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Measuring "better" - giving CSR a measure ek
% ssociation
by Jana Stelcer (Osijek, Croatia), Romina Orescovic (Zagreb) and of Controllers

Herwig Friedag (Berlin)

The members of the ICV International Work Group intended in 2020 to support PS fashion, a
fashion company from Serbia with ideas, tips etc. But Covid19 did not allow this.
What to do? After a survey of all work group members, the management team decided to
work on self-defined topics via internet, i.e. with Teams, Zoom or Skype.
The following four topics were selected in a doodle survey:
1) Ideas for securing liquidity
2) Change in business model in the near future
3) What kind of new technologies will be used in management / controlling in a few
years?
4) How to make social responsibility (CSR) measurable in order to be able to use CSR as
part of the business model of companies.

CSR-measurement: less is more!

Since 2017 there has been an annual reporting obligation for large companies
on the subject of CSR- Corporate Social Responsibility. This reporting
obligation, which is part of the annual financial statements, includes general
explanations and a wide range of key figures - there is no comparison with
other companies.

A team of the ICV International Work Group, consisting of

= Jana Stelcer (Osijek, Croatia),

= Romina Orescovic (Zagreb) and

= Herwig Friedag (Berlin)
has developed a controlling-compatible benchmark that shows, if possible in
one (CSR) key figure, whether efforts were successful - and (this is Controller's
task!) also shows in which areas targeted measures still need to be taken.

This is a key figure for such a large subject area, which is increasingly becoming
part of the business model of companies. Is this possible and what could such a
model look like?
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internationally abbreviated as "CSR"

(Corporate Social Responsibility), there has been a European Union-reporting

obligation for capital market-oriented companies with more than 500

employees! since 2017. In their annual report?, these companies must report

on environmental, social and labour issues, human rights, corruption and

diversity.
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financial-reporting_en
2 https://www.iso.org/publication/PUB100260.html| (2020-10-10)
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The German CSR counterpart, International
_ _ i ____ the Sustainability Code, is N
- " pasedon20 criteria, whereby the
following criteria are obligatory to
report
according to the CSR Directive
Implementation Act (CSR-RUG):
= 12 (resource management),
She s e B = 14 (labour rights),

= 17 (human rights),

= 18 (communities) and
T ST —— g = 20 (conduct in compliance with

laws and regulations) 3

o e susainability Cods e L : i checking

Responsibility Rules and Processes Control Incentive Schemes

Human Rights  Corporate Citizenship Political Influence Conduct that

“#0  Fairenough: in practice, there is a long
report, CSR usually does not play a
major role in management's
perception, CSR is rarely part of the
e Emplye i SUEEE S ¢ wsmase business model - and
c e implementation
measures are rarely

carried out.

A team of the ICV International Working Group, consisting of Jana Stelcer
(Osijek, Croatia), Romina Orescovic (Zagreb, Croatia) and Herwig Friedag
(Berlin, Germany), has set itself the task of creating a measure suitable for
controlling, preferably in the form of a (CSR) key figure, to show whether
efforts have been successful - and (this is the controller's task!) also to show
what remains to be done in which areas.

Simply stating that we are getting "better" is not enough, because "you can't
manage what you can't measure" does not show without a doubt where what
needs to be done. The freely selectable performance indicators listed in the
sustainability code make it virtually impossible to compare one's own position
with that of other companies or industry partners - or even within a group.

The CSR model presented in the following shows in a CSR indicator the status of
current efforts and provides specific suggestions for improving work, enables a
comparison with other companies and thus leads to more attention to the

3 https://www.deutscher-nachhaltigkeitskodex.de/en-gb/Home/DNK/Criteria (2020-10-10)
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topic of CSR in management, in the entire company. In other words,  International

. Association
a classic controller task! of Controllers

The contents are a suggestion, certainly there are better and more meaningful
indicators for many selected sectors and criteria. Several associations have
already developed sector-specific supplements for reporting. These could be
incorporated here.

In order to finally arrive at an indicator for Corporate Social Responsibility to
maintain the sustainability criteria, a structure is of course needed, and the 20
sustainability criteria are a good proposal, but probably too extensive.

This CSR indicator is developed in seven steps:
1. Definition of sectors and sub-criteria

The selection of the sectors relevant for a good CSR policy and the sub-criteria
derived from them should also be discussed intensively within the company, in
industry associations or even at state level. There is no right or wrong. This is
also the strength of the model: discussion in the decision-making circle about
what really important aspects of a company's CSR orientation are.

We have decided on four sectors. The defined CSR sectors are:

Sector A Human rights Sector A: Human rights (Employees)
Al: work conditions (fair payment) safety
A?2: discnimination / tolerance gender palicy )
A3: education & development

Ad: working culture / work life balance
AS: exploitation (children bad paid jobs)

Sector B Consumer issues Sector B: Consumer issues

B1: ensuring quality life to consumers
B2: consumers involvement in developm.
B3: after sales service

B4: integrity in communication
Sector C Community Sector C: Community

C1: understand community specifics
C2: no corruption

C3: lead by example

C4: open

Sector D Environment Sector D: Environment

D1: carbon footprint (clear air)
D2: protection of animals/plants
D3: having CSR-ratios

D4: "green" transportation

each with three to five criteria.
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2. Weighting of the sectors / criteria International
Association
of Controllers

We have assessed the weight of the four sectors with their sub-criteria
differently.

weight weight
Sector A: Human rights (Employees) 29% Sector C: Community 21%
Al: work conditions fair payment) | safety 7% C1: understand community specifics 79%
A?: discrimination / tolerance gender policy ) 9% C2: no corruption 79,
A3: education & development 6% C3: lead by example 79,

Ad: working culture / work life balance 1% C4: open
AS: exploitation (children. bad paid jobs) 4%

Sector D: Environment 26%
Sector B: Consumer issues 24% D1: carbon footprint (clear air) 10%
B1: ensuring quality life to consumers 6% D2: protection of animals/plants 4%
B2: consumers involvement in developm. 5% D3: having CSR-ratios 4%
B3: after sales service 7% D4: "green’ transportation 8%
B4: integrity in communication 6%

Together, the individual weights add up to 100%; the individual CSR sectors
have a weight of 21% to 29%.

3. Key figures for each criterion

An indicator was defined for each criterion. Since there is never (!) the right
indicator, an agreement must be reached. In controlling we are still not used to
work with so-called "soft" indicators; here it is mostly necessary!

weight
Sector A: Human rights (Employees) 200 ratio
Al: work conditions ffair paymert) | safety 7% staff satisfaction-ndex
A?2: discrimination / tolerance (gender policy 3 9% % women, coloured, foreigners, disabled, other religions etc_ in top management
A3: education & development 6% # of innovation-ideas
Ad: working culture / work life balance 3% % staff with free / homeoffice-possibilities (also flexible working hours)
AS5: exploitation (children, bad paid jobs) 4% discrimination-policy
Sector B: Consumer issues 24% ratio
B1: ensuring quality life to consumers 6% customer-satisfaction-index
B2: consumers involvement in developm. 5% % of innovations based on consumer initiatives
B3: after sales service 7% product-lifetime
B4: integrity in communication 6% reputation in community
Sector C: Community 21% ratio
C1: understand community specifics 7% knowledge of needs and preferences of community
C2: no corruption 7% corruption-index
C3: lead by example 7% Community-engagement
C4: open
Sector D: Environment 26% ratio
D1: carbon footprint (clear air) 10% | carbon footprint
D2: protection of animals/plants 4% processes / segments in the "protection” scope
D3: having CSR-ratios 4% CSR ratios in normal work
D4: "green" transportation 8% "green” ways of transportation
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4. Define the characteristics of the parameters International
Association

. L. of Controllers
In order not to complicate the model too much, we have limited each

parameter to five values. Our experience shows that even a further
differentiation to 10 or even 20 values does not produce more precise results.

Here are the values for Sector A Human Rights:

weight
Area A: Human rights (Employees) 20% | ratio
Al: work conditions (fair payment)/ safety 7% staff satisfaction-index

A2: discrimination / tolerance jgender paticy 3 9%

% women, coloured, foreigners, disabled. other religions etc. in top management

A3: education & development 6%

Ad: working culture / work life balance 3% | % staff with free / homeoffice-possibilities (also flexible working hours)

AS5: exploitation (children bad paid jobs) 4%
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Sector B Consumer Orientation: International
- Association
We]ght n¥ ﬁnnirﬁ“ers
Sector B: Consumer issues 24%  ratio
B1: ensuring quality life to consumers 6%  customer-satisfaction-index

B2: consumers involvement in developm. 3% % of mnovations based on consumer mitiatives

B3: after sales service 7%

B4: integrity in communication 6%

Sector C Community:

weight
. |Sector C: Community 21% | ratio
C1: understand community specifics 7% |. knowledge of needs and preferences of community

|20 cormuption e W comprondndex

C3: lead by example 7% |.

|4z open ]
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Sector D Environment: International
weight Association
of Controllers
Sector D: Environment 26% ratio
D1: carbon footprint (clear air) 10% |

D2: protection of animals/plants 4% ’ processes / segments in the "protection” scope

D3: having CSR-ratios 4% |

D4: "green" transportation 8% l green” ways of transportati
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5. Definition of target values (benchmark) International
Association
. L L of Controllers
The next step is to set a target value for each indicator of a criterion; this target

value is multiplied by the weighting (evaluation). A target value can be set
within a company, but also across the industry or even across the EU.

100%
CSR-ratio compan Assessment
y XYZ points evaluation target
(unweighted) (weighted) ac h ieve-
26 2550; '?fé r‘;ﬁm;’s'ﬁg weight tgzgtjit ac-tual branch act.ual S
51- 75% CSR s part of business model RV poINts of ta_rget DQIntS %
76 - 100% integrated CSR-business model company [ weighted weighted
Sector A: Human rights (Employees) 29% 16 0,96
Al: work conditions (air payment) / Safety 7% 2 0,14
A2: discrimination / tolerance (gender poticy ) 9% 4 0,36
A3: education & development 6% 4 0,24
Ad4: working culture / work life balance 3% 2 0,06
AS5: exploitation (children, bad paid jobs) 4% 4 0,16
what to do:
Sector B: Consumer issues 24% 12 0,73
B1: ensuring quality life to consumers 6% 3 0,18
B2: consumers involvement in developm. 5% 3 0,15
B3: after sales service 7% 4 0,28
B4: integrity in communication 6% 2 0,12
what to do:
Sector C: Community 21% 11 0,77
C1: understand community specifics 7% 3 0,21
C2: no corruption 7% 4 0,28
C3: lead by example 7% 4 0,28
C4: open
what to do:
Sector D: Environment 26% 12 0,88
D1: carbon footprint (clear air) 10% 4 0,40
D2: protection of animals/plants 4% 2 0,08
D3: having CSR-ratios 4% 2 0,08
D4: "green" transportation 8% 4 0,32
what to do:
ratio, grade of CSR-attainement: 100% 3,34

The same applies to setting a benchmark: the most important thing is to
discuss it. But: the CSR benchmark (=5 of the multiplications: weighting * target
value), in our example 3.34, naturally determines the CSR indicator to be
determined in the next step!
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6. Defining its own CSR values International
Association
. . of Controllers
The assessment of the actual values of one's own (the investigated) company is

determined regularly, probably more likely quarterly or annually - and here too
multiplied by the weighting in %:

100%
CSR-ratio compan Assessment
y XYZ points evaluation target
(unweighted) (weighted) achieve-

2625?;’& f]% IiinRVS;SI:‘(l:Iﬁg weight tig%it a<?tual branch ac'FuaI i

51- 75% CSR s part of business model e poInts of ta_rQEt pqlnts %

76 - 100% integrated CSR-business model company weighted weighted
Sector A: Human rights (Employees) 29% 16 13 0,96 0,850 89%
Al: work conditions (air payment) / Safety 7% 2 2 0,14 0,1401@® 100%y
A2: discrimination / tolerance gender policy ) 9% 4 5 0,36 0,450 D 125%|
A3: education & development 6% 4 2 0,24 0,120 50%|
A4 working culture / work life balance 3% 2 2 0,06 0,060 & 100%|
A5: exploitation (children, bad paid jobs) 4% 4 2 0,16 0,084 50%%|

what to do:
Sector B: Consumer issues 24% 12 11 0,73 0,63@ 86%
B1: ensuring quality life to consumers 6% 3 2 0,18 0,12 —————— 6 7%|
B2: consumers involvement in developm. 5% 3 5 0,15 0,250 ® 167%|
B3: after sales service 7% 4 2 0,28 0,140 50%|
B4: integrity in communication 6% 2 2 0,12 0,120 100%)

what to do:
Sector C: Community 21% 11 9 0,77 0,63|@® 82%
C1: understand community specifics 7% 3 2 0,21 0,144 67%]|
C2: no corruption 7% 4 5 0,28 0,350 125%|
C3: lead by example 7% 4 2 0,28 0,140 50%)
C4: open

what to do:
Sector D: Environment 26% 12 11 0,88 0,640 73%
D1: carbon footprint (clear air) 10% 4 2 0,40 0,200  50%j
D2: protection of animals/plants 4% 2 5 0,08 0,200 ® 250%|
D3: having CSR-ratios 4% 2 2 008] 008]@ 100%)
D4: "green" transportation 8% 4 2 0,32 0,168 50%)

what to do:

ratio, grade of CSR-attainement: 100% 3,34 27510 82%

In our example, the target value is 3.34 and our calculated value for our
company is 2.75; this alone says nothing - but the CSR indicator shows that we
have achieved 82% of the benchmark, the target value, and we can now obtain
information on the achievement of objectives per sector.

Now comes the most important step:
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7. What to do? International
Association
of Controllers

100%
CSR-ratio compan Assessment
y XYZ points evaluation target
(unweighted) (weighted) achieve-

0 - 25% no CSR policy i

26- 50% "qreenwashing" weight tza(\;%it ac_:tual branch act_ual ment

51- 75% CSR i part of business model e points of | target | points %

76 - 100% integrated CSR-business model company weighted weighted
Sector A: Human rights (Employees) 29% 16 13 0,96 0,85 @ 89%
Al: work conditions (tair payment) / Safety 7% 2 2 0,14 0,14 @ 100%
A2: discrimination / tolerance (gender poticy ) 9% 4 5 0,36 0,45 @ 125%
A3: education & development 6% 4 2 0,24 0,12 ) 50%
A4 : working culture / work life balance 3% 2 2 0,06 0,06 @ 100%
A5: exploitation (children, bad paid jobs) 4% 4 2 0,16 0,08 () 50%

what to do: |
Sector B: Consumer issues 24% 12 11 0,73 0,63 @ 86%
B1: ensuring quality life to consumers 6% = 3 2 0,18 0,12 () 67%
B2: consumers involvement in developm. 5% 3 5 0,15 0,25 @ 167%
B3: after sales service 7% 4 2 0,28 0,14 () 50%
B4: integrity in communication 6% 2 2 0,12 0,12 ! 100%

what to do:
Sector C: Community 21% 11 9 0,77 0,63 @ 82%
C1: understand community specifics 7% 3 2 0,21 0,14 () 67%
C2: no corruption 7% 4 5 0,28 0,35 @ 125%
C3: lead by example 7% 4 2 0,28 0,14 () 50%
C4: open

what to do:
Sector D: Environment 26% 12 11 0,88 0,64 () 73%
D1: carbon footprint (clear air) 10% 4 2 0,40 0,20 ) 50%
D2: protection of animals/plants 4% 2 5 0,08 0,20 @ 250%
D3: having CSR-ratios 4% 2 2 0,08 0,08 @ 100%
D4: "green" transportation 8% 4 2 0,32 016 () 50%

what to do:

ratio, grade of CSR-attainement: 100% 3,34‘ 2,750 82%

With the accounting system, we look at the past. The task of controlling is to
use figures to encourage people to DO something for the future! The
management of every company should be measured against its CSR claims or
the CSR targets of the industry, the EU ...

For each sector, it can be seen where there is a need to catch up and what
needs to be done to reduce the difference between CSR target (3.34) and
actual CSR (2.75 = target achievement 82%). Only when this discussion begins

and action follows will this instrument have achieved its goal.
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International
Association
. . of Controllers
For the management, and here lies an important task for the controller

service, it is important to determine the implementation (what to do)
for the next period, i.e. to ensure an active CSR policy. The success of
implementation can be measured in each case by the CSR indicator.

Practical test

In order to test whether this CSR toolkit has proven its worth in practice, a test
was carried out with two country organisations; the management of these
countries (Bosnia-Hercegovina and Poland) filled in the Excel table and received
interesting suggestions for their future CSR-tasks:

100%
CSR-ratio company Assessment Bosnia-Hercegovina kq;—\_ssessmmt Poland
xyz [unpulZIiI;;?ed] e[‘r\a\.'a@li.'.gjlf?.tn@g;1 target [unpw?ilsifed] e["w?;-li.::tne:;1 target
weight | target | actual |branch | actual | achieve- | target [ acmual |branch| acmal | achieve-
[afthe o H ment [of the 0 H ment
brarch) | 207 e | mved | % | ") | Dompary | weved | vopeed | %
Sector A: Human rights (Employees) 2005 16 15 0,96 0,93 D 97% 16 16 0,96 0,96 O 100%
Al: work conditions (fsir payment)/ safety 1% 2 3 014 021 @ 150%| 2 4 0.14 028 @ 200%|
A2: discrimination / tolerance jgender policy ) 9% 4 4 0.36 036 @ 100% 4 4 0.36 036 @ 100%|
A3: education & development 6% 4 3 024 018 @ 75% 4 2 024 012 () 50%
Ad: working culture / work life balance 3% 2 2 0.06 006 @ 100%| 2 4 0.06 012 @ 200%|
AS: exploitation (children. bad paid jobs) 4% 4 3 0.16 0,12 @ 75% 4 2 0.16 008 ) 50%)
what to do: |
Sector B: Consumer issues 249 12 8 0,73 0,45 7:::3' 61% 12 10 0,73 0,61 O 84%;
B1: ensuring quality life to consumers 6% | 3 3 0,18 015 @ 83% 3 2 018 012 () 67%|
B2: consumers mvolvement in developm. 5% 3 2 0.15 010 () 67% 3 2 0.15 010 () 67%
B3: after sales service 7% 4 2 0.28 011 ' 38% 4 3 0.28 0.21 O T5%)|
B4: ﬁltegl’l"n-' in communication 6% 2 2 0,12 0,09 O 73% 2 3 0,12 0,18 O 130%|
what to do: |
Sector C: Community 21% 11 7 0,77 0,49 ) 64% 11 5 0,77 035 @ 45%
C1: understand community specifics 7% 3 2 021 014 () 67% 3 2 021 014 )  67%|
C2: no corruption 7% 4 2 028 014 () 50%| 4 2 028 014 ) 50%|
C3: lead by example 7% 4 3 028 021 @ 75%| 4 1 028 007 @ 25%
C4: open
what to do: |
Sector D: Environment 26% 12 5 0,88 0,28 i 32% 12 5 0,88 0,34 ‘ 39%
D1: carbon footprint (clear air) 10% 1 1 040 010 @ 25%| 4 1 040 010 @ 25%
D2: protection of animals/plants 4% 2 1 0.08 004 ) 50%| 2 1 0,08 004 ) 50%|
k| D3: having CSR-ratios 1% 2 2 0,08 006 @ 75% 2 1 0,08 004 ) 50%
b/ D4: "green" transportation 8% 4 1 0,32 0,03 ! 25% 4 2 032 016 () 50%)
k| what to do: |
| ratio, grade of CSR-attainement: | 100% 3.34 2,15 O 64% 3,34 2,26|O 68% ]

The values of both countries show serious deficits in the social and
environmental sectors; action is needed here!
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Conclusion International
Association
. N of Controllers
CSR and corporate social responsibility standards must be at the heart of

business activities and must not be lost as a necessary part of the annual report
of only large companies. The model presented - as useful as further discussions
on the definitions and assessments made may be - makes it possible, with
relatively little effort, to form a picture of the measures necessary to improve
one's own CSR policy.

Controlling in particular is called upon to accompany this process, because the
authors consider it most important to start a permanent discussion process in
the company, stimulated, accompanied and comprehensibly reviewed again
and again by the controlling service!

The complete EXCEL file can be downloaded at:
https://www.icv-controlling.com/de/arbeitskreise/international-work-
group/experience-2020.html
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The ICV international work group has been established in 2015 and International
since then treated every year with one company — companies from ﬁfsé%‘:tart:,ﬁz,s
Poland, Slovenia, Germany and Spain had been the object of our work.

Every year one company will be analysed in order to provide the target compa-

ny with ideas, suggestions and proposals (but not end-to-end management

consultancy) for modern management in all areas of the company

Head of the ICV international work group is Edyta Szarska, Owner of
Controlling Partner in Warszawa Poland, www.controllingpartner.pl,
mail: edyta.szarska@controllingpartner.pl

She is supported by the work group's leadership team:

Romina Oreskovic (HR), Group Finance Director at ORBICO GROUP, a Croatian
enterprise (mail: 7 "
romina.oreskovic@orbico.com) and

Dr. Herwig Friedag (D), experienced
consultant with over 25 years of expertise
(mail: consult@friedag.com)

More information about us you can find

at:
https://www.icv-controlling.com/en/work-
groups/international-work-group.html

Working for the future of European companies
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Some thoughts about measurement and key figures International
Association
) ) . _of Controllers
Key figures alone say nothing. In order to make meaningful use of key figures,

the following conditions must be met:

1. Calculation rule:
It may seem banal, but it is not possible without exact specifications about
the data content and the calculation method. This is the basis for uniform
communication.
If we speak of "profit", for example, everyone probably understands
different things: profit before tax, profit after tax, profit before depreciation,
etc. ; Itis best to describe the definition of all key figures internally within
the company - so that all those concerned can read up on how exactly a key
figure is determined / calculated - and then draw conclusions!

2. Goal:
A key figure without objective is superfluous! What does a "profit" of 500 T€
say? Nothing. 500 T€ can be ruinous, can be adequate or even excellent -
depending on the situation.
However, the target should not be determined top-down, but should be
"negotiated" with the person in charge - otherwise a target to which one
does not commit oneself will be reached.

3. Comprehensibility:
An unambiguous calculation rule and a goal are a prerequisite, but are the
contents also understandable for the responsible manager / employee? Not
everyone has a degree in business administration, not everyone has a
colleague who explains the objective to be measured by the key figure in an
understandable way.
And: shouldn't all employees concerned also understand the key
figure? Through their actions, the achievement of objectives is
guaranteed!

4. Manageability:
How many company divisions are measured against targets for which they
can contribute little or nothing at all! Therefore, responsibility should only be
measured with those indicators for which the own actions are decisive.

5. Significance:
Is the target setting at all significant for the employees who contribute to the
achievement of the target? Do they participate in the success of the
achievement of a goal? Or is it - as so often - only one goal among many
others?
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International
Association

6. Number of objectives - number of key figures of Controllers
Often enough managers are blamed for many, far too many goals. But our
brain is not able to process more than 6 or 7 things at the same time. And so
the goals are put aside. Or the manager chooses the "handful" of goals that
are most important to him.
Objectives pursued with key figures should give impulses in daily work,
differentiate between important and unimportant things, concentrate on the
achievement of objectives and plan activities in order to achieve the
objective safely.



