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Background note on Sustainable Development 

Background Document (distributed to all Policy Members). 

This document has been prepared in two parts. The first a brief outline on the UITP Charter developments and support to charter signatories and secondly a background document containing more general information, which may make interesting reading for those wishing to have a wider understanding of the issue. It brings focus to some aspects that engaging in sustainable development brings in term of non-financial value to a company or organisation. 

Update on UITP activities:

· 39 UITP members signed the UITP charter in May in Madrid 

· The charter may be signed by all categories of UITP member

· The charter has 2 different types of signatory – Full and Pledge

· Evaluations are done on a quarterly basis (they are in process now and the new signatories will be informed by the end of October)

· New updates are put on the UITP web site on a continuos basis

· The first of a series of Coaching and Training Workshops will be held in January in Brussels with the support of the STIB. The dates are the 15-16th January starting with a the half day 

· They are organised with a half-day ‘Political’ session prior to the workshop. UITP signatory members are invited to attend these special sessions with their local or national politicians where local and international examples will be used to demonstrate successful policies.

Overview of Sustainable Development

1. What does Sustainable Development really mean?

Sustainable Development encompasses all types of activities that encourage the long term continuity or sustainability of organisations and companies. 

The most widely accepted definition is:
‘Development that meets the needs of the present without compromising the ability of future generations to meet theirs’.

From 1987 Brundtland Report ‘Our Common Future’
Sustainable Development is about finding the right balance between economic growth, social equity and environmental protection
Social progress which recognises the needs of everyone. Everyone should share in the benefits of increased prosperity and a clean and safe environment. Action needs to taken to improve access to services, tackle social exclusion, and reduce the harm to health caused by poverty, poor housing, unemployment and pollution. Our present needs must not be met by treating others, including future generations and people elsewhere in the world, unfairly. 

Effective protection of the environment. We must act to limit global environmental threats, such as climate change; to protect human health and safety from hazards such as poor air quality and toxic chemicals; and to protect things which people need or value, such as wildlife, landscapes and historic buildings.

Prudent use of natural resources. This does not mean denying ourselves the use of non-renewable resources like oil and gas, but we do need to make sure that we use them efficiently and that alternatives are developed to replace them in due course. Renewable resources, such as water, should be used in ways that do not endanger the resource or cause serious damage or pollution.

Maintain high and stable levels of economic growth and employment, so that everyone can share in high living standards and greater job opportunities. The UK is a trading nation in a rapidly changing world. For our country to prosper, our businesses must produce the high quality goods and services that consumers throughout the world want, at prices they are prepared to pay. To achieve that, we need a workforce that is equipped with the education and skills for the 21st century. And we need businesses ready to invest, and an infrastructure to support them.

This encompasses many normal business activities as well as activities that may be entitled or more widely understood by the terms corporate social responsibility, environmental management, and community relations. 

Sustainable development as a term has really only been used in business since the UN Summit in Rio de Janeiro (1992) that focussed mainly on climate change.  Ten years on the World Summit in 2002 had moved on to being the World Summit on Sustainable Development with the slogan of ‘People, Planet Profit (Prosperity).

There is sometimes difficulty in the translation of the term ‘sustainable development’ into different languages and its interpretation in differing countries. Cultural differences in levels of activity are also apparent.

The main difference between corporate social responsibility and sustainable development is that sustainable development strongly advocates the balance of social, environmental and economic aspects as being crucial for success and long term sustained efforts. Corporate social responsibility is closer to what used to be called ‘corporate philanthropy’ and does not always include the environmental aspects.  

Sustainable development is not only concerned by far reaching or long-term actions and short-term benefits may also be enjoyed by engaging in activities that ultimately lead to sustainable development. The main concern that they ensure continuity in terms of businesses and organsiations. It is not only the domain of large multinationals and SME’s may also benefit from this business approach.

2. What are the differences between Sustainable Mobility, Sustainable Transport and Sustainable Development? 

This following is the definition from the UITP brochure ‘Ticket to the Future’.

Sustainable transportation is an aspect of global sustainability, which involves meeting present needs without reducing the ability of future generations to meet theirs.

A sustainable transportation system is one that:
· allows the basic access needs of individuals and societies to goods, jobs, education, leisure and information to be met safely and in a manner consistent with human and ecosystem health, and with equity within and between generations.

· is affordable, operates efficiently, offers choice of transport mode, and supports a vibrant economy. It limits its emissions and waste to within the planet’s ability to absorb them, minimises consumption of non-renewable resources, the use of land and the production of noise, and reuses and recycles its components whenever possible. 

A world where sustainable transportation fits in:
Sustainability has three components: the environment, society, and the economy that are all inter linked. The Environment refers to respect for human surroundings and other life forms and limiting their activity to the least irreversible damage to the environment. 

Society is the organisation of complex human interactions and today we depend quite strongly on them. Thus the sustainability of societies is a necessary condition for meeting human needs. Societal factors are a major component of any legacy to future generations and are therefore important for sustainability. They also determine the present quality of life, of which accessibility is a significant factor. 

The Economy describes the resources available and how these resources are organised to meet human needs and goals. Economic factors have a strong influence on the environment and society in general.

The Transportation of people must be affordable, available and sustainable in its impact on the environment and society. It also helps to achieve sustainability in other aspects of human endeavour.

(based on a definition from the Canadian Institute of Sustainable Transportation)

The term sustainable development collects together and brings greater focus to activities by measuring, monitoring and reporting on the social, environmental and economic aspects of the business (or organisation).   

3. Relevance to Public Transport and Today’s Economic Climate
Even in today’s strongly commercial climate non-financial values of organisations are being recognised, in particular by other sectors. The key note speaker will be focussing on how independent verification and international accountability standards are being used in adding value to companies.

Relevance of Top levels of management to Sustainable Development
CEOs/ Executive Board level/Senior Management need:

· to be responsible for the governance and culture of an organisation 

· to sense and anticipate change

-    to anticipate market developments

· to manage and reduce risks

· to ensure financial and employee security

Many of these areas of business benefit strongly from engaging in sustainable activities and this can be measured in both financial and non-financial methods. This is often called ‘triple bottom line’ (economic, social and environmental) reporting.

There is a wide range of possible reporting standards and certifications. Some have already been mentioned in the recent Public Transport International (2003/5) such as the quality standards ISO 14000 & 9000, Global Reporting Indicators (GRI) and others that may be mentioned in this session include and were not in the PTI:

AA1000 – an accounting assurance standard

OHSAS 18000 – a health and safety standard

For information

Some examples of the added value of measuring financial and non-financial information from other sectors:

Financial indicators

There are several stock indexes that review companies on their sustainable credentials. The most well known ones are the Dow Jones Sustainable Index (USA) and the FTSE4GOOD (UK). They are gaining in popularity with investor advisors as they have outperformed the regular indexes in the recent down turns of the world-wide stock market.

The Dow Jones Sustainability Index (DJSI) uses five indicators where companies need to outperform regular companies so they may be quoted on the DJSI:

· Innovative and efficient technology

· High standards of governance

· High returns to shareholders

· Industry leadership

· Commitment to social well being

Some UITP members are quoted on the DJSI (namely First (UK), MTR (Hong Kong) and Veolia (Connex).

Research in the USA shows that ‘Built to Last’ companies (visionary companies with goals that extended beyond maximising profit including sustainable development) also peformed better in financial terms. The ROE (return on equity) was 9.8% higher than that of non-Built to Last companies. Over the ten year period researched total return to shareholders was on average 63.5% higher. The return on assets was 3.55% higher and return on sales 2.79% higher than not BTL.

Customers and sustainable practises

The impact on consumer purchasing is less well known but there is increasing evidence to suggest that consumers do consider a company’s reputation when making a purchasing decision. A public transport operator most often uses the rational argument of comfort, reliability and price to convince customers or drive model change. However the emotional arguments may be at least, possibly more convincing, as research shows more people are interested in the ‘ethics’ of a company. 

Research by The Conference Board (a major global corporate think tank founded in 1999) found that 46% of consumers said they had purchased a product or service because of a positive perception of that company.  49% had decided against purchasing a product or service, as they didn’t perceive them as a socially, ethically or environmentally responsible company. This research was carried out in 1999 and surveyed 1000 Americans. A more recent study in the UK has shown similar findings.

A 1997 study (Waddock & Graves) of the 469 companies showed a significant positive correlation between companies with above average social performance also showed above average financial performance and interestingly the converse.  

Non-financial indicators

Risk and Crisis Management

Stakeholder dialogue and or management is central to the sustainable development and corporate responsibility debate.

It can be helpful to service providers in mitigating heavy damages caused by unforeseen circumstances if they have strong community relations, part of the social aspect of sustainable development. Although great benefits can be made, they are often underestimated and difficult to quantify in financial terms. Non-material reporting is addressing setting in place standards so a company organisation can put a value on this type of activity.

Building strong local community relations is considered to be a two way stakeholder engagement and goes beyond simple philanthropic actions. 

A socially responsible culture in organisations helps ensure that employees take their responsibilities seriously and helps create a reservoir of goodwill between company, customers and the community. This is a clear demonstration of embedding sustainable development into companies. This investment pays-off in times of crisis, and helps keep existing strong customer base loyal. 

Risks are increasingly difficult to estimate and a PT operator may have to face returning a service to normal after a major disaster, either due to external e.g. terrorist or extreme climatic conditions completely out of his/her control (for example New York Sept. 11, 2001, major floods as in Prague 2002, or disruption to the national grid 2002 in Europe and the USA) or one due to technical or human error (such as the Hatfield train crash, UK). 

Reputation and Image

Within the corporate field, the influence of the company’s reputation increasing in importance and a growing percentage of any company’s total value is comprised of intangible assets (non-financial) such as reputation, brand equity strategic positioning, alliance and knowledge. 

A study by Interbrand in 1999 concluded that ¼ of the world’s total financial wealth is tied-up in non-tangible assets and the strength of global brands such as Coca-Cola, Nike, McDonalds, Starbucks is obvious.

Reputation is difficult to quantify but increasingly it has an influence on a customer’s decision to purchase, a government’s decision to grant a licence to operate and an individual’s decision to seek employment with a firm.
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