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Executive summary

WP5 is developing the SMART Sustainability Assessment Tholf&ihtegrates sustainability
principles imnassessment framewofkr businessin the design and thenplementation of the

SAT, two important elements are indicat¢iksy performance indicators and process indicators)
and best practicedn a SMARSAT context,dy performance indicators (KPIs) represent technical
instruments tomeasure(quantitatively ad qualitatively) environmental, social and economic
impacts; key process indicators (PIs)iatérect quantitative measures of KPIs, focused on the
measurements in a process or in a step of a process; and best pracécpsdelines, rules,
procedures,processes, actions, policies, programs, methods and innovative ideas that could

implement a company to improwis sustainability performance.

In thisregard Deliverable 5.2 is focused on the analysis of indicators and best practices of the
companies that belong to textile products life cycle with the main purpose of guiding textile
companies in: i) how to define and implement KPIs and PIs, and ii) how tatefinse a set of

best practices to comply with the continuous improvement process.

To do that, this deliverable has carried out an analysis of the state of the art regarding KPIs and
Best Practices reported by 31 companies that belong to textile potiigotycle, connecting them
with the SAT.

This analyss identified a lack ofinformation associated with the environmental, social and
economic dimension3he aspects linked to climate changealth and safety and social security

of employees are theost advanced in the management sysserhthe explored companies.

From a life cycle perspective, this shortcoming is more evident in theithitieéphases of the
textile products life cycle (raw material acquisition, carding and spinning, and eyeshgg and
rising) which reveala significantack of reporting and assessment systems in tipesduction

phases

To overcome this limitation SAT considers a comprehensive assessment structure comprised by
KPIsassociatedwith recognisedfootprints Organizational Environmental Footprint from the

European Commission and Social footprint from UNEP/SHI@& rBethodology Althoughit is



certainlydifficult to define a standardized set of Pls that companies can atthoptdeliverable
identifies the main features that Pls should comply with. In addition, the SMARdImMs to
promote proactive organizaticsy committed to a continuous improvement approach for
sustainability. In this regard, a useful tool is the development and implementation tof bes
practices, explicitly defined and consistently integrated in the management system of the
organization. To do that, a necessary conditisnthe highevel of commitment of the
organization as the SMART Sustainable Governance Model propblsesSMART Sustainable

Governance Model is being developed in WP2 of the SMART Project, in close collaboration with

WP5, whiclsubmits the current deliverahle




1. Introduction
In this section, WP5 presents the purpose and scope of this deliverafnhects the work carried

out with other deliverables in the SMART framework and includes the structure of the deliverable.

1.1. Purpose and Scope
The concept of isstainabilitythat WP5employsinvolvesa multidimensional perspectivevith
environmental, social and economic dimensi@m)a balance among the different dimensions,
an intergenerational perspective, liégcle thinking and a stakeholdepproach Therefore, the
sustainability assessment cannot be just the result of a statiare of the company, one
dimensional and from the perspective of the most powerful stakehdltieise foundations of the
sustainability concept have been identified as the sustainability prin¢ggedMufioZTorres et
al., 2018) ad they should beonsidered in the sustainability assessment. In this regard, WP5 is
developing the SMARJ Sustainability Assessment Tool (SARjch integrates sustainability

principles in the assessment framework.

In the design and the implementation of the SMART fwo important elements are indicators

and best practices.

Regarding indicatorg, is possible to identify two types: key performance indicators (KPIs) and
process indicators (PIs). In a SMSRT contexKPs$represent technical instruments toeasure
guantitatively andqualitatively environmentalsocial and economic impacts and their main
purposeisto measurdootprint impactcategores.Likewise, Pls amnedirectquantitativemeasures

of KPIsfocused on theneasurements in a process or in a step pfocessTheiraim is toprovide
information for the control and monitoring of objectivedated to KPIs thallow a continuous

improvement process.

Both types of indicators arealsoincluded in the information system and in the external and
internal reporting process. Externallihey allow to communicate corporate sustainability

performance ando compare the performance among companies.

1 A stakeholder is a party that has an interest in a company and can either affect or be affected by the business
decisions and actions.



Concerningbest practices they are understod as guidelines, rules, procedurgspcesses,
actions, policies, programmethods and innovative ide#isat could implement company to
improve sustainability performangghichare integrated in the management system with the aim

to be consistent witlthe continuous improvement process.

Deliverable 5.2 is focused on textile sector. Consequently, it includes an analysis of sustainability
indicators and sustainable best practices of textile companies withnaie purpose ofuiding
textile companies ini) how to defineand implement KPIs and Riad ii)how todefine anduse a
set of best practices to comply with the continuous improvement pro@&is indicators and

bestpracticesshould ban accordance with thprinciples oSMARISAT

1.2. Relatinship to other deliverables
This report is theeconddeliverable based on the work developed by WP5 aisddated toall
other deliverablesleveloped byVP5.In particularDeliverable D5.{LifecycleThinking: Issues to
be consideredpresents the SMARIAT framework and the foundations of this deliverdbe3
(List of best practices and KPIs of the mobile phone life eydd)5.List of best practices and
KPIs of the textile products life cych) share the common points thabuld be extrapolated to
other sectors. Focusing on Deliverable D5(Repot with the Sustainability Assessment
Guideline} D5.2will be a complementangdocumentthat supports the implementation of the
SMARTSATThis deliverable also feentgo Deliverable B.5(Proposal of MuliCriteria Decision
making methodology to assess supply chain managersertg theKPIshighlighted in this
deliverable will be taken into account to apply the evaluation process usingdvitdtia Decision
making methdology In addition, the results db5.2will help us to identify the main lack of
information that we wilbe face with in Deliverables 5.@Results of the testing process in the

selected case studies)

Deliverable 5.2s also connected with other WPsaimly WP3 which is focused on readgde
garments. In this cas€)3.1 (Sustainability Hot Spot Analysis of two readge garments)

presentskey global sustainability risks in the textile industry and identifies key hot spots in



environmental and socialt@s of the life cycle of the-ghirt and jeansThe main results of D3.1

have been taking into account to develop D5.2.

1.3. Structure of the document

This report is structured intfive sections After the introduction, lhe next part describegextile
products life cycle. The thisgctionpresents the state of the art regardikK@ls and Best Practices
reported by companies that belong to textile products life cyclsettion twothis deliverable
connects KPJ®Is and Best practices with tBMART, SAT and explains how to define and use
these elementsn the management system. Finally, in the conclusion, this repormariseshe

findings andeflects onfuture development®f the project




2. Textile products life cycle

This sectiomletails a generic structure of the main life cycle phases of textile products, according
to the information analysed from different sources: i) academic literature, ii) sectoral guidelines
and standards and iii) WP3 respitsinlyD3.1 (Sustainability H8pot Analysis of two readyade

garments.

Despite thevarietiesthat the diversity of products thetextile sector present in terms of product
life cycle, WP5 proposesne phases that can be identified in a general textile product life cycle
(Figurel) on the bases obD3.1 result{see D3.1-Sustainability Hot Spot Analysis of two ready
made garmentspages 1821 for more detail)Note that the life cycle used in this deliverable
differs slightly from D3.1 since in the latter, the scope is spediftevéotextile products (pair of
jeans and Bhirt) and irthis deliverableWP5 is interested in expingtextile products life cycle

in general terms.

Following the accepted definition of textile product from the European Union, WP5 understands
asatexk f S LINE R dzO (i -wdrked/ workedl sermnardfaciied, manufactured, semi
madeup or madeup product which is exclusively composed of textile fibres, regardless of the
YAEAY3 2N | &&SYo f(BEuropehiPUdibra 2012 HHyWelfe2badS &nd bels,
household textile productdootwear and accessories hawveen excluded fronthis report This
allowsfor the definition of a set of KPIs and best practices that can be applied to a wide range of

textiles products.
Figure 1 displays th@ne phasesof textile products life cycle, which are

% Raw material acquisitioifhe first phaséncludesharvesting of the raw mates like cot-
ton or linen (plarbased fibers), raising of sheep and goats or other animal farming for the

production of wool odown (animal fibers) and manufactured fibdikse synthetics fibers.

2Regulation (EU) No 1007/2011 of the European Parliament and of the Council of 27 September 2011 on textile fibmadhames
related labelling and marking of the fibre composition of textile products and repealing Council Directive 73/44/EECctindDire
96/73/EC and 2008/121/EC of the European Parliament and of the Council (Text with EEA relevance). Avditgidd/atir-
lex.europa.eu/legatontent/EN/TXT/PDF/?uri=CELEX:02011RP00B0701&from=ENaccessed on 6 July 2018)


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02011R1007-20130701&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02011R1007-20130701&from=EN

% Carding and spinninghe second phasefers to the processes of preparing fibers for spin-
ning (carding), the production of yarns and the interlacing of yarns to make woven and
knitted fabric.

% Dyeing, washing and risinthe third phase comprises the rest of the processes to finish
textiles, i.e., the wet processing, dyeing and finishing.

Y% TransportationThe fourth phase represents the sea and coastal freight water transport
This phasaimsto include international movement of products that involves large distance
by means of maritime transpott.

% Garment manufacturingrhe fifth phase involves all the process to transform the fabric
into a readymade garment: form layout, dirtg, embroidery, screen printing, sewing,
laundry and ironing, among others.

% Transportation and distributioii he sixth phase encompass&e subphases: (ffansport
to move the packed garments to distributiaentresor retail storesfor freight rail
transport and by road and (ii) the retail sale of clothing in stores.

Y% Consumer usd he seventh phassontainsthe usa LINJI OG A OSa Niad NRA Y 3
garment like wears and washes. In this phase the companies included are focused on wash-
ing anddry-cleaning of the textile products.

% Disposal/reuserhe eighth phase refers to recycling, recovery of sorted materials and treat-
ment and disposal of waste.

% DesignThis phase could be considered a very first phase but concern all phases as much
is decided by desigithis is the reason thatis phase is integrated in all phases of textile

products life cycle, therefore, it has not been considered as a separate phase.

Figure 1Textileproductslife cycle

3For instance, in the case study®8.1, the fabric production of the pair of jeans is in Turkey and I¥&lyile the manufacturing
is in Vietnam. In this context, this phase attempts to consider the main mean of transport used between the preeiand

the following phase.

10
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3. Sustainabilititey Performance IndicatoisKI¥and best

practices. State of the art

This section presents the methodology carried out and the results obtained from the oéview
aSO02NXft adl yRFENRa | ywlicEdatsRSt AySa | yR O2YLI yA

3.1. Methodology description
The methodology used to identify KPIs and best practices has been structured in the following

steps:

Step 1:Presentation of Sustainability Assessment Tool (SAT), structure of environmental, social

and economic footprirgt and impact categories.

Step 2:ldentification of the most relevant companies in terms of sustainability inldéadycle

phase considerintpe following criteria:

% Identification of the activity code of the companies in each life cycle phase.

% Identification of the best companies belonging to each activity code according to their sus-
tainability score provided by Thomson Reuters ASSET4 datdbsesthatbest companies
mears those companies with the highestistainability scorgvhich isbased on the self
reported information in environmental, social and corporate governance dimensions.

% Consideration of additional sources like suppliers listighda by large companies, with
the aim of validating the suitability of the selection.

% Applicationof a snowball methodology to extgéthe sample to other relevant companies

in terms of sustainability not included in Thomson Reuters ASSET4 database.

Step 3: Analysis of public information about sustainability performance and practices of the
companies selected in the previous step (Sustainability rejpatetgrated reports, Websites, etc.).
The data was collected during April, May and June ZDAi8. infomation is summarized at

company level by the analysts and will be available upon request to project managers.

Step 4Review of sectoral guidelines, standards and certifications used by companies as reference

for the management of social, environmental @sdnomic concerns in each life cycle phase.

12



Step 5:Categorization of the information according to the different environmental, social and
economic impact categories defined in sustainability footprints of WP5 Sustainability Assessment
Tool (SAT).

Step 6Results analysis and discussion.

3.2. Results
This subsection presents the state of the art regarding environmental, social and economic KPIs

and best practices implemented by companies, considering the whole textile products life cycle.

Figure 2shows the economic activitiessociated with the textile products life cycle dhd
number of companieanalysed by each life cygkase. The total number of companies explored
in this reportis 31 (see Annex)This set of companies is heterogeneougims of size, legal form

and geographical location.

The information othis subsection has been structuten two partstaking into account the impact
categories of the footprints under the SMARAT frameworlEirst, this report shows the analysis
regarding KPIs and second, it presents the results concerning best pradtisestormation has

been summarized in six tables according to the environmental, social and economic footprints,

where the rows display pact categories and columns show the textile products life cycle phases.

13



Figure 2Number of organizations and economic activities analggeeixtile productslife cycle

E38.11 7 organizations A01.16
2 organizations E38.21 A01.45
E38.31 A01.49
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F3832 Raw Materig . C13.10
; 1a organizations
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ISposg| /
€Use
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3.2.1 KPIs and environmental, social and econionpigct categories
Tables 1, 2 and 3 displthe level of disclosure @pecific indicators connected with the impact
categories of the environmental, social and economic footprints. As an overall result, the lack of

indicators associated with the impact categories of tledtootprintsis remarkable

Concerning the environmental footprint, the companies mainly define indicators related to

G/ EAYFGS / KIEIY3ISeEIYAWSHR URADSS 5 & HND Schod 6 LTiNG (DA 2 v
Y240 dzaSR AYRADY¥N2RZNI ABa ay idtZyyhae sKAOK Aada R
change. This indicator is also calculated under the concept of scopes (fddpect emissions,

Scope 2 Energy Indirect emissions and Scope Qther indirect emissions) mainly by those

companies located in manufacturing and transportation and distribution phases. In the case of

14



W5Aall2alfkwSdzaSQ LKFaSY I 02YY2y AYRAOFG2NJ A
expected given the type of activities that develop the companies oplihise. With respect to
NE&2dz2NOS RSLI SiAz2y OF(iS3I2NASEaE NBfFGSR AYyRAOL
G201t 6SAIKE 27T &KHEA G NRRKEAT FONFRaAId330 ¢1dy B 2y625y G K | {
others, are partially associated with a speempact categoryhowever they are not enough to

measure the corporate performance of the whole category.

With respect to life cycle phases, it is important to highlight that, in the first phase, a large number
of indicators come from companies thatmodacture fibers@mpanies that produce plaittased

fibers or animal fibers provide a very limited number of sustainability indicators. Regarding
GO2yadzYSNJ dzaSé¢3x ' ySOR20GAY KRKWIF2NI2VARYAEKEIEA B
with the followingindicators@ LISNOSy G 3S 2F 6+ GSNJ NBdzASRe¢ |y
NI} S LISNJ LINB RdzOG LIIZNOKI aSR¢ @

5

B

1

Table 1Environmental Footprint impact category and company indicators

Life Cycle Phases

Impact Categ_jory

Climate Change

Ozone Depletion

Ecotoxicity fresh water

Human Toxicity cancer effects

Human Toxicitg non- cancer effects

Particulate Matter/ Respiratory Inorganics

lonising Radiatiog human healtheffects

Photochemical Ozone Formation

Acidification

Eutrophicatior terrestrial

Eutrophicatiorg aquatic

Resource Depletiopwater

15



Life Cycle Phases

Impact Category (OGO IOIRORKORNURNC)

Resource Depletiogmineral, fossil

Land Use . .

(1) Rawmaterial acquisition

(2) Carding and spinning

(3) Dyeing, washing and rising

(4) Transportation

(5) Garment manufacturing

(6) Transportation and distribution
(7) Consumer use

(8) Disposal/reuse

Green means that 100% of the companies in the sample define at least one irfitikatbwith the impact
category.
. Red means that none of the companies define an indicator linked with the impact category.

|:| Yellow meanany other possibilitithat at least one companjut could be moregjefine an indicator linked
with the impact categoiy

With reference to social footprint, companiesinly providendicators associated withed g 2 NJ T
SNEKkSYLIX 2885S4a¢ aidl {1SK2ft RSNJ OFiS3a2NE® LY (KAAZ
maletoF SYI £ S SYLX 285Saé¢ o6Ay a2YS OlFrasSa OftlaairTas
AYRAOI 02NREé¢ 2NJ aNIX 0SS 2F AyedaNEB &I |é(d@melime® SN IS
by employee category), which refer to equal opportunitiéscriminaton, health and safety and

social benefitd social security subcategories respectively. Another aspect measured by these
companies is in the stakeholdmtegoryd { 2 OdoBcérdingl KS o/ 2y UNROGdzi A2y G2
@St 2 LIvieanstied by the amougiven to philanthropy activities, donations and sponsorships.

With regard to the life cycle phases, the companies that more indicators publish are located in the
transportation and distribution and manufacturing phases, which also provide some indicators
O2yOSNYyAy3d 20KSNJ adl {SK2f RSNJ OFGS32NASad C2NJI
Ay 20Kt O2YYdzyAleé at SNOSydal3IS 2F 2LISNF GA2ya
LINEINF YaES YR Ay @t dzS OKI Ahdt wer®straeNdd using IS-NO Sy
02dzNJ LIN» OGAO0OSa ONRUOSNALFE 2NJ at SNOSyGl3IsS 2F adz
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Table 2Social Footprint subategories and company indicators

Life Cycle Phases

Stakeholder
categories

Subcategories

@ @6

® ™| ®

Workers/
employees

Freedom of association

Child labour

Fair salary

Working hours

Forced labour

Equal opportunities/Discrimination

Health and safety

Sociabenefits/Social Security

Consumers

Health and safety

Feedback mechanism

Consumer privacy

Transparency

End of life responsibility

Local
Community

Access to material resources

Access tammaterial resources

Delocalization and migration

Cultural heritage

Safe and healthy living conditions

Respect on indigenous rights

Community engagement

Local employment

Secure livingonditions

Society

Public commitments to sustainable issues

Contribution to economic development

17



Life Cycle Phases

Stakeholder .
categories Subcategories OINOROROIUREG))
Prevention and mitigation of armed conflicts
Technology development
Corruption
Fair competition
Value chain P i ial ibilit
actors(not romoting social responsibility
including . . .
Supplier relationsh
consumers) Upp ! P
Respect of intellectual property rights

(1) Raw material acquisition

(2) Carding and spinning

(3) Dyeing, washing and rising

(4) Transportation

(5) Garment manufacturing

(6) Transportation and distribution
(7) Consumer use

(8) Disposallreuse

|:| Green means that 100% of the companies in the sample define at least one indicator linked with the subcat-
egories.
. Red means that none of the companikesine an indicator linked with the subcategories.

|:| Yellow means any other possibility (that at least one company, but could be more, define an indicator linked
with the impact category).

C20dzaAy3a 2y (KS LINRLIZASR SO2y2YAO F220LINAY G
{ dZNDA G2NEKALE @ Ly GKAA AYLI Ol QGdcdodhehg wbablesi KS A
to measure economic impact (e.g. Revenue, Adjusted Opeiangjn, Profit before tax, and

Earning per share). A large number of companies also include indicators of efficiency using as prox-
AS&d 2LISNIdGAy3 02adGa FyR NBOeOfAy3d @2ftdzySa o NI |
LX A yOSé d Ly RKRA ODHENE2 WBEF SNK 12 SO2y2YAO0 024
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2NJ LISy lFfaGASa FT2N SYGANRYYSyidlf AyOARSyGago 2N
Gt I OOARSYy(G&a 6Sd3d G9ELISYRAGIZINBEA 2 ypolwtiBS (G A y 3
LINBGSYyiGAz2y YR O2yiNRBf SldALIYSY(d 02dza3Ki 2@SN)
not report indicators regarding inequality about the income or benefit distributed along its supply

chain. As an exception, WP5 has found the related @d 0 2 NJ ¢ 902y 2YA O . SYySTAl
NEFSNE (2 LINPOANBYSYd FNRBY R2YSaiAO adzZJJ ASNA

Table 3Proposed Economic Footprint impact categories and company indicators

Life Cycle Phases

Impact Category DI @D[B|6G|@O]®B

Business Survivorship

Efficiency

Compliance

Employment

Inequality

(1) Raw material acquisition

(2) Carding and spinning

(3) Dyeing, washing and rising
(4) Transportation

(5) Garment manufacturing

(6) Transportatiorand distribution
(7) Consumer use

(8) Disposal/reuse

|:| Green means that 100% of the companies in the sample define at least one indicator linked with the
impact category.
. Red means that none of the companies define an indicator linked with the impact category.

|:| Yellow means any other possibility (that at least one company, but could be more, define an indicator
linked with the impact category).

19



3.2.2 Best Practices and environmental, social and economic footprints
Tables 4, 5 and 6 shdie level of disclosure bkst practices used by companies to improve their
sustainability performance. Note that those international standards and general practices that aim
to enhance overall environmental, social or economic performance are beyosdabe of this

section. These practices will be mentioned in the discussiciion

Regardindghe environmental footprint, companies from all the life cycle phatsm toallocate

resources and efforts téght againstclimate change. In this categotize best practices most

frequently found in the reports are: use of renewable and alternative energy sources, energy
efficiency projects, investment in energgving and greermnformation and communication
technologies (ICEquipment, development of protmls and wekbased tools for measuring and
assessing energy use, adoption of product carbon footprint certification and sustainable logistics
systems like identification of efficient routes or use of transport vehicles with low environmental
impact. Some® (1 KS&S LINY OGAOSa KIS | {2 YISNI X ELIFTRE az
G F YR ' a4S¢ O hoiaNepadtideSconhectediviiiSthelse last impact categories are:

natural resource efficiency (sustainably source, renewable raw matefiaieneimanufacturing),

use of reusable products, waste management guidelines and products produced irtlsear

loop process where waste is recycled, reused or offered for resale. In addition, there are also a
broad range of practices associated vittw S & 2 dzND 2 5 SIIFINE G 02 WYi ST2NE Y I Ay
techniques to improve water use efficiency and development of water recycling systems. In the
case of consumer use phasee have analysed companies that have their main acdw#ggrvices,

like laundy. The practices are the use of laundry detergahtst aregreen and environmentally

friendly and conducting early testing on new wash formulas for cleaning with staweshng

times and lower temperatures.

20



Table 4Environmental Footprint impactategory and company best practices

Life Cycle Phases

Impact Category (OGO IROROINOINORNUANRG)

Climate Change

Ozone Depletion

Ecotoxicityg fresh water (1)

Human Toxicity cancer effects

Human Toxicitg hon- cancer effects

Particulate Matter/ Respiratory Inorganics

lonising Radiatiog human health effects

Photochemical Ozone Formation

Acidification

Eutrophicatiorg terrestrial

Eutrophicatiorg aquatic

Resource Depletiopwater

Resource Depletiopmineral, fossil

Land Use

(1) Raw material acquisition

(2) Carding and spinning

(3) Dyeing, washing and rising

(4) Transportation

(5) Garment manufacturing

(6) Transportation and distribution
(7) Consumer use

(8) Disposal/reuse

|:| Green means that 100% of the companies in the sample define at least one indicator linked with the impact

category.
. Red means that none of the companies define an indicator linked with the impact category.

Yellow means angther possibility (that at least one company, but could be more, define an indicator
linked with the impact category)

Concerninghed 2 OA £ F220LINAYy Gz | €FNBS ydzYoSNI 2F 06S3
SSa¢ aill 1SK2ft RSNE 6KAOK | NB FdzyRFIYSydGalrtte ol a
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YR (G2 Gaz20AaSGeé¢ aidl 1SK2ft RSNE o0& WilldtwsiThe T 02y
most frequent practices of health and safety are based on the adoption of workplace health and
safety management systems, preventive care programs, measures to enforce a strong safety cul-
ture and development of new metrics and process Bmage potential risk of serious injuries.

Likewise, the most common practices regarding practices of social benefits are: life insurance,
health care, parental leave, retirement provision, stock ownership (in some cases onhifoe full
employees)andbrA Yy Ay 3 | YR RS@St2LIYSyd LINPINIYad LY GK
G2 SO2y2YAO RSOSt2LIYSyGés GKS Y2ail NBOIANNByYy G L
profit organisations, support foundations, participating in public charity act&iteéslothingdo-

nation programs.

22



Table 5Social Footprint subategories and company best practices

Life Cycle Phases

Stakeholder
categories

Subcategories

O RNCGANCO R ORNORCORNGRNC)

Workers/
employees

Freedom of association

Childlabour

Fair salary

Working hours

Forced labour

Equal opportunities/Discrimination

Health and safety

Social benefits/Social Security

Consumers

Health and safety

Feedbacknechanism

Consumer privacy

Transparency

End of life responsibility

Local
Community

Access to material resources

Access to immaterial resources

Delocalization and migration

Culturalheritage

Safe and healthy living conditions

Respect on indigenous rights

Community engagement

Local employment

Secure living conditions

Society

Public commitments to sustainable issues
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Life Cycle Phases

f::gg:i):jser Subcategories OINOREE)

Contribution to economic development

Prevention and mitigation of armed conflicts

Technology development

Corruption

Fair competition
Z;lgres c(zgin Promoting socialesponsibility
icnocrg(tjjirrr]]%rs) Supplier relationship

Respect of intellectual property rights

(1) Raw material acquisition

(2) Carding and spinning

(3) Dyeing, washing and rising

(4) Transportation

(5) Garment manufacturing

(6) Transportation and distribution
(7) Consumer use

(8) Disposallreuse

|:| Green means that 100% of the companies in the sample define at least one indicator linked with the subcate-
gories.
. Red means that none of the companies define an indicator linked with the subcategories.

|:| Yellow means any other possibility (that at least one company, but could be more, define an indicator linked
with the impact category)

hiGKSNJ 2dzo OF 6 S32NRASa gARSte O20SNBR 068 O2YLI YA
Sy3alFr3aSYSyiudOiohaKt RBAELISO2YYdzyAile | yR dGngR Y2UAY
Gl £dzS OKFAY FTO02NER® wS3AFNRAY3I aO02YYdzyAade Sy3ar
ports are: Scholarship programs and engagement with graduates, support initiatives in the transi-

tion of refugees and migrants into their workforce, and the wizggion of outdoors activates to
SyO2dzN} 3S SYLX 2eSSa (2 3SG 2dziR22NE YR (2 Ay«
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NEaLRYyaArAoAft AGeed | O0NBLFR NIy 3$ermeniainténdngd) qualiy, Od A O
sourcing of materials andcheironmental, human rights and labour policies with respect to the
relationship with partners, suppliers and subcontractors. In this case, the highlighted best prac-
tices are: longerm supply agreements, approved list of subcontractors/suppliers that speet

cific requirements, supplier code of conduct and guidelines, incorporation of clauses related to the
prohibition of bribery, suppliers assessments, workplace dialogue programmes in supplier facto-

ries, workshops to share information, risk team that radylaudits the partners to ensure the

compliance programme, tools for measure and manage supplier performance using KPIs.

2 A0K NBFTSNBYyOS (2 a02yadzySNaAé &Gl 1SK2f RSNE O2
phase publish best practices. Forexalf S NBIF NRAYy3I (GKS &dz OF G§S32 N

practices revealed by large retailers are picking prograsomilosing the loopprogrammes.

Ly NBflFGA2y (2 (GKS SO2y2YAO F220LINAyG> oSad LI
FYR GSTFAOASYOeé¢ OFGSI2NASaD Ly 4KSa$sS OFdS3az
tions that simplify stocktaking processes at warehouses by reducing inventory costs, collaboration

with partners to improve the buying power and to redungit costs, internal borrowing to reduce

capital cost, development of new technologies to improve quality, adoptioBAifapproach for

minimizing waste, programs for sharing information within the company to make process more
efficient, central warehae management system to improve the management of informgation

simplify the monitoring of KPIs and to reduce the number of IT support teams.
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Table 6Proposed Economic Footprint impact categories and company best practices

Life Cycle Phases

Impact Category

Business Survivorship

Taxes

Efficiency

Compliance

Employment

Inequality

(1) Raw material acquisition

(2) Carding and spinning

(3) Dyeing, washing and rising

(4) Transportation

(5) Garment manufacturing

(6) Transportation and distribution
(7) Consumer use

(8) Disposal/reuse

Green means that 100% of the companies in the sample define at least one indicator linked with the impact
category.
. Red means that none of the companiledine an indicator linked with the impact category.

Yellow means any other possibility (that at least one company, but could be more, define an indicator
linked with the impact category)

3.3. Discussion
After exploring the reported KPIs and Best Practices of a set of textile companies and taking into
account a product life cycle approach, the most visible finding is a clear lack of sustainability
information in terms of indicators and best practices. Tosld be due to an insufficient
institutional effort to create a generally accepted framework to measure sustainability impacts
and a limited number of effective standards, mechanisms and tools to manage environmental,

social and economic risks in a coef@nsive and coordinated way. This result has important
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implications for sustainability sinakeceleratethe contribution of companies to sustainable
development. With respect to KPIs, the absence of specific and measurable indicators hinders
informed chotesbased orthe real environmental, social, and economic impact. In relation to best
practices, the lack of targeted management practices to improve sustainability performance limits

the success of the practices already develdpetght against the glad threats.

Another remarkable result is the inaccessibility of information to the general public regarding the
first phases of the textile products life cycle (Raw material acquisition; Carding and spinning;
Dyeing, washing and rising). For instance gtieenot any indicator ¢iose companies that belong

G2 a5@SAy3ar gl akKAy3ad YR dppieksyligs publidkdd 2\ krge! OO 2 |
companies, the companies that belong to the first phases are mainly located in Bangladesh, China,
India and Twey. WP5 haobserved that in very few cases these companies have a corporate
website and when they have a website, they do not publish sustainability information. The best
companies in this phase have been fourtiigiincomecountries however, they oglreport best
practices thought their websites. In these first phases, there are only an anecdotal number of
indicators and practices adopted by very few companies. In fact, there is not a clear impact
category commonly covered, which couldicatea lackof an effective integration of sustainability

in companies and a limited institutional suppairall levelso measure and manage sustainability

in a global contextconsidering the transborder nature of the sustainability @mukidering the

whole produets life cycle.This institutional support implies a clear positioning of the different
institutions, not only at the national level, but also at the supranational level, to generate a change

in the regulation to promote an impulse of the policies to supgastainable development.

Focusing on the analysis by dimensions, the environmental dimén#henonethat presentghe
relatively greater level of developmentAlthough there is a general lack of environmental
information, the indicators and the besgtractices related to climate change and resource
efficiency (Resource Depletiomneral, fossil) are exceptions since they are widely addressed
along the eight phases of the textile products life cycle. This finding could be explained by the
large effors, for several yearsn different institutional levedto fight againstlimate change (e.g.

Goal 13 Climate Actiog Sustainable Development Goals, Carbon Footprint)tarfdster a
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Circular Economy (e.g. European Commission Policies, Cregetsionor Ellen MacArthur

Foundation).

Regardinghe social dimension, despite being one of the sectors particularly sensitive to social
concerns, the explored companies do not measure and define best practices associated with
critical issues like corruption, msumesQ KSIFf 6K FyR al FSGe& 2NJ fAQDA
community. In this dimension, companies mainly prioritise employees in those aspects that involve
a greatest institutional support and policy development like health and safety or social security
matters. With respecto relationships with other stakeholders, companies basically focus on
philanthropy, presenting a biased vision of the real social impact that these companies could
achieve in the development of their activities. This finding pueidence the lack of an effective
stakeholder engagement with other stakeholders than workers, except in the phase 6
(transportation and distribution) that shows isolated actions with consumers, local community,
society and other value chain actofgother remarkable finding is that in the case of relations
with other actors of the value chain, there are a large number of best practices that promotes
social responsibility along the supply chain. However trereery few indicators that measure

their effectiveness and allow to know and control the performance of suppliers. This result
supports calls for new assessment tools along the supply chain paying special attention to the

traceability of information.

With respect to the economic dimension, the c@nigs have adopted a limited approach,
focusing essentially on those traditional profitability indicators from the annual financial
statements or share performance ratios. These indicators are connected with a classical vision of

the economic and financielanagement of companies.

Concerning indicators, it is observed a mix of types of indicators used to measure sustainability
(e.g. results, process, impacts, and inputs). Most of the reported indicators do not measure directly
an environmental, social ocenomic impact, since they are focused on measure a process

step of a process.e. they are Pls. A possible explanation of these results is that a substantial

number of companies publish indicators in a public sustainability reporting acctvd®g!

guidelines, which are not closely aligned with the impact categories of footprints. However, even
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those companies that use tools consistent with the footprints like Higg Index do not publish the
result of KPIs, they only remark the use of the indexl#est practice. This reveals the necessity
of promoting reporting standards based on KPIs that support the information system of

companies, which in turn helps stakeholders to make informed decisions.

With reference to best practices, a large number & #nalyzed companies have adopted
international standards generally accepted in environmental (ISO 14001), quality (ISO 9001) or
health and safety (OHSAS 18001) aspéttaddition, a broad range of companies have adopted
sectorial standardike Global @anic Textile Standard, Better Cotton Initiative or Responsible
Wool Standard. Nevertheless, in these cases, they mainly highlight the compliance with the
standard requirements without explang concrete best practices or KPIs associated with the
standads. This finding implies a necessity to improve the standards in order to explicitly integrate
them into the management system. Moreover, it is important to highlight best practices that,
although they are adopted in an isolated way,ehaotable potential These best practices are
based on the use of bipta to optimize decisions, the implementation of appropriate
technologies to move towards closed loop production processes, the development of powerful
management software, the design of employees reveystem for their contribution towards
sustainability targets and the development of corporate measures of sustainability impacts by

means of PIs.
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4. Implementation of SMART Sustainability Assessment Tool
(SAT) framework into the company

In this epigraplwe are proposinghe implementation of SMART Sustainability Assessment Tool
(SAT) framework into the compasyggesting the way to selday Performance Indicators (KPIs)
and Process indicators (Plshd how to prepare the documents to support thest practices

manual.

The first version of SAT, which was presented in D5.1 (Lifecycle Thinking: Issues to Be Considered)
and in Mufioz et al. (2018), provides a manual of procedures for the assessment of the sustainable
management of an organization under ldfgcle perspective, for annual periods, and analysing
environmental, social, economic and good governance factors. Figure 3 shows the general outline

of the SMART SAT.

A company in the framework of its supply chain management could implement the proposed
corporate sustainability assessment toGloncretely, a lead company can adopt SMART SAT to
expand the sustainability principles to the rest of the actors of the supply chain. It should be
consistent with the circular economy, sustainable development g(@¥Gs), planetary

boundaries, and social foundations requirements.
This SMARSAT comprises five phases:

Organization sustainability framework analysis
Footprints
Hotspots analysis

Evaluation: Sustainability Footprint

a & w0 nh ke

Reporting
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Figure 3General outline of the SMART SAT (version 1.1.)

SUSTAINABILITY ASSESSMENT TOOL

Organization sustainability
framework analysis -

UNEP-SETAC Economic
Environment Social Footprint
al Footprint Footprint
Hotspots analysis ’

° Evaluation ‘

Traceability in the product sustainable management

Objectives

Improvement Plan -

!

Reporting |

"'véb rceMufioz etall (2018) """

In addition, for the implementation of this sustainability assessment tool, it is necessary to
consider two procedures: Traceability in the products sustainablanagementind ii)assurance
Finally, it is a necessary condittorintegrate sustainability into the governance model asa to
manage and control the organisation, into flaactional structureas a preventive discipline to
manage risk and into thkierarchical structurelose to the top management team for a real

comprehensive implementation (see Sjafjell and MuFmzes, 2018).
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This framework and its phases have been explained with more detail inLD&cyole Thinking:
Issues to Be Consideleth this context, this deliverable is focused on two important elements of
the SMARTBAT: indicators and best practices. After the analysis of sustainability indicators and
sustainable best practices of textile companies, this section is focused on hitevc@xipanies

can define and implement KPIs, Pls and best practices to comply with the continuous improvement

process in accordance with the SMAFAT.

4.1. Key Performance Indicators (KPIs)

The definition of KPIs in the SMARAT framework is carrying out by meansustainability
footprints, grounding on the best practices and aligned with key initiatives: Organizational
Environmental Footprint from the European Commission and Sociatifddtpm UNEP/SETAC
SLCA methodology.

The adoption of footprint methodologies implies the identification and measurement of

environmental, social and economic impacts from a technical approach.

In this section, this deliverable presents the environmleand social footprint abowaentioned
including the KPIs that could be directly applied in the SMNMRT In addition, considering the
lack of a generally accepted economic footprint, this deliverable proposes the essential economic

impact categories thashould cover an economic footprint.

4.1.1. Environmental Footprint
From the environmental dimension, WP5 proposes the use of the Environmental Footprint of

hNBFYATFGA2yEd 6h9CcoO Fa | o6FaiAd Fylfteara LINRC
Recommendtion of 9 April 2013 on the use of common methods to measure and communicate
GKS fAFTS 080ftS SYy@ANRYYSyYyllt LSNF2NXIyOS 27F LI
GhNBFYATFGA2Y SY@ANRBYYSyGlrf F220LINAYy (G 3JdzA RSé

The main objectives of the OERthod are the determination of environmental critical points,
benchmarking, businegs-business (B2B) communications and fundamentally the development

of a common methodology for measuring an organization's environmental performance. To that
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end, the OEHEefines different environmental footprint impact categories and impact categories

indicators.

Environmental footprint impact categories refer to specific categories of environmental impacts
considered in an OEF study. These categories are related toraesaose or emissions of
environmentally damaging substances, which may affect human health. Impact assessment
models are used for quantifying the causal relationship between the material/energy inputs and
emissions associated with organizational activitied each environmental footprint impact
category considered. The environmental footprint impact assessment models used in the OEF are
mid-point models, because these are considered scientifically best establishegoimil
methods assess the impacts lgar in the causeeffects chain. Table 7 shows the default 14

environmental footprints impact categories for OEF studies.

Table 7Environmental Footprint impact categories and indicators

Impact Category Impact Category Indicator Source

Intergovernmental Panel

Climate Change

Tonne CO 2 equivalent

on Climate Change, 2007

Ozone Depletion

kg CFa1 equivalent (*)

WMO, 1999

Ecotoxicityg fresh water (1)

CTUe (Comparative Toxic Unit for
ecosystems) (2)

Rosenbaum et al., 2008

Human Toxicity cancereffects

CTUh (Comparative Toxic Unit for
humans) (3)

Rosenbaum et al., 2008

Human Toxicitg hon- cancer
effects

CTUh (Comparative Toxic Unit for
humans) (3)

Rosenbaum et al., 2008

Particulate Matter/ Respiratory
Inorganics

kg PM 2,5 equivalent (**)

Humbert, 2009

lonising Radiatiog human
health effects

kg U 235 equivalent (to air)

Dreicer et al., 1995

Photochemical Ozone Formatig

kg NMVOC equivalent (***)

Van Zelm et al., 2008 as
applied in ReCiPe

Acidification

mol H+ equivalent

Seppéala et al2006; Poscl
et al, 2008

Eutrophicatior terrestrial

mol N equivalent

Seppala et al., 2006; Pos
et al, 2008

Eutrophicatiorg aquatic

fresh water: kg P equivalent marine: k

N equivalent

Struijs et al., 2009 as
implemented in ReCiPe

Resource Depletiopwater

m3 water use related to local scarcity

water (4)

Frischknecht et al., 2008
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Impact Category Impact Category Indicator Source

Resource Depletiogmineral,
fossil kg Sb equivalent (****) van Oers et al., 2002

Land Use kg C (deficit) Mila i Canals et al., 2007

Notes (European Union 20]®&age 125)

Source: European Union (2013)
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4.1.2. Social Footprint
The Social Footprint (SF) is a measurement method that quantifies the social impact of an
organization on people. Although there is not a widely accepted social footprint, theL¥ecial
Cycle Assessment-(EA) method (UNEFETAC, 2009, 2013) could be understood as the most
developed initiative to define the foundations of the SF. Th€/&is a technique that aims to
assess the social and seelmonomic impacts (and potential impgcof products along their life
cycle based on the general guidelines of ISO 14 044. IABA e starting point is to define the
goal and scope, as well as to determine the functional unit of analysis. Although, it is important to
note that SLCA oftea works with semquantitative or qualitative data from characteristics of

processes or companies which cannot be provided per process or unit of output.

Focusing on the Life Cycle Impact Assessment,-S8NERC (2009) summarizes the actions that
should becarried out in three steps: (i) To select the impact categories and subcategories, and the
characterization method and models; (ii) To relate the inventory data to particular subcategories
and categories (classification); (iii) To determine and/or cadcthatresults for the subcategory

indicators (characterization).

With the aim of supporting the data collection phase -&fC&, UNEBETAC (2013) provides
methodological sheets with a broad range of indicators as examples for each subcategory, which
are chssified by stakeholder categories and can be aggregated in impact categories. The indicators
are classified at two levels: generic data which refers to country/region/sector level and specific
data which is based on organizatienel. Table 8 shows thistl of indicators at specific data
provided in UNEBETAC (2013).

Table 8Social Footprint subategories and indicators

Stakeholder categoriej Subcategories Indicators

Freedom of

association and |Employment is notonditioned by any restrictions on the
Workers/employees . : . -

collective right to collective bargaining

bargaining

Presence of unions within the organization is adequatel
supported (Availability of facilities to Union, Posting of
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Stakeholder categorie

Subcategories

Indicators

Union notices, time to exercise the representation funct
on paid work hours)

Check the availability of collective bargaining agreemern
and meeting minutes (e.g. Copies of collective bargaini
negotiations and agreements are kept on file)

Workers are free to join unions of their choosing

Employee/union Representatives are invited to contribu
to planning of larger changes in the company, which wil
affect the working conditions

Workers have access to a neutral, binding, and indeper
dispute resolution procedure

Minimum noticeperiod(s) regarding significant operation
changes, including whether it is specified in collective
agreements

Workers/employees

Child labour

Absence of working children under the legal age or 15
old (14 years old for developing economies)

Working children younger than 15 and under the local
compulsory age are attending school

Children are not performing work during the night (an
example of unauthorized work by the ILO conventions (
and C182)

Records on all workers stating nanaesl ages or dates of
birth are kept on file

Workers/employees

Fair salary

Lowest paid worker, compared to the minimum wage

The lowest paid workers are considering their wages m
their needs

Regular and documented payment of workers (weédidy,
weekly)

Presence of suspicious deductions on wages

Workers/employees

Working hours

Number of hours effectively worked by employees (at e
level of employment)

Number of holidays effectively used by employees (at €
level of employment)

Clear communication of working hours and vertime

arrangements
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Stakeholder categorie

Subcategories

Indicators

The organization provides flexibility

Respect of contractual agreements concerning overtime

Workers/employees

Forced labour

Workers voluntarily agree upon employment terms.

Employment contracts stipulate wage, working time,
holidays and terms of resignation. Employment contraci
are comprehensible to the workers and are kept on file.

Birth certificate, passport, identity card, work permit or
other original documentbelonging to the worker are not
retained or kept for safety reasons by the organization
neither upon hiring nor during employment.

Workers are free to terminate their employment within t
prevailing limits

Workers are not bonded by debts excergiegal limits to
the employer

Workers/employees

Equal
opportunities/Discr
imination

Total numbers of incidents of discrimination and actiong
taken

Composition of governance bodies and breakdown of
employees per category according to gender,goep,
minority, group membership, and other indicators of
diversity

Ratio of basic salary of men to women by employee
category

Presence of formal policies on equal opportunities

Announcement of open positions happen through
national/regional newspapers, public job databases on |
internet, employment services or other publicly availablé
media ensuring a broad announcement.

Workers/employees

Health and safety

Number/ percentage of injuries or fatal accidents in the
organizaion by job qualification inside the company

Hours of injuries per level of employees.

Number of (serious/nonserious) Occupational Safety an
Health Administration (OSHA) violations reported within
past 3 years and status of violations

Presence formal policy concerning health and safety
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Stakeholder categorie

Subcategories

Indicators

Education, training, counselling, prevention and risk cor
programs in place to assist workforce members, their
families, or community members regarding serious dise

Adequate generalccupational safety measures are take

Preventive measures and emergency protocols exist
regarding accidents & injuries

Preventive measures and emergency protocols exist
regarding pesticide & chemical exposure

Appropriate protective geaequired in all applicable
situations

Workers/employees

Social
benefits/Social
Security

Evidence of violations of obligations to workers under
labour or social security laws and employment regulatig

Percentage of permanent workers receiving pa-off

List and provide short description of social benefits
provided to the workers (eg. Health insurance, pension
fund, child care, education, accommodation etc.)

Consumers

Health and safety

Number of consumer complaints

Presence of expliaitode of conduct that protect human
rights of workers among suppliers

Quality of labels of health and safety requirements

Consumers

Feedback
mechanism

Presence of a mechanism for customers to provide
feedback

Practices related to customeatisfaction, including resultg
of surveys measuring customer satisfaction

Management measures to improve feedback mechanis

Consumers

Consumer privacy

Number of consumer complaints related to breach of
privacy or loss of data within the last year

Number of complaints by regulatory bodies related to
breach of consumer privacy or loss of data within the la
year

Strength of internal management system to protect

consumer privacy, in general
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Stakeholder categorie

Subcategories

Indicators

Consumers

Transparency

Consumer complaintggarding transparency

Publication of a sustainability report

Communication of the results of social and environment
life cycle impact assessment

Certification/label the organization obtained for the
product/site

Noncompliance witlregulations regarding transparency

Company rating in sustainability indices

Quality and comprehensiveness of the information avail
in the sustainability report or other documents regarding
the social and environmental performance of the
organization

Consumers

End of life
responsibility

Annual incidents of noncompliance with regulatory labe
requirements

Do internal management systems ensure that clear
information is provided to consumers on eofdife options
(if applicable)?

Local Community

Acess to material

Has the organization developed project related

resources infrastructure with mutual community access and benef
Strength of organizational risk assessment with regard 1
potential for material resource conflict
Does the organization have a certified environmental
management system

Acces to o

. . : Annual arrests connected to protests of organization
Local Community immaterial :

actions

resources

Do policies related to intellectual property respect moral
and economicights of the community?

strength of community education initiatives

Local Community

Delocalization and
migration

Number of individuals who resettle (voluntarily and
involuntarily) that can be attributed to organization

Strength oforganizational policies related to resettlemen

(e.g. due diligence and procedural safegaurds)
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Stakeholder categorie

Subcategories

Indicators

Strength of organizational procedures for integrating
migrant workers into the community

Local Community

Cultural heritage

Strength of Policies in PlaceRmtect Cultural Heritage

Presence/Strength of Organizational Program to includg
Cultural Heritage Expression in Product Design/Producit

Is Relevant Organizational Information Available to
Community Members in their Spoken Language(s)?

LocalCommunity

Safe and healthy
living conditions

Management oversight of structural integrity

Management effort to minimize use of hazardous
substances

Organization efforts to strengthen community health (e.
through shared community accessai@anization health
resources)

Local Community

Respect on
indigenous rights

Annual Meetings Held with Indigenous Community
Members

Strength of Policies in Place to Protect the Rights of
Indigenous Community Members

Response to Chargesbiscrimination against Indigenousg
Community Members

Local Community

Community
engagement

Organizational support (voluntebours or financial) for
community initiatives

Number and quality of meetings with community
stakeholders

Strength ofwritten policies on community engagement a|
organization level

Diversity of community stakeholder groups that engage
with the organization

Local Community

Local employment

Percentage of workforce hired locally

Percentage of spending on locdlsed suppliers

Strength of policies on local hiring preferences

Local Community

Secure living
conditions

Number of legal complaints per year against the

organization with regard to security concerns
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Stakeholder categoriej Subcategories Indicators
Number of casualties and injuries per yaseribed to the
organization
Management policies related to private security persont
Public Complaints issued related to the non fulfilment of promi

or agreements by the organization by the lammmhmunity

Society comrr'ntment.s to or other stakeholders at OECD contact points or Global
sustainable issues : N
Reporting Initiative.
Implementation/signing of Principles or other codes of
conduct (Sullivan Principles, Caux Round Table, UN
principles, etc.)
The organization has pledgeddomply with the Global
Compact principles and has engaged itself to present y
Communication On Progress
Presence Mechanisms to follay the realisation of
promises
Presence of publicly available documents as promises
agreements orsustainability issues
Contribution to Contribution of the product/service/organization to
Society economic economic progress (revenue, gain, paid wages, R+D cg
development relation to revenue, etc.)
Prevention and
Society mitigation of NA
armedconflicts
hNBFYATIFGA2YQa NRtES Ay (K
Disputed products
Societ Technology investments in technology development/ technology
y development transfer
Involvement in technology transfer program or projects
Partnerships in research and development
Society Corruption Financial damages

Formalised commitment of the organization to prevent
corruption, referring to recognised standards.

The organization carries out an aodirruption program
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Stakeholder categorie

Subcategories

Indicators

Theorganization installs or cooperates with internal and
external controls to prevent corruption

Written documents on active involvement of the
organization in corruption and bribery; convictions relate
to corruption and bribery

Value chain actors (ng
including consumers)

Fair competition

Legal actions pending or completed during the reporting
period regarding anticompetitive behavior and violations
anti-trust and monopoly legislation in which the reportin
organization has been identified as a apant.

Membership in alliances that behave in an-aotnpetitive
way

Documented statement or procedures (policy, strategy
to prevent engaging in or being complicit in anticompeti
behavior

Employee awareness of the importanceompliance with
competition legislation and fair competition.

Value chain actors (nq
including consumers)

Promoting social
responsibility

Percentage of suppliers the enterprise has audited with
regard to social responsibility in the last year

Presence of explicit code of conduct that protect human
rights of workers among suppliers

Membership in an initiative that promotes social
responsibility along the supply chain

Integration of ethical, social, environmental and regardit
gender egality criterions in purchasing policy, distributio
policy and contract signatures

Support to suppliers in terms of consciousaessing and
counselling concerning the social responsibility issues

Value chain actors (ng
including consumers)

Supplier
relationship

Payments on time to suppliers

Absence of coercive communication with suppliers

Reasonable volume fluctuations

Sufficient lead time

Value chain actors (nq
including consumers)

Respect of
intellectual
property rights

hNBFYATFGA2yQa Lkt A0e | YR
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Stakeholder categoriej Subcategories Indicators

Use of local intellectual property

Note: This table do not constitute a complete list of the best indicators to use in a study, since appropriate indieaidrerdep
study goal and scope.

Source: UNEP and SET2113)

4.1.3. Economic Footprint

Businesses and industries could quantify their economic footprint by measuring their direct,
indirect, and induced economic contributions (upstream and downstream), at the international,
national, state, county, and oth&vels: To extract technological and financial rents; to transfer
funds around the world and shift accounting profits to-tew jurisdictions and to consider the

wage inequalities. Under these premises, WP5 proposes six economic impact categories detailed

in Table 9.

Table 9Economic Footprint impact categories and indicators

LYLF OG /FGS32NE
Business Survivorship (profitability, Net torred )

Taxes (Cost to taxpayers or taxes not paid: effective tax rate/theoretic by coun
Efficiency (The gross value added rate, investment intensity in R&D)
Compliance (Value of compensations, fines and penalties, and taxes paid due
compliance)

Employment (direct and indirect)

Inequality: Income or benefit distribution alosigpply chain

Source: Own creation

These economic impacts overcome the limits of the primacy shareholder approach, integrating

guestions whose scope go beyond organization boundaries, taking into account the economic
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contribution of the company to other stakeholders like actors of the supply chain, employees and

society.

4.2. Process Indicators (PIs)
KPIs are indicators whose definition should be stable over time and standardized within a
sustainability framework in order to analyze its progress and to facilitate benchmarking among
companies. However, a sustainability management system requires damatradaptable tools
in order to trace and control the organizational objectives for a considered period. This is the main
reason for the definition of Pls. Pls amdirect quantitative measures of KPIs, focused on the
measurements in a process or in @msbdf a process. They provide information for the control and
monitoring of objectives related to KPIs atldws a continuous improvement process. Moreover,
they can be used within the sustainability traceability of the product within the life agalé, £ | NI
AYRAOI 2NRé Ay OlFasS 2F NrRal] 2F GNryaaNBaaiy3
categories and as bases for the definition of corrective measures.
Given that an effective Pl system shouldtfg 2 NBF YA T F A2y Q& @K Iithl OG S NA

difficult to define a standardized set of Pls that companies of a specific sector can adopt. However,

it is possible to identify the main features that should meet a suitable Process Indicator:

% Measurable. The comparison with a unit of measurmgrhelps to ensure objectivity, con-
sistency and accuracy of the indicator.

Y% Quantifiable. It shows the physical reality, specifies the results of the measurement and
determines the level of achievement of objectives.

% Specific. It denotes the existence odlieect relationship between the indicator and the
specific objective, which should be linked to KPIs.

% Temporary. The result of the indicator is associated with a defined period of time. Once
the period has passed, the indicator must be updated to refeatteasurement accord-
ing to stipulated unit of time.

% Relevant. It must address the necessary and sufficient information on the factors that can

have an influence on the decistamaking or action planning.
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In order to help the design of an effective pracéawdicator or to ensure that it meets the main

features, the companies could use the following check questions:

% What do you want to measure with the Pls?
% Why do you want to measure it?
Y% Is it useful for monitoring the objectives?

% How often should companyeasure it?

4.3. Best practices
The SMARTAT not onlgontemplatesthe sustainability indicators but also integrates in the
culture of the organization a continuous improvement approach. Accordingly, the organization
should foster the adoption of premtive policies and proactive practices and not only reactive

ones in front of the nonconformities detected due to the evaluation process.

In this regard, a useful tool is the definition of best practidesy &re understood as guidelines,
rules, procedugs, processes, actions, policies, programs, methods and innovative ideas that could
implement a company to improve sustainability performance, which are integrated in the

management system with the aim to be consistent with the continuous improvemensproce

The definition of the best practices could be made explicit by means of a best practices handbook
specifically developed by tlmeganizationThe good practices handbook is a channel for the top
management to transmit how the organization could achiéne global sustainability targets to

the rest of the organization. The best practices handbook should take into account the following

considerations:

% All the members of the organization must know their role in the sustainability manage-
ment, responsibilies, means to achieve the objectives and the importance of their indi-
vidual effort.

% The best practices handbook must incorporate a consistent training strategy aligned with
sustainability and lifeycle thinking.

Y% The best practices handbook should contigbio an effective assurance and information

traceability process.
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% This handbook could be the way to inform, share knowledge, and communicate actions
under development between organizations belonging to the same the life cycle.

% The best practices handboshkould include information related with the specific Pls, jus-
tification, description, expected results, responsible team, operational structure and tools,

and protocol of revision and improvement.

A necessary condition for the implementation of this beatfices handbook is the hidgvel
commitment of the organization in order to ensure the consistency of the SHART

implementation with the SMART Sustainable Governance Model.
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5. Conclusions

This final section summarizes the main achievements obD#lwerable 5.2 and presents the

connection with future developments of WP5.

5.1. Summary of achievements
The SMARTSustainability Assessment To&8A( is designedfor the assessment of the
sustainability of the organizatioasidincludes theappropriatetools to ensure the contrildion
to sustainabilitybased life-cycle thinking. Deliverable 5.2 is focused on two basic elements,
indicators and best practices, contextualized in textile compamlesmain purpose is twofold: i)
to guide companies in hot define key indicators for the management of processes, for the
performance measurement and for the information system in a sustainability cdwatssd on
the four sustainability principleg a balance amongits different economic, social and
environmeral dimensions, with an integenerational perspective, an stakeholder approach and
under lifecycle thinkingand ii) to guide companies in how to use a set of best practices to comply

with the continuous improvement process, both in accordance with theRIFAT.

The analyses of sustainability indicators and sustainable best practices of textile companies carried
out shows a lack of information associated with the environmental, social and economic
dimensions.The aspects linked to climate change and theahd safety and social security of
employees are the most advanced in the management system of the explored companies. This
fact could be explained by the large efforts paid at different institutional level and policy

development that these issues haeeeived for several years.

From a life cycle perspectiveetidentifiedshortcomingaremore evident in the three first phases

of the textile products life cycle (raw material acquisition, carding and spinning, and dyeing,
washing and rising)rheanalyses haveeveakd a lack of reporting and assessment systems in
these phasesyhether this is becausie exising tools and standards do not fit in these first
phases, or because a greater institutional suporteeded. This institutional suppantplies a

clear positioning of the different institutions, not only at the national level, but also at the
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