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What is the Global Environmental
Management Initiative (GEMI)?

* 39 member companies:

— Representing more than 22 business sectors
« Annual Sales: almost $1 Trillion USD
 Global Headcount: more than 2.5 million

* Number of Manufacturing Facilities Worldwide: more
than 3,000

* Non-profit 501(c)(3) organization
* Not an advocacy group
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Current GEMI Members
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GEMI Vision & Mission
% Vision:

To be globally recognized as a leader in
providing strategies for businesses to achieve
EHS excellence, economic success and
corporate citizenship.

# Mission:

Business helping business improve EHS
performance, shareholder value and
corporate citizenship.
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What Makes GEMI Different?

* Work products/tools/reports

* Benchmarking

# [nteraction and networking

»* Cost savings

# Increased value to business

= Credibility

* Multi-sector responsibilities

* Members desire to be on the cutting edge
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How GEMI Works

# Board of Directors from member companies
* Senior Advisory Council (SAC)
* Members provide “sweat equity”

* Year-round project activity
# Quarterly meetings
* Bi-annual conference

* Member companies provide financial support
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GEMI Leaders

GEMI 2007 Board of Directors

* Chair: Stan Christian, Motorola

* Vice-Chair: Bob Accarino, Abbott Laboratories

* Finance Chair: Karl Fennessey, The Dow Chemical Company
* Membership Chair: Leslie Montgomery, Southern Company
* Benchmarking Chair: Mark Hause, DuPont

* Tools Work Group Chair: Moe Bechard, JohnsonDiversey

¥ Communications & Marketing Chair: Kelley Kline, Smithfield
Foods

* Senior Advisory Council (SAC) Chair: Jack Kace, Roche
*# Chair Emeritus: Mitch Jackson, FedEx

GEMI Management
¥  Steve Hellem, Executive Director
¥ Amy Goldman, Director

|
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Recent GEMI Products
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Exploring Pathways to a
Sustainable Enterprise:

GEMI"
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Current GEMI Activities

Emerging Issues

* Communications & Marketing

* Business & Climate Change

* [nformation Management Systems (IMS)

* Metrics

* Strategic Futures

* Sustainable Development

* Tools Evaluation & Implementation Strategies
* Water Sustainability
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GEMI’s Metrics Work Group

]
-

History:

— Work Group formed in 2005 to explore metrics. Three workshops
with experts held between January and May 2006.

Objective:

— To develop a process and planning tool to help identify and
develop key material (i.e., relevant and substantive) metrics.

GEMI Co-Chairs:

— Leslie Montgomery, Southern Company
— Jim Kearney, Bristol-Myers Squibb Company

Consultant:

— Beth Beloff and team from Bridges to Sustainability of Golder
Associates

Workshop Collaborators:
— Diverse group of 25 organizations from both the US and UK
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‘Sustainability’ as a Business Issue

* Business is evolving how it addresses the breadth
& depth of ‘sustainability’ issues

* Potential stakeholders have multiplied and grown
more diverse

Figure 1. Evolution of Integrating Sustainability Thinking into an Organization

* Difficult to address alll e, SO,
aspects at same degree  [pmorw LMHQMJ
& same schedule ne;ac ;

% Choices must be made & A |
& a strategic direction .
must be set o oty

internal External

© BADGES to Sistainabiity Gelder Assockies Inc. Adapied fromTransforming Sustainability Strategy inbe Action, Baloff et al, 2005
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The Challenge / The Solution

* Metrics Need to: *  GEMI Metrics Navigator™
— Inform strategy — Roadmap to identify critical
few metrics

— Provide meaningful
information — Six steps to develop the right

mix of metrics
— Workbook to develop and
Implement metrics that:
* Inform business strategy
* Enhance decision-making
* Measure what is right
« Communicate effectively

— Support decision-making

— Complement traditional
measurement systems

— Yield value to an
organization
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Who Should Use the Tool?

* Any type of business

* Managers, EHS and SD practitioners
* Business schools
= Applied at any organizational level

= Process Is flexible and can be tailored to
meet specific needs
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Value of the Tool

# Strength:
— A rigorous thought process

#* Value:

— Helps think through the process and suggests
methods to use or augment in-house approaches

#% Principal benefit:

— Can advance business performance by developing
and using non-financial measurements
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Tool Overview

* A tool for management to help their organization
develop an appropriate approach to metrics

* Qutlines a 6-step process to assist with:
— Determine what is material to your organization
— Assess what and how to measure appropriate metrics
— Assure effectiveness

e
A

Includes 19 GEMI member case studies, 8 EAG
perspectives, 10 worksheets and additional online
resources
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GEMI Case Examples

= FedEx = The Procter & Gamble

= 3M (3) Company |

» Eastman Kodak * Intel Corporation
Company * Southern Company

* Bristol-Myers Squibb * Johnson Controls, Inc
Company: % Johnson & Johnson

* The Scotts Company * Occidental Petroleum

= Abbott Corporation

* DuPont (3) = Pfizer Inc

* The Dow Chemical
Company
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EAG Perspectives

* What is the measurement challenge? (Jim L. Ritchie-Dunham)
* What contributes to shareholder value? (Jean “Pogo” Davis)
* How can one develop ‘sustainability leaders’? (Paul Tebo)

% Are social goals relevant to business? (Kirvil Skinnarland)

* How can one align environmental, social and business values?
(Paul Tebo)

* How can one form an effective ‘picture’ for different users of
metrics? (Jim L. Ritchie-Dunham)

* What are the characteristics of a learning organization? (Eve
Mitleton-Kelly)

* Do your metrics drive innovation? (Mark B. Milstein)
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* Steps 1-3: What is Material P ) a U ;

— ldentifies what is material (relevant) ‘
* Step 4. What & How to Measure cK h 'd

What and How to Moasure
— Defines Key Performance Indicators (meap )
(KPIs)

— Sorts through possible metrics 15:;‘.;'::.,‘;’;‘;.!;mw.,,

— Ensures validity of metrics 2 T e
* Steps 5-6: How to Assure N i

. Objectives 8 key objectives (W3b)
Effectiveness .
— Distills data into useful information 4| _‘[mmwmmmw
— Critical assessment of metrics & the 5| Conmmon o 7':':mzmzr"°"
process
Evaluation of metrics system effectiveness (Wb 6 E”:“.:“m“i"“
?:mmranm;?muh(smnwmmmm
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Step 1: Understand the Context

STEP 1
Expected Outcomes
gL *» Describe business
and existing performance
measurement systems

N success factors

the organization currently
addresses environmental,
social and economic aspects

* Summarize current
‘ ‘sustainability’ focus

Theomanizational unitunder | XYZ Nutitonal Beverage (2 diviion of XYZ Food Prodicts, nc)

WORKSHEET 1a: UNDERSTAND THE BUSINESS SUCCESS FACTORS
(XYZ trition, e Eamplel

Mission: Providing our customers nutritious food and beverage products of the highest quality that are
The mission statement for the produced in an environmentally-sensitive manner, while consistently exceeding shareholder ?

s, * Offers methods to

» Superior financial performance
» Nutritious products of the highest quality

e EEEES document current

Vislon for product / process: | Superior nutrtional b brand which lbraca for its quality, taste and innovatic

R e ——— status and gaps

living, lactose alternative and organic.

* Increase market share
Business objectives: ® Increase revenue
* Reduce cost

Availabilty and consistency of raw product. Building relationships and partnerships with organic
Business risks and opportunities: | farmers. Focusing on emerging markets by building brand recognition and educating consumers on
heath benefits of nutriional beverage.

Balanced Scorecard (finandal, customers, business operations and learning and growth perspactives).

B Cascaded fom corp toeach busiess ivon and ncicualmanage,
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Step 2: Assess Issues

STEP 2

Expected Outcomes

* |dentification and
prioritization of issues
from the perspectives of
employees and key
external stakeholders

WORKSHEET 2a: INTERNAL -

PRIORITIZE EMPLOYEES® ISSUE RELEVANCE TO THE BUSINESS
[£ Gl

INSTRUCTIONS: Plot the potentid and curent isues identified by employees. Rate each isue = High (H),
Medium (M), or Low (L) acconding to the following consideratiors:

Omankzation’s Impacts

» Daovthe organizations adtivities cumently or heve the potential to impact the Esue?

* Are the cument / patentis| impacts significnt in comparisen to other industries or peers in the same sactor?
Importance to Business Success Factors

* Ara thereshort- or long-term business risks or opportunities associated with the Esue?

» Would addressing the ridks / apportunities support the crganization’ business strategy and ojectives?

VALUE CHAIN STAGES:
§ = Supply; C = Company Operatiors; D = Distribution; U = Cu:

M |+ mrigration paiy ©) |
+ Lol homeless popuiation [0

Importance to Business

* Prioritize issues according to:
— Relevance to business

— Significance of impacts from
the business

— Level of concern to external
stakeholders

— Abillity to control or influence

* Tanspertstion . "
L infrmtructure (O} * Taes paid I) * Air emisiors (D)
L M H
Organization's Impacts
lssues [examplesk Reasoning behind Rating:
Enengy use (0) High mpacts, dstbution I melor conriutor to enesy Use and asockited csts
Enengy us 5, C) Interetty In supply and company aper
L2 o aternative energy sources S, €, 0) - Medum poterial Impacts and opportunity for Industry leacersnip
Farming runvatis () SNt cumen Impacts, medium business sk
Emplayes Health and Satety (C) Meclum cument Impacts, bt Fnpartant a part of core value
Local ecanamic develcpment () Opportunly ta InEgra1e o jaca Tk, with high Impact Dt medbm (mperiance o busiess
Tawes pakd (€ SHENC DUEESS procedurE
Tanspartation Rtrstrucure{0) Rel=@nt but not Impartant o business, wih lited organization’ Impacts
ys E : 1 T
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Materiality: External Perspective

EAG Perspective
Are Social Goals Relevant to Business?

Community indicator programs can provide insights into what is important

to the local cormmunity. While social / community goals are typically outside a
company’s sphere of control, they are influenced by local business polices and
practices (see figure below). Online at www.gemi.org/metricsnavigator, Kirvil
Skinnarland of Sustainable Seattle and Trilogy, LLC, explores how community
indicators can help inform a company in determining what is material and in
shaping its business goals.

Social Goals

Sample Indicators:
Liwing Wages
Health Care

Affordable Howsing
Public Safety

Diiwarsity # Discrimination
Erwironmentsl Quality
Employment.
Education
Income Distribution

Sphere of Influence —
Outcomes In communitiles. ane
affected by many varlables, e.g.,
demographic trends, econamic
tremds, polltical deciskons, etc

-
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Bristol Myers Squibb Company:
Reporting & Management of Metrics

* Began publishing environmental performance data in the 1990’s
to meet stakeholder expectations
— Driver for extensive infrastructure, procedures and database to
collect, manage, verify and report data
» Ability to assess company’s potential environmental impacts
* Identification of cost-saving opportunities
» Cross-functional involvement and company-wide awareness of
sustainability issues
* System helps assess potential impacts, set performance targets,
and measure progress of goals (2010 sustainability goals)

* Today, BMS tracks 60 environmental parameters in 50 facilities
worldwide and has issued sustainability reports since 2001

S L | | The GEMI Metrics Navigator™



Step 3: Develop Key Objectives

STEP 3 ¥ Short list the most
Expected Outcomes material issues

* Material issues for
consideration in

developing metrics Select few critical key
Critical few key objectives . .
objectives based on:

— Business value

WORKSHEET 3a: ATERIAL ISSUES
(YT Nutntional A )2 Examiel

s e s e s e omennen. | Sycjatal value of

For example, Energy Usa (S, C) was plotted in the dark-shaded ara in Workshest 23 and recaives a high rating on the Relevance to the Business mds in
‘Workshest 3a. Energy Use (S, C)was plotted in the medium-shaded area In Worksheet 2b and recelves a medium rating on the Significance of Concern axs

e addressing the issues

VALUE CHAIN STAGES:
D= = Customer = End of Life

Use of Froduct

» Immigration policy

# Useof atternative energy (5, C, D)

Significance of Concem
(Worksheet 2b)

» Local homeless populatian (D)

Relevance to the Business
(Worksheet 2a)
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Step 4: Define KPlIs

* What are the objectives and targets?

STEP 4 i
»
Expected Outcomes

What are the uses
« Established set of Ke
Performanc Indicator (CPE) * Who are the users?

e Understanding of uses and
users of metrics

B ¥ How are the metrics defined and

and support KPls

e Clear targets for the metrics CaICUIated?
* Where are the data?

VWORKSHEET 4a: DEFINE THE KEY PERFORMANCE INDICATORS x

INSTRUCTIOMS: identify the drivers that affect the key objective and potential consequences (for the business and for society) in meeting the key chiective.
This information informes the dedsion & to what to track as KPE Indicate other measurement corsideratiors relsted to the KP that can be developed into metrics in |ater stages.
Kiey Objectives were identified earlier in Worksheet 3b.

Material
Issue

Kay Performance Other Measurement

Key Objective LT e Indicater (KPI) Considerations

= Enengy effidency

* L= of enewable emengy

= |mplementation of best pactice
technology and proceses

# Percent energy from
renewahble resounces

Best practice implemertation
Energy oost-saving

GHG Reduce GHG
emissions | emissions along

= Erengy oost reduction ’ rechuction
(s, €, 0) value chain

* |nnovatiors: ted-nology * |nnovations
& busires model techrology &
business model

= hew organic product

Organic Increase arganic development : glm Bl * Percert revenue 2 g I 7 S
" z . image ; farmers program
preduct portfolio = Marketing of crganic products | Driwi GRS ’ from orgaric o (@Es -
(5, Uy and salkes = Relatiorehipwith erganic Vi more SUSEInG products ust “"E”.‘m""."’.”
- agriciture = Awvcidance in pesticide run-offs
Nutriton | Become provicer et | pigien rypifion anareness | INEed Sles » School children
cntent | TR AT | campaign at schools . Cumm‘ﬁﬁ; . * reached in nutriion | ®  Nutrition contert
L] praducts far children = Nutrition content in products chilrens health SWErEres @mpaign

GL _ ' The GEMI Metrics Navigator™




Metric Types

* OQutcome:

— One-dimensional (energy consumption per year)

— Cross-cutting (energy consumption per unit of value add)

* Process:

— Management and operations (# energy review activities per year)
* Consequence:

— Business (cost reduction from energy savings program)
— Societal (land area saved from raw material reductions)

Example:

Figure 5. Defining Key Performance Indicators and Metrics

Material Key Metrics & m
Issue -.{ Objectives ) Kol > Targets > METRICS
Attracting & Offer competitive Ranking of salary & Median salary &
retaining best salary & benefits benefits relative to benefits to be at
employees peers top guartile in
industry 1. Improve salaries & conditions

in Asia
2. Revisit maternity benefits in
Latin America
3. Maintain salary 8 beneafit level
in North America & Europe

Consequences

Metrics

1. Retention
2. Employee satisfaction index

INFORM
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Uses of Metrics

b
A

Learning:

— Benchmark internally

— Evaluate alternatives
Decision-making:

— ldentify improvement options
Accountabillity:

— Report to stakeholders
— Track performance

Demonstration:
— Build the business case
— Promote ‘sustainable’ initiatives

i
A

i
A

i
A
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DuPont:
Metrics to Drive Sustainable Growth

* Different metrics can be appropriate for different uses

* “SVA/Ib” (shareholder value add per pound of production)

— Combines multiple dimensions into one number
(pound of production as proxy for environmental impacts)

— Useful for planning and strategic discussions

— Operationally too sensitive to factors unrelated to environment
(e.g., market fluctuations, acquisitions/divestures)

* Marketplace and footprint reduction goals and metrics
— Drive sustainable growth into operations

— Drive same goals as SVA/Ib
* less sensitive to economic fluctuations
» better address stakeholder concerns

— Example: goal to nearly double revenues from non-depletable
resources to at least $8 billion by 2015

S | | The GEMI Metrics Navigator™



Step 5: Evaluate & Communicate

* How to implement the

metrics

STEP 5 . . . -
. % How to integrate into existing

* Regular communication |nf0rmat|0n management

and feedback based on
performance against targets SySte ImsS

# How the metrics can be
presented to provide useful
Insights to audience
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Southern Company:
‘Target Zero’ to Change Mindsets

* Set target: zero safety incidents
— Beliefs
— EXxpectations
— Performance standards
* Principles: ‘Believe it! Expectit! Live it

— Believe all injuries and occupational ilinesses can be prevented; all
tasks can be planned and completed safely

— Understand working safely is a condition for employment;
managers, supervisors and individuals held accountable

— Commit to health & safety rules, continuous improvement; leaders
must recognize and reward success

* Results: improved performance (first year)
— Recordable injuries reduced by 25 percent
— Lost work time injuries reduced by 40 percent
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Johnson & Johnson:

Communicating Progress Toward Goals

* Dashboard displayed for employees and managers
— Performance insights at multiple levels
— Ratings use both process and outcome metrics
— Composite indices combine multiple metrics/criteria into single score

— Shown as ‘on target’, ‘caution’ or ‘needs attention’ (light/medium/dark
shades used for green/yellow/red)
Johnson & Johnson Environmental Performance Dashboard (Example)

Total avoldance: 1,589,456 Totl usage: 53,165,445 (PRA: 3.0)
Packaging awoldance = 726 480
Packaging Use = 13,552 000 (5.4 FRA)

1. Non-haz NFD avoited = 1,275,194 Total Mon-nar NPD - 81,085,432 [1.57 FRA)
2. Haz NPD avolded = 14,146,302 Tota Haz NPD = 109,843,578 {12.9 FRA)

R Mzteral Les

Packaging Lse

Next Generation Goal Progress Reasons / Comments
compliance # REK Management | 3 Noncompliance events
150 certified, MAARS raing = 2, MAP not reviewad and signed, 100% of MAP fems on Ime,
Mgt Systerrs /150 14001 u CCO plan ongoing & on schiedule
MNew Product/Process Review = 100% of New Products/ProcessesPackaging reviewed wsing the DIE ool or equivalent.
76% EM with EHS contract language, 40% EM audits on schedule, 100% EM audited before use,
External Manufacturing O 0 wunacceptable EM, D Marginal EM
Energy Lse 1 03% Enhanced Best Practices Implamented
Water Lisa iz 51% Best practices Implemented, Cumulative PEA =715, Water Usage = 502 386 mé, Avoided = 35 897 m?
O
=

Waste Reduction (NPC) 2, Ttk PO vnikded = 1, 914,000 Total Toxic NPO = 32,403,305 (5.0 FRA)

4, Use of Prefemed Waste Mgmt Method = 16% deoease from 2000
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Step 6: Evaluate Improvement
& Integration

* Analyze the business value
STEP 6 that has been achieved

Expected Outcomes

+ Assessment of how metrcs through the metrics

are driving improvement
o e development process
business benefits

i o
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Evaluation

% Do the metrics...?

— Inform business decisions, promote learning and
demonstrate the business case

— Support the business strategy

— Engage employees and external stakeholders
— Respond to issues identified by stakeholders
— Change the behavior of individuals

— Help integrate sustainability thinking into the
organization’s culture

— Reflect business values and yield business
benefits
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Summary Worksheet

* Captures critical
conclusions from each step

% Provides a logical

Key business objectives (from Step 1)

framework for el el e et s s S ot e B S

What is

commun |Cat| ng the et | Key amployses and extemal stakeholders in this effort (from Step 2

Critical few material lssues (from Step 2)

‘What, and ‘Why, Of Key objectives which relate to the material issues (from Step 3)
metrICS ':,':::,'t;d Expected uses of the metrics and by whom (from Step 4)

measure | kpis and related metrics, what they are and how well they meet the criteria (from Step 4)

;: C an S u m m ar I Z e th e Degree of integration of metrics into management systems (from Step 5)

Effectivenass of metrics communication to users (from Step 5)

metrics development | e

p Focess fo I sSen I or effectiveness | £xpacted change In personal behavior (from Step 6)

Use of metrics to support the business case and refine business strategy (from Step 6)

m an ag e m e nt Expected business value (from Step &)
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In Conclusion

* Regardless of how this tool is used, it should
generate meaningful conclusions

= This tool does not recommend specific
metrics

s The tool provides:

— a framework for identifying and managing
environmental, social and economic issues

— a process for developing the critical few metrics
which measure performance

* Additional resources to support the tool are
online at www.gemi.org/metricsnavigator

I e | The GEMI Metrics Navigator™



How to Contact GEMI:

Steve Hellem, Executive Director
Amy Goldman, Director

i o

1155 Fifteenth Street, NW, Suite 500
Washington, DC 20005

Phone: 202-296-7449

Fax: 202-296-7442
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