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ABSTRACT

Although public, governmental, international and stakeholder pressure have led to corporations
conforming to better sustainability performance, there has been an insignificant reduction in
environmental degradation levels, and progress in sustainable development is limited. This study
examines which factors influencing environmental management and reporting in South Africa could
potentially contribute to this limited progress. The study was based on a series of interviews with
sustainabilitymanagers of JSE-listed firms. Results suggest that stock exchange listing requirements,
internal processes and structures, experienced staff and the sustainability committee positively
influence environmental and overall corporate sustainability, yet that resource and time
constraints, as well as reporting fatigue, potentially limit the advancement of sustainable
development. This restricts the further reduction of environmental degradation, which is urgently
necessary in light of the harmful impacts that for example climate change has on the
environment, societies and economies.
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1 INTRODUCTION

Continuous environmental degradation has led to increased public, stakeholder,
governmental and international pressure on corporations to conform to better sustainability
performance (Epstein, 2008) and to improve accountability for their social and
environmental impact (Charlo, Moya, & Mufioz, 2013). Corporate attention to sustainable
development has grown internationally (Du, Jian, Zeng, & Du, 2013; Jizi, 2017; Martensson



& Westerberg, 2016). Sustainable development is of vital importance considering the
harmful impacts that climate change has on societies, economies and the environment
(IPCC, 2014; Martensson & Westerberg, 2016). Various international organizations such as
the Global Reporting Initiative (GRI), the International Organization for Standardization (I1SO)
and the International Integrated Reporting Framework (IIRC) provide guidelines and
frameworks to assist corporations in their stakeholder communication relating to non-
financial performance. Sustainable stock exchanges (SSEs) such as the New York Stock
Exchange (NYSE), Shanghai Stock Exchange (SSE) and Johannesburg Stock Exchange (JSE)
have aided in establishing environmental indices, listing rules and financial systems that
reflect company sustainability (SSE Secretariat, 2017).

Despite the advances in corporate environmental management practices and a steady
increase in corporate non-financial reporting globally (Editorial, 2009; KPMG, 2013),
progress in sustainable development and the reduction of environmental degradation levels
is limited (Skouloudis, Evangelinos, & Kourmousis, 2010; Baumgartner, 2011; Bouten,
Everaert, Van Liedekerke, De Moor, & Christiaens, 2011; Jabbour et al., 2012; UN, 2012;
Alazzani & Wan-Hussin, 2013; Comyns, Figge, Hahn, & Barkemeyer, 2013). One factor
influencing this has been related to corporate sustainability management and disclosures
becoming merely a modification of business as usual (BAU; Martensson & Westerberg,
2016; Jizi, 2017). Further, regulatory and stakeholder pressures, competitive advantages,
and external standards and legitimacy have driven environmental management instead of
sustainable development as a central company value (De Silva Lokuwaduge & Heenetigala,
2017; Deegan, 2014; Jose & Lee, 2007; Paulraj, 2009; Ramos, Cecilio, Douglas, & Caeiro,
2013). Extern al pressures can only effectively lead to a transformation of company
processes towards more sustainable business practices if internal structures and processes
have integrated sustainability into the business strategy and management plans
(Baumgartner & Rauter, 2017;Sullivan & Gouldson, 2017).Yetithasbeenreportedthatsound
environmental management systems, practices and frameworks to track impacts are either
absent (Jabbour et al., 2012; Maubane, Prinsloo, & Van, 2014; Ramos et al., 2013; Skouloudis et
al., 2010), not welldeveloped or not wellimplemented (Searcy, 2016). Too little focus was given to
actual improvements (Brammer & Pavelin, 2006; Skouloudis et al., 2010).

In South Africa, a country that is at present experiencing severe environmental challengessuchas
waterscarcityandincreasing temperature anomalies as well as changing frequencies and intensities
of severe weather events (Burkett etal., 2014; Christensenetal., 2013; Cisnerosetal., 2014;
Cubaschetal., 2013; Kirtman etal., 2013), sustainable development was positively influenced by
the Johannesburg Stock Exchange (JSE) and the King Codes on Corporate Governance (King
I, I, Il and IV; Malherbe & Segal, 2001; JSE, 2010). King Il brought the sustainability conceptinto
abusiness context, encouraging companies to practice environmental responsibility and support a
‘precautionary approach to environmental challenges’ (loDSA, 2002, p. 93). King Ill focused on
integrated sustainability reporting, as discussed in Section 9 of the code (loDSA, 2009). King 1V,
releasedin 2016 and effective as of 1 April 2017, makes reference to integration without a strong



emphasis on environmental reporting (loDSA, 2016), and positioning sustainable development as
one of the fundamental concepts of the report. Despite thisinitial drive, recently many
corporate targets were found to lack ambition and to be short term and operationally rather than
strategically focused (CDP, 2016a). Environmental impact and risk reporting were also found to
be static (CDP, 2016b; Kitsikopoulos et al., unpublished). Considering this development and thatno
considerable reductionin environmental degradation levels has been achieved (IPCC, 2014), it is
necessary to understand the factors potentially limiting sustainable development progress.
Specifically, this study aimed to identify the factors thatinfluence the environmental management
andreporting at South African companies based on a series of interviews with sustainability
managers of JSE-listed firms. This study contributes to the existing discussions on aspects impacting
corporate environmental managementand reporting, but also provides evidence to develop a
better understanding of thisissuein a South African context.

2 METHODS

To investigate the factors affecting environmental management and the reporting thereof, a
representative sample of 30 JSE-listed companies was selected for interview. Companies
belonged to six economic groups (resources, 5; basic industries, 4; non-cyclical consumer
goods, 5; cyclical services, 5; non-cyclical services, 5; financials, 6; FTSE International, 2002).
Greater levels of engagement with sustainability management have been found at large
firms, which may be due to the presence of qualified staff, management tools and
stakeholder involvement as well as their more significant economic, social and
environmental impact (Horisch, Johnson, & Schaltegger, 2015). Large listed firms are thus
suitable for an analysis of their environmental management and reporting approaches.
Accordingly, the selected companies also needed to be part of the JSE Top 100, which are
the largest listed firms according to their market capitalization in 2008.

Each company was contacted to request the details of the relevant staff member dealing
with environmental management, which was usually the sustainability manager. Sixteen of
the 30 companies contacted agreed to participate in this research. The empirical work for
this study was carried out in South Africa (Johannesburg, Pretoria and Durban regions)
between May and July 2014. Fourteen interviews were held in person while two interviews
were conducted over the telephone. Interviews were carried out with sustainability
managers or staff involved in the environmental sustainability work of companies in mining,
industrial metals and mining, oil and gas producers (resources), construction and materials,
forestry and paper (basic industries), food producers (non-cyclical consumer goods), general
retailers, travel and leisure, industrial transport (cyclical services), mobile
telecommunications (non-cyclical services), banks, non-life insurance, life insurance,
financial services and real estate investment trusts (financials).

The semi-structured interviews were focused on obtaining the manager's or staff member's



perspectives on environmental reporting in their organizations. The interview questions
focused on the level of importance of environmental issues at the company, the motivation
for environmental management and reporting, and the importance of the sustainability
committee for corporate environmental management. Because competencies and
experiences have been found to greatly contribute to the successful implementation and
management of environmental strategies (Martensson & Westerberg, 2016), the
interviewees were asked to outline the criteria used by the company to select new staff for
the sustainability department. As both internal communication and the integration of
environmental systems in the overall control and structure of the business have been
reported to positively influence environmental management (Martensson & Westerberg,
2016; Siebenhiiner & Arnold, 2007), interview questions also covered the following topics
based on the King Il principles (applicable to companies at the time the research was
conducted; loDSA, 2009): controls present in the company to verify and safeguard the
integrity of the integrated annual report (Principle 9.1.1); company efforts to ensure
substance over form (Principle 9.1.5) and the role of the audit committee in overseeing
assurance of sustainability issues (Principle 9.3.3). While this research was undertaken, King
Il was applicable to JSE-listed companies. Although it was replaced by King IV, the new
principles were only effective on 1 April 2017 (loDSA, 2016). Hence interview questions
were based on King Ill. An opportunity was given to the interviewee to discuss any concerns
or issues around environmental sustainability not covered by the interview schedule.

Ethics clearance was obtained from the University of the Witwatersrand Human (Non-

Medical) Ethics Research Committee (H13/11/08). The interviews were transcribed and
answers were analysed for commonalities and aggregated into key words, phrases and
expressions. Percentages were calculated for levels of consensus.

3 RESULTS

Eightofthe 16 interviewees responded thateconomic, social and environmental issues are
equally important to their company. Only three interviewees said that economic issues outweighed
environmental and social issues. The remaining responses varied as to which of the three aspects
had more weightintheirfirm.Boththe company responsibility/understanding the importance of
environmental issues (55%) and JSE listing requirements (27%) were seenas mostimportant in
motivatingthereportingonenvironmentalissues (Figure 1).
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FIGURE 1. Most common reasons provided for reporting on environmental issues in the

company
All

participating companies had sustainability committees (or similar committees) in place. This was
eitherin response to the Companies Act (19%), which took effect in 2008, in response to King Il
(25%), orforotherreasonssuchastoimprove visibility of sustainability, the need for attention at
board level or to maximize efficiency (56%).

The sustainability committee was also seen toimprove environmental performance by 15 of the 16
interview participants, as it supports communicationtothe board, improves company management
and awareness and drives company change. One interviewee suggested that the company itself
was the driver of sustainability, not the committee.

Whenselecting new staff, mostcompanieslooked forexperience and expertise (52%) as wellas askill
mixture (20%). Anunderstanding of the industry and reporting was another criterion mentioned
(16%). Only a few companies were concerned with qualification (8%).0One company did not
have any hiring strategy in place.

Internal assurance was found to be the main control system to verify and safeguard the integrity of
integrated reports (46%; King Il Principle 9.1.1; Figure 2). Interviewees also stated thatinternal
verification processes and sound internal company structures play an important role in the
management of environmental issues. Substance over form (King lll Principle 9.1.5) was achieved
in many different ways, and no single standard measure could be identified. The strategies
applied by companies included data verification (20%), reporting of examples in the annual
report (20%), reporting against targets (20%), identification of materiality (16%) and making
use of various management systems (12%), as well as the use of GRI guidelines, King Ill
principles and/or IIRC guidelines (8%). All 16 companies had an audit committee overseeing
the assurance of sustainability issues (King Ill Principle 9.3.3). Strategies mentioned for
Principle 9.1.5 (substance over form) also serve to reinforce this process.
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FIGURE 2. Controls present at companies to verify and safeguard the integrity of the
integrated annual report.

Being given the opportunity to raise any additional issues, interviewees brought up similar
concerns. The following key issues were identified:

difficulties in determining what is material to the business;

companies experience reporting fatigue (reporting on, for example, the GRI, Carbon
Disclosure Project (CDP, water and carbon), Greenhouse Gas (GHG) Protocol, United
Nations (UN) Global Compact, ISO 14000, AA1000 and other industry- and or sector-
specific reporting tools or certification systems such as the Forest Stewardship Council
(FSC)) — reporting guidelines available to companies are not necessarily aligned;

most companies experience cost and resource constraints for managing data and the
reporting thereof.

4 DISCUSSION

Although most interviewees indicated that economic, social and environmental aspects
carried equal weight in their respective companies, it is not clear whether this view was
shared across the company, especially at board level. The responses given appeared to be
partly dependent on the sector or economic group in which the relevant company operated.
Companies within the financial sector, for example, tended to prioritize economic over
social and environmental aspects, having the creation of profits for investors as their main
goal. Different economic groups and sectors are also exposed to different levels of external
pressures (Cho, Guidry, Hageman, & Patten, 2012; D'Amico, Coluccia, Fontana, & Solimene,
2016; Martensson & Westerberg, 2016). For example, the JSE at the time distinguished



between high, medium and low environmental impact companies, depending on which
sector they operated in (JSE, 2010, Section 13). Companies in the resources group, among
others, were required to report on a wider range of sustainability issues and in more detail
than a company operating in the financials group (JSE, 2010, Section 13).

Until a few years ago, companies globally reported on environmental issues for example to
increase their competitive advantage, to conform to regulatory and stakeholder pressures
or to comply with external standards (De Silva Lokuwaduge & Heenetigala, 2017; Deegan,
2014; Jose & Lee, 2007; Paulraj, 2009; Ramos et al., 2013). Research findings here indicate
that South African companies mainly report on environmental issues in compliance with JSE
listing requirements and because it is viewed as a responsibility or because companies
understand the importance of environmental issues. This confirms that external pressures
and standards positively influence corporate environmental reporting, as reported
previously, and shows that companies aim to abide by the regulatory norms. The results
obtained in this study could further indicate that companies may have developed a greater
understanding of their responsibility regarding their impacts on natural resources and
management needs. This could be verified with departments other than the sustainability
department and at board level, and would eliminate the possibility that the outcomes
presented here are related to views shared by sustainability managers only. Other studies
have identified a lack of reporting by competitors and an absence of interest from
stakeholders as possible reasons not to report on environmental issues (Kolk, 2003; Ramos
et al., 2013). This concurs with the response given by one interviewee from the financial
sector: environmental reporting is held to a minimum as stakeholders have expressed no
interest in these matters.

The majority of the companies included in this study have a sustainability committee in
place, although the name of the committee may vary among firms. Sustainability
committees were identified as playing a vital role in company sustainability management
and in communication to both the board and the employees. Such a committee is viewed as
necessary in order to include a sustainability approach into the daily operations. Although
the King lll Code of Corporate Governance does not make mention of such a committee (or
similar), it was included inter alia in response to the Companies Act of 2008, which
prescribes the appointment of a social and ethics committee (Department of Trade and
Industry, 2009). Other research has shown that the presence of a sustainability committee
as well as a chief sustainability officer positively affects the disclosure of GHG emissions
(Peters & Romi, 2014). The environmental sustainability function fell within the social and
ethics committee in 80% of companies. This differs from results obtained by Jose and Lee
(2007), which showed that only 30% of the Fortune Global 200 companies had separate
environmental committees in place and 18% were part of the health and safety unit. This
may be a result of significant social issues affecting South Africa, which take priority in
sustainability management (IRMSA, 2015).

Most corporations value competency and experience when selecting new staff to assist with



company environmental sustainability. This is in accordance with findings by Martensson
and Westerberg (2016). Competent and experienced staff are an important factor that can
positively influence environmental management and the reporting.

The three King lll principles (controls present to verify and safe- guard the integrity of the
integrated annual report; ensuring substance over form; assurance of sustainability issues
by the audit committee) included in this study give some insight into the internal company
systems. As they are listed in Section 9 of the code, they would be important to the
reporting and disclosure of company sustainability matters. Interviews revealed that most
companies opted for internal verification systems in order to safeguard the integrity of the
annual integrated report. Eighty percent of companies included other internal processes
and review systems in internal auditing systems. Similarly, interviewees were of the opinion
that, in order to manage sustainability issues successfully, a sound internal assurance
system is required. This was in response to inquiring about the application of King IlI
Principle 9.3.3 (oversight of the audit committee over the provision of assurance of
sustainability issues), which was evident at all companies. It was proposed during the
interviews that a company should have a well-functioning and effective internal audit
system, as this would indicate a good level of understanding within and between company
departments in addition to a well-aligned business strategy. Research supports the notion
that well-functioning and well-aligned internal processes and structures and company
management systems to run a more sustainable business and positively influence environ-
mental management are very important (Martensson & Westerberg, 2016; Romolini, Fissi,
& Gori, 2014; Siebenhiiner & Arnold, 2007; Songini & Pistoni, 2012; Sullivan & Gouldson,
2017). Although, according to the interviewees, the King Il principles were followed, the
quality of internal verification systems and their level of implementation were not verified
here. Future research should assess this quality at South African listed companies. King Il
further refers to ‘substance over form’ as a principle (loDSA, 2009), but leaves it open as to
how this can be achieved. The principles do not provide any guidance in this matter. This is
reflected in the different strategies employed by the companies. Reporting on data and
initiatives seemed to be the main strategy, but there was no clear indication as to how this
issue was addressed and achieved.

Another aspect raised was the importance of materiality in the management of
environmental issues. It is essential to correctly identify which issues are core to the
business strategy and values, and not to allow, for example, the GRI guidelines to define a
business. A lack of materiality understanding would in turn mean that the business could
first encounter difficulties in understanding how environmental issues affect the business
(Barkemeyer, Preuss, & Lee, 2015). Second, the GRI guidelines might be used as a tick-box
system (de Colle, Henriques, & Sarasvathy, 2014), potentially affecting sustainability
reporting quality as well as sustainability management. According to most interviewees, it
was necessary to have made mistakes in sustainability management over the past years, as
these errors provided the opportunity to better understand materiality and slowly progress



in the field. Sustainability management and reporting is a journey with constant
adjustments to improve the relationship with stakeholders and contribute to sustainable
economic growth (Lozano, 2013). This view was also shared by interviewees who
participated in this study. Despite this learning curve, annual report analyses (Kitsikopoulos
et al., unpublished) indicate that the reporting of key environmental indicators showed no
further improvement after 2011.

Reporting fatigue, and resource and time constraints, were two aspects pointed out during
interviews that negatively impact on corporate environmental management and reporting.
A large number of reporting initiatives and guidelines, such as the GRI, the CDP, the CDP
Water Disclosure and the International Organization for Standardization (ISO), are applied
by companies. Firms spend a significant amount of time on reporting for both compliance
(e.g. legal and listing requirements) and voluntary purposes (e.g. sector competition). The
measures these frameworks provide do not always allow for easy comparison between
companies within or between sectors (De Silva Lokuwaduge & Heenetigala, 2017). In
addition, aside from the financial year end reporting deadline, the various reporting
initiatives and guidelines have their submission dates at different times of the year and are
not necessarily aligned in their information or data requirements. Very little time is
therefore left for the implementation and management of sustainability initiatives. The
clear message sent by interviewees was that reporting is not what sustainability should be
about. Cost and resource constraints only add to this problem. An increased need for
resources and time for all aspects of environmental management as well as reporting
fatigue were also identified by Brown, de Jong, and Levy (2009) and Lozano (2013). More
than a decade ago, research had already shown that CEO expectations were not in line with
what the sustainability team felt they could achieve: adequate resources and time
constraints would impact on the quality of the report and how much information could be
disclosed (Adams & McNicholas, 2007). This internal company issue has not yet been
resolved.

Irrespective of whether factors such as adhering to regulatory norms, an understanding of
the importance of environmental issues, experienced staff, a sustainability committee and
well-aligned internal processes and structures positively influence environmental
management, its reporting and overall corporate sustainability, if the staff managing
environmental sustainability do not have the necessary resources and time, and are
fatigued, environmental management can only be improved to a certain point. This means
that progress in environmental management and reporting will ultimately reach a plateau,
and annual integrated and sustainability report analyses have shown that the quality of
reporting has not improved since 2011 (CDP, 2013; Kitsikopoulos et al., unpublished). It is
proposed that by alleviating the reporting fatigue, resource and time constraints that
company staff experience when managing and reporting on environmental sustainability
further progress in corporate sustainable development can be realized.
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5 CONCLUSION

Although corporate environmental management practices have improved and corporate
non-financial reporting has increased globally (Editorial, 2009; KPMG, 2013), sustainable
development progress was found to be limited (Alazzani & Wan-Hussin, 2013; Baumgartner,
2011; Bouten, Everaert, Van, De, & Christiaens, 2011; Comyns et al., 2013; Jabbour et al.,
2012; Skouloudis et al., 2010; UN, 2012). Research findings indicate that, although factors
such as regulatory norms, an understanding of the importance of environmental issues,
experienced staff, a sustainability committee and well-aligned internal processes and
structures positively impact the management of company environmental sustainability,
reporting fatigue, resource and time constraints potentially limit further progress. These
aspects negatively impact on the quality of sustainability management and its reporting
guality and, therefore, the extent to which corporate natural resource use can be managed.
Yet further progress in sustainable development is urgently needed, considering the harmful
impacts climate change has on societies, economies and the environment due to the
continuing natural resource degradation.
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