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DESIGN OF AN INDICATOR FOR HEALTH AND SAFETY GOVERN ANCE

Roberto F. Minguillén (Ing. Roberto F. Minguillon y Asociados)
Enrique Yacuzzi (Universidad del CEMA)

ABSTRACT

Occupational Health and Safety Governance (OHS@)bisanch of Corporate Governance by
which the board directs and controls labor risksatzd by their own enterprise. The OHSG concept is
relatively new; unlike Occupational Health and $afilanagement, which is mostly related to the
work of managerial ranks, OHSG deals with prin@pkie interests of stakeholders, and the work of
directors. The paper defines the new concept, OHi8@&lops an original health and safety indicator,
and presents possible applications for it; as $awe are aware of, the indicator is the first ptivac
tool in existence to measure OHS governance. Ouk i8gart of an ongoing research project aimed
at improving health and safety standards in ingustr

The indicator takes into account—in its structurbe-evaluation style of National Quality
Awards, as a pattern to measure, by assigning angreat number of variables. OHS Governance
variables included in the indicator are grouped iteas, themes, dimensions and elements, in order
to make them operative and measurable. Measureingrarformed by means of a questionnaire,
reproduced as an appendix. Maximum scores for emestion are assigned following multiple
attribute decision theory. The article concludethweflections on the measurement problem in the

social sciences and final thoughts on the chairiatiter of the proposed indicator.

JEL: G30, G39, L20, M11, M12, M14.
Keywords: Corporate governance, health and safety governameasurement, measurement

of health and safety, health and safety governartieator.

! The views and opinions expressed in this publicatire those of the authors and are not necessanibg of
the University of CEMA. Contact author: Prof. Enrég Yacuzzi, University of CEMA, Av. Cérdoba 374,
C1054AAP, e-mail;_ey@cema.edy.ael.: 54-11-6314-3000. The authors appreciateaheouragement and
advice received from Prof. Rodolfo Apreda, DirectGenter for the Study of Public and Private Goaeoe,
University of CEMA. Any remaining errors are our mw



TERMS AND DEFINITIONS 2

For the purposes of this document the followingieand definitions apply:

Accident: undesired event giving rise to death, ill deatjuryy damage or other loss.
Continual improvement: process of enhancing the Occupational Health afdtys (OHS)
management system, to achieve improvements in ib@s performance.

Hazard: source or situation with a potential for harmemts of injury or ill health, damage
to property, damage to the workplace environmang, @ombination of these.

Incident: event that gave rise to an accident or had thenpiat to lead to an accident.
Occupational health and safety: conditions and factors that affect the well-beiofy
employees, temporary workers, contractor personnsitors and any other person in the
workplace.

OHS management system:part of the overall management system that fatdg the
management of the OHS risks associated with theéss of the organization.

Performance: measurable results of the OHS management systetated to the
organization’s control of health and safety ridk@sed on its OHS policy and objectives.
Risk: combination of the likelihood and consequencesao$pecified hazardous event
occurring.

Risk assessmentoverall process of estimating the magnitude of aiséd deciding whether or
not the risk is tolerable.

Safety: freedom from unacceptable risk of harm.

Tolerable risk: risk that has been reduced to a level that caenblered by the organization

due to its legal obligations and its own OHS palicy

2 See BS8800:1996 (1996).



1. INTRODUCTION

Our aim is to create an Occupational Health an@tg@abovernance Indicator (OHSG
indicator). In the process, we formalize a reldtiveew concept: Occupational Health and
Safety Governance (OHSG), and analyze its compenddur ultimate objective is to
integrate results, and study, in a later stageunfresearch, how OHSG affects health and
safety performance.

The indicator systematizes diverse theoretical p@nts, which become internal and
external benchmarks for OHSG. Thus, important \éem can be monitored through time.
The indicator is an inventory of useful principlasd practices that orient organizational
learning on OHSG and monitor its development.

The paper defines the concept to be measured, OB8{pffers a complete list of its
elements, which later become pieces of the indicdtioe amplitude and variety of elements
make of the indicator a checklist of desirable abtaristics of OHSG. While checking the
indicator's elements, directors and managers ate &b consolidate his knowledge of
principles and practices of OHSG. In this way, thdicator becomes a learning tool for
continuous improvement, and a basis for systeneatituation of OHSG on the part of third
party auditors that focus on quality managemenesys.

Our OHSG indicator follows in its form, but notiits content, the evaluation method
of National Quality Awards, as a pattern to meashyeassigning points, a large number of
variables. Variables are operationalized by groggirem in areas, themes, dimensions and
elements. Measurement is performed by using a ignestre. Maximum allowable points
are assigned on the basis of a rather advancettafoph of utility theory. The indicator will

be used in case studies in order to check its \aduepredictive and OHSG tool.

2. INITIAL RESEARCH QUESTIONS THAT LED TO THE INDIC ATOR'’S DESIGN
In the process of indicator design, we covereddhewing research areas:
* What is OHSG? We define the concept, differentinttom OHS management,
and justify its relevance and applications.
* How can we measure OHSG? The indicator is aimednatsering this precise
question.

» What the practical uses of the indicator could be?



3. THE CONCEPT OF GOVERNANCE AND ITS ADAPTATION TO HEALTH AND
SAFETY

Governance is a general concept. Corporate goveenena subset of the general
concept; other subsets are public governance aizhiggovernance (Apreda (2003)). In this
paper, the subset of interest is health and sgfatgrnance.

Let us review the general concept of governdntre.general, it is understood by
governance a “field of learning and practice whosen tasks are:

* The search ofrinciples, rules and good practices that allow organizations to be
efficiently run within the current institutions, atcertain date;

* The design of mechanisms of representation, legiBmmodes of wielding power,
enforcement of rules and procedures, accountability, control, incentives and
standards of performance to be applied to organizations;

* Theéefficacious pursuit of goals and missions that stem from the foundational charter
and statutes of the organization.” (Apreda (2068)phasis added.)

The terms in italics are particularly relevant fausiness organizations, both large
companies and small and medium-sized enterprisesnétter the nature of ownership or the
kind of board of directors chosen by a firm, rul@s;entives, standards, accountability,
control, goals, mission, and efficiency are keyaapts that the study of governance brings to
light. The trend towards a broader definition ofvgmance is shared by authors such as
Collin et al. (2004); they claim that corporatevgmance has to broaden its focus on the
listed corporation, and reach other organizatidoahs, such as the associations, that they
study.

We focus now on the business corporation. A lamg@ber of definitions of corporate
governance have been advanced through the yeardrdaditional definition is related to the
protection of shareholder’s interests (Tirole (20Q0dnd has roots in the issue of separation
between management and control (Berle and Mear32))LMuch more recently, Monks and
Minow (1995) (quoted by Apreda (2003)) maintaintticarporate governance studies the
“relationship among various participants in detenmy the direction and performance of

corporations.” For Kawakami et al. (1994), corpergovernance is a generic term that



describes the ways in which rights and responsésliare shared among the various corporate
participants, especially the management and theelsblalers. It is a concept of higher order
than management, as it is related to setting tinédiobjectives and checking that managers
are behaving accordingly.

Apreda (2003) gives a working definition of governa that encompasses a humber
of perspectives. He defines corporate governandheagovernance within corporations and
nearly alike organizations (including state-own&d$) that brings to focus a number of
subjects, displayed in Table 1.

Subjects of Corporate Governance
e Ownership structure
« Company’s founding Charter, by-laws, statutes, @tks of good practice
« Board of Directors and Trustees. Allocation andtaardecision rights
« Managers’ fiduciary duties towards owners and th@nagement decision rights
« Investors’ property rights and protective covenants
« Conflicts of interests between managers, credittemers and other stakeholders
* Managers’ performance and incentives
¢ Rent-seeking and soft-budget constraints
* Production and disclosure of information to markeggulators and stakeholders
< Accountability to regulators, stakeholders and stoes
< Private, public and global gatekeepers (reputatimmermediaries)
< National and international institutional constraithe Judiciary, traditions, regulations
and law enforcement).

Table 1.Main subjects of corporate governance. Source: dg(2003).

There are two traditional views to understand thgeaives of a firm: The
Shareholder Concept and the Stakeholder Concem. fdimer, rooted in the theory of
accounting and finance, is associated with the mastion of shareholder wealth. The
management should create as much wealth as possititee shareholders. The latter, on the
contrary, poses a broader range of objectives fousaness—profit maximization being one
of them—»but it also measures the quality of corfoflde, manager satisfaction, respect for
society and the environment, and a variety of far@nndicators.

Businesses are affected by their environment: ousts, suppliers, government
agencies, families of employees, special interestigs; in turn, the business decisions and

actions are likely to affect one or more of thetskeholder groups. The managers of a firm

® This section is based on Yacuzzi (2005).



should consider their responsibilities to groupkeotthan the shareholders when making
decisions. Stakeholder theory suggests that companan benefit significantly from
cooperating with a wide range of stakeholder groupslerstanding their needs and making
decisions accordingly.

Commentators disagree on the strengths and weases$sstakeholder theory. For
instance, while Allen et al. (2002) consider th&tksholder capitalism can be superior to
shareholder capitalism when markets are not ped@ect complete, Heath et al. (2004)
provide criticism.

Specifically, our indicator will deal with OHSG, vdh we define along Acona Ltd
(2006). Therefore, our indicator will incorporakes tfollowing:

(a) principles, rules and procedures and good ipexcthat allow organizations to get

a continuos improvement of its OHS, in the framdwof constraints created by its

own OHS policy and regulatory frameworks, which aneler continuous change and

evolution.

(b) the design, implementation, and follow-up otahanisms for management,

commitments and responsibilities, conflicts of aliyes, as well as incentives and

performance standards for the organization’s gpgids.

(c) the excercise and legitimation of leadershp,well as participation in activities

related with prevention of labor risks.

4. ELEMENTS OF OHS GOVERNANCE

The OHS indicator was built to measure the qualityan enterprise’s OHSG. It is
composed of three areas, 12 themes, 38 dimensaos93 elements. All these parts are
assembled in Table 2.

As an example of the indicator's organization,sletonsider the area “General
principles of OHS governance”. This area integréitese themes: “Explicit consideration of
OHS governance”, “OHS information provision”, andOHMS director's roles and
responsibilities”. “Explicit consideration of OHSogernance”, includes “Documental” and
“Organizational” aspects. Finally, “Documental” ¢e$ to two elements: “Explicit document
on the importance of OHS governance”, and “SectanOHS governance in the annual
report”. In this hierarchical way, the indicatossucture is formed.



Area Themes Dimensions Elements
Explicit document on the importance of OHS goasce 1
Explicit Documental (22)| Section on OHS governance in the annual report 2
consideration Adoption of a code of OHS good practices 3
of OHS Degree of stickness to an OHS good practices code 4
governance | Organizational | Appointment of a person to follow-up OHS governaisseies 5
(108) (86) Integration of the OHS governance process intartha corporate
governance structures 6
Transparency Actualization of measurement criteria 7
General criteria (6) Information on future performance objectives 8
E))I’|I_I|’l§lp|es of OHS Appointment of a person responsible for internal arternal
information Organizational | information provision 9
?zcac\)/g)rnance provision (26) | (20) Existence of a mechanism to answer inquires frake$tolders 10
OHS Board of Acceptance of the board’s role in OHS leadership 1
directors’ directors (46) Consideration of OHS implications in all board démns 12
roles and
responsibilities| Individual board | Acceptance of board members’ role in OHS leader&RBip
(66) members (20) Engagement of the workforce in OHS matters 14
Search for Search for value creation 15
economic benefif Search for long term prosperity and future valieation 16
(24)
The board is clear about the terms of OHS corpaegponsibility
OHS contract, with values and standards 17
corporate Think strategically about OHS Responsibility 18
responsibility Be constructive about OHS regulation 19
Shareholders’ | (96) Focus on long term OHS issues 20
OHS position Create an OHS culture of integrity 21
(184) Use internal controls to secure OHS responsikiity
Stakeholders Information Information that goes beyond that required by |&w 2
(500) transparency to | Scope of OHS measurement system and other infanm24
shareholders (24) OHS reports requested by minority shareholders 25
Legal Provide a written OHS policy 26
responsibilities, | Asses risk to employees, customers, and otherscatiol be
employers’ affected by their activities 27
duties (40) Consult employees about their risks at work 28
Ensure they have access to competent OHS advice 29
Worforce’s OHS working Safety and occupational health indicators 30
OHS conditions (48) | Working hours 31

position (110)

Safety conditions of instalations, equipment arals@2

Behavioral safety performance 33

Table 2. Indicator’'s dimensions and elements.

Numbers ketwierackets show the

maximum score allowed. Numbers in rightmost coluefier to the questionnaire’s question

numbers.




Area

Themes

Dimensions

Elements

Stakeholders
(500)
(Cont.)

Worforce’s
OHS
position
(110)
(Cont.)

Training (30)

Average number of OHS-related training hours mearyper
employee 34

Average number of OHS-unrelated training hoursyear
per employee 35

OHS coaching activities of the workforce 36

Information (14)

Existence of OHS information channels for exclasige of
employees: newsboards, newsletters, etc. 37

Utilization of OHS information channels: yearlymhber of
informative actions of prioritary or exclusive ingst to
employees 38

FeedbacK18)

Existence of OHS information channels for exclasige of
employees: newsboards, newsletters, etc. 39

Degree of utilization of OHS related complaintsl apinion
system 40

Existence of a system to know OHS related empyee
opinions 40

Managers’
OHS
position
(112)

Managers’ routines (42

OHS meetings frecuency 41

Observation and feedback activities in plant 42

Safety conditions improvement tasks follow up 43

OHS indicators monitoring 44

Training and
commitment (24)

Average number of OHS-related training hours mryper
manager 45

Average number of OHS activities performed perr yea
manager 46

Information (20)

Utilization of OHS information channels: yearlymher of
informative actions of prioritary or exclusive ingst to
managers 47

Existence of OHS information channels for exclasige of
managers 48

Feedback (26)

Existence of OHS information channels for exclasige of
managers 49

Existence of a system to know OHS-related managers
opinion 50

Customers’
OHS
position (10)

Information (10)

Existence of OHS information channels for exclasige of
customers and others 51

OHS
position of
banking,
creditors an
investors
(19)

OHS indicators (12)

Director named as an OHS champion 52

Level of reporting of OHS management systems 53

Number of fatalities 54

Lost time injury rate 54

Absenteeism rate 54

Cost of OHS losses 54

OHS financial and
other information (4)

Broad, updated, transparent 55

Possibility for creditors to participate as obsesvat meetings
56

Complaints and
lawsuits (3)

Existence of OHS complaints and lawsuits agdhesfirm
57

Table 2 (Cont.).Indicator’s dimensions and elements. Numbers ltvibeackets show the
maximum score allowed. Numbers in rightmost coluefier to the questionnaire’s question

numbers.



Area Themes Dimensions Elements
Contractual conditions | OHS issues included into contract terms 58
(20) Search for a long-term relationship 59
Information (10) OHS policy includes contractors’ personel 60
Contractors’ Training of contractors to improve safety 61
position (46) | Feedback (12) Existence of OHS information chamfel exclusive use of
contractors 62
Complaints and Existence of OHS complaints and lawsuits agdhesfirm
lawsuits (4) 63
Adequate supply of information requested by govennim
Facilitating government| organs 64
Position of action (10) Fa(_:ilitatio_n through publicity campaigns of govemm
t actions aimed towards general welfare (for exantpleards
g(:]l()g\’/)ernmen heath care) 65
Information (5) Provision of information to authiies on health and safety €
Enhancing OHS Supply OHS information to improve safety in indysi7
transparency (4)
OHS meetings frequency 68
OHS agenda in Presence of top management at OHS meetings 69
meetings (60) Existence of fix rules on OHS meeting call, agenda
distribution, preparations, etc. 70
Board’s OHS Division of labor (36) Appointment of a board health and safety ‘champitin’
Board’s routine (120) Di\(ision of OHS labor betwegn the board and the OEO,
OHS work EX|stence_ c_>f rules on evaluation and follow-uptaf board’s
(300) OHS decisions 73

Evaluation and follow-
up (24)

Existence of annual evaluation of the board’s Qtd&k 74

Existence of evaluations of the board’s OHS wotdrafach
meeting 75

Table 2 (Cont.).Indicator’s dimensions and elements. Numbers letvibeackets show the
maximum score allowed. Numbers in rightmost coluefier to the questionnaire’s question

numbers.



Area Themes Dimensions Elements
. , Clear understanding of the key OHS issues and roamiis
Directors ,g)_development of their skills and knowledge 76
competence (28) Familiarity with industry’s OHS conditions 77
Understaning of their legal responsibilities anglitiole in
governing OHS matters 78
. , Preparation for board meetings on the part of thrsc79
Directors’ roles : i .
and OHS compromise during board meetings 80
responsibilities | Support to managers for implementing decisions BIS@1
(30) Ratification of decisions taken by managers on G&S
The board searches for OHS strategic informatioidayf, in
addition to that received from top management 83
Definition of the board’s vision about OHS; estahing the right
Culture OHS culture, values and standards across the aagan 84
Best practice] standards & - - - — -
Board’s OHS | principles values (26) ggt?érrmglr_}ss rz;lﬁ(;?n?;aclzlgglng a culture of opessnend drive for
work (300) | for OHS P
(Cont) ?fg/g)rnance Board’s responsibility for establishing OHS stratetdyiving OHS
Strategic agenda, understanding OHS risks and opportunifies 8

implications (44)

Consideration of OHS implications in all board’'shons 87

Performance
management
(26)

Board’s responsibility for setting out the key alijes and targets
for OHS management 88

Establishment of the management OHS performanceefnark 89

Incentive structure for OHS management 90

Existence of a board’s agenda on the evaluatitimneo®OHS
management 91

Internal controls
(26)

Board’s responsibility for insuring that OHS riske managed and
controlled adequately 92

Monitoring of decisions on OHS 93

Table 2 (Cont.).Indicator’s dimensions and elements. Numbers letvieackets show the
maximum score allowed. Numbers in rightmost coluefier to the questionnaire’s question

numbers.

5. APPLICATION OF RESULTS

The indicator will allow to determine the level OHS performance in organizations.

It could be used for evaluation and internal bermtkramong diverse areas of the same

company or of different companies. Moreover, itlddoe useful at the time of designing new

management structures or the modification of exgsstructures.
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Another important application of the indicator &ated to the financial arena of OHS
management. It could serve to define prioritiesafety investment. Given that the greater
value of the indicator implies better safety andibge, projects with the greatest impact on
the indicator could be sorted out and chosen. is Way, OHS governance becomes an
important tool for a better use of the organizdsdimancial resources.

A further application of the OHS governance indicas related to its impact on OHS
systems. Continuous improvement in all areas offitheis checked through periodic audit,
both internal and external. As a result, non-canfbes are generated and, once the problems
that give origin to them are solved, the levelld system performance improves. And here is
where the benefit of the indicator becomes cleiffierent scenarios can be calculated and the
resulting score, calculated. The indicator wouldrveeto assign priorities to the
implementation of corrective actions, accordinggampact on OHS performance.

Finally, the OHS governance indicator would be are#ent proactive indicator of the
level of prevention of labor risk, since it willlalv evaluating ex-ante the safety performance
of an organization on the basis of several areasergance principles, stakeholders and
board’'s OHS work.

6. DETERMINING THE QUESTIONNAIRE SCORES 4

Let us analize with greater depth questionnaigesc Even if every question were
perfect and free from measurement errors (impasdddhtures), and even if all important
dimensions and elements were included, and irrateaes excluded, we still would have to
deal with the hard problem of assigning importatc@ach question and to the sections in
which questions cluster. In other words, in designa measurement instrument, proper
weight must be given to score graduation.

In this work we calibrate maximum scores in eacttise by using a preference
function with multiple attributes. Even though thisethod does not completely eliminate
arbitrary scoring decisions, it is based on systemguestioning to decision makers and
governance experts about their preferences. Thectg of the indicator is, in the last
instance, to establish a hierarchical order amangsf according to the quality of their

governance. The order is established on the basmoes assigned to each firm.

* This and the following sections have been adafsted Yacuzzi (2008).
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Let us consider the three major areas that defieedncept of governance: principles
of OHS governance, stakeholders, and the boardfk. Wde must determine the weight of
each area and, to that end, a preference funcsidouiit. At this stage we aim at finding
weights for each of the three areas; later, we fmtd weights for themes, dimensions, and
elements in Table 2.

Maximum scores assigned by the questionnaire ¢b eaea depend on the values
assigned in a preference function. This functiolh fimally establish the hierarchical ordering
of firms on the basis of their governance qualifje basic procedure to determine this
preference function is described, and then it igliag to the assignment of scores to our

questionnairg.

Step 1. Preference function determination
Preference function P is assumed additive, witHdhma:
P (v, V2, V3) = WiV1 + WoVa + WaV3 (Equation 1)
where P is preference, theare the values that the governance expert asgghe areas of
the questionnaire, and the, wnportance weights for each area. Weights andevhinctions

are scaled in such a way that
> w=1 0sw<1 and
V. (best level) =1
Vv, (worst level) =0, fori =1 to 3, where i is the area.

A frequent doubt is related to the legitimacylaEtadditive model. We believe that it
is sufficient to check thelifference independence condition for each area. This condition
establishes that the magnitud of the differenceh@intensity of the preference between two
levels in area i does not change when fixed lewelsther areas change. Let us assume, for
instance, that a decision maker is given two values 0.1 and y= 0.7, where values 0.1
and 0.7 are taken from a 0-1 scale that measueegalie assigned to the strenght of the area
“principles of OHS governance” in a firm; 0.7 igher than 0.1. The decision maker is asked

to answer if the intensity of her preference tofigon 0.1 to 0.7 is influenced by the fixed

®> The procedure follows in general that describedBijfa et al. (1987), with minor changes in the way
calculate unidimensional values.
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levels at other areas. (In other words, she isdskeether she would be conditioned, in
choosing a firm with better governance principleg,the levels of areas “stakeholders” or
“board’s work”.) If the levels of other areas da affect the first area considered, then this
area is consideredifference independent from the rest.

If the area does not pass the test, we can choosedal that takes into account
interactions among areas, or else areas can bénedleso thatdifference independence is
achieved. In our work, we follow the criteria okfwone expert (the authors), and the rationale
to justify difference independence follows °

“In the first place, let’s look at the relationshiptween the areas “principles of OHS
governance” and “stakeholders”: a firm with good/gmance must have solid principles of
OHS governance, regardless whether it adopts @oudatfavourable to its shareholders,
employees, creditors, etc. In the second placeydetxamine the relationship between the
areas “principles of OHS governance” and “boardoskit the board could function properly,
regardless of the existence of (explicit) solichpiples of OHS governance. In the third and
last place, let us consider the relationship betwtde area “stakeholders” and “board’s
work”: a board could function properly, be involveagth its work and follow a reasonable
routine of control and networking, regardless ofwhthe firm, by its philosophy of
governance, considers the position of stakeholders.

Even though this reasoning is preliminar and cdddconfirmed by better qualitative
and quantitative analisis, Buffa et al. (1987, 02)7 maintain that additive preference
functions are quite robust and, in most situatiovii,produce small errors, even when there

is a moderate interaction among areas.

Step 2. Construction of unidimensional value functins

An important problem is that of assigning values governance areas, themes,
dimensions, and elements. In what follows, we ohike a method to evaluate the value
function v belonging to area i. Similar reasoning would allesvto study value functions for
themes, dimensions, and elements of the concaptcttmmon to establish a 0-1 scale, where
0 indicates the worst level, and 1, the best leVkése values emerge from utility functions

that will depend on each decision maker or, in ¢hse of a general use indicator, on the

13



consensus of the comunity of governance expedsgaten moment and place. For this work,
we propose the utility functions shown in Figure® and 3.

The utility function of “general principles of OH§vernance”, shown as table and
graph in Figure 1, was built so that it reflecte ttecision maker’s way of thinking. For the
lower degrees of principle consolidation, the tyti{or value) increases linearly, at a rate that
is higher than that for upper degrees; for uppegrekes, the growth rate flattens. This implies
that (relatively speaking) the decision maker vsluaore small efforts towards OHS
governance than more advanced enhancements. Tmenged different degrees of principle
consolidation is shown in Table 3. This table ipartant, since it provides some objectivity

to the search for a preference function.

Degree of | Degree, o
principle in Assigned General principles of governance:
consolidation | number | value utility function
Null 0 0
In 1.2
development 1 0.4 ] .
Partial 2 0.7 -~
Total 3 0.9 0.8
Level of " *
excellence 4 1 g "
0.4 *
0.2
0 . . . .
] 1 2 3 4 5
Degree of principle consolidation

Figure 1. General principles of OHS governance: utility fuont

Figure 2 shows the utility function for the stakkless area. It is a linear function, that
so reflects a “democratic” perspective concernihg importance of stakeholders: all

® Future versions of this indicator should inclugénions of a qualified group of governance experts.
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stakeholders are important, and the questionnaoees add value whether they are assigned
when considering shareholders or any other stakeholThe meaning of the degree of

consideration of stakeholders is presented in Téble

Degree Meaning
OHS Governance principles are unknown or they atementioned at the firm. There
are no references to them in director’s or managkaily discourse; at the most, there
are isolated references.
The topic of OHS governance principles starts todbeeloped, at least with some
Consolidation systematic order. For example, ad-hoc documentsissieed, or some people gre
in process of trainned in OHS governance themes, or responsibteops are assigned to OHS
development governance issues, or the organization works orode ®f OHS good practices.
Information management and directors” represemiagiss are given explicit attention.
There are evidences of a significative degree gflémentation in all themes and
dimensions of the OHS governance concept. For ebmnggarch for a person 1o
follow-up OHS governance issues has started, a obdeest practice principles far
OHS governance has been enforced and an OHS édwgsebieen contracted for advice
to the board on OHS matters.
The company displays knowledge and applicatiorotifl OHS governance principles

Null
consolidation

Partial
consolidation

Total at all levels. Internal and external documentatielated to OHS governance is up-{o-
consolidation date and available. The board functions with edficly and effectiveness in its OHS
governance.

The company has not only totally consolidated it4SOgovernance principles, but|it
can also exhibit its achievements to the industcdammunity, thus becoming a
Excellence level | national and international model. In order to mamtOHS governance principles,
methods similar to those of continuous improvementquality management are
applied.

Table 3.Meaning of the degree of consolidation of genpralciples of OHS governance.

Finally, Figure 3 exhibits the utility function fahe board’s OHS work. The first
points are not too highly valued: after all, thare certain routines that all boards, no matter
how shallow its work, must adhere to. However, galgrowth with greater slope when the
percentage increases, in order to highlight theont@mce of a board that performs tasks that
go beyond the minimum practice. Table 5 shows tkeanimg of the degree of effectiveness
of the board’s work.

Figures 1, 2 and 3, show then three different andi forms, corresponding to the
criteria of a decision maker or governance exgen.the basis of these utility functions, the
expert can build tables and assign values. Otheisidea makers might have other criteria,

and these could become explicit in other diffexgnity functions.
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Degree Stakeholders: utility function
(Scope) of | Degree,
considered in Assigned 1.2
stakeholders| number | value ] .
Null 0 0
Minimum 1 0.25 0.8 .
Medium 2 0.5 2 0s
Large 3 0.75 = 04 +
Maximum 4 1 .
0.2
0 . . . .
0 1 2 3 4
Degree of amplitude in considering
stakeholders

Figure 2. Utility function for the stakeholders area.

Degree

Meaning

Null amplitude

Concern for the shareholders’ OHS position holdsoalie priority. In
spite of that, there is little or none informatittansparency and littl
or null OHS corporate responsibility .

D

Minimum
amplitude

>

Concern for the shareholder holds priority, bueotstakeholders, suc
as employees, managers, customers and contragterspnsidered a
well. Aside from the shareholder, othgakeholders only get partial
attention: for example, employee training is propgrerformed, but
salary considerations or quality of working lifeeagnored.

(7]

Medium amplitude

Severalstakeholders receive attention from top management, including
shareholders, employees, managers, customers amgaaors. In
addition, for eaclstakeholder, one or more dimensions are considered.

Large amplitude

At least five out of severstakeholders are closely attended to.
Attention, in this context, means that, for eatakeholder, at least two
or three dimensions are properly taken care of, emelach dimension
a plurality of elements is considered.

Maximum
amplitude

All stakeholders are considered in all dimensions. For each dinoensi
all elements receive at least some degree of ceragidn. At all levels
in the firm there exists a “culture sfkeholders’.

Table 4.Meaning of the degrees of amplitude in the consitlem of stakeholders.
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ef?:(?[r\?eenzfss Board's work: utility function
of the Degree, 12
board’s in Assigned '
OHS work | number | value 1 +
Null 0 0
Minimum 1 0.1 né
Medium 2 0.25 205 .
Large 3 0.6 = o4
Maximum 4 1 '
0.2 Ad
*
i ; ; ; ;
u] 1 2 3 4
Degree of effectiveness of the board

Figure 3. Utility function for the board’s work.

Step 3. Determination of importance weights for edtarea (w)

The most important area is identified first. Thesan arbitrary decision, although it
reflects a philosophical position towards OHS gaaece; if necessary, the effect of this
choice can be evaluated through sensitivity analyset “stakeholders” be our area of
greatest importance. In order to evaluate weigldgsask the following question: “Consider
firm A, with the worst level in its “principles dHS governance”,v= 0, and the best level
in “stakeholders’, v, = 1. Consider now another firm, B, with ¥ 1, the best level for its
“principles of OHS governance”. What should be lexefor this firm B so that you would be
indiferent (as an external expert that evaluatesfitm’s governance) between choosing A or
B?

Assume that the answer is ¥ 0.6, i.e, decision maker at firm B is willing to trade
off part of stakeholders consideration in ordeh&we perfect principles of OHS governance.

By using equation 1 this situation is presented as:
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wyVv;y (worst level of principles) + w, (best level of stakeholders) =

=wyV; (best level of principles) +ax 0.6

WiXxX0+wxl=wx1l+w x0.6

Rearranging this expression, we have:

04w, =W (Equation 2)

Degree

Meaning

Null effectiveness

The board has no OHS work routine. Directors doavein have a
clear consciousness about their OHS role. Theyodmeet beyond
what the law establishes and present an insignifieael of ability
and compromise for health and safety in the orgdiuiz. The board
does not evaluate management and, even if themoarenflicts of
interest, the boards’ behaviour is negative or.ndleectors do not
perform best practice principles for OHS governance

The board understands the importance of its OHS nlt this
understanding does not translate into innovatit@aor control

gﬂégg\eg}es behavior, due to a Iimited level of best practicegiples for OHS
governance application. Just one theme of the beardrk is treated,
albeit insufficiently, in one or two dimensions.
The board is reasonably competent and is involretiree dimensions
Medium of the “Best practice principles for OHS governdrnteme. In
effectiveness addition, it takes forward a regular routine comgrone of two

dimensions.

Large effectiveness

All themes related to the board’s work are considieroutine and bes
practice principles for OHS governance. In eacimihen addition,
almost all dimensions are covered.

Maximum
effectiveness

All themes and all dimensions are properly congide/A culture of
continuous improvement is alive, applied to therdaawork. There
are even written procedures to evaluate the boafiéstiveness in
OHS matters.

Table 5.Meaning of the degrees of effectivenes in the beanark.

Next we pose an analogous question for the rentiaiea. “Consider firm A, that has the
worst level in its board’s workg 0, and the best level istékeholders’, v, = 1. Consider
now another firm, B, with = 1, the best level in its board’s work. What dtidavel » be

for this firm B so that you were indifferent (as external expert that evaluates this firm’s

" This means that,\= 0.6 emerges objectively from the utility funetiand the description of degrees in Table 4.

Taking intermediate values is legitimate.
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OHS governance) between choosing A or B?” If yawsveer to this question were ¥ 0.3

then:
wsvsz (worst level in board’s work) +x (best level in stakeholders) =
= wsVs (best level in board’s work) +,w 0.3
W3X0+wXx1=wx1l+wx0.3
Rearranging this expresion, we get:
0.7 Wwo = W3 (Equation 3)
The sum of weights must equal unity, i.e.:
Wi+ W, +ws=1 (Equation 4)
Therefore, with equations 2, 3 and 4:
04w+w,+0.7w =1
21w =1
Wy = 0.48

and, as a consequence:

w; =0.4x 0.48 =0.19
w3=0.7 x0.48 =0.33

From these calculations, importance weights forttiree areas are estimated; w

0.19, w=0.48 y w= 0.33. Since our procedure is approximate, nottmsidost by rounding
these values to: w= 0.2, w= 0.5y w=0.3.
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Step 4. Global values calculation
Equation 1 allows us to calculate our preferemgeafgiven firm as a function of its

OHS governance quality. We will have, for instance:

P(Vi, V2, V3) = WiV + WV + WaV3 =
=0.2x0.75+05x0.70+0.3x0.45=0.635

This value is multiplied by 1000 in order to gerieran indicator that covers the range
from O point through 1000 points. This operatioraisimple arithmetic step that does not

affect comparissons made with the governance italica

Step 5. Sensitivity analysis

The previous line of reasoning might be affectgdsbbjectivity. Subjectivity covers
both the selection of weights for each area andagsmgnment of its values. In order to
increment confidence in the indicator’s performasemsitivity analysis could be performed.
A possible way to conduct this analysis is thedwihg:

» take a set of firms and evaluate its OHS governanitethe developed indicator, with
the base values;

» establish a ranking for these firms on the basighef results obtained with the
indicator;

» obtain other (or others) indicator (or indicatooy) changing values (utility function)
and weights in steps 1 through 4 above;

» establish a new ranking of firms with the new iradar;

» compare results. If the comparison is satisfactorg shows consistency, our level of
confidence in the indicator will increase; othemyig would be convenient to make a
more profound study of the philosophy of governaawe look for more information,
in order to find a more consistent indicator.

Sensitivity to the utility function used could aldé@® measured. A further way to
conduct sensitivity analysis is to compare the Wwigthat different decision makers or

experts assign to different governance areasplbywiing steps 1 through 4 above. If weights
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are approximately equivalent, our confidence in thdicator will increase. Important

differences would reflect different understandinfif©HS governance.

7. APPLICATION TO QUE QUESTIONNAIRE

In the previous section we have shown how weighishe systematically assigned to
the three areas of governance. Something similarbeadone to assign weights to different
themes in each area; to different dimensions i ¢laeme; and, finally, to different elements
in each dimension (although in this work we follawdifferent way to assign weights to the
elements).

The method is applied to weight themes from th&ettalders area. The generalized
preference function in Equation 1 will be used, betv subscripts will be added in order to
clearly specify weights, values, and percentageth@fmaximum score for each theme or

dimension in the questionnaire. In the followingiation, for example:

P(Vi1, Va2, Vi3, Vi4) = WiVirt WioVio + WiaViz + WiaVis

the first subscripsts refer to the area “principtefs OHS governance” and the second
subscripsts refer to the four themes that confohm &rea: “explicit consideration of
governance”, “provision of information”, “directorsepresentativeness” and “CEO duality”,

respectively. Likewise, in the equation:

P(Vi11, Vi12) = Wi11V111 + Wi1V112

the first subscripts refer to the area, the sectinthe theme, and the third, to the dimensions
(“documental” and “organizational”).

Table 6 (a) schematically shows the result of a I reasoning, similar to that of
previous section, conducted to weight themes froenarea “stakeholders”. We assume that
the most important theme is “position of the shaléérs”. This could be different: in Japan
many people feel that “the company belongs tortpleyees”; naturally, this way of thinking

would take us to different weights.

21



Notice that in choosing the value of;fwnecessary for indiference” between firms A
and B there exists the implicit idea of a decismaker’s utilitiy function. The reader might
want to check his understanding of the reasoninfpllgwing one or two lines in Table 6 (a).
Table 6 (b) is a summary of the calculateglwalues.

Eirm A Firm B Coefficient
that
i Va multiplied
Worst level in: Vo | Vo1 | Bestlevel in: | vy ne?esary by w1,
or :
indiference | 9'V°° ¥
2 Workforce 0| 1 Workforce 1 0.4 0.6
3 Managers o 1 Managers 1 0.4 0.6
4 Customers 0 1 Customers 1 0.95 0.05
5 Investors 0 1 Investors X 0.9 0.1
6 Contractors o 1 Contractors 1 0.75 0.25
7 Government o 1 Government |1 0.9 0.1

Table 6 (a). Summary of calculations to determine weights foifedent stakeholders.
“Position of shareholders” is assumed to be thetmmggzortant theme.

Theme Weight Weight
Coefficient| Value | (calculated)| (adopted)

Shareholders Wo1 0.37 185 184

Workforce W 0.22 111 110

Managers B3 0.22 111 112
Customers "7 0.02 9 10
Investors Ws 0.04 19 19
Contractors bk 0.09 46 46
Government W, 0.04 19 19

Total 1.00

Table 6 (b).Weight calculation results.

At this point we have calculated the weightg for the three areas and the seven
themes of area stakeholders. The whole set of Itatlicuns is available from the authors.
The following criterion is adopted for the elemémeights: If a dimension is made

from just one element, then, the weight of the elehis equal to the weight of the dimension;
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if the dimension is made from n elements, the wemfheach element is (1/n) times the
weight of the dimension. We could have calculatedheelement’s weight by using a
preference function as we did with areas, themed,dimensions but, for practical reasons,
we chose the laplacian criterion that gives equabht to each element in a given dimension.

We are now ready to assign points to each elenk@tiowing the Nacional Quality
Award scoring standard, we assign a total numbgoafts in the range from 0 point to 1000
points. Given the weights of the governance angaists are assigned as follows:

* General principles of OHS governance: "amaximum score to be assigned = 0.2

* 1000 = 200 points.

» Stakeholders: w* maximum score to be assigned = 0.5 * 1000 = >0i0ts.

» Board’s work: w* maximum score to be assigned = 0.3 * 1000 = 30i0ts.

In a similar way points are assigned to themesarhearea. Calculated values were
rounded to the values in parenthesis, without angortant loss in relevance. Complete
results are shown in Table 2, in each cell and éetwbrackets. Notice, finally, that in this
work the concept of utility function is used in twelated but different contexts: on the one
hand, it is used to assign values (utilities) te ttegrees of consolidation, amplitude, or
effectiveness of diverse areas, themes and dimen¢see, for example, Figures 1, 2, and 3);
this use allows assigning points to the indicatareas, themes and dimensions; on the other
hand, the concept is used in the questionnairegiga points to different possible answers in

guestions with five possible answers.

8. REFLECTIONS ON MEASUREMENT 8

We believe that the technical approach taken toptei®m our OHSG indicator is
appropriate. The final questionnaire is—we haveadmnit it—rather long. However, our
indicator aims at answering a single question: “Hgowed is this firm’s HSG governance?”
The concept of governance is complex and therenarey possible perspectives from which
to answer such a question. The structure we propaseEas, themes, dimensions, and
elements, is a first step towards clarifying thaaapt of governance that our indicator tries to

measure.

8 This section and the next follow Yacuzzi (2008).
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Much has been written on measurement. Lord Kelfianexample, wrote a century
ago:

“When you can measure what you are speaking aland, express it in
numbers, you know something about it; but when gemnot measure it, when
you cannot express it in numbers, your knowledgeofisa meagre and
unsatisfactory kind: it may be the beginning of wiexge, but you have
scarcely, in your thoughts, advanced to the stageience.”

Let us take now a quotation from Robert B. Laugkliaughlin (2007), p. 32, authors’
translation from the Spanish edition):

“We know that measurements are never perfect aadishwhy we want to
know how precise a given measure is, which is an adequatetipe as it
avoids dishonesty and discourages elaboration mdrtg® with no scientific
value.”

It can be argued that Laughlin is a physicist talds about physics, which is true, but
his words make even more sense in social rese@gh.detailed explanation on how the
indicator is built helps to understand its preaisamd increases user confidence. On the other
hand, all the technology we used to build the iatticis displayed in this work, so that any
reader can construct her own indicator, if she shes’ Laughlin (2007) continues:

“When | go to meetings where | meet other physscastd talk with them about
things that interest us, one of the topics thatagbvcomes to the surface is a
conference by Irving Langmuir, the inventor of thengsten lamp. In that
conference, the American scientist talks about giegtience and relates cases
of scientific falseness and deceptions, but thetnmaportant thing is the
fundamental message that he conveys: in physiesgatoperceptions differ
from erroneous ones in that the former become rolea when experimental
precision improves. It is a simple idea that cagguhe physicist’'s mind and
explains his obsession with mathematics and numBgrsneans of precision
falseness is shown up” (p. 37, authors’ translaiom the Spanish edition).

For us, social researchers, Langmuir's message lsugh valid, or even more, than
for physicists. Since we rarely conduct experimants must be as rigorous as the physicist in
using our measurement instruments, and we must hankto define in detail the phenomena
we try to measure.

The methodology used in this paper oriented oukwaora solid basis. At this point it
is relevant the thought of Keeney et al. (19769)on decisions with multiple objectives:

“The spirit is one of Socratic discovery—uaifolding what you really believe, afonvincing
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yourself, and of deciding” (italics in the origifaFormal analysis has further advantages: it
provides “psychological comfort”, facilitates commcation, allows persuation of third
parties, systematize concept evaluation, and leadiading gaps or redundancy in what we
measure. These advantages keep their validity @verases where the evaluation of the
quality of health and safety governance is baseidtoition.

“You cannot quantify what is not quantifiable” istauch quoted criticism. Let us go
back to Keeney et al. (1976, p. 12):

“The question isWhat is quantifiable? An art expert might be hard pressed to
give an objective formula for ranking the qualifypaintings; nevertheless, he
might be able to rank order these paintings sayingeffect, that given a
choice between two paintings he would prefer oner te other. And, where
we have rank orders, numbers can’t be far behinal. aftist might even be
willing to put a price tag on each painting, therefuantifying one aspect of
his subjective judgement. This sort of quantifioatis not done by means of
an objective formula but by subjective introspegtits it legitimate to work
with such numbers? We do it all the time. As artalyge must learn how to
incorporate such soft, squishy considerations athatcs, psychic factors, and
just plain fun into our analyses. If we don’t, tteed will drive out the soft and
efficiency—very narrowly interpreted—uwill prevail.”

Another source of skepticism is the hypothetitatlure of questions posed to
managers by experts in order to establish a rankimpyeferences. Simple, apparently
unrealistic, questions are used to inquire in cem@ubjects in a complex world. In
fact, these questions are simple, but their answersthe fundamental components
that allow to calculate, for example, weights ipraference function® Without these

simple questions, finding preference functions widag complex.

The elements of our indicator of OHS governanceehavo key features: they are
relevant and they are measurable. Relevant meansfittim its knowledge, decision makers
have useful information to evaluate some governahnoension. Measurable means that the
decision maker can discriminate between differem¢ls of each element.

All the indicator’s elements, taken as a whole, trmaget some properties. The set
must be complete (the questionnaire must covereldvant aspects of a theory of OHSG),

operative (elements must be measurable), decomigogagdivernance complexity must be

® Needless to say, interfirm OHS comparissons amningful only when a given indicator is widely apted,
but, in principle, any firm could have its own gowvance indicator.
1 Questions must be precise and understandabl&&aey et al. (1976, p. 18).
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divided into smaller, more treatable, problems) nedundant (the questionnaire must avoid
double accounting) and minimum (to keep the questide within reasonable limits).
Finally, we add to this list the feature of explamg power. In-depth knowledge of the
concept of health and safety governance will allcausal explanations of the impact that

each element has on governance quality.

9. FINAL THOUGHTS

Our indicator is built on 93 questions. Undoubtedliiey are too many questions to be
answered by a busy executive, but they are notrany questions for a board willing to
evaluate the status of its firm’s OHSG and refidxut it.

Who must answer the questionnaire? The first ptessibswer is: “the board”, and, in
fact, the board has most of the required infornmatmanswer the questions; in addition, it is
the board who might benefit the most from the eisercAnother possible answer is: “other
stakeholders, perhaps working in team”. Anotheedjpe from academia who are studying
cases on OHSG”. And another: “gatekeepers, who dvdunefit from an in-depth
understanding of OHS governance”. And the list dagd on.

Ours is not, as we see, an indicator amenable taub@matically estimated with a
large data base with economic-financial informatilbris rather a quantitativeheklist, a map
for good OHSG. The checklist could be analyzedeyear, in the context, for example, of
an ISO 9000 program. As the board assigns poin@GH8G elements, it learns about them
and their relevance to the firm.

Pareto analysis might suggest the possibility eate a more parsimonious indicator,
with fewer questions. However, we present threedalgns against this course of action. In
the first place, current scores represent the asitiperspective and they could be modified
with other perspectives. On the other hand, if tberand elements with small scores are
eliminated, the value of the questionnaire as aldist of themes and elements of OHS
governance is also diminished; its application asraplementary tool of an evaluation of the
type performed by National Quality Awards would laited, and its training value for

directors and managers would also decrease. Maregegernance is an evolving concept

M These features are taken from Keeney et al. (1978)) and we deem them valid even though wehesa in
a different context.
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and it is possible that elements that today ramk ilo the list of maximum possible scores
change their relative ranking in the future. Eliation from the questionnaire would deprive
them of visibility for future evaluation instanceand it would exclude them from the
consciousness plane of a devoted director aiminigaging an innovative firm that strives
hard to improve its OHS governance.

Finally, we firmly believe that OHSG can, and mule measured. Through its
measurement, managers and directors improve therstadding of their problems, and the
organization as a whole learns the meaning andesadpconcepts that, at least in its

systematic treatment, are new for most memberdiahaContinuous improvement occurs.

27



APPENDIX |
QUESTIONNAIRE FOR DETERMINING THE OHS GOVERNANCE IN DICATOR
Section I. GENERAL PRINCIPLES OF OHS GOVERNANCE
The following questions relate to general princpté OHS governance. Please, indicate the
degree of observance that these principles hayewatcompany, using the scales provided.
After choosing your answer, write down the scodidated in column “Your firm’s score”, to

be added later. In column “Details” you might adidiiional information to your answer.

N° Questions Answers and assigned score Your

firm’s

1. GENERAL PRINCIPLES OF OHS Strong | Weak | Imple- | Weak | Strong | Score
GOVERNANCE (200 POINTS) “No” | “No” rngrt]a- “Yes" | “Yes”

a) Explicit consideration of OHS governance (108gints)

1 Has your company issued some document |thad 4.5 8 10 11
explicitly hightlights the importance of good OHS
governance?
Details:

2 Does your company’s annual memory include &0 45 8 10 11

section devoted to its performance |in
implementing OHS governance principles, | in
addition to the provisions indicated by the
regulatory framework?
Details:

3 In addition to the principles of OHS governafice O 8,5 15 19,5| 21.5
indicated in the corporation’s chart or internal by
laws, does your company have a code of ethics, or
code of behaviour, or best practice principles
guide for OHS governance?
Details:

4 Does your company sticks to a best practiceO 8,5 15 19,5| 215
principles code for OHS governance?
Details: (For example, what percentage of the tofabrinciples your company sticks tg?)

e Strong “No”: No, and so far we have not considered the issue.
 Weak “No”: No, but we are considering the issue.

« Implementation: No, but we are in the process of implementation.
»  Weak “Yes”™ Yes, recently.

» Strong “Yes”: Yes.
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No

Questions

Answers and assigned score

1. GENERAL PRINCIPLES OF OHS
GOVERNANCE (200 POINTS) (Cont.)

Strong | Weak
“NQ”

“No”

Imple-
menta-
tion

Weak
“Yes”

Strong
“Yes”

Your
firm’s
score

Is there a person responsible for checking

thed

introduction and enforcement of OHS governance

issues?

8,5

15

19,5

215

Details: (Position, to whom does she reports m) et

Is there in place an integration of the O
governance process into the main corpo
governance structure ?

HS O
rate

8,5

15

19,5

21.5

Details:

b) On OHS information provision (26 points)

Are OHS measurement criteria systematic

ally0

updated in order to improve OHS measurement

transparency?

25

Details:

Does the management inform expected OHSO

performance objectives for upcoming years?

25

Details:

Does exist in your company a person respon
for providing OHS information to stakeholders?

5ibl®

3.5

10

Details:

10

Does exist in your company a mechanism
allows prompt answers to questions fr
stakeholders about OHS topics?

that0

3.5

10

Details:

Strong “No”: No, and so far we have not considered the issue.
Weak “No”: No, but we are considering the issue.
Implementation: No, but we are in the process of implementation.
Weak “Yes”: Yes, recently.
Strong “Yes”: Yes.

2
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N° Questions Answers and assigned score Your
firm’s
1. GENERAL PRINCIPLES OF OHS Strong | Weak | Imple- | Weak | Strong | Score
GOVERNANCE (200 POINTS) (Cont.) “No” | “No” rntenta- “Yes” | “Yes”
on
c) OHS Directors’ roles and responsibilities (66 pots)
11 Is there an explicit and formal acceptance of|thed 9 16 20,5 23
Board’'s roles in OHS leadership, such as: to
review and agree on OHS strategy; to develop an
OHS policy; to receive annual reports on OHS
plans; to ensure sufficient resources; and so on ?
Details:
12 There exists any document to ensure [theD 9 16 20,5 23
consideration of OHS implications in all boarg’'s
decisions?
Details:
13 Have each one of the board members accepted 3.5 7 9 10
their role in OHS leadership?
Details:
14 Does exist in your company a mechanism that0 3.5 7 9 10

allows board’s members the engagement of| the
workforce in OHS matters?

Details:

Strong “No”: No, and so far we have not considered the issue.
Weak “No”: No, but we are considering the issue.
Implementation: No, but we are in the process of implementation.
Weak “Yes”: Yes, recently.

Strong “Yes”: Yes.
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Section Il. STAKEHOLDERS
In this section we inquire about your firmstekeholders. shareholders, workforce, managers,
clients, creditors, contractors and governmentagtigindicate the degree of validity of each
one of the observations at your company, usingsttaes provided. After choosing your
answer, write down the score indicated in colummul firm’s score”, to be added later. In
column “Details” you might add additional informati to your answer.

N° Questions Answers and assigned score fﬁ&u;
score
2. STAKEHOLDERS (500 POINTS) TD D N A TA

a) On the position of shareholders at the firm (184oints)

15 Searching for value creation for the shareholgerQ 3 6 9 12
based on OHS performance (measured, | for
example, by productivity increase), is a cpre
motivation for top management.
Details:

16 Searching for long term prosperity and futtreO 3 6 9 12
value creation for the shareholder (measured] for
example, by OHS performance or inexistence of
OHS lawsuits) is a core motivation for tpp
management.
Details:

17 The board is clear about the terms of the QHSD 4 8 12 16
corporate responsibility contract with stakeholders
setting explicit values and standards for [the
company.
Details:

18 The board thinks strategically about OHS 0 4 8 12 16
responsibility, designing a business model that
promotes it.
Details

19 The board is constructive about OHS regulatjon,0 4 8 12 16
supporting both self-regulation and government
intervention to correct OHS risks problems.
Details

e TD: | amin total disagreement with this statement.
e D:lamin disagreement with this statement.

* N: I neither agree nor disagree with this statement.
e A: | agree with this statement.

 TA: | amin total agreement with this statement.
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No

Questions

Answers and assigned score

2. STAKEHOLDERS (500 POINTS) ™
(Cont.)

TA

Your
firm’s
score

20

The board aligns performance management, 0
rewarding responsible OHS success over the lpng
term, and not just meeting narrow financial targets
over the short term.

12

16

Details

21

The board creates a culture of integrity about 0
OHS, setting the right tone at the top and
entrenching the right values in the OHS culture

12

16

Details

22

The board use internal controls to secure OHS| 0
responsibility, safeguarding the company’s OH
standards with robust internal audit and control
systems.

U7r

12

16

Details:

23

There exist mechanisms for the minority 0
shareholders to freely sugest themes for the
board’s agenda.

Details:

24

Areas responsible for the preparation of QHSO
reports report, by management’s orders, on| the
company’'s OHS situation and its futyre

perspectives with greater scope than that
established by law.

Details:

25

Frequently, reports are prepared at the request d¥
minority shareholders.

Details

26

The board provides a written OHS policy. 0

2,5

7,5

10

Details

TD: | am in total disagreement with this statement.
D: | am in disagreement with this statement.

N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.
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Your

N° Questions Answers and assigned score firm’s
score
2. STAKEHOLDERS (500 POINTS) ™ D N A TA
(Cont.)
27 The company asseses risk to employees, custgmets 2,5 7,5 10
and others who could be affected by their
activities.
Details
28 The company consult employees about their rigks 0 2,5 5 7,5 10
at work.
Details
29 The board ensure they have access to competeft 2,5 5 7,5 10
OHS advice.
Details
b) On the workforce’s position (110 points)
30 The company has implemented complete safety) 3 6 9 12
and occupational health indicators, includjng
proactive and reactive parameters.
Details:
31 The workforce never exceeds the legal workingO 3 6 9 12
hours.
Details:
32 Equipment and tools are always in perfect safety0 3 6 9 12
conditions.
Details
33 My company has implemented a behaviour based® 3 6 9 12
safety process for the continuous safety
performance improvement.
Details
34 My company devotes important resources to train 0 2.5 5 7.5 10
its employees in OHS issues.
Details
35 My company uses an effective learning methodO 25 5 7.5 10
focused in OHS procedures.

Details:

TD: | am in total disagreement with this statement.
D: | am in disagreement with this statement.
N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.

3

3




No.

Questions

Answers and assigned score

2. STAKEHOLDERS (500 POINTS)
(Cont.)

TD

TA

Your
firm’s
score

36

Managers, supervisors and OHS professionals
frequently develop OHS coaching activities for
workforce.

10

Details:

37

Periodic reports issued by the company have it®

employees as an important target.

1.75

3.5

5.25

Details

38

My company regularly publishes OHS news for
employees (newsboard, etc.).

its 0

1.75

3.5

5.25

Details

39

Periodic OHS reports issued by the company have0

its employees as an important target.

15

4.5

Details

40

There exist systems to transmit complaints
opinions from the personnel.

and

15

4.5

Details:

¢) On the position of our managers (112 points)

41

Our managers participate in all OHS meetings. ]

b 226525 7.879

10.5

Details

42

Our managers develop safety observations
feedback activities at the plant.

an@

2.625

5.25

7.875

Details

43

Our managers follow-up tasks to promote safet
conditions improvement.

2.625

5.25

7.875

10.5

Details

44

Our managers develop monitoring of OHS
indicators.

2.625

5.25

7.875

10.5

Details:

45

My company devotes important resources to tré
its managers in OHS issues.

ain 0

12

Details:

TD: | am in total disagreement with this statement.
D: I am in disagreement with this statement.
N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.

3

4




Your

N° Questions Answers and assigned score firm’s
score
2. STAKEHOLDERS (500 POINTS) ™ D N A TA
(Cont.)
46 My company devotes important resources to OHS 0 9 12
activities for its managers.
Details
47 Periodic OHS reports issued by the company for0 2.5 5 7.5 10
its managers are very frequent.
Details
48 My company regularly publishes OHS news for its 0 25 5 7.5 10
managers (hewsboard, etc.).
Details
49 Periodic OHS reports issued by the company have0 3.25 6.5 9.75 13
its managers as an important target.
Details
50 There exist systems to transmit OHS opinipnsO 3.25 6.5 9.75 13
from the personnel.
Details
d) On the OHS position of ours customers (10 poig}
51 Periodic OHS reports issued by the company have0 25 5 7.5 10
its customers as a target.
Details:
e) On the OHS position of banking creditors and imestors(19 points)
52 Our company has named to a director as an OHSO 0.5 1 0.75 2
champion.
Details:
53 Our company has a complete OHS information 0 0.5 1 0.75 2
system for reporting.
Details
54 Our company has a complete information systemO 0.5 1 0.75 2
for reporting OHS indicators, including number pf
fatalities, injury rates, absenteeism rate and abst
OHS losses.

Details

TD: | am in total disagreement with this statement.
D: I am in disagreement with this statement.
N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.

3

5




No

Questions

Answers and assigned score

2. STAKEHOLDERS (500 POINTS)
(Cont.)

TD

TA

Your
firm’s
score

55

Our OHS financial information is broad and
available in Internet to our creditors.

Details

56

Our creditors are allowed to participate as
observants in our OHS meetings.

0.5

15

Details

57

There are no OHS complaints and lawsuits
against the firm.

0.75

15

2.25

Details

f) On the OHS position of contracts (46 points)

58

Our company always pays its contractorsO
according to OHS contract terms and industry

practices.

2.5

7.5

10

Details

59

Our company makes every possible effort| to0

guarantee our suppliers a long-lasting relationsh

p

2.5

7.5

10

Details

60

Our OHS policy includes our contractors’ workers. 0

| 1.25]

2.5 ]

3.75]

Details

61

We train our contractors so that they
consistently improve their safety performance.

ran0

1.25

2.5

3.75

Details

62

Periodic OHS reports issued by the company

its contractors as an important target.

Tav@

12

Details

63

There are no OHScomplaints and lawsuil 0

against the firm.

Details

TD: | am in total disagreement with this statement.

D: I am in disagreement with this statement.

N: | neither agree nor disagree with this statement.
A: | agree with this statement.
TA: | am in total agreement with this statement.
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Your

N° Questions Answers and assigned score firm’s
score
2. STAKEHOLDERS (500 POINTS) ™ D N A TA
(Cont.)
g) On the position of government (4&ints)
64 Our company always issues timely reportsO 1.25 2.5 3.75 5
demanded by law (for example, those related to
environmental variables).
Details
65 Facilitating the job of government at all levelsais 0 1.25 2.5 3.75 5
core concern of our firm.
Details
66 Our company offers all required industrial health-0 1.25 2.5 3.75 5
related information to the public and health
authorities.
Details
67 Our company collaborates with government| to0 1 2 3 4
strengthen transparency in our industry, even
beyond what the law demands.

Details

TD: | am in total disagreement with this statement.
D: I am in disagreement with this statement.
N: I neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.
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Section Ill. THE BOARD’S OHS WORKING STYLE
In this section we inquire about your company’srdo&orking style in OHS matters. Please,

indicate the degree of validity of each one of tixservations at your company, using the
scales provided. After choosing your answer, wadde/n the score indicated in column “Your

firm’s score”, to be added later. In column “Detajyou might add additional information to

your answer. In the final page of the questionngoe can make a summary of partial and
total scores of your company’s OHS governance.

No. Questions Answers and assigned score Answers
and
3. THE BOARD (300 POINTS) ™ D N A TA assign*ed
score
a) Board’'s OHS routine (120 points)
68 | The board develops OHS quarterly meetings. | 0 5 o 5 1 20
Details
69 The board’s OHS meetings include the presenge dd 5 10 15 20
top management.
Details
70 The board’s OHS meetings are organized based ot 5 10 15 20

a set of fix rules for meeting call, agenda
distribution, preparations, etc.
Details

71 Our company has appointed a board health|an@ 45 9 135 18
safety ‘champion’.
Details

72 Our company has established the division of QH) 45 9 135 18
labor between the board and the CEO.
Details

e TD: | amin total disagreement with this statement.
e D:lamin disagreement with this statement.

* N: I neither agree nor disagree with this statement.
e A: | agree with this statement.

 TA: | amin total agreement with this statement.
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No.

Questions

Answers and assigned score

3. THE BOARD (300 POINTS) (Cont.)

TD

D

N

A

TA

Answers
and
assigned
score

73

In our company there exists a set of rules
evaluation and follow-up of the board’s O
decisions.

on0
HS

Details

74

In our company there exists an annual evaluatiord

of the board’s OHS work.

Details

75

In our company there exist evaluations of
board’s OHS work after each meeting.

theO

Details

b) Best practice principles for O8 governance (180 points)

76

All the directors have a clear understanding of the 0

key OHS issues and strive for continuous
development of their skills and knowledge.

3.5

10.5

14

Details:

7

All our directors have a great familiarity with OHS 0

conditions in industry and at our company.

3.5

10.5

14

Details:

78

All our directors have a complete understandin
their legal responsibilities and their role in
governing OHS matters.

y of0

1.25

2.5

3.75

Details

79

Directors are always well prepared for board O
meetings.

HS 0

1.25

25

3.75

Details

80

Directors are always committed to their duties
during board OHS meetings.

1.25

25

3.75

Details

81

Directors always support managers for
implementing decisions on OHS.

1.25

25

3.75

Details

TD: | am in total disagreement with this statement.
D: I am in disagreement with this statement.
N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.

3

9




No. Questions Answers and assigned score Answers
and
3. THE BOARD (300 POINTS) (Cont.) ™ D N A TA | assigned
score
82 Directors always ratify the decisions taken by 0 1.25 2.5 3.75 5
managers on OHS.
Details
83 Directors always search for OHS strategic 0 1.25 2.5 3.75 5
information by themselves, in addition to that
received from top management.
Details
84 The board has clearly defined its vision about 0 3.125| 6,25 9.375 121
OHS, establishing the right OHS culture, values,
and standards across the organization.
Details
85 Our chairman plays his role in establishing a 0 3.125| 6,25 9.375 121
culture of openness and drive for better OHS
performance.
Details
86 Our board establishes an OHS strategy, sets 0 5.5 11 16.5 22
andagenda and evaluates risks and opportunities.
Details:
87 Our board always considers OHS implications of 0 5.5 11 16.5 22
its decisions.
Details:
88 The board fulfills its responsibility for settirmyt 0 1.625| 3.25| 4.87% 6.5
the key objectives and targets for OHS
management.
Details
89 The board has established management's OHS 0 1.625| 3.25| 4.87% 6.5
performance framework.

Details

TD: | am in total disagreement with this statement.
D: | am in disagreement with this statement.
N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.
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No. Questions Answers and assigned score Answers
and
3. THE BOARD (300 POINTS) (Cont.) ™ D N A TA | assigned
score
90 The board has established an incentive structyre 0 1.625| 3.25| 4.874 6.5
based on OHS performance for the management
level.
Details
91 The board has an agenda on OHS management 0 1.625| 3.25| 4.87% 6.5
evaluation.
Details
92 The board fulfills its responsibility for insuring 0 3.25 6.5 9.75 13
that OHS risks are managed and controlled
adequately.
Details
93 The board fulfills its responsibility for monitogn 0 3.25 6.5 9.75 13
its decisions on OHS.

Details

TD: | am in total disagreement with this statement.
D: I am in disagreement with this statement.
N: | neither agree nor disagree with this statement.
A: | agree with this statement.

TA: | am in total agreement with this statement.
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TOTAL RESULTS

COMPONENT Answers and assigned score ] Y'our
irm’s
score

COMPONENT 1: General principles of

OHS governance 0 77 140 180 200
a) Explicit consideration of OHS 0 43 26 08 108

governance

b) On OHS information provision 0 9 18 23 26
c) Directors” roles and responsibilities 0 25 46 59 66

COMPONENT 2: Stakeholders 0 | 12678 250 | 372.25] 500
a) O_n the OHS position of shareholders ing 46 92 138 184
the firm
_b) On t_he OHS position of the workforce o | 275 55 825 110
in the firm
g)rmOn the OHS position of managers in th% 33 66 99 112
d) On the OHS position of customers 0 25 5 7.5 10
g) On the_OHS posmon of banking and o | a7s o5 | 1375 19
investors in the firm
f) Oq the OHS position of contractors in o | 115 23 345 46
the firm
g) On the position of government 0 | 475 | 95 | 13.75 19

COMPONENT 3: The board 0 75 150 995 300
a) Board’s routine 0 30 60 90 120
b) Best practice principles for OHS 0 45 90 135 180
governance

TOTAL SCORE 0 |278.75 540 | 777.25| 1000
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