europe and Japan.  
 

 
How does EG 
operate?   
 
… a one-stop shop 
vertical supply 
chain…  

 
EG is unique in that it is a vertically integrated company, or a ‘one-stop 
shop vertical supply chain,’ i.e. its operation encompasses all of EG’s 
operations from cotton growing right through to the manufacture and 
distribution of its garments.   
 
This level of integration ensures that quality and lead-time are controlled 
throughout the manufacturing process and means that EG is responsible 
for each step in this process, from growing cotton to making garments to 
distributing them to the customer.  
 
This in turn means that EG is responsible for all impacts caused by its 
business – environmental, social and economic. EG is unusual among its 
competitors in that it is fully integrated. Its strategy in adopting this 
approach is to maintain the quality of its products worldwide since it has 
direct control over the entire manufacturing process. 
 
EG also employs a large number of suppliers throughout the world who 
assist in the provision of certain raw materials, accessories, labels, 
packaging etc.  
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EG AND SUSTAINABLE DEVELOPMENT 

 
EG’s Sustainable 
Development 
Mission  
 

 
EG’s Sustainable Development Mission Statement: 

 
“EG recognizes the importance of sustainable development and 

actively advocates sustainability in all the places where it invests.” 
 

 
A Sustainable 
Development 
Strategy  
 
… in the pipeline…  
 

 
Although EG has a sustainable development mission statement and has 
implemented a number of sustainable development initiatives, it does not 
yet have a holistic sustainable development strategy that encompasses the 
company’s environmental, social and economic performance. However, EG’s 
management has implemented a number of strategies within specific 
departments, including the Information Technology, Sales, Operations, 
Management and Human Resources Departments, which are intended to 
provide a platform for EG to develop and implement sustainable 
development initiatives on a broader level.   
 
All initiatives promoting sustainable development that have been 
implemented by EG to date are as a result of management encouragement 
for all EG employees to work with a ‘creative spirit’ to enhance and improve 
EG activities, operations and processes. Examples of existing initiatives are 
included under the Planet and People sections of this Report.     
 

 
Sustainable 
Development 
Team  
 
… establishing a 
sustainable 
development 
manager and 
department…  

 
EG’s Sustainable Development Team was established in 1999.  The team 
comprises a dedicated manager (SD Manager) who reports to the Senior 
Communication Manager and who is supported by personnel from other 
departments, such as Human Resources, Sales, Finance, Administration, 
Communication and Marketing.  
 
The SD Manager is responsible for ensuring that sustainable development is 
implemented throughout the company’s operations and activities. This 
encompasses all issues and responsibilities relating to the environmental, 
social and economic management aspects of the company. 
 
Overall, EG’s Sustainable Development Team endeavors to ensure that all 
employees and contractors – from the cotton growers to top management – 
implement the concepts and principles of sustainable development 
throughout the company.  

 
 
EG Commitment 
to Sustainable 
Development  

 
• Established a Sustainable Development Department at head office in 

Hong Kong. 
• Initiated Sustainable Development Conferences in 2001 and 2002.  The 

objectives of the conferences were to: 
q Cooperate with governmental bodies and academic institutions in 

raising awareness of sustainable development in China; 
q To demonstrate EG’s core values on environmental protection and 

social and corporate responsibility; and 
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q To explore the issues of sustainable development through seminar 
and group discussion. 

• Commit to its factories being certified by Worldwide Responsible Apparel 
Production (WRAP) 

• Joined as a Member of the United Nations’ Global Compact Initiative 
• Supporter of the United Nations Education, Scientific and Cultural 

Organization (UNESCO) Cultural Heritage Protection Programs 
• Certifications received to date by a number of EG facilities:  

q ISO 14001 (see Page 11-12) 
q ISO 90002  
q Oeko-tex 100 certification3   
 

 
Communication 
and Sustainable 
Development  
 
… implementing 
eSCM to take 
control of supply 
lead times and to 
increase 
efficiency…   

 
EG recognizes that sustainable development and an effective communication 
system are closely linked. Through the recent development and 
implementation of a Supply Chain Management System (eSCM) – an 
information technology-assisted management system developed for EG to 
consolidate information about the whole group into one system – EG has 
enhanced its communication system to take control of supply lead times and 
to increase the overall efficiency of the company.   
 
eSCM is all encompassing in that it incorporates the management of three 
‘flows’ – information, physical goods and financial considerations - therefore 
providing EG management with a clear overview of EG and the overall 
sustainability of its operations. 
 

 
Creativity 2000 

 
To further enhance and improve internal performance EG launched an 
internally focused competition called Creativity 2000 during the year 2000. 
Through Creativity 2000 EG management aimed to cultivate and nurture the 
creative spirit of the organization. As part of the competition, EG created 4 
E-Cultures which became the four key areas for the competition: 
  

• Electronics  

• Environment  

• Education  

                                                 
2 ISO 9000 is primarily concerned with "quality management".  The standardized definition of "quality" in 
ISO 9000 refers to all those features of a product (or service), which are required/consumed by the 
customer. "Quality management" means what the organization does to ensure that its’ products conform to 
the customer's requirements.  For more information on ISO 9000 see www.iso.ch/iso/en/iso9000-
14000/iso9000/iso9000index.html 
3 A standard developed by a European group of textile institutes as a testing program to screen for the 
presence of certain hazardous elements and compounds within consumer textiles.    
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• Exploration 

The impacts of some of the initiatives implemented as a result of Creativity 
2000 have been far-reaching and have affected EG’s operations across the 
board, including the development of new methodologies and mechanisms to 
boost creativity, productivity and provide cost-saving measures.  Some of the 
results are discussed further in the following sections on Planet, People and 
Profit.   
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PLANET: MANAGING EG’S ENVIRONMENT  
 

 
EG’S 
Environmental 
Impacts 
  

 
As EG’s operations are many and wide-ranging they are not easy to manage. 
The environmental impacts of growing cotton are very different than those 
encountered at the dyeing plant, and also different than those created by 
the fleet of vehicles used to distribute the final products.  
 
This means that each of EG’s sites – cotton fields, factories, transport depots 
and offices – needs to be managed differently according to the main 
activities at each site.   
 
Since 1999, EG has taken aggressive steps to identify the environmental 
impacts of its business, including: 

• Resource Consumption (including cotton, water, energy and 
office/factory space)   

• Emissions (transportation and energy use)  

• Effluent Discharge 

• Solid/Liquid Waste/Waste Recovery  

• Material Handling and Storage 

• Noise/Vibrations  

• Habitat Ecosystems/Land Use  

• Emergency/Contingency Planning  

For each of these impacts EG has identified and implemented measures to 
reduce their environmental impacts or is in the process of doing so.   
 
To facilitate the management of environmental impacts EG is working 
towards implementing ISO 14001 throughout its operations and where 
possible is trying to influence its suppliers and contractors to do the same.  
  

 
Environmental 
Management 
and ISO 14001 
Certification  
 

 
10 EG factories now implement an ISO 14001-certified Environmental 
Management System (EMS). By the end of 2002, four more factories will be 
certified and by the end of 2003 EG hopes to have received corporate-wide 
ISO 14001 certification of its 16 factories. 
 
ISO 14001 4  is a voluntary, auditable system standard (and not a 
performance standard) for environmental management and is part of the 
international ISO 14000 series for environmental management standards.  
ISO 14001 provides a framework for environmental performance 
improvement, control and regulatory compliance as well as a means of 
demonstrating commitment to customers and stakeholders, support for 
environmental protection and pollution prevention in balance with socio-
economic needs.           
 
Therefore the aim of any EMS, whether it has been ISO 14001 certified or 

                                                 
4 For further information on ISO 14001 see www.iso.ch/iso/en/ISOOnline 
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not, is to manage an organization’s interaction (or impacts) with the 
environment in such a way as to ensure that it is controlled and where 
possible improvements are made and maintained.  Once the impacts have 
been identified an organization is required to set objectives and targets to 
address those which cause significant impacts and over which an 
organization can be expected to have influence.   
 
With this in mind and as part of the implementation of the ISO 14001-
certification process, each EG factory has had to identify and produce a 
register of the individual environmental impacts relevant to its operations 
and activities.   
 
EG must also provide independent auditors with sufficient evidence to prove 
that effective control measures are in place to manage these impacts, as well 
provide improvements in environmental management and performance.   
 
Workers at all levels are given environmental training and are instructed to 
follow environmental procedures and instructions to ensure that they are 
fully aware of and understand how to implement the EMS in their specific 
areas of work.   
 
EG sees the implementation of an effective EMS as a means to ensuring legal 
compliance and creating further economic benefits. One of the underlying 
principles of environmental management is that “less is more” - resources 
that are used efficiently and effectively enable businesses to produce more 
with the same amount of materials and energy, thus helping the 
environment and the bottom line. 
 

 
Resource 
Consumption 

 
The figures in the table below are from one of the EG factories based in 
Gaoming and provide an indication/example of the quantities of resources 
that EG consumes annually in a typical factory and the challenge it faces in 
terms of resource management and reduction:  
 
Resource Consumption:  

Resource  
 

Quantity per 
Year 

How much is that really?   

Fuel Oil  34,000 tons Enough fuel for a car to travel 
10,000 times around the Earth 

Electricity 104,000,000 kWh 
 

The equivalent of operating 8,100 
air conditioners 24 hours a day for 
a year  

Water  7,630,000 tons  
 

Enough to fill 160,000 Olympic-
sized swimming pools  
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Waste 

 

How much waste does a typical factory produce? 

Waste:    

Material   Quantity per 
Year 

How much is that really?   

Paper  1,440 tons  Equivalent of 1.7 millions copies of 
a standard-sized Bible 

Water 7.02 million tons Enough to fill 147,000 Olympic-
sized swimming pools 

Garbage 
(not paper)  

5,700 tons  Enough to cover 10 football 
pitches    

 
Environmental 
Initiatives and 
Achievements 

 
Certain environmental initiatives that are now in place at EG are described 
below. However, as this report only provides a snapshot of EG operations, it 
is not possible to list all of the EG initiatives that affect the environment.   
 
EG has analyzed and altered simple factory processes to achieve 
environmental and economic benefits. For instance, by reusing cooling and 
condensed water for dyeing and finishing processes, EG saves water and 
energy and therefore also saves money.     
 
EG’s achievements so far in terms of environmental practices and policies 
have been impressive, particularly when they are equated to savings in dollar 
terms. The tables below are representative of how improving environmental 
performance has meant enormous cost savings for EG’s Gaoming factory 
over the past few years.   
 
Cost Savings in 1999:   Cost savings in 2000:  
Project  USD m  Project  USD m 
Recycle cooling and 
condensed water  

1.26   Decrease chemicals 
in finishing  

0.30 

Decrease packaging 
materials  

0.02   Reduce water in 
dyeing  

0.27  

Frequency inverter 
for boiler  

0.13   Emulsify heavy oil  0.44  

Total:   1.43   Total:   1.01  
 
EG has implemented improvements in the area of resource consumption, 
including reductions in the consumption of water, yarn, electricity, chemicals 
used in the finishing and dyeing processes, and heavy oils. For example, 
waste yarn is now recycled into the second level of production.    
 
In addition, EG has managed to reduce noise levels in some of its factories, 
providing employees with a more pleasant working environment and 
lowering neighborhood noise pollution.  
 
EG has also implemented an effective classification and storage system for 
hazardous waste, the disposal of which now complies with local regulations.  
 

The initiatives described below are examples that clearly show how 
innovation can provide environmental, economic and social benefits to the 
company, its employees and people living and working near EG’s sites.   
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Sustainable Cotton 
Coloration   

 

Where?   Gaoming - Knitting factory 

When?   Initiated in 2000 and still ongoing 

What?   Sustainable Cotton Coloration 

Program Costs?   Nil  

Savings:  1999 - HK$252.75 plus HK$159.19 per ton of fabric. This results 
in overall costs savings of HK$571,465 per year. 

Objective:  This initiative focuses on reducing the effluent pollution from 
dyeing processes. The aim of the project is also to cut costs and reduce the 
use of natural resources. 

How it works:  By changing the chemicals used in the pre-treatment dying 
process, EG was able to simplify the chemical combination and reduce the 
amount of effluent chemical oxygen demand (COD) and biochemical oxygen 
demand (BOD) pollution. (COD and BOD are measurements commonly used 
to determine water quality).  Clay-based chemicals were used instead of 
phosphor emitting chemicals and a bio-enzyme was used to remove residual 
Hydrogen Dioxide (H2O2) from the waste effluent.    

Environmental benefits:  

• Reduction in effluent toxicity: 

− COD is decreased 44% by clay-based process 

− COD is decreased 36% by bio-enzyme process 

• Reduction of 256,920 tons of effluent per year 

• Savings in effluent-treatment expense 

• Savings in water, electricity, steam: 

− Water: 256,920 tons per year 

− Electricity: 435,000 kWhs per year 

− Steam: 36,180 tons per year 

• Reduced fabric creasing 

• Shorter production times 
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Wastewater 
Treatment Plant 

 
Where?   Gaoming 

When? 1999 

What?  Developing a wastewater treatment facility  

Program Costs?   US$3.6 million 

Savings: No direct financial savings (see environmental benefits below) 

Objective: The new system helped to reduce the volume of water used in 
piece dying, which reduced the amount of chemicals used in the process – 
and cut costs in terms of chemical and fuel consumption.   

How it works: The system treats wastewater from the factories and the 
domestic water system using a sedimentation tank, biophysical plant (where 
biological digestion occurs), dehydration tank and a sludge tank.   
 
Environmental benefits: Water is cleaned before being returned to the 
river, which effectively reduces the impact that EG’s operations would 
otherwise have on the environment.  The reduction in the levels of polluting 
effluent affects the water quality not only around the manufacturing facilities 
but also those areas through which the river runs.   
 
The water quality improved dramatically – it went from this to… … … … .. this:  
 
 

 
 

 
 
Purchasing 
Management 
Information 
System (PMIS) 

 
Where?   Gaoming and Xinjiang Province  

When?   2000 

What?  Purchasing Management Information System (PMIS)  

Program Costs?  Minimal outside costs were incurred as the program 
leveraged from an existing company intranet. 

Savings?  HK$1.4 million for August 2000 to July 2001  

Objective:  The project had a number of objectives, the primary one being 
to simplify and automate procurement processes in accordance with ISO 
9002 standard operating procedures, including the creation of a fully 
integrated inventory and purchasing system.   

How it works:  By integrating the purchasing system data via a web- 
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enabled automated system, every factory in China and Hong Kong can now 
access and make decisions using current and consistent data, which 
significantly reduces lead times as well as resource consumption in particular 
with regards to paper.  The new system leveraged off the existing company 
intranet via a simple browser.  
 
Environmental benefits: 
• Increased efficiency 

− Ability to produce purchase orders more than doubled 

− Report preparation reduced from 10 days to 0.5 days 

• Simplified purchasing process and greater transparency in paper flow 

• Less paper wastage  

 
Waste Recycling 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Where?   Enterprise Management Office, Gaoming  

When?  1999 and 2000 

What?  Reducing resource and energy use and recycling waste  

Program Costs?  Minimal cost to EG 

Savings?  HK$1.07 million in 1999 and HK$0.91 million in 2000.   

Objective:   

• Minimize the impact of production operations on the environment; 

• Improve performance by reducing operational costs; and  

• Raise awareness of the importance of using energy efficiently.   

How it works: Implementation of ISO 14001 involves a commitment to 
improve continuously.  This has forced the Gaoming factory to take serious 
account of its waste recycling process. 
 
A study of all aspects relating to waste was carried out by EG and where 
feasible, reduction initiatives were instigated to reduce consumption of 
resources and waste production as well as to identify ways to reuse or 
recycle waste if possible.  For example waste yarn, fabric, plastic, metal 
tanks (used for dye storage) and paper are sold to factories for further use.  
Wastewater is also treated before being discharged.  Every waste-creating 
department is required to implement initiatives that reduce initial resource 
consumption and waste or that ensure waste is reused or recycled in some 
way.    
 
Environmental benefits: 
Environmental benefits to date include the following: 
 
• Recycling of cooling and condensed water; 

• Decrease use of packaging materials; 

• Decrease frequency inverter for boiler; 

• Switch to using energy saving electronic ballasts (for indoor lighting); 

• Reduce use of chemical finish; 
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• Reduce use of water in piece dyeing; and 

• Reduce use of emulsion oil.  
 

 
Observations  
 
… workers at 
ground level are 
usually in the best 
position to 
understand how 
processes … can 
best be adapted to 
increase efficiency 
and to provide 
environmental 
benefits to the 
overall 
operations... 
 

 
EG has been working hard to combine technology and technique to protect 
the environment. The environmental benefits and economic savings 
associated with these improvements are evident in many of the facts and 
figures presented above.   
 
EG is clearly aware of the areas where it uses the most resources and is 
working to improve resource use efficiency.   
 
In addition, EG encourages the workers to come up with ideas for 
improvement.  This is an extremely effective means of sustaining staff 
interest and morale as well as being an effective means to working out 
environmental improvement initiatives.  Workers at ground level are usually 
in the best position to understand how processes and practices carried out 
on a daily basis can best be adapted to increase efficiency and to provide 
environmental benefits to the overall operations.  
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PEOPLE: MANAGING EG’S PEOPLE 
 

 
What they do 
 
 
 
 
… 44,000 
employees,  
16 factories,  
7 countries…  
 

 
With operations ranging from cotton fields to hi-tech machinery to retail 
sales, EG employs around 44,000 individuals with diverse backgrounds and 
experiences. 
 
What they do: * Factory Office Total
Garment 65.3% 8.5% 73.9%
Weaving and Knitting 12.0% 2.8% 14.7%
Spinning 5.7% 0.8% 6.5%

Accessories and Printing 2.7% 0.7% 3.3%
Headquarters 0.0% 1.1% 1.1%
Other 0.3% 0.3% 0.5%
    
 85.9% 14.1% 100.0%

* Excludes employees of joint venture entities.    
  

Almost 86% of EG’s 44,000 employees work in 16 factories located in seven 
Asian countries. The majority of factory workers are women from rural 
backgrounds. The youngest worker is aged 18 although the average age is 
around 20. 
 

 
Where they are 
 
 
 
 
 
 
 
 
 
 
… import quotas 
imposed on China 
have forced EG to 
expand its 
operations …  
 
… .price is not the 
only distinguishing 
feature… .. 

 
Where they are: * Factory Office Total 
China 47.6% 5.8% 53.5% 
Mauritius 13.8% 2.4% 16.2% 
Sri Lanka/ Maldives 12.6% 2.0% 14.6% 
Malaysia 8.6% 2.0% 10.6% 
Vietnam 2.6% 0.6% 3.2% 
Hong Kong 0.6% 1.2% 1.8% 
Other 0.0% 0.1% 0.1% 
 85.9% 14.1% 100.0% 

* Excludes employees of joint venture entities.
 
The company began operations in China, largely to take advantage of the 
availability and price of labor. However a number of factors including import 
quotas imposed on Chinese exports have forced EG to expand its operations 
worldwide.  While countries such as Vietnam offer competitively priced labor, 
Mauritius offers the incentive of having no import restrictions to the US. 
 
By changing its business focus from high-volume low quality production to 
high-end garments, some of which are now even marketed under EG’s own 
retail brand “PYE,” the company aims to compete in an international market 
where price is not the only distinguishing product feature.  This is an 
important factor for the average worker, whom EG believes is sharing in the 
benefits associated with higher quality customers. 



CIVIC EXCHANGE - MEASURING SUSTAINABILITY 

  19 

 
EG 
Employees 
 
 

 
FAST FACTS –  ALL WORKERS:  

• Earn at least minimum wage; 
• Must have one day of rest every seven days; 
• Are limited in the number of hours they can work per week; 
• Are paid overtime on weekends and holidays; 
• Are provided with medical care and insurance; 
• Are paid for holidays;  
• Are of legal age to work; and 
• Are able to participate in social activities organized by the 

“Esquel Social Club” at each factory and office. 
 

 
Wages 
 
 
 
 
 
 
 
 
 
 
 
 
… .while many may 
view regulations 
on the amount of 
overtime as 
protection for 
these workers, the 
workers 
themselves are 
often frustrated by 
the limitations 
placed on their 
earning ability…  
 

 
Wages and Benefits per garment produced: *  
  US$ 
Mauritius  $0.14 
Vietnam  $0.14 
Malaysia  $0.13 
China  $0.10 
Sri Lanka/ Maldives  $0.08 
Hong Kong  ** 
   
* Average wages (including overtime) and benefits per garment  
   (analysis includes garment factories only) for 2001  
** Hong Kong's production included in figure for China   
 
EG’s garment factory workers are paid a specified rate per garment 
produced. However, these workers are guaranteed at least a minimum 
wage. Localized labor laws regulate the level of the minimum wage and 
accordingly the amount of minimum wage varies from country to country 
and within China it can even vary from province to province.  Similarly the 
minimum working age is determined and regulated on a country basis with 
the minimum age in China being 16 years of age.  There are also restrictions 
on the type of work that children aged between 16 and 18 can do, which 
include a ban on heavy labor and over-time. 
 
In Gaoming, where 42% of EG’s employees work, the minimum age of a 
worker is 16 and the minimum wage is 419 RMB (equivalent to US$50) per 
month.  Overtime must be paid at a scaled rate up to 300% of normal rates 
and regulations stipulate a limit on overtime of 3 hours per day (and 36 
hours per month) per employee. 
 
The irony is that employees are usually eager to work extra overtime in 
order to save more money for those that are dependent on them.  While 
many may view regulations on the amount of overtime as protection for 
these workers, the workers themselves are often frustrated by the limitations 
placed on their earning ability. 
 
Labor laws in China empower local labor bureaus to approve all employee 
contracts, act as watchdogs for fair labor treatment and also serve as 
information collectors for government control purposes. 
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Benefits 

 
Benefits: * % of wages
Vietnam **  29.3%
Malaysia  26.7%
Hong Kong  18.8%
Sri Lanka/ Maldives  16.6%
China  17.3%
Mauritius  15.0%
   
*   Average benefits shown as a percentage of total wages, overtime and 

    benefits costs (analysis includes garment factories only)  
** % is higher than normal as Vietnam only began operations in 2001  

 
… Benefits are 
provided in 
accordance with 
local regulations 
and laws…  
 
… employees are 
given the choice to 
live in factory- 
provided 
accommodation at 
heavily subsidized 
rates or to live 
outside the 
factory…  

 
Benefits are provided in accordance with local regulations and laws, which 
may include discounted meals and accommodation, free transport to work, 
medical insurance, provision of on-site clinics, maternity leave and paid 
public holidays.  
 
Employees are given the choice to live in factory-provided accommodation at 
heavily subsidized rates or to live outside the factory.  
 
Foreign workers located in overseas factories are provided with travel to 
their home country on an annual basis. However, EG is in the process of 
reducing the number of foreign overseas workers, especially where there are 
combinations of workers with culturally diverse backgrounds, such as 
Chinese workers in the Maldives, in preference of expanding manufacturing 
in countries such as Vietnam, where there is no limitation on the availability 
of labor thus reduced need to import workers which often leads to cultural 
alienation for such workers. 
 

 
Training 

 
Training: * % of wages
Malaysia  1.25%
Mauritius  0.39%
Sri Lanka/ Maldives  0.11%
China  0.10%
Vietnam  0.00%
Hong Kong  0.00%
   
* Average training and development expenses are shown as a  
   percentage of total wages, overtime and benefits costs (analysis 

   includes garment factories only)    
 
… .EG implements 
environmental 
training as part of 
their EMS under 
ISO14001… . 

 
EG implements environmental training as part of their EMS under ISO 14001 
(see page 11-12). EG also implements training in areas such as local labor 
laws and employee rights.   
 
In addition further training is also given to office staff via the following 
avenues:   
 
EG Intranet: Staff and management are able to access the company intranet, 
which holds information on overall environmental education for EG. The 
intranet includes examples of greater resource use efficiency within EG as 
well as summaries of resource and cost savings resulting in more efficient 
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usage of resources. 
 
Booklet and Notices: EG produced a booklet on environmental education, 
which was provided to all factory workers in their respective languages. 
Copies of the booklet are also posted on factory notice boards.   
 

 
Skills Certification 
Program 
 
 
… .the objective 
was to upgrade 
machine operator’s 
performance in 
relation to 
productivity and 
quality…  
 
 
 
 
 
 
 
 
 
 
… .EG is now in the 
process of 
implementing the 
SCP to it’s similar 
production 
operations…  

 
EG’s Malaysian operations designed and implemented a Skill Certification 
Program (SCP) that was one of EG’s Creativity 2000 initiatives (see page 9-
10). 
 
The objective of the SCP was to upgrade machine operator performance in 
relation to productivity and quality. The program began in December 1999 
and program measurement was undertaken during 2000.  
 
The SCP involved initial education on SCP objectives and procedures to all 
machine operators, followed by a job knowledge evaluation assessment by 
each operator. Certificates were then issued to successful operators and 
retraining was offered for those that failed. After three failures, operators 
were reassigned duties by the Human Resources Department. 
 
During the SCP monitoring period the following benefits were measured: 

• Total manufacturing time (including processes such as cutting, sewing, 
embroidery, trimming, pressing, packaging and QA/QC) was reduced 
from 30 days to 18 days per garment; 

• Average manufacturing first pass yield (which represents the percentage 
of quality garments produced) increased from 52% to 69%; and 

• Tests involving sampling of operators to measure consistency of 
performance surpassed the majority of pre-set targets. 

EG is now in the process of implementing the SCP for similar production 
operations through its Garment Business Improvement Team (GBIT). The 
GBIT is made up of the factory managers and general managers from each 
factory and meets every quarter to discuss improvements implemented in 
individual factories that can be leveraged and adapted to suit other EG 
factories. 

 
EG’s Code of 
Conduct 
 
 
 
… the collective 
response of factory 
workers to efforts 
to improve labor 
practices was 
favorable and EG 
has noticed an 
overall 
improvement in 
employee behavior 
and morale…   

 
During the past few years EG has implemented many fair and ethical labor 
practices, largely resulting from pressure from international customers.  For 
instance, pressure from customers has led to the training of all new staff in 
the local labor laws and the display of labor laws on notice boards in each 
factory.  EG also displays its more significant customers’ Codes of Conduct 
on factory notice boards.   
 
EG believes that the collective response of factory workers to efforts to 
improve labor practices was favorable and it has noticed an overall 
improvement in employee behavior and morale. EG believes that employees, 
most of whom come from rural backgrounds, feel a greater sense of security 
and belonging though the implementation of more protective labor practices.  
Furthermore, practices such as the limitation of overtime hours has 
contributed to a better social development between employees. EG also 
believes that this also resulted stronger support for initiatives such as 
Creativity 2000.  Unlike many other company wide initiatives, is a bottom up 
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… .all rights and 
responsibilities (of 
both employee and 
employer) will be 
well-known and 
understood by 
each party… . 

program which EG hopes will contribute to a sense of ownership and 
belonging for employees. 
 
EG has attempted to summarize its labor practices and policies into a group-
wide Code of Conduct which is due to be finalized and officially launched in 
late 2002.   
 
EG’s Code of Conduct is largely based on principles outlined by the 
Worldwide Responsible Apparel Production (WRAP) (see page 23 for further 
details) and on the various Codes of Conduct of its customers.   
 
The Code of Conduct also outlines EG’s belief in and adherence to 
international human rights principles including prohibition of forced and child 
labor, minimization and monitoring of harassment and discrimination and 
provision of a healthy and safe working environment. 
 
From a practical perspective, most of the labor practices outlined in the new 
Code of Conduct have already been implemented in its factories; however, 
there is not yet a comprehensive record of these practices. 
 
For the average worker, the finalization and formal implementation of a new 
EG Code of Conduct will mean that all rights and responsibilities (of both 
employee and employer) will be well known and understood by each party.  
EG also hopes that the document will act as a strong guideline for the 
consistent operation of all its factories. 
 
EG’s internal compliance auditor will undertake monitoring of adherence to 
its Code of Conduct on an annual basis. According to WRAP factory 
certification requirements, external auditors will also monitor compliance 
with the Code (see further details on page 23). 
 

 
External Audit, 
Memberships 
and 
Certifications 

 
Driven by strict international customer labor compliance requirements and 
international industry-wide efforts to affirm socially responsible business 
practices, EG is subject to a number of external ethical compliance audits.  
With each major customer enforcing the right to audit EG operations, EG 
estimates that on average, the ethical practices of each factory are audited 
on 20 to 30 times per year. 
 

 
ETI and FLA 

 
While customers such as Nike and Tommy Hilfiger routinely undertake their 
own rigorous compliance audits, other customers such as Marks and Spencer 
are members of ethical organizations, such as the UK Ethical Trade Initiative 
(ETI) and observe their own processes.5 The ETI promotes ideas of ethical 
trade practices and certifies independent consultants to audit the practices of 
member organizations and producing companies. Similarly, high profile 
customers such as Levi and Nike are members of the US based Fair Labor 
Association (FLA). 6  
 
Established as the Apparel Industry Partnership in 1996, FLA goals are 
similar to those of the ETI.  The FLA aims to oversee the independent 

                                                 
5 For further information on the UK-based Ethical Trade Initiative see: http://www.ethicaltrade.org/ 
6 For further information on the FLA see http://www.fairlabor.org/ 
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monitoring of factories producing for member companies (Nike was one of 
the founding members), using a rigorous monitoring protocol and requiring 
that the monitoring involve local NGOs.  
 

 
UN Global 
Compact 
 

 
Furthermore, EG also participates in the United Nations Global Compact, 
which promotes adherence to universally recognized standards in the areas 
of human rights, labor rights and environmental principles. 7  It facilitates 
dialogue and experience sharing among business, the NGO community and 
trade unions. 

 
WRAP Certification 
Program 
 
 
 
 
 
 
 
… the decision to 
apply for WRAP 
Certification for all 
of EG’s factories 
was based on the 
rationale that 
WRAP certification 
would provide 
each factory with 
its own certificate 
that proved its 
commitment to 
ethical labor 
practices… . 

 
Compliance with, membership in and association with the ethical 
organizations mentioned above are indications of EG’s commitment to ethical 
labor practices under international standards. It has also recently decided to 
obtain WRAP certification for all of its offshore factories.   
 
The WRAP Certification Program, established in 1998, is based on adherence 
to 12 core production principles that reflect international standards in terms 
of labor practices, factory and environmental conditions, as well as customs 
compliance.8 
 
The decision to apply for WRAP Certification for all EG factories was based 
on the rationale that WRAP certification would provide each factory with its 
own standalone certificate that proved its commitment to ethical labor 
practices. Conversely, both the EIA and FLA audits and labor reviews often 
resulted in certificates and reports that were useful for EG’s customers (such 
as Nike) to prove that their supply chain complied with labor standards, 
however they did not serve EG’s purpose of providing a standalone 
certificate of compliance that could be distributed to all of their customers. 
 
While EG expects that large customers such as Nike, Gap and Marks and 
Spencer will continue to enforce their own compliance audits, it believes that 
WRAP certification will be useful in proving their commitment to ethical labor 
practices for their small- to medium-sized customers. 
 
The WRAP factory certification process involves three steps including self -
assessment, independent evaluation and monitoring and final review and 
certification by an approved external auditor. To date, two of EG’s factories, 
together employing almost 14% of all EG factory workers, have been 
recommended for WRAP certification by approved independent auditors.  
The remaining factories are expected to undertake the WRAP process during 
2002 
 

 
Community 
 
… .a supply of 
44,000 jobs of 
varying skill 
levels…  

 
EG’s most obvious contribution to the communities in which it operates is the 
supply of 44,000 jobs of varying skill levels.  By factoring in that the majority 
of employees migrate from rural areas in search of independent and 
sustainable employment, EG is also contributing economic benefits to 
communities beyond those where it operates. 
 
In certain areas, such as in Turpan, Xinjiang Province, EG’s investment 

                                                 
7 For further information on the United Nations Global Compact principles see: http://www.unglobalcompact.org 
8 For further information on the WRAP Certification Program principles see: http://www.wrapapparel.org 
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…  minimizes 
environmental 
impact arising from 
its dyeing 
operations, thus 
contributing to 
cleaner water…  
 
 
… EG is the market 
leader in initiating 
changes that have 
direct social 
benefits for the 
local community…  
 
… .the education of 
children on 
environmental 
concerns, be a 
focus of its 2002 
community 
involvement 
campaign… .. 

represents the largest wholly foreign-owned investment in the region.   
 
In Gaoming, EG’s investment in the wastewater treatment plant (see page 
15) minimizes environmental impact arising from its dyeing operations, thus 
contributing to cleaner water for the communities that rely on the water for 
their daily needs.  
 
EG also believes that in time, Gaoming authorities will force all producing 
companies to treat their wastewater in order to minimize production impacts 
on the environment and community. To date, the local government has 
informally announced its intention to enforce this practice, although very few 
companies have yet to comply. In this sense, EG is the market leader in 
initiating changes that have direct social benefits for the local community. 
 
EG has designated the education of children on environmental concerns as a 
focus of its 2002 Community Involvement Campaign. By designing a 
children’s booklet that addresses questions such as “where does water come 
from and how do we use it?” EG hopes that children will begin to be aware 
of the need for efficient usage of natural resources from an early age. 
 
Furthermore, in order to ensure a well-educated labor pool in China, EG was 
instrumental in co-coordinating a joint international MBA program between 
MIT and two Chinese universities, Tsinghua and Fudan. 
 
EG also contributes resources to a number of community events and 
charities, a few of which are listed below: 

• Hong Kong Youth Arts Festival 
• Asian Youth Orchestra Charitable Trust 
• Living Heritage exhibition of vernacular environment (China) 
• Creativity and Design Institute of Hong Kong 
• Queen Mary Hospital (financing of medical equipment) 
• Tennis school (China) 
• Environmental awareness photo exhibition/ seminar (Xinjiang Province) 
• China 2008 Olympic Bid (clothing donation) 
 

 
Stakeholders 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Although EG is a privately-owned company and is therefore under less 
pressure to report to the general public, EG still undertakes regular dialogue 
with a variety of external stakeholders to varying extents, often involving 
them in the decision-making process. 
 
The most obvious stakeholders are those with which EG has a direct 
business relationship, including; 

• Employees and Management 
• Customers 
• Consumers 
• Suppliers 
• Government 
• Equity Investors 
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… the level and 
nature of 
involvement with 
each stakeholder is 
often issue and 
region specific…  
 
 

Interaction with these stakeholders stems from a financial relationship, which 
drives responsibilities and dialogue. 
 
The less obvious stakeholders are those with which EG has an indirect 
relationship, including; 
• NGOs  
• Community 
• Local and international educational institutions 
• Local politicians and officials  
• The media. 

The level and nature of involvement with each stakeholder is often issue and 
region specific.  For instance, in remote parts of western China, investment 
decisions are made through consultation with the local arm of the Chinese 
Communist Party and not necessarily with the involvement of local 
government officials.   
 
Similarly, labor practices are now designed in accordance with principles 
developed by NGOs such as WRAP, Global Compact, EIA and FLA. 

 
Sustainable 
Development 
Conference 
 
… ..stakeholders 
from the 
government, 
competitors, 
suppliers, 
customers and 
employees explore 
issues of 
sustainable 
development 
through seminar 
and group 
discussion… .. 
 

 

EG initiated sustainable development conferences in 2001 and 2002 that 
were intended to bring together stakeholders to explore issues of sustainable 
development through seminar and group discussion.   

This year’s conference, titled Forum on Environment, Cultural Heritage and 
Economic Development in Xinjiang – Sustainable Development – 
Opportunities and Challenges, was held in Urumqi, Xinjiang Province, where 
Esquel has cotton fields and weaving factories. 

Participants from all sectors including government, academics, businesses, 
industry experts, the United Nations and other NGOs, EG’s customers, 
suppliers and employees (from all over the world) and members of the local 
and international press were invited to the conferences to share their 
experiences and discuss case studies of environmental, cultural and social 
issues. According to EG, this conference “marks a unique gathering of 
scientific and intellectual minds” with the common goal of “[preserving] 
Xinjiang naturally and culturally without sacrificing the attendant need for 
economic growth.”     

 
Observations  
 
 
 
… .. clearly 
illustrated the 
linkage between 
social capital and 
profit… . 
 
 
 
 
 

 
As a result of the ever-increasing demand for more responsible labor 
practices, EG carried out an overall review and standardization of practices, 
which will ultimately result in the full implementation of a group-wide Code 
of Conduct.  In itself, this is a potentially powerful tool for both management 
and employees. 
 
The implementation of initiatives such as the Skills Certificate Program also 
represents investment in the social capital of EG. This program has led to 
improvements in efficiency, quality and morale and has clearly illustrated the 
linkage between social capital and profit. 
 
Through its participation in organizations such as the Global Compact and 
the sponsorship of events such as sustainable development conferences, EG 
is also committing to continued engagement in stakeholder dialogue.   
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… may still need to 
adapt its own 
internal decision-
making processes 
to further 
accommodate 
social 
considerations… . 

 
While these internal and external relationships and initiatives collectively act 
as a powerful driving force in that they both publicize achievements and 
provide a broader learning forum, EG may still need to adapt its own internal 
decision-making processes to further accommodate social considerations.  
For instance EG could build on its successes by further considering potential 
efficiency gains which could be made through the investment in more 
comprehensive staff training programs across its many process’ and factories 
and countries. EG may also consider factors such as the effect on health and 
safety performance from investments in staff training. 
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PROFIT: MANAGING EG’S PROFIT 
 

 
Profits and 
Sustainable 
Development 
 
 
… . there is no 
doubt that there is 
crossover between 
economic, 
environmental and 
social 
considerations in 
decision-making, 
both directly and 
indirectly… . 
 

 
Traditionally, management decisions have been largely based on economic 
and profit-based criteria. While sustainable development widens the 
decision-making criteria to include environment and social considerations, 
there is still an obvious emphasis on economic considerations, as companies 
strive to become more economically efficient and profitable and increase 
shareholder value. 
 
There is no doubt that there is a crossover between economic, 
environmental and social considerations in decision-making, both directly 
and indirectly. For instance, in deciding how to source electricity supply in 
the future, EG’s management considered various sources of electricity from a 
costing (profit), technological and environmental perspective.   
 
Commenting on EG’s decision to build a coal powered station as opposed to 
using solar power, energy experts E. Milton Bevington and Paula Lawton 
Bevington of Servidyne Systems, LLC (a US based consulting company that 
assists facility owners and managers in making building systems healthy and 
efficient) made the following observation for Civic Exchange:  
 
“EG’s choice (to build a coal generated electricity plant) is the correct one 
based on the current state of the technology. For solar to compete with 
conventional sources of energy will require much more technological 
development.  Natural gas would be better than coal from an environmental 
standpoint, but it may not be available at the EG site.  The abundance and 
therefore cheapness of China's coal makes it economically much more 
desirable than alternatives.  EG management should remain alert to the 
whole spectrum of the technological developments and move to adopt these 
technological advances that make economic sense as soon as feasible.”  
 
In the past it has been more difficult to engage social considerations in 
decision-making. This is despite the fact that investments in training and 
skills can directly contribute to efficiency, which in turn results in higher 
wages for employees, as demonstrated by the implementation of EG 
initiatives such as the Skill Certification Program. 
 

 
GRI Reporting 
 
… ..GRI guidelines 
do not suggest 
reproducing 
information 
already required 
under normal 
accounting 
guidelines and 
requirements… . 

 
The GRI guidelines do not suggest reproducing information already required 
under normal accounting guidelines and requirements. Where available, 
profit and economic information that is prepared for other purposes, such as 
financial audits and annual reports, can also be summarized and presented 
with information on social and environmental information.  It is also not 
uncommon for companies to exclude financial data from their social report, 
referring readers instead to their annual financial report. 
 
As is illustrated in the Appendix, the GRI guidelines suggest that information 
related to economic areas such as the following would be useful for decision 
making purposes;  

• Investments in human capital (such as the costs of employee training 
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and community/ stakeholder education); 

• Wages and benefits details; 

• Suppliers details, including nature, location and value of outsourced 
goods and services; 

• Economic impacts associated with the use of principal products and 
services, including disposal; 

• Community development expenses; and 

• Labor productivity by job category. 

 
 
EG’s Profits and 
Disclosure Policy 
 

 
As shown in the preceding sections, EG’s efforts to create more planet and 
people friendly products and processes have had a positive impact on costs, 
efficiency and profits.  However, as EG is a private company, there are 
limitations on the financial information that it is willing to disclose in this type 
of public document.  We therefore limit the actual financial data to a 
summary of EG’s major expenses, as summarized below: 
  

 
EG’s Major 
Expenses 

 
Major Expenses for 2001  % of total for 2001
Raw materials  41%
Factory staff costs  15%
Administrative staff costs  10%
Electricity and water  4%
Fuel  2%
Other  28%
Total  100%
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OUR OBSERVATIONS AND RECOMMENDATIONS 

 
 
 

OVERALL OBSERVATIONS 
 

 
 
… detailed 
recommendations 
would act as little 
more than ‘band-
aids’… . 

 
Our observations and recommendations are not intended to be exhaustive 
or conclusive. Our aim is to highlight overall areas where practical 
improvements could be made to further the concept of sustainability 
within EG.   
 
We believe that detailed recommendations alone would serve only to 
highlight and ‘band-aid’ specific operational areas, and would not 
necessarily work towards the overall goal of achieving greater 
sustainability within EG operations. 
 

 
 
 
 
 
 
… there is a need for a 
clear statement of 
vision and an overall 
structure that ensures 
all management 
decisions are made 
with due 
consideration to the 
three aspects of 
sustainability…  

We have also attempted to draw on the experience of other entities in the 
manufacturing industry to provide further examples of how EG can learn 
and leverage from industry experience. To this end we have included 
comments from various individuals working on the issue of sustainable 
development (see below). 
 
We have observed that to date, EG has improved its operations, achieving 
more sustainable consequences through various initiatives and actions. 
However, it appears that there is a need for a clearer statement of EG’s 
values regarding sustainability and the creation of an overall structure 
that ensures all management decisions are made with due consideration 
to the three aspects of sustainability: planet, people and profit.   
 
Very few companies have been as successful in aligning their 
sustainability desires and goals with overall management and decision-
making processes as Atlanta-based Interface, Inc., one of the world’s 
largest interior furnishing companies. “Mid-course correction. Toward a 
Sustainable Enterprise: The Interface Model” is an account, by Interface’s 
founder and Chairman, Ray Anderson, of “his awakening to the 
importance of environmental issues… it outlines the steps his petroleum-
dependent company is taking in its quest to become a sustainable 
enterprise – one that will never have to take another drop of oil from the 
earth.” 

  
In order to keep this discussion relevant to EG, we have combined our 
observations with Ray Anderson’s thoughts and suggestions, which we 
hope will result in an overall approach that EG may consider useful in 
furthering its sustainable development goals. We have also included 
useful insights from energy experts E. Milton Bevington and Paula Lawton 
Bevington of Servidyne Systems, LLC, who were engaged by Civic 
Exchange to consider EG’s operations from an efficiency viewpoint, 
particularly energy efficiency. 
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…  an organization 
should try to measure 
all its direct activities 
and their 
sustainability impacts 
so that management 
can be properly 
informed in order to 
consider what actions 
should be taken and 
priorities made…  

 
We are also grateful to Glenn Frommer of the Hong Kong-based Mass 
Transit Railway (MTR) Corporation, who has made insightful comments in 
relation to the steps a company must take to achieve its goal of becoming 
more sustainable. The MTR Corporation’s Sustainability Report 2002 is 
perhaps one of the most impressive attempts by a Hong Kong 
organization to report on sustainability issues and has set a new reporting 
standard for Hong Kong companies.  
 
Glenn Frommer’s advice is that an organization should try to measure all 
its direct activities and their sustainability impacts so that management 
can be properly informed in order to consider what actions should be 
taken and priorities made. Frommer’s advice is echoed by others who 
have reviewed this report.   
 
In order to assess sustainability more comprehensively, an organization 
needs to fully understand and assess its decision-making processes and 
performance across all three aspects of sustainability: environmental, 
social and economic. To do so, they need to be able to measure 
everything that they do. They need to collect and collate data and 
information and then analyze this material for deeper insights into how 
their organizations are functioning and where continuous improvements 
can be made. 
 
In seeking to integrate information to enable a deeper understanding of 
the interrelationships between the three aspects of sustainability, an 
organization needs to examine its decision-making process to make sure 
that it is aligned with its values, goals and strategies, and then be able to 
track results or outcomes. 
 
In our discussion with EG, we noted that there are various areas where 
the company has not yet collected data and thus the information is 
unavailable for assessment. EG should identify what information needs to 
be collected and how it should be collated for analysis by management. 
 
Upon review of Civic Exchange’s draft report, Ray Anderson outlined his 
thoughts on how a company such as EG would begin to build a 
management decision-making process that considers the sustainable 
consequences of every decision from operations to finance and 
marketing.  This process is summarized below.   
 
The alignment of sustainability objectives and goals with the management 
decision making process will necessitate: 

• Top management commitment; 

• Development of vision, goals, action plans and timelines; 

• Waging a war on waste; 

• Integration of technology and product design; and 

• Developing a system that rewards progress. 

 
This process is further discussed below. 
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DEVELOPING A SUSTAINABLE DEVELOPMENT STRATEGY  

 
 
1. Top 

Management 
Commitment 

 
 
 
 
 
 
 
 
 
 
 
 
…  people will 
naturally view this 
new initiative with 
skepticism, and 
discount it as "the 
program of the 
month’…  
 
 

 

• Must involve a commitment of heart and mind from the top 
down 

• Permission must be granted to encourage new thinking, risk 
taking and the breaking of old moulds 

• Management must speak out clearly, frequently, persistently 
and consistently in support of greater organizational 
sustainability at every opportunity 

EG has already taken some of the hardest steps towards sustainability in 
that they have tried to think outside the box and are endeavoring to do 
certain things that others see as impossible or unnecessary. To date, 
these EG initiatives have benefited the bottom line and also enhanced 
shareholder value.   
 
The establishment of a Sustainable Development Department already 
proves that there is a high level of management awareness in the area of 
sustainability. However, as the SD Manager is a lower level manager who 
reports to the Communications Department, the department appears to 
have little decision-making authority. EG does not have anyone at the 
senior management level that oversees the implementation process as a 
whole. 
 
Ray Anderson warns that “people will naturally view this new initiative 
with skepticism, and discount it as ‘the program of the month’ which will 
soon go away like all the others, management must speak out clearly, 
frequently, persistently, and consistently, at every opportunity - -even 
create frequent opportunities. This must go on indefinitely; there is no 
end to it.  People will not take it seriously for at least a year, then a few 
will come aboard, then a few more, and more -- but only if management 
stays the course.  Simply issuing orders will not get the job done.  It is 
too hard.” 

2. Development of 
Vision, Goals, 
Action Plans and 
Timelines  

 
 
 
 
 
 
 
 
 
 
 

• Management must articulate a “Big, Hairy, Audacious Goal” 
(a “B-HAG”) –  Ray Anderson 

• Management must also provide vision; they must provide a 
description of what “IT” looks like when you get there 

• Management must provide a plan as to how to get there and 
how long it will take 

• Management must explain “WHY” they want to go there 

One of the greatest obstacles to implementing sustainability is a lack of 
priorities and direction for further evolution. Identifying a strategy for 
sustainability would provide EG with a clear path for future development.   
 
Companies such as Nike have set goals such as “eliminating the concept 
of waste our product design, use of materials, energy and any resource 
that cannot be recycled, renewed or reabsorbed back into nature 9” by 

                                                 
9 Nike’s Corporate Responsibility Report FY2001, page 15.  
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… .as a learning 
organization, EG’s 
future path towards 
sustainability will lie in 
EG’s ability to create 
and follow a vision, 
purpose and 
direction – which 
together supply the 
motivating force for 
change and action.   
 
 

2020.  This concept of zero waste by 2020 is undoubtedly a Big Hairy 
Audacious Goal.  The goal acts as a beacon, in that it forces all other 
management decisions to consider the concept of waste elimination when 
determining their future strategies and direction. 
 
When Ray Anderson began to create a vision of sustainability for 
Interface he started by asking questions about the total quantity of 
material moving through the company. How much material is removed 
from the Earth’s crust each year as a result of the company’s operations?  
How much is deposited in landfills each year? Quantifying these flows can 
be a very powerful way to motivate people because they can begin to see 
a complete picture of their activities and operations.   
 
EG cannot afford to become complacent about implementing sustainable 
development, but must continue to act as a ‘learning organization’ - one 
that is continuously aware of the environment in which it is operating. EG 
is already working towards the implementation of an effective framework 
that will shift traditional corporate culture by changing the way in which 
people within EG interact and collaborate, including the way in which they 
work.  As a learning organization, EG’s future sustainability path will lie in 
its ability to create and follow a vision, purpose and direction – which 
together supply the motivating force for change and action.   
 
Providing a sustainability strategy would alter the framework within which 
EG’s management operate. In order to do this, EG should continue to 
analyze and work towards:  

q Creating compelling aspirations and a shared vision that engages 
all of EG’s stakeholders; 

q Observing and anticipating changes in the wider environment; 

q Questioning, challenging and changing normal operating 
procedures and assumptions; and 

q Creating new strategic paths for EG. 

EG could further break down the concepts of planet, people and profit 
into more manageable focus areas. For instance, Interface identified its 
key focus areas as: 

q People 

q Place 

q Product 

q Process 

q  Planet 
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3. Waging a War 

on Waste  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
..EG’s attitude will 
result in energy 
saving and 
environmental 
protection, as they 
will be seeking 
opportunities and 
placing value on 
them… .. 
 
 
 
 
 
 
 
 
… the temptation is to 
seek only the 
dramatic changes and 
overlook the smaller 
ones.  Even minor 
improvements are 
significant when 
aggregated; all 
improvements are 
cumulative… . 
 

• Waste must be measured against perfection (i.e. zero waste) 
to see how much there is 

• Once waste is understood as part of the overall picture, goals 
can then be set to eliminate waste 

Anderson believes that you need to ”think big on the definition of waste.  
For example, sustainability requires renewable energy, so fossil fuel 
energy is waste. The savings on waste can pay for all the rest of the 
revolution.” 
 
E. Milton Bevington and Paula Lawton Bevington also commented 
that: ”EG enjoys one major advantage from an environmental point of 
view: management appears to be environmentally aware.  In our work, 
we find that energy awareness in and of itself produces energy 
conservation.  Putting an energy monitoring system into effect prompts 
immediate energy savings in the 5% range simply through the heightened 
consciousness of building managers.  The same principle applies to overall 
environmental awareness.  EG’s attitude will result in energy saving and 
environmental protection, as they will be seeking opportunities and 
placing value on them.” 
 
Paula and Milton suggested that EG pursue a more efficient and controlled 
use of energy, building on the gains that have already been 
accomplished. They commented that, “In many respects, [EG is] 
conducting an ongoing energy audit and correction process.  The areas 
that we would suggest that they look at in each of their facilities to seek 
further energy reduction opportunities are the following:  

q Lighting motors 
q Cooling systems  
q Heating systems  
q Ventilation systems. 

 
“The first objective would be to compare present systems with more 
efficient replacement systems currently available.   
“The second would be to insure that systems are operated only when 
needed.   
“Third, systems must be well maintained.  We have analyzed some 350 
million square feet of building space and have consistently found that 
energy savings derive from three sources in the following proportions:  

q 50% retrofit (correction of problems in the building envelope or 
building systems) 

q 33.3% maintenance (truly conscientious equipment maintenance 
by well-trained technicians)  

q 16.7% operations (common sense applied to the use of 
equipment)  

“We would also caution EG or anyone committed to energy conservation, 
to value small improvements in efficiency.  The temptation is to seek only 
the dramatic changes and overlook the smaller ones.  Even minor 
improvements are significant when aggregated; all improvements are 
cumulative.” 
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4. Integration of 

Technology and 
Product Design 

 
 
… .implementing 
sustainable 
development requires 
an organization to 
have alignment 
throughout…  
 

 

• All corporate functions must be in harmony in their thinking 

• Higher upfront costs from technology innovation will need to 
be financed by savings from product and/or process 
efficiency gains 

Mike Bertolucci, President of Interface, Inc., believes that: “Implementing 
sustainable development requires an organization to have alignment 
throughout.  For example, you must have alignment of the technology 
function responsible for creating/innovating the NEW more 
environmentally (or socially) friendly technologies with the design and 
operational (manufacturing) functions.” 
 
This requires a holistic approach to decision-making within an 
organization, where each function incorporates an awareness of the costs 
and gains of other functions to ensure overall benefit to profit, the 
environment and the community. Alignment of corporate functions is the 
only way to ensure that all of these areas are positively impacted 
simultaneously.   
 
Bertolucci further contends that, “EG can not be working at cross 
purposes, such as technology working to integrate distributive energy 
solutions (co-generation for example) that may at first be slightly more 
expensive (capital costs) than traditionally supplied from the grid, while 
manufacturing/engineering is not fully engaged in reducing energy 
demand from the plants (efficiency) to help offset the cost difference.   
 
“Similarly, if the product designers are not dematerializing the products at 
the same time as the technologists are finding new renewable raw 
materials (that also initially may be more expensive than fossil fuel based 
synthetic materials due to low volume demand from the market place) 
then the profitability of the enterprise could suffer … all these functions 
must be in harmony in their thinking or little progress will be made and 
the maximum shareholder value will not be achieved.” 
 

5. Developing a 
System that 
Rewards 
Progress 

 
 
…  how to give 
financial "value" to 
environmental 
progress …  

• A system needs to be established that gives a financial 
“value” to environmental and social progress, even if it 
appears to be intangible 

• Payment must be made for progress – pay gladly for 
progress 

To do this, Ray Anderson says it is important to “figure out how to pay 
people for waste savings accomplished; then figure out how to give 
financial ‘value’ to environmental progress, even if it is totally intangible. 
Pay gladly for progress.”  
 
In order to reward for progress a system needs to be created that 
measures progress.  EG should first identify what information needs to be 
collected, and how it should be collated for analysis by management.  
 
Mike Bertolucci comments that Interface “reports on its progress using a 
normalization process to follow its effectiveness over time and as the 
company grows from a BASE year.” 
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IMPLEMENTING SUSTAINABLE DEVELOPMENT 
 

 
Implementation 
of Sustainable 
Development 
 
 
 
 … implementation 
is one of the 
hardest challenges 
 
 
 
 
… .there are 
synergies to be 
exploited, as 
information 
collected for ISO 
14001 could be 
extended to 
include social and 
economic data… . 

 
Vision and goals alone are not enough. A strategy and framework is 
meaningless if it is only on paper. Implementation is one of the hardest 
challenges to overcome. We therefore suggest to EG that it should first 
consider how to improve information gathering and analysis and take the 
five-step planning process outlined above as the next step. 
 
ISO 14001 requires organizations to monitor, measure and report on a 
regular basis – EG could effectively ‘piggy back’ (where possible) a more 
comprehensive sustainability system on the back of this, and use this as a 
means to implement sustainable development. This would ensure that 
information was collected on a regular basis and in a uniformed manner.   
 
In addition there are synergies to be exploited, as information collected for 
ISO 14001 could be extended to include social and economic data.  
 

As EG has already implemented ISO 14001 in many of its factories, it may 
therefore be practical for EG to implement principles of sustainable 
development in the same way.  For instance, EG could: 

• Incorporate sustainable development into its management policies 
(similar to the environmental policies currently implemented to meet the 
requirements of ISO 14001); 

• Train employees in areas of sustainable development (again, similar to 
training currently carried out to meet the requirements of ISO 14001); 

• Include sustainable development issues as part of EG’s environmental 
aspects register (environmental aspects will have been previously 
identified as part of the ISO 14001 Environmental Management System). 
This would assist with determining the significance of all of EG’s 
impacts: environmental, social and economic, and ensure that objectives 
chosen are relevant and that resource use is balanced towards 
sustainability; 

• Include a sustainability analysis in all new materials, products, processes 
and activities and decisions.  EG may wish to devise some form of 
ranking analysis to facilitate this; 

• Use internal audits (also implemented as part of ISO 14001) as a tool to 
ensure the effectiveness of implementation of sustainable development 
and also to ensure that objectives are being met; and 

• Include a sustainability review as part of the regular management 
review (also implemented as part of the ISO 14001 Environmental 
Management System).  This is an ideal opportunity for EG to check the 
overall progress of their sustainability implementation. 
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REPORTING ON SUSTAINABILITY  

 
 
Reporting on 
Sustainability 
 
 
… .how information 
is reported will 
impact its 
usefulness to the 
organization and 
other stakeholders  
 
 
 
 
 
 
 
..writing a 
sustainability 
report is not 
essential, although 
it can be a 
manageable way 
to map the 
organizations 
progress and 
challenges …  

 
Reporting on sustainability includes a number of important elements.  
Internal reporting will heighten awareness and stimulates action within the 
EG workforce. External reporting will enhance EG’s reputation and 
stakeholder relations with the aim of ultimately contributing to the 
enhancement of shareholder value. 
 
How information is reported will impact its usefulness to the organization 
and to other stakeholders - information that is reported must be relevant and 
useable.   
 
There are different approaches that need to be considered when measuring 
and ultimately reporting an organization’s results. Mike Bertolucci comments, 
“Interface has chosen to report on its progress using a normalization process 
(impact/unit of production or dollars of sales) to follow its effectiveness over 
time and as the company grows from a BASE year.” 
 
Writing a sustainability report is not essential, although it can be a very 
manageable way to map the organization’s progress towards sustainability 
and identify challenges to this goal. Such a report could be a useful way to 
measure and monitor achievements and overall progress in terms of 
sustainable development. 
 
Should EG decide to write a periodic sustainability report, it may decide to 
produce a follow up report every two years to allow results to be better 
understood.  The report could be included as a supplement to the annual 
report or presented at the EG annual Sustainable Development Conference, 
clearly illustrating an example of best practice.   
 

 
Conclusion  

 
EG has strong management support for the goal of sustainability, which is an 
essential first step in pursuing sustainable development.  EG has created a 
workforce of motivated people who are responsible for suggesting and 
designing initiatives that have positive effects on the planet, its people and 
overall company profits. These assets will stand EG in good stead as it 
moves further along the path of sustainability.   
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ENVIRONMENTAL PERFORMANCE CHECKLIST  
 
ENVIRONMENTAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
ENERGY  
 

 
- Total energy used 
- Amount of energy purchased / self generated 
- Expenditure on energy, energy efficiency, alternative energies  
- Energy conservation initiatives (including initiatives to move towards 

renewable energy sources) 
- Energy efficiency - energy efficiency index (industry benchmark per unit 

of production)  
- Emissions of CO2/SO2 related to energy consumption  
 

  

 
MATERIAL/ 
RESOURCE USE   

 
- Total materials used (other than fuel and wate r) including type of materials 

used (including name and contact details of supplier) 
- Use of recycled materials (percentage content)  
- Packaging materials used and received from suppliers (% volume of 

packaging that is recycled and recyclable).    
- Volume of returnable packaging as a percentage of total packaging 
- Use of hazardous materials - review material safety data sheet (MSDS) for 

material content 
- Review organization's objectives/targets and deadlines to replace 

hazardous materials 
- Review use of naturally occurring materials (i.e. derived from 

animals/plants species) and identify harvesting practices 
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ENVIRONMENTAL PERFORMANCE CHECKLIST 
  
ENVIRONMENTAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
WATER  

 
- Total water use (breakdown to each area within the organization/specific 

operations carried out by the organization, if possible)  
- Total cost of water  
- Water sources significantly affected by the organization's use of water 
 

  

 
WASTE WATER  

 
- Quantity of water returned to the water source after treatment 
- Discharge outlets 
- Discharges of water by type (concentration of heavy metals, organic 

compounds, oils/greases, BOD/COD/TSS etc. of discharges) 
- Volume of discharges 
- Weighted index of effluents (if applicable) 
- Profile of water bodies into which discharges flow (e.g. rivers, lakes etc.) 
- Total cost of water treatment 
 

  

 
WASTE  

 
- Total volume of solid waste for disposal (definition of type)  
- Total waste for reuse/recycling 
- Waste management (on and off site)  
- Information about waste disposal (e.g. disposal methods: waste landfill, 

incineration etc.)   
- Total of cost of waste for reuse/recycling  
- Total cost of waste disposal 
- Percentage of waste classified by method of disposal (e.g. recycled, 

reused, landfill, incinerated, deep well injection etc.) 
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ENVIRONMENTAL PERFORMANCE CHECKLIST  
 
ENVIRONMENTAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
HAZARDOUS WASTE  

 
- Volume of hazardous waste generated 
- Toxicity and persistence ranking of wastes 
- Reduction in the volume of hazardous substances used in operations  
- Total cost of waste handling  
 

  

 
AIR EMISSIONS 

 
- Volume of emissions of pollutants e.g.: 

• Greenhouse gas emissions (as per Kyoto Protocol definition etc.) in  
       tonnes of CO2 equivalent (global warming potential) 
• Consumption of ozone depleting substances, e.g. CFCs, halons etc. 

- Expenditures for air emissions recovery and replacement technologies 
- Ambient air quality 
 

  

 
TRANSPORT  

 
- Total number of vehicles used by the organization for business matters  
- Costs associated with use of vehicles including maintenance, purchase of 

fuel etc. 
- Objectives/targets environmental management programs for organization's 

transport fleet and use thereof    
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ENVIRONMENTAL PERFORMANCE CHECKLIST  
 
ENVIRONMENTAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
SUPPLIERS  

 
- Number of suppliers  
- Location of suppliers  
- Products supplied  
- Review suppliers and their environmental performance procedures/records 

including number of non-compliant incidents 
- Supplier response to environmental management  
 

  

 
PRODUCTS AND 
SERVICES  

 
- Significant environmental issues and impacts associated with the use of 

principal products and services, including disposal (where applicable), and 
qualitative and quantitative estimates of such impacts - where applicable 
and possible  

- Environmental management programs to prevent and/or minimize 
potentially adverse impacts of products and services including product 
stewardship and lifecycle management.  

- Percentage of product weight/volume reclaimed after use 
 

  

 
LAND-USE AND 
BIODIVERSITY  

 
- Amount of land owned/used or affected by the organization's operations 
- Land disturbed by organization's operations, activities and/or services 

(including habitat change)  
- Programs concerned with habitat/ecosystem/species improvements/ 

restoration/protection 
- Impacts on protected areas (country parks, SSSI, wetlands, world heritage 

sites etc.)  
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ENVIRONMENTAL PERFORMANCE CHECKLIST  
 
ENVIRONMENTAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
COMPLIANCE/ SELF- 
MONITORING  

 
- Number of non-compliance incidences raised either through internal audits 

or by prevailing national (based on country of operation) and international 
requirements and any other requirements such as international 
declarations, conventions, treaties etc.)  

- Number of audits performed and coverage of facilities (by type of audit)  
 

  

 
POLLUTION 
PREVENTION 
INITIATIVES   

 
- Expenditures of improved/environmentally friendly technologies  
- Number of facilities converted to new technologies 
- Number of facilities still to be converted to new technologies  
- Percentage of recycled materials used in operations  
- Level of employee environmental awareness training  
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ECONOMIC PERFORMANCE CHECKLIST  
 
ECONOMIC 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
PROFIT  

 
- Net profit/earnings/income 
- Earnings before interest and tax 
- Gross margin (net sales minus cost of goods and services sold)  
- Dividends 
- Geographic distribution of the above  
 

  

 
INTANGIBLE ASSETS  
 

 
- Ratio of market capitalization to 'book' value 
 

  

 
INVESTMENTS  

 
- Human capital  (e.g. cost of employee training, community/stakeholder 

education) 
 

  

 
WAGES AND 
BENEFITS  

 
- Total wage expense 
- Total benefit expense 
 

  

 
TAXES  

 
- Taxes paid to relevant authorities  
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ECONOMIC PERFORMANCE CHECKLIST  
 
ECONOMIC 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
SUPPLIERS  

 
- Suppliers' performance relative to economic components of programs and 

procedures  
- Number and type of non-conformities with prevailing national and 

international standards  
- Nature and location of outsourced operations  
- Value of goods and services that are outsourced  
- Performance of organization in honoring contracts with suppliers, 

including payment schedules  
 

  

 
PRODUCTS AND 
SERVICES 

 
- Major economic issues and impacts associated with the use of principal 

products and services, including disposal, where applicable - include 
qualitative and quantitative estimates of such impacts, where applicable   

 

  

 
COMMUNITY 
DEVELOPMENT  

 
- Jobs by type and country, absolute and net change 
- Charitable donations  
- Community events 
 

  

 
LABOUR 
PRODUCIVITY  
 

 
- Labor productivity levels and changes by job category 
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SOCIAL PERFORMANCE CHECKLIST  
 
SOCIAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Commen
t 

 
QUALITY OF 
MANAGEMENT  

 
- Employee retention rate 
- Ratio of jobs offered to jobs accepted  
- Evidence of employee orientation to organizational vision  
- Ranking of the organization as an employer in internal and external 

surveys 
- Job satisfaction of employees   
 

  

 
HEALTH AND 
SAFETY 
  

 
(Organizations reviewed may wish to include this as separate section 
depending on whether they have implemented a health and safety system) 
- Reported cases of injuries (including subcontractors) 
- Standard injuries (lost days and absentee rates) (including 

subcontractors)  
- Investment per worker in illness and injury prevention  
 

  

 
 WAGES / BENEFITS  

 
- Ratio of lowest wage to local cost of living (if known)  
- Health and pension benefits for each employee (i.e. standard package)  
 

  

 
NON-
DISCRIMINATION  

 
- Discrimination complaint to management and/or EDC and any litigation 
- Percentage of disabled employees  
- Percentage of minorities  
- Mentoring programs for minorities  
- Mentoring programs for disabled employees  
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SOCIAL PERFORMANCE CHECKLIST  
 
SOCIAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Commen
t 

 
TRAINING / 
EDUCATION  

 
- Percentage of annual operating budget spent on training and education of 

staff at all levels (from senior management to front-line staff) 
- Types / relevance of training provided to employees  
- Programs to foster worker participation in decision-making process  
- Achievement of associated training programs    
 

  

 
CHILD / FORCED 
LABOUR  

 
- Verified incidences of non-compliance with child/forced labor laws 

(including supply chain) practices  
 

  

 
FREEDOM OF 
ASSOCIATION  
 

 
- Staff forums, grievance procedures and/or staff unions in place  
- Number and types of complaints  
 

  

 
HUMAN RIGHTS  
 

 
- Does the company apply human rights social screens when it makes 

investments, such as pension funds?  
- Number and type of alleged violations, and organizational position and 

responses from the company.    
 
(Organization may wish to include Indigenous Rights considerations if 
relevant)  
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SOCIAL PERFORMANCE CHECKLIST  
 
SOCIAL 
PERFORMANCE 
ANALYSIS  

GENERIC RESOURCE CONSIDERATIONS  Relevant 
Document/Record  

Remark/Comment 

 
PRODUCTS AND 
SERVICES  

 
- Major social issues and impacts associated with the use of principal 

products and services (includes qualitative and quantitative estimates of 
such impacts, where applicable) 

- Customer satisfaction levels  
 

  

 
SUPPLIERS  

 
- Performance of suppliers relative to social components of programs and 

procedures 
- Number and type of incidences of non-compliance with prevailing 

national or international standards  
- Frequency of monitoring of contractors regarding labor conditions (e.g. 

child or forced labor)  
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