[image: SGS_Logo_Header]Melanie Schumm	Assessment 1
Student ID: 2012474	Module: BMSP7003D




	Student ID
	2012474

	Name
	Melanie Schumm

	Module:
	Embedding Sustainability within Organisations

	Module code:
	BMSP7003D

	Lecturer:
	Dr Roisin Mullins

	Word count
(ex title page and references)
	2,374




Level of Sustainability Assessment for SGS



Introduction
Joe Biden declared climate change an “existential threat to human existence as we know it” (Milman and Lakhani, 2021).
[image: ]The SGS Group is aware of its ethical, moral and legal obligations towards society and nature (Burns, 2019). They also understand the severeness of climate change and recognise the urgency of taking action as a globally operating service organisation within the Testing, Inspection, Certification industry. SGS is the world’s leading organisation in this field. Considering SGS’ global reach and presence in eleven industries it is important for all their stakeholders that SGS contributes to achieving the UN’s seventeen Sustainable Development Goals (SGS, 2020a).

This report critically assesses SGS’ commitment and contribution to the achievement of the SGDs and ranks its sustainability attempts against others in the same industry.


Challenges
The challenge for governments, businesses and society is to understand that our actions, biodiversity and climate change are interconnected and not independent issues. Thus, solutions require a holistic view (Lovelock, 2021).
SGS faces several political, social, economic and environmental challenges some of which differ between countries in which SGS operates (Table 1) (SGS, 2020a). 
[image: ]
[bookmark: _Ref87211828]Table 1 - PESTLE analysis
These environmental, political and social risks would negatively influence all eleven of SGS’ business lines, their supply chain and customers. 
SGS Sustainability status-quo
This section provides an overview of the current state of SGS’ sustainability efforts and compares its sustainability with its closest competitors.
Management attitude towards sustainability
There is growing pressure on executives to introduce sustainable business practices and mitigate the possible negative environmental impact (Deloitte, 2020). 
The involvement and support of top management are important for the success of change projects. The framework set by the management can enable or hinder sustainability (Bracker, 1980). Management’s ownership and engagement with innovative sustainability activities are making organisations more sustainable (Globocnik et al., 2020).
SGS’ CEO acknowledges the responsibility of businesses for social and environmental sustainability and has implemented a sustainability steering committee and a function “Sustainability”. Sustainability is one of SGS’ six business principles. SGS group has been publishing an annual sustainability report since 2010 (SGS, 2021). The reports are prepared professionally and emphasis is placed on accuracy and presentation. 
Assessment of Sustainability Strategy
This section focuses on individual elements of the sustainability strategy. Unless specified otherwise, all numbers and references are based on the latest 2020 Sustainability Report (SGS, 2020a).
Diversity
Having a diverse representative workforce is essential for every organisation (Ely and Thomas, 1996). Diversity provides a wider spectrum of experiences, knowledge, and perspectives to develop creative, innovative and sustainable solutions (Van der Vegt and Janssen, 2003, Evans et al., 2017, Planing, 2015).
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Description automatically generated]SGS understands the value of diversity. Currently, 28.7% of management positions are occupied by women. In 2021 the German market unit (MU) appointed a female managing director for the first time. The overall workforce composition is still significantly skewed towards men with only 35% female employees. 
Beyond gender, several initiatives are put in place to engage with LGBTIQ+ communities, encourage the inclusion of ethnic minorities (e.g. Aboriginal and Torres Strait Islander people), and attract employees with disabilities.
Initiatives
The organisation’s initiatives can enhance environmental sustainability. Organisations need to monitor the impact of their initiatives on achieving their sustainability targets (Vinodh et al., 2011, Langley et al., 2013).
SGS has implemented sustainable practices and initiated various sustainability projects.
[image: How SGS Chile is Encouraging Employees to Do More with Less | SGS]Lëss the bear has been created by the sustainability consultant and illustrator Alexandre Magnin (Magnin, 2021) to be SGS’ sustainability mascot. Lëss helps enhance SGS’ sustainability culture with its motto “More with Lëss”. However, in the German MU employees do not talk about Lëss; the initiative is never mentioned in training or team meetings. 
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Description automatically generated]SGS supports schools in India. They provide equipment and infrastructure to 1,000+ students in four schools in Tamil Nadu. This initiative is to be expanded to include further nine schools.
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Description automatically generated with low confidence]In Perú SGS invested in recycling projects. Tons of paper, glass and electrical equipment were recycled. For every ton, a collaborating organisation made donations for the benefit of children.
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Description automatically generated with low confidence]The sustainable transport initiative aims to reduce CO2 emissions. SGS plans an incremental change to low-emission cars in their fleet. However, managers are still given heavy, polluting company cars. Further, in Germany, SGS introduced a cycle-to-work scheme. However, only a few employees took this opportunity and the parking lots in front of the office buildings are still full. This initiative is not being promoted enough and many employees are unaware of its existence.
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Description automatically generated]Another sustainability initiative is “Transforming plastic waste into fuel”. However, this is a project of the organisation Earthwake who are a customer receiving analytics services. It is not SGS’ sustainability initiative. Another challenge is that the material is recycled into fuel which will create CO2 emissions when burned.
Processes and Practices
Organisational processes, practices and logic need to change to achieve sustainability (Narayanan and Adams, 2017). These changes affect managers and employees and must permeate the entire organisation (Chowhan, 2016, Schaltegger and Hörisch, 2017).
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Description automatically generated]SGS has worked out a carbon neutrality strategy that is built on three pillars: reduction of energy consumption, use of renewable energy, and offsetting emissions with the help of Science-Based Targets Initiative criteria. 
Although there are initiatives and process changes observable within the organisation, sustainable practices are lacking. For example, when a new MD was hired in Germany, the old practice of destroying all letter-headed paper was to be followed instead of looking for a more sustainable way of disposing of or recycling the paper.
Services 
The move towards sustainability also means that the “products” an organisation is offering may need to change (Kalmykova et al., 2018, Baines et al., 2017) 
SGS must review their current service offering and include more sustainability focussed services. On the other hand, some services which support unsustainable organisations or practices may need to be abandoned. 
Within the Agri-Food industry, SGS certifies meat producing and processing companies (e.g. for IFS and BRCGS Standards). SGS claims this contributes to SDG 12. However, companies slaughtering 10,000 pigs/day are not sustainable. Therefore, the certification of these companies is a questionable contribution to sustainability. 
Training
Education and learning are necessary preconditions of organisational success and are vital to implementing any corporate strategy (Annan-Diab and Molinari, 2017). 
Education is essential for enhancing awareness of sustainability issues and spreading knowledge about sustainable behaviour and the creation of a sustainable business culture (Hesselbarth and Schaltegger, 2014, Hörisch et al., 2014).
SGS is an educator in sustainability. The 89,000 employees received 4.3Mio training hours (e.g. Code of integrity, Human rights, Cyber Security) in 2020. Additionally, the SGS Academy offers training to customers (e.g. social compliance, ecodesign, etc.). However, SGS did not apply their sustainability knowledge when looking for new offices in Hamburg and did not consult their own “Energy and Green Building” experts.
The SGS Academy for the Community is a pro bono initiative. It supports people living in poverty in India, Chile and Taiwan with training (e.g. ecological agriculture, elderly care, community service) for free to help them find employment (SGS, 2020b).
Culture
The business’ culture mirrors its values and beliefs and can hinder or enhance the creation and sharing of knowledge. The organisation’s culture is decisive for organisational innovation and its ability to change (Al-Bahussin and El-Garaihy, 2013).
To become truly sustainable, organisations must embed sustainability in their culture (Jennings and Zandbergen, 1995). The cultural change may start at the societal, macro-level (e.g. thinking about doughnut economy) but must penetrate to organisational micro-level and down to the individual (Stubbs and Cocklin, 2008, Monbiot, 2017).
At this point, it was not possible to assess the culture across the different MUs. Therefore, this report highlights only issues in the German MU.
In the German town-hall meeting, introduced in 2021, all business units focussed on revenue growth targets. None of them mentioned sustainability. The managers said to value their employees and stressed the importance of facilitating expertise and upgrading qualifications. Nonetheless, there is a recently increased fluctuation of staff. None of the managers declared how they intended to contribute to the achievement of the seventeen SDGs whilst reinforcing revenue growth.
Kate Raworth’s suggests that we need to redefine prosperity and calls for new KPIs to measure real prosperity and success (Monbiot, 2017).
Stakeholders and conflicts of interest
When implementing organisational strategy, different groups of internal and external stakeholders must be considered (Evans et al., 2017, Stubbs and Cocklin, 2008, Donaldson and Preston, 1995). The involvement of stakeholders in the implementation of sustainability strategies and the creation of mutual sustainability interests is vital for the success of these strategies (Hörisch et al., 2014).  
SGS has identified its major stakeholders and this report highlights sustainability actions (Table 1) and emerging conflicts between them.
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[bookmark: _Ref87210106]Table 2 - Stakeholder assessment
There are some visible conflicts regarding sustainability. First, employees are resisting change and do not appreciate that changes to processes may be required to become more sustainable. For example, it is customary in Germany to receive and use a company car. Scrapping this scheme will certainly cause an uproar. 
Different business units (BU) benefit from “sinners” – the Oil and Gas BU as well as Agri-food BU becoming more ethical and sustainability-focused may reduce their short term profits.
Any reduction in short-term profitability is likely to disappoint shareholders and make it more difficult for the organisation to secure financial capital on the open market.
Current sustainability level of the industry
This report compares SGS with its two main competitors: Eurofins and Bureau Veritas. 
It is difficult to compare the sustainability level across organisations for the lack of standard reporting, officially agreed KPIs, and availability of impact measures (Sridhar and Jones, 2013).
All three companies are not transparent in their sustainability efforts. Only Bureau Veritas quantifies the total expenditure on sustainability initiatives. Therefore, the comparison is qualitative rather than quantitative. 
Eurofins
The management of Eurofins seems to be aware of the growing expectations of its stakeholders regarding sustainability and publishes an annual Environment, Social and Governance Report (Eurofins, 2020). However, they do not appear to feel responsible for sustainability.
The report is of low quality. Its 37 pages contain no graphs, numbers or pictures. Only two statistics are provided. The first is indicating the number of male and female senior leaders and the second considers the distribution of FTE in regions. On the whole, it only provides facile information about sustainability strategy and targets. 
Eurofins has established the Eurofins foundation. Their Steering Committee donated to 76 initiatives in 2020. However, it is unclear how much money was spent. They mainly tried to match their services to the SDGs claiming that these would contribute to sustainability.
Eurofins’ sustainability efforts appear to be driven by external pressure rather than true commitment. 
Bureau Veritas
The management of Bureau Veritas has understood that businesses need to take responsibility for sustainability. They have established a CSR committee and CSR department as well as external CSR consultants. Their sustainability strategy is set on three pillars social and human capital, environment and governance. Bureau Veritas underwent several external assessments and got several awards (e.g. Ecovadis “Gold”; DJSI score of 84/100, MSCI: AA).
Bureau Veritas has set focus on SDG 3: Good health and well-being. They intend to contribute to this goal solely by the group’s risk prevention actions. Further, the organisation tried to match their services to other SDGs without working directly on achieving them.
Bureau Veritas understands that it is important to take actions towards sustainability. However, they do not see additional opportunities in focussing on sustainability. Their engagement with sustainability aims at legitimising their business activities. 


Comparison 
A summary of performance indicators is provided in Table 1
[image: ]
[bookmark: _Ref87202973]Table 3 - competitor analysis
The management of all organisations is aware of stakeholders’ expectations regarding sustainability. However, each organisation chooses a different approach to deal with sustainability challenges.
SGS emphasised a professionally created sustainability report of brilliant quality, a professional external consultancy (https://ry.com) was engaged to ensure the quality of content and presentation. It suggests that sustainability is indeed an important issue for SGS. 
Eurofins’ ESG-report, on the contrary, appears to suggest that sustainability is means of gaining legitimacy and not something to be invested in. 
Bureau Veritas appears to be interested in contributing towards sustainability, however, they seem to be lacking expertise and, therefore, have not engaged with the subject of sustainability as deeply as SGS. 
SGS indicates many numbers in their report and state how much money was spent on exemplary initiatives. However, SGS does not disclose how much money in total was spent on sustainability projects to get an impression of their spending in relation to their revenues. 
Eurofins has established the Eurofins foundation which donates to several sustainability initiatives. However, Eurofins do not provide any numbers at all to estimate their impact on sustainability. 
Bureau Veritas delivered 1,400 hours for sponsorship operations and donated €407,000 in 2020: ~0.14% of their profits.
The organisations interpret the trends differently and see different opportunities in global and social issues (Dyllick and Muff, 2016). Bureau Veritas want to take advantage of short consumer goods lifecycles, whereas SGS offer, services to test the longevity of products.
Bureau Veritas intends to expand its Oil and Gas business (Bureau Veritas, 2020), whereas SGS sees fossil fuels on the decline in line with current global trends (Wintour, 2021).
SGS embraces sustainability and identifies opportunities that arise from sustainability challenges. Within their industry, they are the leading organisation concerning attitude and contribution to the achievement of the seventeen Sustainable Development Goals. 
However, it is remarkable that neither organisation has given sustainability a place in their mission/vision/value statements. Bureau Veritas mentions sustainability only in their mission as support of clients by managing health and sustainability risks. Neither organisation sets sustainability as a priority goal above growth and revenue aspirations.
Summary
Some organisations use sustainability reports to present themselves as green and social to meet the pressure of their stakeholders. The absenteeism of obligatory indications gives organisations the freedom to choose which practices and products or services they showcase and how they interpret these to make them look sustainable and which information they withhold (Sridhar and Jones, 2013).
SGS appears to be doing well, especially in comparison to its peers in the marketplace. However, there is more to be done, specifically with regards to creating a global sustainability-focussed culture and raising the employees’ sustainability awareness across the board.
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Stak eholder s  E xpectations  Approa ch  

Customers   B2B  External pressure for sustainability   creates demand for  sustainable  business soluti ons  and  second as  well as third pa rty  au diting  Offering services :  t esting,   inspection,  verification,  c ertification,  consultancy ,  training  

Consumers  Save   sustainable   products   of  good  quality  T esting,   inspection,  verification,  c ertification   of   products and  companies  

Em ployees  Job security,  well - being, fair  treatment ,  adeq uate   payment  Catalyst   employ ee survey ,  yearly  apprais al  

Suppliers  Incr ease d   revenue s  and market  share  Adding value  through promotion  of sus tainability   as part of   SGS ’  supp ly chain management  

Communities an d  t he  Planet  Sa f e environment s ,  clean air,  le ss   noise pollu tio n ;     No environmental pollution,  biod iversi ty ,  p revent ing  clima te  change , r educed resource  exploitation  Engagement in social and  env ironmental initiatives,  re duction of carbon emissions,  delivering sustainab ility   services  

Governments  and Indust ries  GDP growth,   peace and stability  Year on year revenue growth,  cooperation with governments,   United nation s et c.   

I nvest ors /   S hareholders  Growth of re ve nues and profits  Market analysis, e xpan ding  mar ket share ,   broade ning  servi ce  offering   thr ou gh  develo pment of   innovative   services    
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SGS  Bureau Veritas    Eurofins  

Reduce  Total  Re cordable  Incident  Rate ( T RIR )   of  2014  T R IR   1.11   by  50%     I n   2020  achieved  T R IR  0. 36  R educe  Total  Accident   Rate   ( TAR )  to  0.26 ;   In 2019 TA R 0.38  Total Recordable Incident Rat e  (TRIR) : 1 .75    

Reach  30% of  female  representation in leadership  positions .    I n  2020  l eadership pos itions held  by women :   28.7 %  Reach 35% of female  representation in leadership  positions .   I n  2020  l eadership pos itions held  by women :   30 %  approximately 50% of   female  representation in leadership  positions .    

Reduce our annual CO2 emission s  (per FTE) by 20%     1 (CO2 tons/FTE)   star ting with   2.6  tons in 2014 .    In 2020  reduced to  1.7 tons /FTE  Reduce CO2 emissions   to 2 tons  per employee (per annum) .   In 2020  achieved 2.3 tons /FTE  Carbon emiss ion per FTE no t  y et  c alculated  (only for 50 % of  laboratories ;  N umbers not  av ailab le ;    

Education /training :    4.3 Mio training hours    e quivalent   to   48.31  hours /empl o yee   in 2020  Achieve 35 training hours per  employee (per annum) .   I n  2020   the  training hours given  per employee   wer e  23.9    80 ,000 training hours  e quivalent to  1.6  hours /emplo yee in 2020  
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PEST LE  segment  Challenges and Ris ks for SGS  

Envi ronm en t al  most   countr ies  are impacted by  either  droughts ,  water scarcity   and wild  fires , or by   f loods   and rising sea levels.  The situation  will  be  exacerbated   by  g lobal  warming , leading  to  spill - over   of the  env ironmental c hallenges   into  economic, political and   social  problems .  

Economic   a nd political  instable  gove rnment s   or failed states,   gove rnment al  regulations ,   corruption , inflation, tax rises,   carbon pricing,  disruption  of  infrastructure   and  data  protect ion  along with c yber s ecurity   represent risks to S GS ’ o perati ons.  Fur ther  energy  sup p ly   and   rising  environmental requirements ,  present  challenges  for  SGS.   

Social  c onflicts,  modern  slavery, child labour,  vulnerability of migrant  labour ,  healt h and sa fety , ep i d e mics,  poor   education ,  sca rc ity of  knowledge   and skills   an d   discrimination  could  com promise SGS ’  business activities .  
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