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Executive Summary

Hankyoreh Economic Research Institute analyzed sustainability management performance of 50 Japanese,
Chinese and Korean companies listed in Fortune Global 500 using their sustainability reports. We employed two
analysis methods. First, we studied transparency. The definition of transparency we used is how faithfully each
of the companies disclosed information on economic, environmental and social performance. As a benchmark to
measure transparency, we used the information disclosure rate of sustainability reports as indicated by GRI
guidelines. Second, we had a close look at their performance. In other words, we conducted comparative
analysis of their performance in relation to major issues such as the volume of greenhouse gas emissions
reported by representative companies operating in core industries of above-mentioned countries.
Based on the analysis, we came up with three important implications.
First, according to transparency analysis, Japanese and Korean companies think much of the environment
category and disclose much information for this category. However, transparency is very low with respect to
human rights and the society category. Regarding the environment category, the average information disclosure
rate of 50 companies in three countries was 48.8, the highest figure among six categories included in the GRI
Guideline such as economy, environment, labor, human rights, society and product responsibility.
The above result is attributable to the situation facing most of Japanese, Chinese and Korean companies where
human rights issues are still considered too sensitive to even mention, and there is reluctance to adopt the global
standard. In addition, companies that have already accepted the global standard and formulated relevant
principles and policies do not report on these issues because the performance has not been measured or the
performance is very low due to a short period of implementation. The above observation can lead us to conclude
that there is room for improvement, and at the same time, the global standard itself is not completely suitable for
three Asian countries.
Second, examination of environmental performance of nine companies in automobile, electronics and steel
industries (Toyota Motor Corporation, Hyundai Motor Company, Dongfeng Peugeot-Citroën Automobile,
Samsung Electronics, Sony, Lenovo, Nippon Steel, POSCO, Baosteel) produced the following results:
Analysis of CO₂ emissions per ton of crude steel showed a similar level among three companies in the steel
industry. Nippon Steel (14.75 tons) stayed behind POSCO (4 tons) and Baosteel (6 tons) in terms of the volume
of water consumed. As for the electronics industry, the volume of greenhouse gases and wastes generated by
Samsung Electronics were two times that of Sony, respectively. This result is explained by the fact that, unlike
Sony, Samsung Electronics includes semi conductors and LCD in its business scope in addition to the home
appliance sector. According to analysis of CO₂emissions per vehicle produced in the automotive industry,
Hyundai (0.66 tons) released CO₂slightly less than Toyota (0.88 tons). In terms of the volume of water used,
Hyundai (6.31 tons) consumed more than Toyota (3.92 tons). It was difficult to do a comparison against Chinese
companies operating in the electronics and car industries because transparency of these companies was
extremely low.
Third, it was not easy to compare performance of sustainability management even among companies with high
transparency, except for some of environmental indicators. If East Asia is to regularize an economic decision
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making process that considers socially responsible investment and ethical consumption, it is essential to
standardize reporting indicators. Just like companies disclose financial performance in accordance with
corporate accounting standards, formulation of a uniformed standard and mandatory compliance are required for
universally-standardized disclosure of corporate social responsible performance.
Japan, China and Korea share common characteristics in the sense that they have been under the influence of
Confucianism for a long time and achieved an astonishing economic development for the past dozens of years.
In this regard, sustainability management of companies located in these countries may differ from that of
western companies. This difference implies a future need for continuous research efforts to conduct a
comparison analysis between western companies and their East Asian counterparts.

Executive Summary
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Why We Focus on Sustainability management in East Asia?
Globalization was both an opportunity and a challenge, for companies in East Asia. On one hand, it was an
opportunity to export products to markets around the world. On the other hand, in order to make the most of the
opportunity, companies had to overcome challenges which required them to adjust existing Asian systems to
meet global standards.
Japanese companies, on their first arrival on the global stage, brought with them their unique management
system. Successful Japanese companies presented JIT (Just in Time) production systems and lifelong
employment as their forte as opposed to the generalized scientific management theory of the West including
Taylorism and Fordism. And they were extremely successful. Within a few decades, Japanese manufacturing
businesses grew to become major players in the U.S. and the European markets. As a result, the West began to
show interest in ‘Japanese-style management’ and tried to learn it.
Korea responded differently. Rather than disseminate its own system to the world, it tried to absorb global
systems. After the Asian financial crisis in 1997, Korean society quickly absorbed and implemented global
standards. Large companies (‘Chaebol’ in Korean) were reformed and corporate governance was improved.
Market systems favorable to foreign investment were put in place. Korean companies, which took on the global
market, made every effort to quickly catch up with global standards in each segment.
China is still responding to the changes. Sometimes, it appears to uphold its unique political and cultural aspects
but other times it rapidly adjusts to changes in the global society. While China accepts investments from
multinationals, it allows only joint investment companies to enter the Chinese market. It seems that China is
considering both the acceptance of international standards and maintenance of its uniqueness.
< Figure 1> Degree acceptance of global standards in Japan, China and Korea

※Source: Hankyoreh Economic Research Institute
In this context, the global discussion on sustainability management is another challenge for Asian companies.
This is not because the discussion on corporate social responsibility is nascent in Asia.
In fact, East Asian companies may have deliberated the concept of corporate social responsibility earlier than in
the West. Under the Confucian tradition on the key principles of life where justice shall come first ahead of
profits, there has been a general agreement on the role of businesses in solving social problems. Merchants
provided relief in lean years, companies treated employees like family members and could not dismiss them
easily, and when business was not doing well, the management cut their wages first and deeply apologized to
employees. Asians have ‘implicitly’ recognized these acts as part of corporate social responsibility.
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However, they were neither standardized nor clearly stated. Therefore, the international trend of defining and
standardizing corporate social responsibility in detail, making businesses file external reports and comparing
and assessing corporate social responsibility is a challenge to East Asian businesses. Companies need to manage
and disclose corporate social responsibility performance just as they need to disclose financial performance in
order to practice sustainability management according to global standards. There are detailed guidelines on the
execution including 10 principles of the UN Global Compact1, the GRI Guideline2, and ISO 260003, which is
being finalized.
That is why HERI4 took on the task of comparing sustainability management performance in the East Asian
countries including Japan, China and Korea. The three countries are similar but different. They are similar in
that all of them have been affected by Confucian culture for a long time and shown remarkable economic
growth during recent decades. However, in terms of per capita national income, the level of economic
development is very different.
Thus, HERI plans on studying the sustainability management performance of large companies of three East
Asian countries to review how they are responding to international standards on sustainability management.
HERI hopes that this study can provide future direction for estimating the development of corporate social
responsibility in cultures other than Western Christian culture.

Subject of research
East Asian companies respond to challenges concerning sustainability management in two aspects: content and
form. In this study, we asked one question each for the two aspects and we tried to find the answer in the
sustainability reports (or CSR reports) issued by companies.
Question 1. How deeply do Japanese, Chinese and Korean companies agree with the CSR framework and
details presented by the international community and are they executing them?

Using the G3 Guideline published by GRI, HERI measured the information disclosure rates of sustainability
reports of Japan, China and Korea item by item. By measuring the degree of information disclosure in the
reports by indicators in the economic, social and environmental categories of the Guideline, we intended to find
the CSR areas of greatest interest to East Asian companies.

1
Ten principles on corporate social responsibility. They indicate ten principles of four segments including human rights,
environment, labor and anti-corruption provided by the U.N. Global Compact, which is the initiative of the U.N. on
corporate social responsibility.
2

GRI is short for 'Global Reporting Initiative.' GRI was established by the joint efforts of American NGOs including
CERES (Centre for Education and Research in Environmental Strategies) and UNEP (United Nations Environment
Programme) in 1997. It helps to form international agreement on the guidelines on corporate social performance reporting
and publishes the reports. In November 2006, GRI announced the G3 Guideline including 79 reporting indicators under six
categories including the economy, environment, product responsibility, human rights, labor and society.

3

International standards on social responsibility being prepared by the International Standard Organization define social
responsibilities of corporations, NGOs, governmental agencies, trade unions, etc. item by item.

4

Hankyoreh Economic Research Institute is abbreviated to ‘HERI’.
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Question 2. How much do Japanese, Chinese and Korean companies convert their CSR-related company
information to comparable figures?

For sustainability reports to be used as grounds for determining investment, consumption and employment just
as business reports that show corporate financial performance do, the contents of the reports shall be quantified
and standardized so that they can be compared. This question is about the comparability of social performance
found in sustainability reports of the three countries. To answer the question, HERI constructed a database by
collecting quantified sustainability performance data of representative companies of major industries in Japan,
China and Korea.

I. Introduction
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1. Subject of study
This study analyzes the sustainability performances of Japanese, Chinese and Korean companies.

For the ‘analysis and assessment of sustainability management of Korean, Chinese and Japanese companies,’
the following standards were used to select the analysis subjects:
A. Firstly, we looked at Japanese, Chinese and Korean companies included in the Fortune Global 500 list on the
basis of sales revenue. Those who reported their 2006 sustainability performance and issued sustainability
reports by April 2008 were selected.
B. From the selection of Japanese and Chinese companies, those with reports in English including sustainability
reports, CSR reports, social & environmental reports and corporate citizenship reports were analyzed. However
for Korean companies, sustainability reports and environmental and social performance reports written in
Korean were used. Any reports or additional reports posted on the Internet were also included.
C. According to those criteria, 50 companies including 36 Japanese, 8 Chinese and 6 Korean companies were
selected.

2. Set of Methods
The study focused on two aspects: First was the amount of information disclosed according to the GRI
Guideline in the sustainability report of each company. The second was the analysis and comparison of
sustainability performance itself included in the reports.

1) Study of information disclosure rate
The transparency of information disclosure to stakeholders is an essential requirement when it comes to the
topic of corporate social responsibility. Investors or consumers need a rationale for judgment in making a
decision by accounting for corporate social responsibility. Therefore, companies, which do not disclose such
information, will not be considered for investment or consumption at all.

Accordingly, many of the previous studies recognized the degree of information disclosure on social
performance such as the environment, labor, human rights, etc. as important criteria for assessing corporate
social responsibility and performance, and its relevance to financial performance was also highly recognized5
(Walmsley & Bond, 2003). Various forms of information disclosure are based on the premise that companies
have a system in place that helps them to measure and analyze the relevant information. That is why GRI, which

5

Walmsley, James Daniel et al. An Assessment of the Role of Environmental Reporting in Supporting Share
Values in FTSE100 Companies. Journal of Environmental Assessment Policy and Management, 2003, 5(2)
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presents sustainability reports and international standards, groups together “sustainability management” and
“transparency” in making its explanations.6

The study of information disclosure rates was conducted using the following methods: the degree of information
disclosed by Japanese, Chinese and Korean companies was compared according to the economic, environmental
and social categories, and it was assessed according to G3, the 2006 version of the GRI Guideline. Categoryspecific indicators of the GRI Guideline are divided into core indicators and additional indicators. The core
indicators apply to all industries while the additional indicators are industry-specific. GRI defines the core
indicators as ‘generally applicable indicators which are material to most organizations and a matter of interest to
most stakeholders.7 Therefore, we used only core indicators in this study which apply to all companies. In total,
49 core indicators were selected including 7 economic, 17 environmental and 25 social indicators.

The assessment tool for information disclosure rate is as follows.
49 indicators consist of qualitative, quantitative and a blend of both qualitative and quantitative items.
More than one item per indicator was selected according to the GRI Guideline recommendations.
For instance, the indicator EN16 which requires total direct and indirect greenhouse gas emissions by weight
consists of items as follows: direct/indirect CO₂ equivalent emissions, direct/indirect CO₂ emissions,
direct/indirect CH4, direct/indirect N2O.
Common assessment standards applicable to all indicators
The information disclosure for the given indicator was awarded one point if a company reported at least one of
the selected items.
In the case that the 2006 performance was not reported for a relevant indicator but a future reporting plan within
a specific time period was stated, one point was awarded for the indicator.
Quantitative indicators (ex. EC1, EN1)
Indicators which consisted of qualitative items were awarded one point only if a company reported at least one
of the selected items.
If an item was shown by graphs without giving a specific figure, one point was awarded if the graph was judged
to demonstrate specific data.
Qualitative indicators (ex. EC5, EN18)
Indicators in this category assessed the level of policy implementation for a given piece of data. Indicators were
awarded one point if a company provided any material evidence.

6

At the international conference titled “Sustainability & Transparency” held by the GRI in Amsterdam, Netherlands, in
May, speakers including companies around the world, NGOs, investors, accounting professionals, etc. emphasized the
importance of transparent reporting of social performance as well as financial performance.

7

GRI, Sustainability Report Guidelines ver. 3.0, 2006, p. 24
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In the case that the 2006 performance was not reported for a relevant indicator but a future reporting plan within
a specific time period was stated, one point was awarded for the indicator.
No point was given if a company merely stated “making efforts” without providing specific evidence.
Mixed indicators (ex. EC2, EN18)
Indicators in this category consisted of both qualitative and quantitative items. One point was given if provided
data conformed to the assessment standards with reference to either 3) or 4).

The information disclosure rate was calculated based on the points earned from 49 indicators. The information
disclosure rate is the percentage of the number of items that received one point out of 49 items. The disclosure
rate of each company was shown in a diagram according to its rank.

Disclosure rates according to rank were compared in terms of three aspects including country, company and
domestic. First, the information disclosure rates of FG500 Korean, Chinese and Japanese companies were
compared by company. In addition, company-specific information disclosure rates were also compared by
category including the economy, environment and society. Second, with respect to the assessment of countryspecific sustainability management, the information disclosure rates of Korean, Chinese and Japanese
companies were compared by country in six subcategories including the economy, environment, labor, human
rights, society, and product responsibility.

2) Assessment of sustainability performance and analysis of characteristics

Existing studies on corporate sustainability performance have been conducted in two ways - Reputation Index8
and Content Analysis. 9

The reputation index has merits in terms of its easy-to-use data collection method and clear and accurate
comparison criteria but its subjective nature raises controversy. In addition, assessments using the reputation
index method have limits in drawing international comparisons because it is difficult to identify subjects who
can give opinions by comparing and assessing companies located in different countries using the same criteria.
Therefore, we adopted the content analysis method for this study to exclude subjectivity from assessment to the
maximum extent possible and to make an international comparison for the purpose of this study.

8

The reputation analysis indicates a method which measures social performance of companies based on the
reputation of the companies perceived by the public or experts. However, its subjective nature can raise
controversy. In addition, comparing companies in different societies is impossible as the assessment is
conducted by different persons. In case the number of companies included in the analysis is large, it is hard to
find an assessor with knowledge of all subject companies.
9

Cochran, P. L. & Wood, R. A. Corporate Social Responsibility and Financial Performance. Academy of
Management Journal, 1984, p. 44
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The quantitative and qualitative data for the content analysis was collected from the sustainability reports. Other
documents and data could have been searched but we covered only sustainability reports to encourage the use of
these reports as a means of obtaining objective data regarding companies like accounting reports. Therefore, we
conducted a comparative analysis of sustainability management based on the contents of sustainability reports
using qualitative and quantitative methods.

In order to ensure objectivity of data collected for quantitative and qualitative analysis, we primarily used data
recommended by the GRI Guideline which provides international standards. The collected data was used as
basic data for the comparison of sustainability performance by country and by representative company in
Chapters 3 and 4. Moreover, the analysis was categorized into four divisions including human rights, labor,
environment and anti-corruption, on which the UN Global Compact has placed great emphasis. In the case
studies in Chapter 4, we analyzed the environment category only as it included a relatively large amount of
comparable and quantified figures.
First of all, with respect to the qualitative analysis, we classified the development stages of the systems and
reviewed the stages in which subject countries or companies were located. The progress of sustainability
management can be divided into four stages: 1) Establishment of the basic concept and strategies of
sustainability management, 2) Establishment of policies, 3) Implementation of policies and 4) Monitoring and
performance evaluation. As it progresses toward the latter stage, we can recognize that a more developed and
mature form of sustainability management is in place. In this study, we assessed qualitative performance by
selecting systems representing each of the economic, environmental and social categories by country and by
representative company and comparing the development stages of these systems.

The quantitative analysis presented two technical problems which obstructed the assessment: 1) There was no
system in place for the measurement of indications recommended by the GRI Guideline and therefore, it was
difficult to find companies that disclosed comparable and quantified numbers and 2) existing quantitative
numbers measured according to local laws and regulations showed differences in terms of the scope of
measurement or standards, making consistent and standardized comparison very difficult.

20
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1. Background to CSR development in Japan,
China and Korea ·····························23
2. Comparison of information disclosure in Japan,
China and Korea ·····························33
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China and Korea ·····························40

1. Background to CSR development in Japan, China and Korea

1) Korea
(1) The historical background of CSR development in Korea
Observation of CSR developments in Korea demonstrates that corporate responsibility was limited to the
economic area until the 1960s and the 1970s. During this period of the growth-driven economy, CSR was
synonymous with contribution to the national economy through production and distribution of products.
It was not until the end of the 1980s that CSR was brought to attention. Labor actions that had been oppressed
by the authoritarian government until the mid-1980s started explosive growth in the late 1980s. With the
establishment of labor unions at large corporations at that time, an emphasis was placed on corporate
responsibility for labor.
In the early 1990s, environmental responsibility became the topic of discussion. In 1991, Doosan, one of the
major large-sized Korean companies, faced a management crisis due to the massive discharging of phenol, a
harmful substance, into the Nakdong River, a major source for water in the southeastern area of Korea. Water
supply facilities in Daegu, a very large city close to the Nakdong River, gave out an odorous smell, and the
public launched a nation-wide boycott of Doosan products. Yong Gon Park, CEO of Doosan at that time, was
forced to resign, and Doosan compensated the community to the tune of about KRW 22 billion. This incident
helped to bring Korean society to a consensus on the importance of corporate responsibility for the environment.
However, it was only after the end of the millenium that a comprehensive concept of “corporate social
responsibility” with respect to environment, labor, human rights, anti-corruption and corporate philanthropy was
discussed in an organized way. Korean society had not escaped the financial crisis that swept through East and
Southeast Asia in 1997. Many of the large companies went bankrupt or underwent a rigorous restructuring
process. Dae Jung Kim, the former president of Korea who took office in 1998, concluded that reform of the
chaebol structure was necessary for the Korean economy to recover from the crisis. Based on these conclusions,
he made considerable efforts to improve corporate governance. In addition, foreign investors that rushed into the
Korean market more rapidly than ever called for improvements in corporate governance and financial
transparency.
Furthermore, a series of fraudulent accounting scandals engulfed large companies such as Daewoo, the largest
business group by sales revenues and SK, which held the largest market share of the mobile communications
and energy sectors. In 2003, large domestic companies were investigated for providing illegal political funds to
the amount of tens of billions of Korean won. During this times, discussion about CSR became active in Korean
society. A consensus quickly developed the view that sustainability management would only become possible
when companies considered not only economic responsibility but also social responsibility.
In response, Korean companies formulated codes of ethics and built business ethics practice systems in order to
prevent corruption issues inside the company. In addition, they performed lawful management based on ethical
management and initiated social contribution practices such as donations and voluntary activities in an endeavor
to solve social problems. In other words, outside the company, ethical management and social contribution were
a tool for realizing CSR.
However, there existed a criticism that ethical management was no more than an internal control system, and
social contribution was only part and not the essence of CSR. Accordingly, an emphasis was put on
communication with stakeholders, and companies paid attention to “sustainability management that is aligned
with activities to measure and disclose an organization’s achievement for sustainable growth of the society

III. Analysis and assessment of sustainability management of companies in Japan, China and Korea

23

where it operates and fulfills a fitting responsibility to internal and external stakeholders”. In other words, based
on the recognition that social responsibility is fulfilled not by the company alone but by communication with
society, companies became more responsive to expectations of society and began to perform responsible acts.
That was when substantive production of sustainability reports began.
Seung Kyu Lee (2006a)10 also considers the period after 2003 as a time when the ideas behind CSR were more
widely disseminated in Korean society. He explains that Korean society began to take interest in CSR after the
mid-1990s. On the ground of this judgment, he considers the period prior to 1995 as the observation phase, the
period between 1996 and 2002 as the adoption phase and the period after 2003 as the dissemination phase of
CSR. Based on how frequently the major media carried articles about CSR from 1991 to 2004, he explains the
trend of CSR in Korean society as follows:

<Table 1> CSR in Korean society – Yearly description of major incidents and corporate activities with respect
to economy, society and environment
Year

Economic issues

Environmental issues

Social issues

Fund raising for community
cooperation by the
Federation of Korean
Industries (FKI)

Waste of phenol into
Investigation into irregular
1991
Nakdong River by Doosan
donation of Hyundai Group
Electro-Materials

1995

Key activities of domestic
companies

Slush funds of former
president Tae Woo Roh
Designation of environment- (Summons of 35 large
friendly corporation(s)
companies)
Real name act

Bankruptcy of large
companies
(Hanbo Group, Samick
1996
Musical Instruments,
Woosung Construction,
Kunyoung)

Oil leakage from Honam oil
tanker
Pilot program for ISO 14001
certification

Asian financial crisis
(December 1997)
1998
Spike in shareholding ratio
of foreign investors

2000

Investigation into the
2001 business scandal involving
Daewoo

Product liability
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Collapse of Sampoong
Department Store

Adoption of the outside
director system by Hyundai
for the first time in Korea

Inauguration of the
people’s government
Declaration of environmental
management by the five most
prestigious economic
organizations

10

Institution of the charter of
business ethics by FKI

Establishment of KBCSD

Seung Kyu Lee, etc. (2006a), 2006 Corporate Social Responsibility in Korea, KAIST CSR Research Center,
Business Institute for Sustainable Development, March 2006.
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Inauguration of the
participatory government

2003

Scandal over slush funds
First publication of
for the presidential
sustainability report
election
Accounting fraud of SK
Global

※ Source : Id. Seung Kyu Lee and others (2006a), 2006 Corporate Social Responsibility in Korea, KAIST CSR
Research Center, Business Institute for Sustainable Development, p.18 <Table 2-2>.
This trend led to establishment of the UN Global Compact Korea Network (GCKN) in 2007. In particular, as Ki
Moon Ban, former Minister of Foreign Affairs and Trade was elected as Secretary-General of the United
Nations, his inauguration had an impact on dissemination of CSR in the Korean society. The effects
demonstrated by participation of Korean companies in the UN Global Compact. Contrary to only less than 20
companies participating in the UN Global Compact as of November 20, 2006, immediately before former
Minister of Foreign Affairs and Trade Ki Moon Ban took office as Secretary-General of the UN, the number has
been drastically increasing since his inauguration. As of 2008, 118 organizations are participating. An
increasingly diverse variety of participants includes not only corporations but also labor unions, civil
organizations, local autonomous bodies, universities, etc. from each and every sector of the society. 2007 was a
watershed year for participation in the UN Global Compact and thus dissemination of CSR in the Korean
society. As a result, the GCKN was created in September 2007. Since then, the GCKN held COP Training
Workshop and an anti-corruption symposium as part of the efforts to encourage the participants to fulfill their
promises and communicate on the progress thereby making a meaningful contribution to diffusion of CSR in the
Korean society.
<Figure 2> Timeline of membership to GCKN

※ Source : Global Compact Korea Network
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(2) The status of CSR awareness among the Korean government and companies
The Korean government made efforts to enhance CSR by amending laws and regulations to improve corporate
governance and promote accounting transparence in the aftermath of the Asian financial crisis in 1997 and by
establishing the ‘Anti-Corruption Committee’ in 2002 to create a society of integrity. Since 2003, the Ministry
of Commerce, Industry and Energy11 has been researching ethical management practices of public and private
companies. In October 2006, the Ministry developed the ‘Korean Sustainability Report Indicators’ jointly with
the Korea Chamber of Commerce＆Industry and the Institute for Industrial Policy Studies and has disseminated
the indicators. Moreover, the Ministry has held a ‘Sustainability Management Award Ceremony’ since 2006 in
order to raise awareness and identify best practices in Korea. The Korea Independent Commission Against
Corruption previously known as the Anti-Corruption Committee has encouraged public corporations to join the
UN Global Compact and, as of May 2008, over 30 public corporations are members.
In addition, the Ministry of Environment initiated an environment report project in 2002 and developed a
guideline which enabled companies to measure, manage and report environmental performance. In 2007, the
Ministry jointly enacted the Framework Act on Sustainable Development with the Sustainable Development
Committee in 2007 which helped municipal governments as well as the central government to establish
sustainable development plans and issue reports. In December 2006, the amended Industrial Development Act,
which intends to support the dissemination of sustainability management, was passed through the National
Assembly. The stated purpose of this Act is ‘providing support to companies and enforcing comprehensive
policies at the government level for the dissemination of sustainability management practices which put value
on economic profitability, environmental soundness and social responsibility of companies.’
However, the Ministry of Commerce, Industry and Energy, the Ministry of Environment, the Korea Independent
Commission Against Corruption and the Sustainable Development Committee all adopt individual approaches
to sustainability management issues and there is not any government-level organization that comprehensively
and exclusively manages the effect of sustainability management on the economy, environment and society. It is
true that this lack of a comprehensive, government-level approach makes it difficult to encourage companies to
practice sustainability management in an effective and long-term manner.12
The enhancement efforts of Korean companies are led by large companies which mainly focus on ethical and
environmental management and social contribution activities. Recently, they have been actively engaged in
sustainability management practices integrating the economy, society and environment together.
Regarding ethical management adopted by Korean companies as part of CSR, the Federation of Korean
Industries initiated ethical management by declaring the ‘Corporate Ethics Charter’ in 1996 which stated eight
codes of conduct including △CSR △legitimate profit generation △ fair competition △ cooperation between
large companies and small and medium-sized companies △ enhancement of consumer rights △ improvement
in the intestest of employees △ environment-friendly management and △ community development. It founded
the ‘Corporate Ethics School’ in 2002 and encouraged the introduction of ethical management to Korean
businesses. Academies also contributed to the dissemination of ethical management by awarding companies for
ethical management practices. As a result of such efforts, in a survey by the Korea Chamber of Commerce＆

11

The Ministry of Commerce, Industry and Energy was the first government ministry to issue a sustainability
report, in December 2007. Government agencies rarely issue sustainability reports. Currently, the Environment
Ministry of Australia, the Defense Ministry of the U.K., the Construction Ministry of Hong Kong, etc. are
registered foreign members of GRI.
12

Dong Seong Jo, Sustainable Management, Seoul Economy and Management, Sustainable Management
Division, Institute for Industrial Policy Studies, September 2007.
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Industry in 200613 84.1% of the companies surveyed responded that they had adopted a code of ethics and
39.6% said they had a department exclusively responsible for ethical management. In addition, 86.6%
responded that ethical management training courses were being provided and 90.6% said new employees were
required to receive such training. In particular, ethical management was an important factor in choosing a
partnering company (65.3% responded that ethical management practices affected the selection of partners).
Thus, it appears that ethical management centered on anti-corruption and management practices in compliance
with the law is embodied in Korean companies to some extent.
There also has been increasing interest in environmental management by Korean companies competing in the
global market. The effluence of phenol into the Nakdong River in 1991 and the oil spill from the Sea Prince oil
tanker in 1996 caused a strong social demand for corporate environmental responsibility. In 1996 when the oil
spill occurred, the adoption of ISO 14000 environmental management standards raised awareness among
Korean companies on this issue. From just 24 companies that were certified in 1996, a total of 5,893 companies
were certified for environmental management as of the end of 2006.14 In particular, environmental management
has direct relevance to the viability of companies in the context of strengthened international regulations and
because the development of environment-friendly technologies are being recognized as a business opportunity
that will help companies to obtain a competitive advantage in the future, Korean companies are now avidly
adopting environmental management practices.
Also, one of the major characteristics of Korean CSR is social contribution activities. Korean companies have
been very actively engaged in social contribution as many of them have equated CSR with social contribution
for a long time. They consider donations, contributions, voluntary services, etc. as the essence of CSR. Of
course, strategic social contribution activities corresponding to social expectations clearly enhance corporate
image and strengthen relations with the community.
However, there is also criticism that patronizing charities irrelevant to essential business activities give
companies an easy solution for CSR and that companies focus only on promoting their image through charities.
In 2005, Hyundai Motor Company, whose president was being prosecuted, announced a plan to raise social
contribution funds worth KRW 1 trillion and Samsung also declared KRW 800 billion worth of social
contribution funds. However, there were prevailing negative opinions of this among the public that such charity
plans were intended to win the companies exemption from legal punishment or to soften social criticism.
As can be seen here, Korean companies’ approach to CSR has been centered on ethical management,
environmental management, social contribution activities, etc. However, such individual approaches have
recently shifted to a more systematic and comprehensive basis. Rather than focusing on temporary imagemaking activities, companies are increasingly taking a long-term strategic approach to CSR. In other words,
companies are approaching CSR from an integrated perspective where economic contribution, environmental
protection and social development are all taken into consideration and they are moving closer to sustainability
management by setting goals, reorganizing themselves and selecting tasks, etc.

(3) The current status of CSR-related publications in Korea
The number of sustainability reports published by Korean companies has been increasing very rapidly.
Compared with just 4 companies that published a report for the first time in 2003, about 50 companies were
publishing reports as of the end of 2007. In other words, the number has jumped more than tenfold over a period
of 5 years. As for the type of industry concerned, sustainability reports were only published with respect to some

13

Status of and challenges to ethical management of Korean businesses, Federation of Korean Industries, April
2006

14

Corporate environment management study, Ministry of Environment, August 2007
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of the manufacturing sectors at the beginning. However, not only public sector corporations but also companies
in various sectors including development, finance and communications now submit reports.
Even though Korean companies were relatively late in publishing sustainability reports, the number has been
growing at a very fast pace compared with the global trend. Nonetheless, despite the rapid rate of growth, the
absolute number of reports published is still smaller than those released by companies in advanced countries
where companies have a longer tradition of publishing this kind of report.

< Figure 3> Publication figures for sustainability reports by Korean companies

※ Source : Business Institute for Sustainable Development

2) China
(1) The historical background of CSR development in China
In China, where international trade accounts for 65% of its GDP, CSR is an important issue considering its
relatively strong influence on MNCs’ decision-making process.15 The dramatic increase in China’s exports in
the past two years has been due largely to growth in manufacturing and labor-intensive industries; the
proportion of total export figures from these industries now exceeds 90%.16 Thus, CSR in China seems to have
begun in order to try to meet foreign MNCs’ demands in the early 1990s rather than as a result of corporations’
own initiative. Zhou classifies China’s CSR development process into three phases.
Phase I (1996 to 2000) : MNCs introduced international standards and internal codes of ethics to Chinese
suppliers. MNCs subsequently required their suppliers to conform to these standards and codes and started to
monitor their compliance. However, until the year 2000, CSR was an unfamiliar concept to Chinese companies.
Moreover, the awareness of CSR was low among the government, the public, the media and companies
themselves.

15
16

Zhang K. China’s Foreign trade and export boom, China as the world Factory Newyork,2006
Zhou W.D. Will CSR work in China?, Business for social responsibility, 2006
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Phase II (2001 to 2003) : international organizations and NGOs started to increase pressure on corporate social
responsibility. Chinese manufacturers finally began to recognize the importance of CSR management. Some
Chinese companies came up with rule of thumb tactics of CSR management in order to cope with the pressure
they faced. The Chinese government also established a CSR committee for the first time to prevent international
organizations and MNCs from using labor conditions as a trade barrier. However, there was still no radical
change in the government’s wait-and-see attitude.
Phase III (from 2004) : CSR gained the high ground among Chinese companies. Both private and state-owned
companies took further steps beyond the simple tactic of maintaining exports. Chinese companies began to use
CSR as a strategic tool. In addition, the Chinese government took up a positive stance toward CSR and set
national CSR standards to help Chinese companies to compete in the global marketplace. The year 2006 can be
named as a watershed for CSR in China. While the CSR movement had until then been led mainly by MNCs,
state-owned companies have taken the lead in promoting CSR ever since.

(2) The status of CSR awareness among the Chinese government and companies
The income gap between social classes and regions, as well as rural poverty, aggravated by the pre-2005
economic growth-centered policy, have become obstacles to China’s modernization process. In addition to rapid
population growth, desertification, land pollution, and water deficiency resulting from economic growth have
worsened resource shortage problems.17 Following the disruption of the social contract that had ruled Chinese
society under the socialist regime, China is seeking new terms of social contract which can be adjusted to the
current global market order. However, social strains are mounting. China’s increasing rate of labor disputes in
the last ten years has hit record highs and displayed the urgent need for a new form of conflict resolution
mechanism.18 Recognizing the risks entailed by its fast-growing economy, the Chinese government started to
speculate about the sustainability of Chinese companies and the country as well. Deng Xiaoping’s development
paradigm based on “development first,” and “fast and continuous growth” were called into question. Today, a
distribution-oriented development paradigm is progressively gaining momentum in China. In the 11th Five-Year
development plan, the Hu Jintao administration announced its commitment to enhancing the sustainability of
Chinese society and companies. Consequently, it set forth three top priority policies: “Human-oriented society,”
“Construction of a harmonious society,” “Scientific development.” In parallel, the administration promoted
“environment-friendly, highly-efficient and resource-saving strategies toward 2020” in its pursuit of equal
development across China. All these policies and strategies aim to enhance the sustainable development of
China.19
In its efforts to help Chinese companies promptly deal with the pressure from MNCs and international
organizations, the Chinese government is developing guidelines for CSR performance evaluation by sponsoring
government-affiliated research bodies. These research institutions conduct case studies and develop standards
and evaluation tools. The Home-made CSR Standard, China CSR Management System Guidelines, the
Compilation of Best Practice and the Guidelines for the Preparation of CSR reports drawn up by the Ministry of
Commerce are examples of this. It is noteworthy that China is putting considerable efforts into creating its own
standards that are suitable to the local context, instead of applying international standards at face value.

17

Korea Institute for International Economic Policy, Social, economic development objective and practical task of 11.5
plan (2006-2010), 03-54, 2003

18

Economic Forum between Korea and China, Labor-management relations of transition period, 07-06, 2007

19

National strategy research of China, Hee-ok Lee, Politeia, 2007
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In summary, the government-driven CSR still remains at an elementary level. CSR in China is evolving from
the stage of basic understanding towards one where the concept is incorporated into the company’s management
systems. However, it is noticeable that China’s willingness to define a long-term goal and to prompt appropriate
implementation policies is strong.
Some large companies like Haier took the lead in introducing CSR in its management approach. Awareness of
the importance of CSR is also rapidly spreading among export industries and large companies are pressing to
join the UN Global Compact.20 Nevertheless, Chinese companies are still timid in embodying CSR, for whom
CSR is a Western values-driven concept. Despite the increasing number of UN Global Compact subscriptions
by Chinese companies, they are not active in concretizing their commitment. Indeed, Chinese companies have
initially been driven by short-term strategies that make use of CSR to suit international buyers. The level of CSR
participation also shows significant variations depending on the level of economic development, field of interest
and region. For example, companies operating in Guangdong Province where export industries and foreign
direct investment (FDI) are centered (this region accounts for about a third of total exports in China) show
active participation in CSR activities, whereas in other regions, companies reveal low participation.

(3) The current status of CSR-related publications in China21
The history of CSR report publication in China started in 1999, when Shell China first published a sustainability
report. 2006 was the year when publication of sustainability reports really accelerated in China, increasing at the
fastest pace in seven years. Twelve out of eighteen reports published in 2006 were by companies publishing for
the first time.

< Figure 4> Development of Chinese companies’ sustainability report publication

※Source: A journey to discover values, Syntao

The increase in the number of CSR-related reports published by Chinese companies can be determined by
external pull factors and internal push factors. As external pull factors, Western companies have brought labor

20

Jacylyn Y.J. SHI, Corporate social responsibility for developing country companies – lost war in pertaining global
competitiveness, World Trade Institute, 2007
21

A journey to discover values, Syntao, 2007
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practices in China into focus as an increasing number of Western companies have outsourced their production to
China. Besides, China’s growth in industrial production has turned the world’s attention to the consequences for
the external environment in China.22 Under these circumstances, Chinese companies were solicited to disclose
specific information related to business operations. Internal push factors include the role of the Chinese
government as an endorser of CSR on the one hand, and the role of state-owned companies as leaders in
incorporating CSR on the other hand. In 2004, the state-owned Asset Supervision and Administration
Commission of the State Council and the Department of Construction Management at Tsinghua University set
up a joint team for sustainability reporting in China. In early 2006, the Ministry of Commerce’s Transnational
Corporation Research Center published the first edition of a “Guideline for China’s CSR.” In addition to the
government’s efforts, state-owned companies were ahead of other private companies in disclosing their social
performance information. A survey conducted by Syntao revealed that Chinese companies published CSR
reports in order to raise their reputation and to support the government’s policy.
Furthermore, other Chinese companies began to recognize the strategic importance of CSR. These companies
now see CSR as an opportunity to attract foreign buyers and investors ahead of the 2008 Beijing Olympics and
2010 Expo. Accordingly, further increase in the numbers of CSR report publications can be expected in the
future.

3) Japan
(1) The historical background of CSR development in Japan
CSR in Japan has evolved in line with Japanese companies’ response patterns to changing social conditions and
raising public awareness of the issue. Kawamura explains that CSR in contemporary Japan started in the 1960s
after the 1956 resolution of “Awareness and Practice of the Social Responsibility of Businessmen” by the Keizai
Doyukai, one of great watersheds in Japan’s CSR history. Kawamura breaks down the history of CSR
development in Japan into 5 phases.

Phase I (1960s) : industrial pollution and a series of related diseases resulted from heavy chemical industrial
development. This raised the issue of corporate liability regarding the environment.
Phase II (1970s) : criticism of the supremacy of corporate profits and an unreasonable market price in the post oil shock era.
Phase III (1980s) : a number of cases of sokaiya racketeering occurred. Corporate ethics management was at
stake.
Phase IV (1990s) : as the economic bubble popped, unchecked corporate wrongdoings and internal
inconsistencies emerged.
Phase V (2000s) : CSR was revived. The introduction of SRI in Japan put pressure on companies for public
disclosure and commitment to CSR. Many Japanese companies were subject to environmental and social
assessment by Western investors.

22

Buhmann, Karin, Corportate Social Responsibility in China: Current Issues and Their Relevance for Implementation of
Law, The Copenhagen Journal of Asian Studies, no. 22, 2005.
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(2) The status of CSR awareness between the Japanese government and companies
Against this backdrop, CSR developments in Japan can be characterized by three main features. First, a
distinguished environmental management system was set up in response to vocal demands for corporate
environmental responsibility. This explains why many Japanese companies publish environmental reports
preceding their CSR report publication. Second, corporate scandals in the 1990s and 2000s drew attention to
corporate ethics. The emphasis on ethical management put compliance and the corporate governance structure at
the heart of the CSR issue. Third, as a result of reflection on the predominance of corporate profits, active
communication with stakeholders and transparency in information disclosure lay down CSR in Japan.
In addition, Shepard and Wokutch believe CSR in Japan is closely linked to society’s moral values. While
altruism has been the driving force of CSR in the West, the business-society paradigm of moral unity in Japan
has been built on such Confucius duty-based relationships as the vassal/lord and parent/child relationship. That
is, the community of stakeholders is defined by the companies’ own perception of duty. The strong sense of
duty towards its consumers and employees characterized corporate social responsibility. For the same reason,
some consumers were excluded from this community of stakeholders. A different set of moral standards existed
for out-of-community groups, like ethnic minorities and foreigners. Shepard and Wokutch explain that the
homogeneity of Japanese society played a major role in forming the narrowly-defined CSR.
Furthermore, in the post World War II era, a national consensus was built that economic development was the
only way to restore Japanese society and recover the loss of national pride. From this point of view, companies’
contribution to economic development itself was considered ethical, as corporate profits were believed to
contribute to society’s revival. But as the economy grew and Japanese companies penetrated overseas markets,
the profit-centered corporate behavior raised criticism abroad. Consequently, this criticism from abroad gave
impetus to CSR management in Japanese companies’ overseas operations and resulted in pressure for better
CSR management back in Japan.

(3) The current status of CSR-related publication in Japan
The history and current status of CSR report publication in Japan indicate a higher level of awareness of
sustainability management among Japanese companies than that of Korean and Chinese counterparts.
Japanese companies are the third largest sustainability report producers among others registered to
“Corporateregister.com.” As pollution came to be regarded as a social problem in Japan ealier than in Korea and
China, Japanese companies began to produce environmental reports from the beginning of the 1990s, a decade
earlier than in Korea and in Japan. Since the end of the 1990s, the number of companies voluntarily producing
such reports has increased dramatically23.

23

Mukoyama, Atsuo, Development and Background of Social and Environmental Reporting in Japan, Osaka City
University

32

East Asia’s Response

HERI Sustainability Management Research

< Figure 5> Publication figures for Japanese companies’ environmental reports: sustainability report included

※ Source: Japanese Ministry of Environment, Status of environment-friendly corporate activities, 2006

Since the beginning of the new millenium, Japanese companies have started looking beyond environmental
responsibility and revived their interest in corporate social responsibility. This change in attitudes has
accordingly been reflected in changes in both content and framework. Environmental reports have progressively
evolved to include performance in such areas as human rights, labor practices and societal issues. Nowadays a
mounting number of Japanese companies disclose their non-financial performance under the name of
sustainability reports, CSR reports and environmental and social reports.

<Table 2> Publication figures for Japanese companies’ sustainability reports
Sustainability Report

CSR Report

Environment and Social Report

2003

49(24)

14(8)

－

2004

54(36 )

50(30 )

222(157)

2005

50(24 )

202(124 )

252(180)

※ Number of listed companies is given in parentheses
※ Source: Japanese Ministry of Environment, Status of environment-friendly corporate activities, 2006

2. Comparison of information disclosure in Japan, China and Korea
Korean companies showed a relatively high level of information disclosure rates according to analysis of the information
disclosure rates of 49 Korean, Chinese and Japanese companies listed in the Fortune Global 500.This result was based on
analysis of whether the sustainability report contains sufficient information required by 49 core indicators which were
“likely to be of interest to most stakeholders, material to most organizations and generally applicable” among 79
performance indicators in the GRI guidelines. For this analysis, 49 Korean, Chinese and Japanese companies included in
Fortune Global 500 (8 Chinese companies, 36 Japanese companies and 6 Korean companies) were examined and the table
below shows the subcategory-specific information disclosure rate on a scale of 100. Analysis showed that the average
score of 6 Korean companies listed in the Fortune Global 500 was 44.2, higher than the 33.2 average score of Korean,
Chinese and Japanese companies combined. According to country-specific comparisons, Korean companies received a
much higher score than Japanese counterparts who earned 31.9 or Chinese counterparts who earned 30.6.
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In the environment category, Korean companies scored an information disclosure rate of 54.9, slightly higher than that of
Japanese companies who earned 51.8. However, Chinese companies showed markedly low performance in environmentrelated information disclosure.

<Table 3> Information disclosure rate of Chinese, Japanese and Korean companies by subcategories
Country

Overall

Economy Environment

Labor

Human Rights

Society

Product Responsibility

Korea

44.2

45.2

54.9

61.1

19.4

22.2

29.2

China

30.6

39.3

30.9

44.4

12.5

16.7

31.3

Japan

31.9

24.6

51.8

37.7

8.8

3.2

25

Korea◦China◦Japan

33.2

29.4

48.8

41.6

10.7

7.7

26.5

※Source: Hankyoreh Economic Research Institute

The society category consists of four subcategories: labor, human rights, society and product responsibility. In
the society category, the most significant and common feature among Korean, Chinese and Japanese companies
is the fact that the reports of the three countries do not include any information about public policy positions or
participation in political activities such as political contributions. Corporate ethics management necessitates, as a
prerequisite, information disclosure about companies’ lobbying or participation in public policy development
that affects the interests of companies and their financial or in-kind contributions to political parties or
politicians. Nonetheless, even companies with a high information disclosure rate in the society category did not
include such information.
Another significant indicator in the society category was social impact assessment and related programs. This
indicator was designed to measure the effectiveness of a company’s management system and its impact on
communities where it operates in the human rights and social dimension. However, most companies of the three
countries did not provide information on this indicator. Such lack of information may indicate an absence of a
comprehensive approach to deal with the company’s social impact on communities.
Standard deviation of the information disclosure rate has a significant meaning in terms of the practices of the
sustainability reporting. In countries such as Japan where the average information disclosure rate is not very
high but the standard deviation is low, it can be interpreted to mean that its own reporting practices have been
established even though the GRI global guidelines are not the basis for reporting. A lower standard deviation
implies that more internalized reporting practices are performed by companies in that country. On the other hand,
if the average information disclosure rate is higher, it means that the practices of the country are more closely
linked to global standards. Japanese companies showed the lowest standard deviation with 7.3 followed by
Korean companies with 7.5. Indeed, in comparison with China where information disclosure varies a lot
according to the company, information disclosure for stakeholders is relatively common for Korean and
Japanese companies due to the release of environmental reports.

<Table 4> Standard deviation of Korean, Chinese and Japanese companies by GRI subcategories
Classification

Overall

Economy

Environment

Labor

Human Rights

Society Product Responsibility

Korean Companies

7.5

26.2

12.7

11.7

19.5

17.2

10.2

Chinese Companies

17.8

23.0

22.2

22.2

7.7

19.9

25.9

Japanese Companies

7.3

10.6

17.3

12.3

15.2

6.7

18.9

※Source: Hankyoreh Economic Research Institute
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1) Korean companies
Korean companies showed a higher level of information disclosure than Chinese and Japanese companies because all of
the six Korean companies analyzed here were large corporations not only for the domestic market but also for the global
market. Moreover, they had published sustainability reports at least twice in the past. They were aware of the information
GRI indicators required and had organized the information in an efficient manner. They had already disclosed
comprehensive information on their environmental performance since they had published environmental reports. Thus the
Korean companies were able to disclose information on social performance skillfully through an internally created data
management system using GRI guidelines, the global standard for reporting.

<Table 5> Information disclosure rate of Korean companies
Ranking

Name of Company

Overall

Economy

Environment

Society24

1

Hyundai Motor

55.1

28.6

70.6

52.0

2
3

Korea Electric Power
POSCO

51.0
44.9

85.7
57.1

47.1
52.9

44.0
36.0

4

SK Energy

38.8

14.3

64.7

28.0

4
6

KT
Samsung Electronics

38.8
36.7

57.1
28.6

35.3
58.8

36.0
24.0

Average

44.2

45.2

54.9

36.7

※Source: Hankyoreh Economic Research Institute

When Korean companies were compared among each other, Hyundai Motor scored the highest for its information
disclosure rate among the six companies. Hyundai Motor scored 55.1 followed by the Korea Electronic Power Corporation
with 51.0, Posco with 44.9, SK Energy and KTwith 38.8, and lastly Samsung Electronics with 36.7. However, though
Hyundai Motot obtained the highest information disclosure rate in the environmental and social categories, it earned a
lower information disclosure rate than other companies in the economy category.
Company-specific comparison of the information disclosure rate for each category is as follows: in the economy category,
SK Energy scored 14.3, the lowest figure among six companies because it disclosed information on only one out of seven
core indicators related to economic performance; the Korea Electric Power Corporation earned the highest rate of 85.7;
Posco and KT earned 57.1, while Hyundai Motot and Samsung Electronics scored 28.6. In the economy category, none of
the six companies disclosed information on EC6. In other words, they did not provide detailed information on policies,
practices and percentages of local procurement for significant location of their operations.
In the environment category, Hyundai Motot disclosed the most amount of information with a score of 70.6. In the
environment category where companies are required to use quantified data for information disclosure, Korean companies
utilized graphs and figures to provide a variety of information in a more digestible manner. In particular, Samsung
Electronics reported the amount of raw and sub material used for each product so that the readers could check which
product consumes the largest amount of material. The company also created an environment web for each product in order
to provide environmental information related to each product. In Korean society where environmental management
evolved as a part of CSR, Korean companies analyzed in this report have taken the lead in environment-friendly
management practices.

24

Society has for subcategories: labor practices, human rights, society, and product responsibility.
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In the society category, information disclosure was measured according to four subcategories: labor, human
rights, society and product responsibility. All six companies showed lower information disclosure rates in the
society category compared to each company’s overall disclosure rate. A high information disclosure rate by the
Korean companies in the labor category could be attributed to the fact that GRI indicators for labor performance mostly
concerned the workforce structure, training, welfare and occupational safety. In this regard, these six companies could
invest more in their employees and provide their employees with more personal and career development opportunities,
since they are large companies with a high investment return. In contrast, Korean companies had low information
disclosure rates in the subcategory of human rights. Korean companies need more deliberation on the overall dimension of
human rights and to be more aware of the role that companies need to play in realizing the human rights not only of their
employees but of all affected stakeholders.

2) Chinese companies

<Table 6> Information disclosure rate of Chinese companies
Ranking

Name of Company

Overall

Economy

Environment

Society

1

Baosteel

59.2

85.7

58.8

52.0

2

China Ocean Shipping

57.1

57.1

64.7

52.0

3

China National Petroleum Corporation

28.6

41.2

29.4

20.0

4

China Mobile

24.5

14.3

23.5

28.0

5

Sinopec

20.4

42.9

23.5

12.0

5

State Grid

20.4

28.6

5.9

28.0

5

CNOOC

20.4

28.6

23.5

16.0

8

China United Telecommunication Corporation

14.3

28.6

5.9

16.0

Average

30.6

39.3

30.9

28.0

※Source: Hankyoreh Economic Research Institute

Baosteel scored highest among Chinese companies in terms of the overall information disclosure rate. The total
average was 30.6, lower than the average figure for Korean, Chinese and Japanese companies combined. Except
for the two top companies, China Ocean Shipping and Baosteel, the rest of the Chinese companies showed
below-average disclosure rates according to GRI Guidelines.
In the economy category, Baosteel ranked first with a disclosure rate of 85.7. The Chinese national average of
this category was 39.5, the only category that compared favorably with the combined average of companies
from all three countries. However, the deviation between no. 1 and no. 8 with the companies was very large and
the companies mostly placed the emphasis on EC1, EC8 and EC9 in relation to information disclosure.
This reflected the businesses’ focus on the “construction of a harmonized community,” which was one of the
stated goals of the government’s 11th Five-Year plan. Companies mentioned the win-win concept in the report
where businesses and the society grow together. The disclosed data centered not only on economic gains
generated from management activities but also indirect economic effects on undeveloped regions. However, the
reports did not mention specific details such as the number of quality jobs created in the community or whether
appropriate wages and employment benefits were offered. In addition, it appeared that the companies had no
grasp of the type of crisis or opportunities that could be brought on by environmental changes. In other words,
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the activities of the companies were merely part of their support for governmental policies, rather than one of
their long-term strategic moves to achieve business goals.
With respect to the environment category, China Ocean Shipping topped the list but the Chinese overall average
stood at 30.9, much lower than the average for Korean and Japanese companies.
The major content of environment-related information by Chinese companies included their efforts to conserve
energy, enhance efficiency and manufacture/provide products and services that do not have a harmful effect on
the environment. Considering Chinese companies’ reluctance to disclose specific numbers, it was noticeable that
the reports did nevertheless include specific investment data for environment-friendly management. This
appears to be part of concerted individual efforts to demonstrate to the government and global businesses each
company’s environment protection activities.
Furthermore, the environment category of the sustainability reports filed by China mainly cited their data of
choice rather than providing information in compliance with specific standards. In particular, while the GRI G3
Guidelines require the reporting of quantified numbers in detail, Chinese companies largely failed to present
such numbers. Rather, they partially provided quantified figures of energy conservation and CO₂ reduction to
prove their performance. Moreover, the reports rarely mentioned the amount of raw materials used, the use of
direct energy, use of materials that destroy the ozone layer, emission of air pollutants, biodiversity, etc.
Meanwhile, all companies except for State Grid had obtained ISO14000 and ISO14001 certification. Although
they had not obtained company-wide certification, even partial certification of major companies is proof of their
efforts to adhere to international standards.
In the society category, all of the Chinese companies, except one, displayed a lower information disclosure rate
compared to the average of each company’s overall disclosure rate. Although the companies did not actively
disclose specific figures such as the turnover rate, injury rate, and wage rates, etc., all of them provided a
relatively large amount of information on employee assistance programs. All subject companies provided
specific information on the training of the prevention and control of serious diseases and lifelong education
programs. Five of the eight companies specifically stated the average number of hours per annum devoted to
training. The reports demonstrated that employee benefits were being reformed to accommodate the five
categories of social insurance provided for by the Chinese government.25
The least disclosed subcategory among the six was human rights. Most companies gave information on only one
indicator out of six and two of the companies did not give any. The only indicator for which the companies
provided information was related to association and collective bargaining rights, and virtually no information
was disclosed regarding human rights.

3) Japanese companies
<Table 7> Information disclosure rate of Japanese companies
Rankimg

Name of Company

Overall

Economy

Environment

Society

1

Mazda

44.9

42.9

52.9

40.0

2

Sony

40.8

28.6

64.7

28.0

2

NYK (Nipppon Yusen)

40.8

28.6

64.7

28.0

25

Social insurance system in China includes old-age insurance, unemployment insurance, medical insurance, workrelated injury insurance and maternity insurance.
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2

Sumitomo Chemical

40.8

28.6

70.6

24.0

5

Tokyo Electric

38.8

28.6

47.1

36.0

5

Canon

38.8

14.3

58.8

32.0

5

Ricoh

38.8

28.6

64.7

24.0

5

Hitachi

38.8

28.6

64.7

24.0

5

Fujifilm Holdings

38.8

14.3

58.8

32.0

10

Matsushita Group

36.7

28.6

76.5

12.0

10

Toshiba

36.7

28.6

58.8

24.0

10

Sharp

36.7

14.3

64.7

24.0

13

Kajima

34.7

28.6

58.8

20.0

13

Chubu Electric Power

34.7

14.3

58.8

24.0

13

Fujitsu

34.7

14.3

76.5

12.0

13

Sanyo

34.7

14.3

64.7

20.0

13

Sumitomo Electric

34.7

14.3

64.7

20.0

18

Toyota

32.7

42.9

41.2

24.0

18

NEC

32.7

14.3

76.5

8.0

18

Nippon Steel

32.7

42.9

52.9

16.0

18

Komatsu

32.7

14.3

58.8

20.0

18

East Japan Railways

32.7

28.6

64.7

12.0

23

Cosmo Oil

30.6

14.3

58.8

16.0

23

Mitsubishi

30.6

42.9

41.2

20.0

23

AEON

30.6

28.6

47.1

20.0

26

Mitsui

28.6

28.6

35.3

24.0

27

NTT

26.5

14.3

52.9

12.0

27

Mitsubishi UFJ Financial Group

26.5

14.3

47.1

16.0

29

Nippon Oil

24.5

14.3

47.1

12.0

30

Aisin Seiki

22.4

28.6

29.4

16.0

30

Nissan

22.4

42.9

11.8

24.0

30

Marubeni

22.4

14.3

41.2

12.0

33

Itochu

20.4

14.3

29.4

16.0

33

Mitsui Sumitomo Insurance

20.4

28.6

35.3

8.0

35

JAL

18.4

14.3

17.6

20.0

36

Honda

16.3

42.9

5.9

16.0

Average

31.9

24.6

51.8

20.4

※Source: Hankyoreh Economic Research Institute
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According to overall analysis of the level of information disclosure, Mazda scored 44.9 and was ranked first
among Japanese companies. However, Mazda’s information disclosure rate is very low compared with the 59.2
given to Baosteel, the top-ranked company among Chinese companies.
The average information disclosure rate of Japanese companies was 31.9, slightly higher than that of Chinese
counterparts (30.6). Out of a total of 36 companies, 61.1% or 22 companies earned information disclosure rates
higher than the average.
According to category-specific level of information disclosure, in terms of economic performance, the five car
makers including Honda, Toyota, Nissan, Mazda and Mitsubishi combined to rank first with 42.9.
In the environment category, in particular, 61% of all the companies analyzed earned an average score of 51.8 or
more, implying that Japanese companies showed a stable tendency to disclose environmental information. When
each environmental indicator was examined, Japanese companies showed an excellent level of information
disclosure since it was hard to find an indicator for which Japanese companies did not disclose information. It is
noteworthy that electronic companies of Japan even reported energy consumption and emission rates of harmful
substances from their consumer products. EN3, EN4 and EN16 through EN21 mostly covered consumption of
energy resources and emission of harmful substances over multiple phases such as production process,
distribution, consumption and recycling. The amount of energy used by consumers and the emission of harmful
substances were disclosed even though these figures are not among GRI indicators. The above fact suggested
that the companies considered consumers’ use of their products in the scope of corporate responsibility for
environmental pollution.
Observation of each indicator in the society category revealed three important characteristics.
First, indicators related to labor diversity are not specifically mentioned. Compliance improvement with gender
equality and the principle of non-discrimination can be measured by the proportion of women in managerial
positions, the rate of minority groups and the rate of disabled as a percentage of the workforce. Nonetheless,
those indicators were entirely excluded from the reports of Japanese companies. Japan has already witnessed
much controversy over discrimination against foreigners in Japan, Japanese-born Koreans and Burakumin
(descendants of people who had lowly occupations in the past) and for the indifference shown to career
development opportunities of women workers. However, there was no way to follow up on these issues due to
the lack of any statistics reflecting an improvement in this area by individual companies.
Second, the average length of service of employees was reported in general while this was not among GRI
indicators. Life-long employment was a fundamental ingredient that dictated Japan’s employment system.
Therefore, employees’ loyalty was key to the sustainability management of companies. Accordingly, the
average length of service was an especially important factor for sustainability management of Japanese
companies. However, the average ratio of irregular workers in 2006 and 2007 was steadily increasing. Statistics
from the Japan Institute of Labor showed the ratio of irregular workers to regular workers was 1:3 (33-34%), but
companies did not include any information of this kind in their reports.
The third characteristic found in the society category was the lack of information on the implementation status
of labor-related issues concerning freedom of association, collective bargaining rights and the retirement
pension system.
The reports did not include information on the current status and improvement of the rights of labor union
members, the status of official communication channels between management and labor, or the status of the
retirement system for post-retirement life of its former employees. To explain this, Tanamoto and Suzuki26

26

Tanimoto, Kanji, Suzuki, Kenji, Corporate social responsibility in Japan: analyzing the participating companies in
global reporting initiative, 2005, http://swopec.hhs.se/eijswp/papers/eijswp0208.pdf
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believed that cultural issues made Japanese companies more likely than its western counterparts to avert some
issues included in the GRI guidelines. On the other hand, Xiaoyong27 points out in his book that labor issues
have long been an important factor in Japanese society’s policy-making. Therefore, he continues, companies do
not feel the need for bringing out the issues in another form of corporate social responsibility. According to his
explanation, another way to explain the omission of labor-related statistics was Japanese companies’ preference
for cultural approaches rather than formalities when it comes to the resolution of labor-related issues. Despite
Japanese companies’ high awareness of corporate social responsibility, they seem to prefer improving corporate
culture steadily by establishing philosophy or principles, unlike western companies which are more likely to
formulate concrete policies to guarantee employees’ rights. Therefore, any improvement status among Japanese
companies was unlikely to be captured by GRI indicators which mainly measure policy implementation by
means of quantifiable data.

3. Country-specific assessment of Japan, China and Korea

1) Characteristics and achievement of sustainability management of Korean companies
Observation of sustainability reports indicates that Korean companies have the following characteristics related
to sustainability management.
First, Korean companies have not yet refined an organizational structure for implementation of sustainability
management. As explained above in the context of CSR developments in Korean society, Korean companies
have been recently moving away from a business management model focusing on ethical management,
environmental management and social contribution, and towards one of sustainability management
encompassing economy, society and environment. In other words, with respect to ethical management and
environmental management, Korean companies have made progress in setting an organizational vision at the
company level and connecting it with the management system, but they have yet to provide a systematic way for
sustainability management that addresses all the issues related to CSR. Even though the principle of
sustainability management has been declared on many occasions, there has not yet been a case where the CEO
took the initiative in addressing the issue of sustainability management directly. However, Korean companies
analyzed for this report are taking actions such as the creation of a task force in a systematic endeavor to pursue
sustainability management. For example, the Business Innovation Department of POSCO has a CSM team that
is responsible for sustainability management. The Korea Electric Power Corporation appointed 5 outside experts
on the economy, environment, society, human and overseas issues in May 2007 as advisory members for
sustainability management, in order to receive their advice on general matters relating to sustainability
management and to develop policies appropriate. KT created a CSR committee under the control of the CEO in
the pursuit of socially responsible action. While Korea Electric Power Corporation has an advisory committee
composed of non-standing members from outside the company, KT has a substantive organization comprised of
7 standing members and other non-standing members who review performance in 8 areas in accordance with an
annual plan.
Another noticeable activity is identification of issues related to sustainability management and response to these
issues. POSCO examines and controls the impact of corporate activities on the environment and society by
analyzing issues related to sustainability management in the context of corporate activities (production–

27

Xiaoyong, Hu, Corporate code of conduct and labor-related corporate social responsibility: analyzing the self-regulatory
mechanisms of multinational companies and their impact on developing countries, 2006, pp.42-25,
http://www.jil.go.jp/profile/documents/Hu.pdf
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procurement–sales–audit–finance–personnel management–promotion–administration–others) and the scope of
the impact (business site–supplier/customer–region–world). In order to pursue sustainability management, KT
conducted a program that involved the participation of stakeholders in the fourth quarter of 2007 and analyzed
the importance of the major issues identified.
Second, activities for environmental management activities are noticeable. Since these companies are global
players and operate their business in industrial sectors such as steel and power, which are sensitive to
environmental issues, they adopted sustainability management relatively early and are now implementing it. In
1996, when the environmental management system was adopted, the Suwon plant of Samsung Electronics
became the first one to gain ISO14001 certification. Since then, not only domestic plants but also most of the
overseas plants have earned certification of the environmental management system.28 Hyundai Motor Company,
POSCO, KEPCO and Samsung Electronics are proactively promoting environmental management seen as
their efforts to formulate an environment committee chaired by the CEO and sub-committees to respond to
environmental issues.
Environmental management explained above is also applied to component suppliers and has led to the
establishment of environment-friendly supply networks. Hyundai Motor Company has disseminated
environmental standards stipulating environmental requirements for its suppliers with respect to component
production, in an endeavor to actively respond to global environmental regulations, and encourages its suppliers
to comply with the standards. Meanwhile, POSCO has conducted a Green Partnership Project since 2003,
playing a leading role in encouraging suppliers to adopt environmental management practices. Thanks to these
efforts, 9 suppliers were ISO 14001-certified and 12 companies released environment reports.
Third, there are insufficient efforts to secure diversity. It may be true that consideration of minority ethnic
groups is not a major issue because racial issues are not as serious in Korea as in North America or Europe.
Nonetheless, in the context of diversity, there is a need for more active efforts with respect to utilization of the
female workforce, employment of the disabled and the issue of temporary workers. Sustainability reports imply
that Korean companies are not making enough effort to encourage diversity. There are some on-going efforts
particularly among public sector corporations to promote the employment of women and to meet the legal
requirement that disabled employees represent 2% of the entire workforce29, but despite such efforts, there has
not been much progress. In particular, it reflects poorly on large companies that, with their significant
engagement in the employment of temporary workers in Korean society, they do not tackle the issue more
actively.
Fourth, Korean companies are not active in human rights management. According to analysis of the information
disclosure rate, Korean companies earned a higher rate than Japanese or Chinese companies. Nonetheless, the
information disclosure rate is much lower compared with the disclosure rate for the labor or environment
categories. As seen in the efforts to control the environment-friendly supply network, where environmental
management has been extended to suppliers, human rights management has in contrast not been developed to
the same extent. With respect to human rights policies, Korean companies should go beyond internal policies to
deal with the issue seriously in the context of their relationship with other companies which they conduct
transactions with. However, they have yet to go that far. Even though they have human rights policies in place,

28

According to the sustainability report of Samsung Electronics, one plant in the American region is now making an
attempt to be certified ISO14001. All of the remaining plants have had their environmental management system certified.
29

Samsung Electronics incorporated Mugunghwa Electronics in order to help the disabled provide for themselves and
promote employment of the disabled. Out of a total of 180 employees, 130 are disabled. The company develops and
produces wireless handy vacuum cleaners and steam cleaners. It has grown into a medium size company that sells the
products not only in the domestic market but also overseas.
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only their own employees are protected. In other words, there are only explanations about internal compliance
with anti-discrimination policies, prevention of sexual harassment, adherence to the legal prohibition of child
/compulsory labor and protection of the rights of assembly for their own employees. Efforts for dissemination
and expansion are insufficient in this area, unlike with environmental management.
It is true that human rights is less likely to become an issue at sites located in Korea, North America and Europe.
The situation is, however, different for plants and suppliers located in South America or Southeast Asia. If a
business site is located in a place where working conditions are relatively poor and basic rights of workers are
not protected, human rights issues on the part of the suppliers should be reviewed. Advanced manufacturers
conduct audits on their suppliers and demand certification with respect to labor and human rights in order to
promote human rights of employees. In addition, advanced financial institutions adopt the equator principles on
the basis of which they reject project financing that destroys the environment and deprives native people of their
rights. In this regard, Korean companies need to look at the activities described above.
The last characteristic is the active practice of ethical management. Corruption-related issues derived mostly
from collusion between politics and business were one of the big obstacles to development of the Korean society.
Consequently, Korean companies sought to practice ethical management actively as part of efforts to solve
corruption issues. POSCO is the primary example. Its CEO’s remark that “if when you are doing business, the
business ethics contradict the company’s profit-oriented goals, then business ethics should take precedence”
exhibits the company’s commitment to corporate ethics. POSCO’s rules of conduct adopted in 2003 define the
company’s responsibility to its stakeholders and criteria for ethical conduct of its employees and officers. The
company not only educates the entire workforce but also reflects corporate ethics in personnel evaluation so that
corporate ethics dictate the conduct of its employees. POSCO also prepared a special provision for ethical
practices which impose restrictions on transactions if its business partner performs such acts as receipt and/or
offer of economic benefits. In addition, a domestic company that starts its business relationship with POSCO is
required by the contract to attend the corporate ethics presentation. As explained so far, POSCO’s business
ethics practices even affect its business relationships.
All of the Korean companies including POSCO that were analyzed for this report are active in ethical
management. They not only provide internal education but also operate a bureau to respond actively to ethical
issues. In addition, they resolve to eradicate unethical behavior by establishing an audit office or a center to
which unethical behavior can be reported. However, despite this strong commitment to practicing ethical
management, systemized schemes and relevant monitoring systems, it remains true that unethical behavior is
still present. In particular, in Korean society, it is pointed out that practice of business ethics cannot be easily
applied to the owner of the group or CEO. Indeed, while an employee is subjected to harsh punishment such as
dismissal for unethical behavior, such standards are not commonly applied to the owner of a large company. It is
needless to say that business ethics should be applied to any member of the organization. Nonetheless, the
owner or executives of a business group are not judged the same way. Korean companies need to pay attention
to this situation.
We have examined above the sustainability management of Korean companies listed in Fortune Global 500. In
comparison with advanced companies in foreign countries, Korean companies seem to be late in adopting
sustainability management. However, the rapid introduction of sustainability management is clearly evident
particularly among large companies. Indeed, rapid changes have taken place over a relatively short period of
time even though awareness of sustainability management differs significantly between large companies and
small- and medium-sized companies, and progress in actual implementation varies according to the company.
Now is the time to complete improvements that are still necessary for sustainability management and help
small- and medium-sized companies to prepare for sustainability management. This is because small- and
medium-sized companies cannot be free from social responsibility in the era of globalization. Since it can even
emerge as a new trade restriction, forward-looking measures are necessary. The first priority seems to be
creation of a governmental organization dedicated to sustainability management and construction of an
organized system at the national level. The government has a role to play because sustainability management is
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not only an issue for corporations but also an important contributor to creating social values based on
sustainable growth. In addition, Korean companies should do more than just follow in the footsteps of or
observe the activities of advanced companies. Given the fact that Korean companies are implementing
sustainability management relatively rapidly despite their late start, they need to make themselves good
examples of sustainability management now that sustainability management is coming into focus around the
world.

2) Characteristics and achievement of sustainability management of Chinese companies
In this chapter, we analyze the main characteristics observed in the CSR management of Chinese companies.
Since all of the eight companies analyzed in this chapter are state-owned, their CSR strategy reflects the Chinese
government’s position regarding CSR. As the Chinese government focuses on environmental protection,
occupational health and safety and community development, sample companies reporting their CSR
performance work their way around these topics. However, the implications of embracing CSR reaches far
beyond HSE and community outreach. CSR performance and the reporting of Chinese companies have a long
way to go. On the other hand, China Ocean Shipping (COSCO) and Baosteel are two companies that can
already be regarded as leaders for publishing comprehensive performance reports.
One of the most discernible features is an integrated approach to HSE (Health, Safety and Environment) in
forming CSR strategy. Unlike other countries, most of the Chinese companies analyzed had no separate strategy
for the environment and occupational health and safety. Indeed, an integrated approach regarding health, safety
and the environment is commonly observed in the early stages of social performance reporting. Korean and
Japanese companies also once employed an HSE strategy in their early stage of CSR reporting. Considering the
unequal distribution of economic development benefits and the low level of occupational safety and health
protection, coupled with a series of environmental disasters, this strategy reflects companies’ effort to cope with
the current challenges faced by Chinese companies.
In the field of environment, efforts are generally made for the reduction of energy consumption and CO₂
emission without reaching into issues beyond these two. Companies still lack time-bound and detailed goals.
Under these circumstances, a complete performance assessment is yet to be discussed.
Chinese companies hardly seem to be engaged in tackling global warming issues or seriously considering them
in daily corporate operations. The Economic Weekly recently released the results of a comparative study
between China’s top 500 companies and foreign global companies. According to the research, China’s energy
consumption per unit of GDP is ten times higher than that of Japan, five times that of the U.S., and three times
that of Canada.30 This proves that China’s rapid growth has resulted in great environmental and resource costs.
Nowadays there is the awareness that more investment and effort need to be made by companies in regard to the
environment. The Chinese government subsequently responded by formulating policy targets that urge Chinese
companies to reduce energy use and pollutant emissions. Baosteel, a state-owned company, brought up energysaving targets under the auspice of a voluntary agreement for energy-saving targets signed between the Chinese
government and Baosteel.
Nonetheless, even companies aware of environmental management lack a macro-level perspective in respect to
environmental conservation. Companies have reacted by rule of thumb when problems have arisen, and
maintaining a company’s competitiveness has always been the main goal of environment-related measures. This
explains in part why Chinese companies simply enumerate their energy saving and CO₂ emission reduction
efforts without displaying a clearly defined long-term management approach in the environmental area. By

30

People’s Daily, October 19. 2004 , http://english.people.com.cn/
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consequence, environment performance is only partially reported. This brings into question the reliability of
reported achievements due to the lack of explanation about the ways in which these achievements will cut CO₂
emissions and save energy. Chinese companies need to clearly define short and mid-term goals and accompany
them with a set of implementation strategies and monitoring processes.
It is still too premature to draw conclusions concerning the environment management of Chinese companies,
given the relatively short history of the companies’ commitment to the environment. Their environment
management system is yet to be sophisticated and a monitoring process and data verification system are also
required; therefore, performance reporting on the ground of quantified data has not been widely used.
Third, Chinese companies fail to specify in detail general issues related to labor standards, non-discrimination,
general welfare and human rights, except for basic safety protection measures.
In respect to human rights and labor standards, one of the features of Chinese companies is the absence of
detailed description on the efforts made and related outcome in issues like employment diversity, improvement
of the working environment and non-discrimination. Occupational health and safety policies in China focus on
basic issues: companies first established and are now strengthening safety culture, providing employees with
safety education, and on-the-job injury prevention measures. Accordingly, the majority of Chinese companies
have already set their targets and established implementation mechanisms. They have also made use of
monitoring systems. However, these policies still do not cover off-the-job injuries and diseases such as AIDS,
and they lack a comprehensive program for employment health and safety. Furthermore, the level of awareness
of employment health and safety is still very low among Chinese companies. Baosteel and China Ocean
Shipping Company (COSCO) are two companies which have set basic human rights principles. These two
companies measure their human rights and labor related performance by means of quantified data. Yet, other
companies fail to provide any explanation of fundamental issues like child labor, protection of women’ rights
and diversity.
The reason for the companies’ apparent lack of interest in those issues can be found in the communist party-led
management/employee relations. In the past, labor laws served to protect the Communist party’s rights rather
than protecting workers’ fundamental rights. Thus, labor laws did not necessarily reflect the need for protection
of vulnerable groups in the labor market such as women and children. However, there are now signs of change:
for example, a new labor contract law scheduled to come into effect on Jan. 1, 2008 with more worker-oriented
provisions. The law stipulates that employers must fully inform workers of their working conditions, and
compensation. It also limits the ability of employers to use temporary workers. Furthermore, the Assembly now
plays a expanded role in the management/employees relations even though it is subject to the Communist
Party’s regulation.
Fourth, CSR activities of Chinese companies are supportive of government policies. Their CSR activities attach
importance to philanthropic activities which mainly focus on local development and education. The emphasis on
equal development among provinces in China is often manifested in the company’s commitment statement to
sustainability management. In this context, Chinese companies seem to give more priority to community
development than to economic contribution and the environment in their CSR management. Most of the
surveyed companies reported contribution amounts for economic growth and community education programs in
undeveloped areas such as Tibet and remote Western provinces. . Another feature is that community
contributions are usually carried out in line with the company’s business activities. State Grid, for instance,
provided electricity to remote areas, while China United Telecommunication Corporation (UNICOM) installed
telecommunication facilities in previously unconnected provinces. Following the Chinese government’s policy
to enhance equal development through education across China, all of our selected companies actively engaged
in community education programs: education projects in the mid-western provinces of China, rural library
establishment grants, book donations, scholarship programs. These charitable contributions to the community
can be understood as part of efforts made by companies to address social issues in collaboration with the
government. Notwithstanding their focus on charitable contributions, Chinese companies still follow the statedefined approach to the matter rather than setting their own path. Their activities also lack continuity plans.
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Finally, concerning anti-corruption measures, Chinese companies show a strong willingness to enhance integrity
and punish rigorously those involved in bribery and corruption. The need for better transparency is common for
all three countries and all of the surveyed companies in the three nations have made efforts to reinforce
transparency. Still, China’s drive to reduce and ultimately eliminate corruption in day-to-day operations is
especially strong. This is in line with Chinese society’s growing repugnancy of corruption, as has been seen in
the government’s actions to safeguard the integrity of public employees. Inspired by social change, Chinese
companies gave a higher priority to the issue of anti-corruption measures in their CSR management. However,
China still lags behind when it comes to auditing. While Japanese and Korean companies, as an important part
of their anti-corruption strategy, made use of enhanced internal controls and independent auditing systems, as
required by the Sarbanes-Oxley Act, Chinese companies did not provide any explanation about their auditing
policies. Only a few leading companies such as Baosteel and the China National Petroleum Corporation (CNPC)
have done so, which makes it difficult to assess the general level of improvement on this issue.

3) Characteristics and achievement of sustainability management of Japanese companies
In this chapter, we analyzed key features of sustainability management of Japanese companies. The
management approach will be categorized in four areas in accordance with the ten principles of the UN Global
Compact: environment, human rights, labor practices, and anti-corruption. In each category, we selected a
system or policy from GRI indicators to assess the current status of policy implementation. Analysis focuses on
1) the Environment Management System (EMS), 2) Supply Chain Management (SCM), 3) the diversity of the
policy and welfare system, and 4) the terms of corporate ethics and accountability, compliance systems and
corporate codes of conduct.
In the environmental area, a solid and well-organized system underlies the environmental management of
Japanese companies. The environment management system (EMS) of Japanese companies can be determined by
three features. First, the abundance of environment-related data, often reporting more than is required by GRI,
indicates the soundness of the Japanese environmental management system. This is noteworthy since a
systemized mechanism of data collection is fundamental to better environmental management. Japanese
government also helped companies collect environmental data by establishing a standardized set of performance
indicators. The role of Japan’s Ministry of Environment was particularly crucial in setting standards. It put into
place both the Environmental Performance Indicators Guidelines for Organizations and the Environmental
Reporting Guidelines, published in 2002 and 2003 respectively. The Ministry of Economy, Trade and Industry
published Environmental Reporting Guidelines as well in 2001, and periodically revises the standards. Japanese
companies tend to refer to home-made standards rather than to the GRI standard.
Second, time-bound, specific targets and strategies for reducing environmental impact stand out. An exhaustive
and time-bound agenda-setting is also required for ISO 14001 certification.
Third, Japanese companies have steadily implemented environmental accounting as part of their environment
management system. Environmental Accounting standards were first published by the Ministry of Environment
in 2000 and subsequently revised in 2002 and 2005. Environmental Accounting (EA) complements
environmental management by measuring costs and benefits associated with environment conservation activities
in financial terms. It also contributes to communicating environment-related information to the company’s
stakeholders. Currently, a significant number of companies report on environmental accounting in their
sustainability report. GRI indicators generally coincide with Japan’s home-made standards. Japanese companies
whose sustainability report was written in accordance with their national standards tend to cover more
comprehensive environment-related activities than their Korean and Chinese counterparts. They also display the
impact of those activities on corporate financial performance more throughly compared to other East Asian
companies. In particular, use of environmental accounting goes beyond a simple effort to reduce the
environmental impact and consumption of resources. This has allowed Japanese companies to set up a coherent
environmental policy and a well-structured monitoring system.
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In regard to human rights, supply chain management has only recently been discussed among Japanese
companies. Strategy setting and subsequent policy implementation in this matter are generally carried out on
two chapters – Green Procurement Policy and human rights protection with special attention to labor standards.
While Green Procurement policy is at a relatively advanced stage, it is still too premature to monitor policy
implementation in the area of human rights. In their policy to suppliers and contractors, most Japanese
companies encourage their suppliers and contractors to be certified with ISO 14001, an internationally
recognized environment management standard. In contrast, the policy related to human rights protection and
labor standards is still in its infancy. Only a few MNCs in the automotive and electronics industries show
positive signs in this issue. Even high-profile MNCs remain timid in this regard as their supply chain policy is
limited to internal ethics standards such as respect for national laws and regulations and protection of privacy.
However, companies like Sony and AEON have taken the lead in extending human rights policies to their
suppliers.
In the field of labor practice, extended and improved maternity and elderly care leave systems are two major
elements underlying the welfare policy of Japanese companies. Welfare policies mainly focus on the
work/family balance. To do so, companies are introducing childcare leave for male employees, while expanding
the age of children eligible for childcare leave. The elderly care leave is also widespread among Japanese
companies. Concerns about a fast-declining workforce on account of the low birthrate and rapidly aging
population have led companies to step up in the interests of human resource development. This policy mirrors
the ‘Action Plan for the Next-Generation’ law which was enacted in 2003.
With regard to the retirement policy, reemployment and extended retirement age policies seem to prevail over
other types of assistance such as the pension plan. Companies are extending the retirement age from 60 to 65
and proposing reemployment to a defined category of employees. This retirement policy seems inspired by
Japan’s future perspective on economic growth being thwarted by shortages in the skilled workforce.
Finally, when it comes to the trend involving accountability and anticorruption measures, companies are newly
establishing or reforming their codes of conduct and tightening internal controls by reinforcing compliance
systems. Scandals involving Tokyo Electric Power Company (TEPCO) and Snow Brand, a dairy product
manufacturer, came to light in the early 2000s and this served to discredit Japanese companies as a whole.
TEPCO, for instance, was accused of having falsified the investigation record of its nuclear facilities, while
Snow Brand was denounced for intentionally mislabeling foreign beef as domestic beef to benefit from
government subsidies in 2002. These scandals led Japanese companies to renew their interest in ethics
management and compliance with respect to their CSR strategy. Nearly 90 % of analyzed companies adopted a
corporate code of conduct. Companies like NEC, Mitsubishi Motot, Kajima, Fujifilm, Toshiba and Nissan
revised their codes of conduct during 2006 and 2007.
In addition, codes of conduct are progressively reaching beyond national boundaries to overseas affiliates.
Japanese corporate codes of conduct stress compliance with laws and regulations, along with information
security and privacy policy against falsification and the risk of leakage of information.
Korean and Japanese companies do not manifest any major gaps in the development of ethical management
systems. Like their Korean counterparts, Japanese companies monitor operations by establishing a special
compliance committee. However, the committee mainly carries out a recommendatory and supervisory role, so
the inspection body is unlikely to wield binding power in a strict sense.
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1. Environmental performance of representative companies in the steel industry and
comparison of characteristics

1) Strategy and policy analysis
In Japan, China and Korea, the steel industry is a major sector that lays the foundation for the infrastructure of
the economy and represents a very high market share in the global marketplace. To analyze the major steel
companies in three countries, this report examines POSCO (Korea), Baosteel (China) and Nippon Steel (Japan).

<Table 8> Status of representative steel companies of Korea·China·Japan (2006)
Name of Company

Production output of crude steel (10,000 tons)

FG500 Ranking

POSCO

3005

244th

Baosteel

2174

307th

Nippon Steel

3660

171th

※Source: Hankyoreh Economic Research Institute

POSCO in Korea has implemented a structured environmental management system including environmental
measures, organization, evaluation equipment and environmental accounting system, with a vision for
enhancing corporate value based on environmental management.
The company formulates and implements environmental goals and action plans annually in continuous
cooperation with domestic and overseas research institutions. On a periodic basis, it undergoes an internal and
external environmental review to check whether its system is appropriate in accordance with ISO14001
requirements. Furthermore, it provides environmental education for its executives and employees. In addition, it
performs environmental impact assessments near steel mills and informs the results to the government and local
citizens. It completed design of an environmental accounting system and has implemented it since the end of
2003. It has also pursued development of environment-friendly products and carbon dioxide reduction
technology since 2002, and promoted Green Purchasing since July of that year. According to the above table,
early 2000 was a starting point for the active engagement of the company in environmental management.
However, it is still too premature to measure its achievements because its history of environmental management
is not long enough. As of now, the company is implementing internal monitoring and external auditing of the
existing management system, in an endeavor to improve environmental performance.
China-based Baosteel has a clear understanding of why CSR is necessary for a company and what impact environmental changes will have on the
industry going forward, based on the recognition that the steel sector is an energy- and resource-intensive industry. Accordingly, under the philosophy
of “Green management,” the company has set a specific goal defined by concrete numbers and is building an organization to achieve that goal.
Contrary to most Chinese companies that are only partially covered by ISO14001 certification, Baosteel has all
of its offices and subsidiaries certified. Furthermore, certification is renewed every year on a regular basis,
which is considered as part of the effort to continuously check and review its Environmental Management
System (EMS). Moreover, it spends 5% or more of its total investment on environmental management and
strives to develop technologies for the reduction of energy consumption and CO₂ emissions.
Nippon Steel in Japan provides concrete goals and strategies for environmental management even though it did
not draft goals or strategies relating to the overall domain of CSR, nor did it include them in the sustainability
report. Nippon Steel’s struggles with the oil shock and pollution issues before 1999 led the company to take an
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interest in and conduct research on environmental issues. Afterwards, it sensed the importance of global
warming at an earlier time than other companies (countries) and began the search for solutions. Therefore,
Nippon Steel and other Japanese companies have their own understanding of not only current but also past
environmental performance and are now embarking on the development of new technologies. Based on the
long-term goal of an “Environment and energy roadmap up to 2030,” Nippon Steel evaluates short- and longterm progress and identifies areas for improvement. In addition, it measures achievements made from the past to
the present and is transparent in its disclosing of issues to be reviewed in due course to achieve a specific goal at
a particular moment in time. Not only Nippon Steel but also all of its affiliates have been certified to ISO14001
standards. The company is considered to have a robust Environmental Management System including its
environmental accounting system.
In addition, the company does not see the scope of environmental management needs to be limited to the
national boundaries of Japan but instead construes it as a broader concept, even one which can help other
countries to be part of the solution to global warming, as its efforts to transfer Japan’s environmental technology
and know-how to countries such as China that are engaged in efforts to build their own environmental
management system.

2) Comparative analysis of sustainability management performance
The primary greenhouse gas produced by an integrated steel mill is the CO₂ from the coal that is used as a
reducing agent of iron ore. This means that the more iron and steel are produced, the more CO₂ is emitted. A
possible solution is reduction of CO₂ emissions using the following methods; ① technological development
to reduce CO₂ emissions per ton of crude steel, and ② energy conservation to reduce greenhouse gases
which will contribute to a decrease of CO₂ emissions.
Based on the above, as a way of evaluating performance in CO₂reduction which is considered an important
issue with respect to environmental performance, this report divides CO₂emissions by tons of crude steel and
examines the volume of CO₂reduction per ton of crude steel, in order to compare and evaluate representative
companies.

< Figure 6> Amount of CO₂emissions produced by representative steel companies of Korea·China·Japan

※Source: Hankyoreh Economic Research Institute
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As of 2006, Baosteel was the largest producer of CO₂ per ton of crude steel of the three companies, emitting
2.1 tons, followed by POSCO which spewed out 2.07 tons and Nippon Steel which emitted 1.83 tons. In other
words, Baosteel generated the largest amount of CO₂ emissions to produce a given ton of crude steel.
However, when three companies were analyzed in absolute numbers, no big difference was found. (Since
Baosteel only provided data for the year 2006, it will be excluded from the comparison with the previous year).
Since the oil shock of the 1990s, Nippon Steel has promoted process improvements to use renewable energy,
reduce CO₂ emissions and conserve energy. Thanks to these efforts, it succeeded in reducing energy
consumption by 20% or more. In addition, Japanese steel companies including Nippon Steel committed
themselves voluntarily to reducing energy consumption by 10% or more below 1990 levels until 2010, and the
whole country is making efforts to achieve this goal.
The effects of such policies are easily found in the year-on-year progress of Nippon Steel. CO₂ emissions
dropped by 1 % in 2005 and 2% in 2006 on a year-on-year basis. In other words, emissions fell steadily and
continuously, even though the decline was not dramatic.
On the contrary, CO₂ emitted by POSCO decreased 2 % in 2005 from the previous year but then increased
4 % in 2006 from the preceding year. POSCO attributed the increasing emission of CO₂ in 2006 to rising
production of molten pig iron for advanced steel and less purchasing of pellet ore which is being replaced by its
own production of sintered ore.
POSCO constructed a system to measure the volume of greenhouse gases generated in accordance with global
standards since 2005 when the Kyoto Protocol took effect and the company controls the level of CO₂
emissions produced. Moreover, the company affirmed its efforts to reduce greenhouse gases using various
technological developments. However, as of 2006, the mid- and long-term technology development project
designed to reduce CO₂ is still in the pipeline instead of being completed, and a company-wide greenhouse
management system will not be built until January 2006. Therefore, it is deemed that the effects of such efforts
may not be visible in the management performance in 2006 and that any positive effects should be reviewed
after 2007.

<Table 9> Change in CO₂ emissions produced by representative steel companies of Korea·China·Japan
(Unit: %, compared to the previous year’s output)
POSCO

Nippon Steel

Baosteel

2005

-2%

-1%

NA

2006

4%

-2%

NA

※Source: Hankyoreh Economic Research Institute

The steel industry is classified as a business that consumes a large amount of water, as do the chemical and
paper industries, and is considered a main culprit behind environmental issues such as the destruction of
biological diversity due to water shortage and water pollution. Therefore, this report compares and examines
water consumption of the three companies.
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< Figure 7> Amount of water usage by representative steel companies of Korea·China·Japan

※Source: Hankyoreh Economic Research Institute

<Table 10> Change in water usage by representative steel companies of Korea·China·Japan
(Unit: %, compared to the previous year’s output)
POSCO

Nippon steel

Baosteel

2005

-1

NA

75

2006

6

NA

-16

※Source: Hankyoreh Economic Research Institute
Based on the data included in the sustainability reports, Nippon Steel consumes the largest volume of water per
ton of crude steel. Nippon Steel uses 14.75 tons of water to produce one ton of crude steel. Water consumption
of Baosteel increased by an astounding 75% in 2005 from the preceding year. The increase is due not so much
to changes in its internal process, but to merger and acquisition of other steel companies in adherence with
Chinese government policy. In 2006, there was a 16% reduction compared with 2005.
The table below compares the volume of total water discharge between POSCO and Baosteel.

< Figure 8> Amount of water discharged by representative steel companies of Korea·China·Japan

※Source: Hankyoreh Economic Research Institute

52

East Asia’s Response

HERI Sustainability Management Research

<Table 11> Change in amount of water discharged by representative steel companies of Korea·China·Japan
(Unit: %, compared to the previous year’s output)
POSCO

Nippon Steel

Baosteel

2005

7

NA

147

2006

-4

NA

-54

※Source: Hankyoreh Economic Research Institute

Comparative analysis of the companies’ performance in 2006 shows that POSCO discharged a slightly lower
volume of water than Baosteel because Baosteel discharged 2.19 tons of water to produce one ton of crude steel.
However, the three-year trend demonstrates a steady trend in the volume of water discharge of POSCO, contrary
to a spike in the volume of water discharged by Baosteel in 2005. This is considered a result of an increase in
the volume of water consumed.
Based on qualitative analysis, we cannot say that any one company which particular company performed
outstandingly in terms of having a minimal environmental impact. However, all three companies made progress
year-on-year. POSCO showed a better year-on-year performance except for CO₂ emissions. If its causes for
increasing CO₂ emissions are warranted as explained by POSCO, we can conclude that POSCO has made the
most progress for environmental management among the three companies. With respect to Baosteel,
notwithstanding its significant efforts for environmental management, it still emitted the largest amount of
CO₂. This is apparently because other steel companies that merged with or were acquired by Baosteel over the
last several years do not have a stable environmental management system in place despite the fact that steel
mills owned by Baosteel have stabilized their environmental management system.

2. Environmental performance of representative companies in the electronics industry
and comparison of characteristics
1) Strategy and policy analysis
All three countries have witnessed rapid growth of the electronics industry and are home to world-class
electronics companies. To analyze representative electronics companies in the three countries, this report
examines Samsung Electronics (Korea), Lenovo (China) and Sony (Japan).

<Table 12> Status of representative electronics companies of Korea·China·Japan (2006)
Name of Company

Revenue (KRW)

FG 500 Ranking

Samsung Electronics

85 trillion 430billion

46th

Lenovo

13 trillion 933billion

Not included

Sony

68 trillion 124billion

69th

※Source: Hankyoreh Economic Research Institute

A company-wide CSR management system has not as yet been found in the sustainability report of Samsung
Electronics. However, the company seems to be making significant efforts to establish a systematic
environmental management policy.
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These efforts are visible particularly in its organizational structure. Samsung Electronics runs an Environment
and Safety Committee that is responsible for environment management at the company level, and a bureau
composed of experts and the working-level committee were established under the committee.
In addition, for the purpose of environmental safety, the management system standards of ISO14001
(PlanÆDoÆCheckÆAct) were established to deal with specific issues. Examples are the Green Management
Information System that standardizes and discloses performance assessment relating to environmental safety in
accordance with global trends such as environmental performance assessment and environmental accounting,
and Total Integrated Safety System that is a comprehensive management system for fire prevention and
monitoring. The Waste Management System is a communication channel to promote systematic waste
management and improve waste management of suppliers, which is an example of the well-organized
environmental management of Samsung Electronics. The company also collects and discloses various
environmental data such as consumption/reduction of energy/resources and emissions of air pollutants and
greenhouse gases. The fact that the company is able to provide quantified numbers implies that the company has
a structured system in place.
However, notwithstanding the fact that most of the plants at home and abroad have been certified to ISO 14001
which is specification for the environmental management system, there is no description of detailed and timebound goals and strategies. Moreover, according to the above table, despite performance measurement, efforts
to reduce CO₂ emissions and waste have yet to produce tangible results.
With respect to the environmental management system of Lenovo, the company is now completing a process to
integrate the strengths of IBM’s environmental management into its own management system after acquiring the
IBM’s PC business in 2005. IBM started to build an Environmental Management System as early as the
beginning of the 1990s with the publication of the environmental report. For example, the Environmentally
Conscious Products Program that IBM has conducted since 1991 is a prime example of activities that Lenovo
implemented based on the strengths of IBM.
Lenovo established a company-wide environmental management system in 2001 with certification to ISO 14001,
and the company performs internal and external audits for annual performance evaluation against targets for
reducing emissions of harmful chemical substances and recycling waste. However, it is noticeable that the
company does not have a management system to manage issues and evaluate performance in areas that are
particularly important for the electronics industry such as the volume of waste and recycling. Therefore, there is
a need for improvement so that the current environmental management system includes a wider range of policy
goals. Moreover, it is considered that the company needs to go beyond the annual evaluation of performance
figures to disclose detailed and time-bound goals to stakeholders, in order to raise accountability.
Sony, which has maintained environmental policies since the early 1990s, formulated a corporate vision for
environmental management in the year 2000. Sony’s environmental vision can be summed up very simply as
energy and resource conservation and reuse, reduction of greenhouse emissions, reduction and replacement of
harmful chemical substances and protection of the ecosystem. This vision provides a methodical explanation of
Sony’s approach to the environment. Based on its vision, the company formulated a comprehensive and
company-wide environmental management system in 2003. Subsequently, in 2006, it set a detailed goal called
Green Management 2010 and is now implementing it.
Green Management 2010 has taken the goals included in its environmental vision and set detailed targets.
Accordingly, the company measures and discloses performance against those targets. The company discloses
performance and progress status using its own online database and shows energy consumption, the volume of
waste, etc. generated by each plant and each business unit. With respect to organizational structure for
environmental management, the headquarters drafts a mid- and long-term goal and rules while a regional
department dedicated to the environment monitors progress against the target given to each business unit and
formulates detailed standards and regulations for implementation. Each business unit performs an internal audit
on performance.
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Based on the above, the environmental management system of Sony is generally well-organized, and the
company has come to a state where not only implementation but also performance measurement and monitoring
are underway. Therefore, Sony is considered likely to stay ahead of its Korean or Chinese counterparts in terms
of environmental management.

2) Comparative analysis of sustainability management performance
The table below contains a comparison of greenhouse gas emissions between Samsung Electronics and Sony.

< Figure 9> Amount of greenhouse gas emissions produced by representative electronics
companies of Korea·Japan

※Source: Hankyoreh Economic Research Institute

According to the above table, greenhouse gas emissions of Samsung Electronics and Sony for every KRW 1
billion of sales revenues have increased between 2004 and 2006. Samsung Electronics generated 92.24 tons of
greenhouse gas for every KRW 1 billion of sales revenues in 2006. The volume of emissions was 2.3 times as
much as that of Sony which emitted 39.59 tons for every KRW 1 billion. Nonetheless, when the composition of
sales revenues is examined, while electronic products such as digital media, information communications, home
appliances, semi conductors and LCD displays represent 91% of the total sales revenues of Samsung Electronics,
the ratio is just 77.1 % for Sony. Therefore, it should be taken into account that comparison of greenhouse gas
emissions per given amount of sales revenues does not reflect the fact that the amount of greenhouse gas
emissions varies according to the product.
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< Figure 10> Volume of waste produced by representative electronics companies of Korea·Japan

※Source: Hankyoreh Economic Research Institute

<Table 13> Rate of waste recycling by representative electronics companies of Korea·Japan
Category

Samsung Electronics

Sony

Amount of waste recyling (tons)

173,000

309,213

Recycling rate (%)

89.6

81.2

※Source: Hankyoreh Economic Research Institute

According to comparison of the volume of waste generation, Samsung Electronics has dumped an increasing
amount of waste and generated 6.6 tons of waste for every KRW 1 billion of sales revenues in 2006. On the
contrary, waste generation at Sony has been decreasing, and it threw away just 2.6 tons of waste in 2006. Even
though Samsung Electronics generated more waste for a given amount of money, the recycling ratio of Samsung
Electronics is about 90% as opposed to just over 80 % to Sony, and this would indicate that Samsung
Electronics is better at waste recycling.

3. Environmental performance of representative companies in the automobile industry
and comparison of characteristics
The environment category presents the most fundamental challenges for the automobile industry. Global
warming has led the international community to strengthen environmental regulations, too. The Commission of
the European Community regulates auto makers that violate restrictions on CO₂ emissions, and even the U.S.,
that has never changed regulations on its fuel efficiency standard since 1975, even drafted a bill proposing new
regulations. The long-term sustainability of the automobile industry is determined by fuel efficiency and the
issue of being environment-friendly. Against this backdrop, this section of the report covers research on three
companies including Hyundai Motor Company (Korea), Dongfeng Peugeot (China) and Toyota Motor
Corporation (Japan).
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<Table 14> Current status of representative companies in Korea, China and Japan (2006)
Name of Company

Production volume( Thousand)

Ranking in FG500

Hyundai

2,670,410

76th

Dongfeng Peugeot

939,176

Not included

Toyota

8,093,163

6th

※Source: Hankyoreh Economic Research Institute

1) Strategy and policy analysis
Hyundai Motor Company in Korea laid the foundation for its philosophy of global environmental management
in 2003. Subsequently, the company formulated environmental management strategies applicable to the entire
value chain of the automobile industry and constructed an environment-friendly management system which is
still currently in use. The company also set up a company-wide Environment Committee chaired by the CEO,
the highest decision-making body for environment-related issues, and established three committees for each of
the areas of product, production and environment management, in an attempt to formulate an organic
cooperative system for implementing environment management strategies systematically at the company level.
Moreover, Hyundai named five key tasks for environmental management and has taken some necessary actions,
which epitomize its efforts in environmental management.
In particular, environmental management of Hyundai Motor Company is applied to all of the suppliers that
supply components to Hyundai. For the purpose of encouraging an active response to global environmental
regulations, the company distributes the “Hyundai-Kia Motors Environmental Standard” that contains
mandatory environmental requirements for its suppliers and encourages them to comply with the standard
throughout production of components. This effort demonstrates that environmental management is not confined
to any one organization within Hyundai Motor Company. Instead, it is also applied to the entire value chain of
the automotive industry.
Even though Hyundai’s commitment and efforts in environmental management contributed greatly to the
establishment of the above system, another driving force was the international community’s advocacy of
makers’ responsibility with respect to environmental regulations. Even if its the component supplier who
violates environmental regulations, the international community imposes accountability on the auto maker that
completes assembly at the final stage.
Hyundai Motor Company is making significant investment in tackling the issues of climate change and
reduction of air pollutants and has been active in adopting environmental management practices such as Green
Purchasing and Cleaner Production. Nonetheless, as indicated by the Sustainability Report Review Committee,
what is still missing is collective analysis of how much of a contribution these on-going projects are making to
reducing CO₂ and alleviating air pollution in metropolitan areas.
In addition, despite the recognition that Hyundai Motor Company is globally competitive in terms of high fuel
efficiency and reduction of exhaust fumes, the company is considered to be lagging behind when it comes to
development of alternative fuel vehicles, or in other words, development of environmentally-friendly futuristic
vehicles. Therefore, the company needs to invest more in the development of vehicles such as hybrid electric
vehicles, which still remains a pilot project at Hyundai, as part of its efforts to tackle environmental issues of the
automotive industry more actively.
Toyota Motor Corporation, a Japanese car maker with the largest market share in the global market, also claims
the leading position in environmental management. Toyota is perceived as a global leader in environmentfriendly management, as seen in the fact that the cumulative sales of its hybrid vehicle “Prius” have surpassed
one million since 2000 when overseas sales began after its launch in Japan in 1997. Indeed, the effort that
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Toyota has been making in environmental development is clear, since the company built its image of being
environment-friendly despite the general perception of the automotive industry as potentially environmentaldestructive.
Toyota’s environmental management is well described in its report, too. It provides a systematic explanation of
corporate philosophy that contains the philosophy of environmental management, the Earth Charter, a five-year
Toyota Environmental Action Plan, annual plans and an environmental management system designed to achieve
its goals. Its clear definition of management principles for environmental management, the organization’s
construction of a system designed to implement the principle, and the performance of the system all demonstrate
that the three requirements for environmental management - principle, management system, performance
management - have been met in a systematic way. This indicates that Toyota Motor Corporation built on the
above achievements to position itself as a forerunner of environmental management.
In particular, unlike other car makers that treated environmental investment as cost, Toyota Motor Corporation
connected it with profits. In 1997 when the industry did not pay attention to hybrid vehicles, Toyota Motor
Corporation developed and launched a hybrid vehicle in preparation for stricter environmental regulations of the
future and made a considerable development investment for functional improvement despite low sales records.
As a result, the company succeeded in solidifying its position as a leader in development of environmentfriendly vehicles. Even though the production of hybrid vehicles has yet to boost profits, the company has
already realized intangible benefits by building up its image as an environment-friendly company.
It is true that there is some dispute over Toyota’s image as environment-friendly, claims that its image has been
exaggerated. For example, an environment-friendly image is not consistent with business activities that
advertise a flexible fuel car as an environment-friendly vehicle despite the fact that fuel efficiency of a flexible
fuel car is not much higher than that of a gasoline engine vehicle, or with business activities that increase
production of SUVs that consume a large amount of fuel. Moreover, the company is blamed for participating in
the campaign to obstruct strengthening of regulations on exhaust gases, contrary to its image of being
environment-friendly.
Notwithstanding such criticisms, however, it remains true that ,compared with other car makers, Toyota Motor
Corporation is making various efforts for the environment such as investment in the environment or production
of environment-friendly vehicles. In 2006, Toyota Motor Corporation made an environmental investment of
JPY 249.8 billion, or 2.2% of total sales revenues, and the amount has been increasing every year. In addition,
sales of “clean energy” vehicles have been increasing slowly but steadily and represented 5% of total sales last
year. As examined above, given the fact that without advances in environmental technology, there will be no
future for the automotive industry, Toyota Motor Corporation has been continuing to strive for environmental
management.

<Table 15> Environmental investment of Toyota Motor Corporation and the proportion of sales of
environment-friendly vehicles
Category

2004

2005

2006

Environmental investment (JPY billion)

2,311

2,378

2,498

Percentage of sales of environment-friendly vehicles (%)

3.7

3.4

5.0

※Source: Hankyoreh Economic Research Institute
Chinese-based Dongfeng Peugeot-Citroën Automobile, a joint venture with French-based Peugeot, was certified
to ISO 14001, a standard for environmental management, in 2005. The company collects relevant data every
quarter as part of routine environmental management, conducts an internal audit at the level of production
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organization at least once a year and implements management evaluation of senior executives. The Environment
& Safety Committee convenes three times a year to discuss responses to environmental issues.
Dongfeng Peugeot-Citroën Automobile has set seven major goals for environmental management in order to
achieve environmental performance, and explains relevant action plans and whether it accomplished those goals.
For example, in the endeavor to achieve the goal of raising the green area ratio of Wuhan plant from 71.51% to
85%, it provided description of its plan to plant 9,500 trees and secure 36,000 ㎡ land for grass and treeplanting, together with the confirmation that the goal was achieved in December.
In particular, for each of the factories, the company discloses quantified numbers related to the environment. For
instance, the company gives a detailed explanation of the numbers relating to water discharge, waste and noise
using tables and graphs so that readers can compare the figures against the previous year. However, with respect
to major environmental issues facing the automotive industry such as CO₂ emissions and energy conservation,
the company only declares the basic principle and stops short of indicating a goal.
It was found that environmental policies of Dongfeng Peugeot-Citroën Automobile are disseminated through its
supply chain with its suppliers. In a report published in 2006, Dongfeng pronounced that application of GBT
28001 which concerns safety at the workplace and health management and ISO 14001 which is a standard for
environmental management would be extended to its suppliers.

2) Comparative analysis of sustainability management performance
Environmental performance can be compared from various perspectives, but in this study, we focused on
quantified figures shown in the sustainability reports. For comparability, we used automobile production
volumes and environmental data based on global standards in relation to Hyundai Motor Company and Toyota
Motor Corporation, and used the automobile production volume and environmental data of two business places
in China in relation to Dongfeng Peugeot-Citroën Automobile. We referred to the Automobile Manufacturers
Associations of each country and JD Power Global Car & Truck Forecast to obtain information on automobile
production volumes.

<Figure 11> Co₂emission volume of representative companies of Japanese
and Korean automobile industries

※Source: Hankyoreh Economic Research Institute
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With respect to CO₂ emissions, Toyota Motor Corporation emitted 7.12 million tons according to global
standards in 2006 while Hyundai Motor Company emitted 1.76 million tons. To compare these numbers on a
per production unit basis, Toyota Motor Corporation emitted 0.88 tons for the production of one vehicle while
Hyundai Motor Company discharged 0.66 tons, indicating that Hyundai Motor Company discharged a lower
level of CO₂ compared to Toyota Motor Corporation. The three-year trend shows that the emission levels of
both Toyota Motor Corporation and Hyundai Motor Company are on the decrease.
Comparing the amount of water used, Toyota Motor Corporation used 31,700,000 tons for automobile
production in 2006 while Hyundai Motor Company used 16,850,000 tons. In terms of consumption per
production unit, however, Hyundai Motor Company used more water than Toyota Motor Corporation. The
amount of water Hyundai Motor Company used to produce one vehicle was 6.31 tons, 1.6 times more than the
3.92 tons used at Toyota Motor Corporation. In particular, the three-year trend shows that the amount of water
used by Toyota Motor Corporation is on the decrease while that of Hyundai Motor Company remains at a high
level.

< Figure 12> Amount of water used by representative companies of Japanese
and Korean automobile industries

※Source: Hankyoreh Economic Research Institute

With respect to waste, both Toyota Motor Corporation and Hyundai Motor Company are actively recycling the
waste generated from production of vehicles. Hyundai Motor Company recycles 78% of waste, incinerates
12.8% and buries 4% in a landfill. Toyota Motor Corporation also recycles most of its waste and since April,
2007, it has not buried any waste in landfills. To compare the total volume of non-recycled waste, Toyota Motor
Corporation generated 1,240,000 tons of waste while Hyundai Motor Company generated 490,000 tons. On a
per production unit basis, Toyota Motor Corporation showed a lower waste volume of 0.0115 tons compared to
0.0260 tons at Hyundai Motor Company. In other words, Hyundai Motor Company generated more nonrecycled waste to produce one vehicle. Nevertheless, the three-year trend shows Hyundai Motor Company’s
decreasing its total waste volume per production unit while in Toyota Motor Corporation, the volume moved
upward in 2006 after a continuous decrease. Toyota Motor Corporation attributed the sudden increase to the
inclusion of its affiliates in China in 2006 and onward. Dongfeng Peugeot-Citroën Automobile in China did not
present the exact amount of total processed waste volume but the graph indicates that the total volume has
increased while per production unit volume has decreased.
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< Figure 13> Waste volume of representative companies of Japanese and Korean automobile industries

※ The total waste volume excludes recycled wastes
※Source: Hankyoreh Economic Research Institute
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1. Key Findings
Researchers faced two questions during the study.
Question 1. How deeply do Japanese, Chinese and Korean companies agree with the CSR framework and
details presented by the international community and are they executing them?
To answer this question, HERI examined sustainability reports of three countries including Japan, China and
Korea and came up with four major findings.
First, all companies value environmental management efforts.
Among six categories of the GRI Guideline, the average information disclosure rates of companies in Japan,
China and Korea for the environment category was the highest at 48.8%. A high level of interest in
environmental management has led to the accumulation of information and these high information disclosure
rates. In particular, many of the Japanese and Korean reports included systematic descriptions of environmental
management policies and systems.
Second, the information disclosure rates concerning human rights and social categories were relatively low.
The average information disclosure rate of the society category of the three countries stood at 7.7%, the lowest
among the six categories, followed by 10.7% in the human rights category.
This trend can be interpreted in two ways: First, in human rights and social categories, the unique culture of
each country is an important factor, and companies therefore do not fully accept international standards. Second,
where companies do accept international standards and established principles and policies, the performance has
not been measured yet or was too low to be reported.
Third, companies put special emphasis on anti-corruption and ethical management.
Most companies of the three countries explicitly state strict punishment for bribery, etc. Making the transition
from the pre-modern to the modern era, all three countries suffered corruption problems including collusion
between politics and businesses. As a result, it appears that anti-corruption efforts have been an important factor
in management decision-making processes even before international standards for sustainability management
were applied.
Fourth, government interest significantly affects businesses in each country.
In Korea, the information disclosure rates of sustainability reports are very high. This is in line with the active
encouragement of the Ministry of Knowledge and Economy (previously the Ministry of Commerce, Industry
and Energy) in charge of industrial policies for the issuance of reports. The Ministry of Knowledge and
Economy published its own guidelines, encouraging companies to use them and strongly recommending public
companies to issue reports.
In Japan, companies make a lot of efforts in establishing environmental management systems and enhancing
performance. For example, many Japanese companies adopted environmental accounting principles. This is the
result of active cooperation on the part of companies with government policies intended to deal with
environmental and national health issues raised by the ‘Itai-itai disease,’ etc.
In China, many companies set forth the ‘construction of harmonized society’ as the goal of sustainability
management, and recognize the economic development of underdeveloped regions including the western part of
the country as one of the goals of socially responsible management. This is in line with the governmental policy
goal of constructing a ‘harmonized society.’ It can also be interpreted that businesses recognize sustainability
management as a means of communication that coordinates government policies and business strategies.
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To conclude, companies in Japan, China and Korea consider international environmental standards universal,
prepare policies and issue reports to a relatively high degree. With respect to other categories including human
rights, society, etc., however, they appear to be trying to balance the desire to meet international standards with
the need to coordinate with governmental policy goals.

Question 2. How much do Japanese, Chinese and Korean companies convert their CSR-related company
information to comparable figures?
Among 49 indicators of the GRI Guideline, each item contained in the environmental, labor, human rights,
social and product responsibility categories were reviewed. As a result, it was found that there were only a few
indicators in the environment category that were comparable in terms of the types of business and representative
companies in three countries including CO₂ emissions, waste volumes, the amount of water irrigated,
recycling rates, etc. With respect to other categories, the male/female employee ratio in the labor category was
found to be the only comparable indicator.
In conclusion, except for a few environment-related indicators, the comparability of sustainable performance is
still low. For the sustainability reports to be comparable and assessable as a rational for making investment and
consumption decisions, a lot of complementary measures are needed.
With respect to the environment category, the companies of the three countries willingly accept international
standards as universal standards but in other categories, they refuse to accept universality and are reluctant to
disclose information. Thus, we conclude that the standardization of corporate social performance is a
prerequisite to the generalization of economic decision-making based on corporate social performance including
socially responsible investment or ethical consumption, etc. in the East Asia region. To this end, standardized
assessment and disclosure of social performance by government regulations or self-regulations of companies is
needed.

2. Advice for sustainable development of Japan, China and Korea
Based on extensive examination of sustainability reports of the Fortune Global 500 companies (hereinafter
referred to as FG 500) of three East Asian countries, HERI reached the following conclusion with respect to the
current status of and challenges associated with sustainability management of each country.
Korean companies seem to be late in adopting sustainability management. However, rapid introduction of
sustainability management is evident particularly among large companies. The number of report preparers is
increasing, and large companies included in FG 500 show a relatively high information disclosure rate. Indeed,
a rapid change has been achieved over a relatively short period of time.
However, awareness of sustainability management differs significantly between large companies and small- and
medium-sized companies, and progress in actual implementation varies among companies that adopted
sustainability management. Now is the time for Korea to complete improvements that are still necessary for
sustainability management and help small- and medium-sized companies to prepare for sustainability
management. This is because small- and medium-sized companies cannot be free from social responsibility in
the era of globalization. In the sense that it can even emerge as a new trade restriction, forward-looking
measures are necessary.
The first priority seems to be creation of a governmental organization dedicated to sustainability management
and construction of an organized system at the national level. The government has a role to play because
sustainability management is not only an issue for corporations but also a contributor to creating social values
based on sustainable growth. In addition, Korean companies should do more than just follow in the footsteps or
observe the activities of advanced companies. Given the fact that Korean companies are implementing
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sustainability management relatively rapidly despite being latecomers, they need to shine in the area of
sustainability management now that sustainability management is coming into focus across the world.

In China, sustainability management made a hurried start since 2000 as global companies and the government
initiated the movement. Since CSR was not applied systematically in step with the internal demands of
corporations, a balanced fulfillment of social responsibilities for each area including the economy, environment
and society is lacking. This problem exhibits itself in two forms.
First, many Chinese companies are still confused by the difference between donations and CSR. This
observation is supported by the sustainability reports of Chinese companies that dedicate a significant portion of
the reports to donation activities and pay less attention to human rights or social aspects. There are concerns that
corporations may feel burdened if CSR is simply perceived as donations, contrary to its original concept of a
business activity that enhances corporate competitiveness on its own merits.
Second, companies do not have a systematic management system and talented personnel for sustainability
management. CSR experts in China whom we met during the course of our research emphasized that, for
implementation of sustainability management, construction of the system and a pool of human resources are
more important than anything else. General manager Guo Peiyuan of CSR research institute Syntao told HERI
researchers that “China can take a step toward sustainability management only when it obtains talented people
who understand CSR and a system that measures and manages CSR performance.”
Therefore, the Chinese government and companies should stop focusing on simple donations and instead expand
their horizons to implement CSR as a system for managerial decision-making across the extensive spectrum of
the economy, environment and society. In particular, there should be policy support for personnel training and
for the construction of a system. As the Chinese government has presented and implemented the policy
framework of “good growth from rapid growth” since 2008, dissemination of CSR will be facilitated. Therefore,
it will be important to help to convert the current movement into concrete policies or systems within Chinese
corporations and Chinese society.

Japanese companies took an interest in sustainability management earlier than their Chinese and Korean
counterparts and began to publish sustainability reports about ten years earlier than Chinese and Korean
companies. The know-how in environmental management that Japanese companies have acquired gradually
thanks to their continuous interest and efforts is the most noticeable aspect of their sustainability management.
However, there has not as yet been significant progress in sustainability management relating to issues such as
human rights, labor and anti-corruption. As the title of “community firm” implies, business operation of
Japanese companies revolves around a corporate culture based on internal unity and loyalty. The general
perception has it that employees are the largest asset of the company and will work for the company throughout
good and bad times.
Ironically, this corporate culture causes various limitations with respect to ethical management, and more
specifically, protection of the human rights of employees and anti-corruption efforts. In other words, there
persists a customary practice to treat employees leniently for their wrongdoings. As a result, among issues
related to sustainability management, Japanese companies put great emphasis on ethical management based on
anti-corruption.
However, room for improvement still exists. The reported content shows that the information disclosure rate is
low for human rights and society (anti-corruption). This result might be related to the culture where seniority
and the stature of the company are thought to be important. Opinions of overseas CSR experts converge on this
point. If Japanese companies are to implement sustainability management in accordance with the global
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standard, there needs to be an atmosphere where people can talk publicly about human rights or corruptionrelated issues in an amicable environment.
In conclusion, Japanese, Chinese and Korean companies recognize universality of the global standard included
in the GRI Guideline and have actively embraced it. However, with respect to the society category that includes
human rights and anti-corruption, even though they do not deny its validity, they are reluctant to report concrete
performance. In other words, they have yet to recognize the universality of the global standard in its entirety.
Stephen Hine, head of responsible investment development at EIRIS, a U.K.-based CSR research center, said
that “when I talk with Japanese or Chinese companies, they tend to avoid even mentioning human rights issues.”
This phenomenon can have two implications.
First, East Asian companies agree with details of the global standard (GRI Guideline) with respect to human
rights and other social aspects, but have failed to implement it due to a lack of system and commitment. In this
case, it is important for Japanese, Chinese and Korean companies to produce results by preparing policies and a
system so that balanced implementation is achieved for each category of sustainability management. In
particular, the above measures for the society category that includes human rights and anti-corruption are a
matter of some urgency.
Second, even though East Asian companies agree with the environment category of GRI Guideline, they feel
that the society category is not suitable for them. In other words, there is a lack of consensus. If this is the case,
Japanese, Chinese and Korean companies need to explain to the international community what indicators of
sustainability management are suitable for them with respect to human rights and other social aspects. That is, if
they are not averse to the very fact that the society category is part of sustainability management.

3. Limitations and future challenges of the study
There are four major limitations and future challenges in order to overcome the limitations of this study, as
expressed below.

(1) Limitations GRI Guideline
The GRI G3 Guideline requires presentation of quantified figures in the economic and environmental categories
which make it easy to measure sustainability performance by country and by company. However, such
requirement also presents difficulties in terms of comparative analysis and performance assessment in the
society category as the existence or non-existence of certain systems makes up a large part of the category.
Furthermore, the analysis of non-manufacturing industries (finance, distribution, etc.) is not easy as the GRI
Guideline indicators are centered on the manufacturing industry. There exist industry-specific indicators but
only in the G2 version and the G3 has only drafts. Therefore, its application is still limited.
Accordingly, we believe that if the GRI Guideline is improved to enable further reporting of quantified figures
in the social indicators and if more indicators are added that reflect the characteristics of non-manufacturing
industries, reports including this study will be able to produce more specific outcomes.
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(2) Limitations of reports
There were not many report preparers who also fully complied with core indicators presented by the GRI G3
Guideline. Consequently, we faced difficulties in the quantitative analysis where social performances of
companies domiciled in different countries were compared using the same standards.
In addition, as we were required to mainly analyze data shown in the sustainability reports, comparative analysis
in a comprehensive manner was difficult when comparing reports that limited the data to specific areas
including the economy, environment, society, etc. In particular, due to the voluntary nature of reporting, the
reports mostly focused on information which companies themselves were happy to disclose. Thus, it appears
that assessing the overall sustainability management performance of an company based solely on the contents of
the reports and encouraging report-readers to make investments in the company will have limitations.
It seems that if governments or self-regulating bodies could recommend that companies disclose information on
some core indicators for a regional group, with Japan, China and Korea using the same standards, more studies
and analysis on socially responsible investment will be conducted.

(3) The scope of study
The study subjects included only Japanese, Chinese and Korean companies and therefore, a comparative
analysis of U.S. or European companies, leaders in CSR, was not conducted. Moreover, the representative
industries covered in the study were limited to manufacturing businesses such as steel, electronics, automobile
and consumer goods. Consequently, the social performance of non-manufacturing businesses was not assessed
and the characteristics of manufacturing businesses and non-manufacturing businesses could not be compared.
In the future, we will need to collect data of European and American FG 500 companies for comparative
analysis. In addition, we will also need to conduct a comparative analysis of quantified social performance of
non-manufacturing businesses and compare intra-business and inter-business data.

(4) The method of study
In our initial preparations for the study, we were more focused on the assessment of quantified performance than
on information disclosure rates. As a result, the information disclosure rates were simply given zero or one point
depending on whether the information was disclosed. Consequently, even companies with policies and systems
in place were given zero points if the performance was not disclosed. So, differences among companies relating
to policies and systems were not identified.
Going forward, we need to segment information disclosure rates in more detail, compare businesses with or
without policies and systems and trace the future performance of companies which have policies and systems in
place.
Additionally, while this study included only English reports of Japanese and Chinese companies, we will need
to cover reports issued in their own respective languages. Furthermore, we assumed that the contents of each
report were final and did not confirm them with individual companies. Thus, if the contents are wrong, the study
results will have reflected those errors. In the future, we need to confirm the contents with companies in order to
ensure accuracy.
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Appendix 1. Company-specific comparison of information diclosure rate
<Table 16> Information disclosure rate of Companies of Korea·China·Japan
Ranking

Name of Company

Country

Overall

Economy

Environment

Society

1

Baosteel

China

59.2

85.7

58.8

52.0

2

China Ocean Shipping

China

57.1

57.1

64.7

52.0

3

Hyundai Motor

Korea

55.1

28.6

70.6

52.0

4

Korea Electric Power

Korea

51.0

85.7

47.1

44.0

5

Mazda

Japan

44.9

42.9

52.9

40.0

5

POSCO

Korea

44.9

57.1

52.9

36.0

7

Sony

Japan

40.8

28.6

64.7

28.0

7

NYK: Nippon Yusen

Japan

40.8

28.6

64.7

28.0

7

Sumitomo Chemical

Japan

40.8

28.6

70.6

24.0

10

Tokyo Electric

Japan

38.8

28.6

47.1

36.0

10

Canon

Japan

38.8

14.3

58.8

32.0

10

Ricoh

Japan

38.8

28.6

64.7

24.0

10

Hitachi

Japan

38.8

28.6

64.7

24.0

10

Fujifilm Holding

Japan

38.8

14.3

58.8

32.0

10

SK Energy

Korea

38.8

14.3

64.7

28.0

10

KT

Korea

38.8

57.1

35.3

36.0

17

Matsushita Group

Japan

36.7

28.6

76.5

12.0

17

TOSHIBA

Japan

36.7

28.6

58.8

24.0

17

Samsung Electronincs

Korea

36.7

28.6

58.8

24.0

17

Sharp

Japan

36.7

14.3

64.7

24.0

21

Kajima

Japan

34.7

28.6

58.8

20.0

21

Chubu Electric Power

Japan

34.7

14.3

58.8

24.0

21

Fujitsu

Japan

34.7

14.3

76.5

12.0

21

Sanyo

Japan

34.7

14.3

64.7

20.0

21

Sumitomo Electric

Japan

34.7

14.3

64.7

20.0

26

Toyota

Japan

32.7

42.9

41.2

24.0

26

NEC

Japan

32.7

14.3

76.5

8.0

26

Nippon Steel

Japan

32.7

42.9

52.9

16.0

26

Komatsu

Japan

32.7

14.3

58.8

20.0

26

East Japan Rail

Japan

32.7

28.6

64.7

12.0

31

Cosmo Oil

Japan

30.6

14.3

58.8

16.0

31

Mutusubishi

Japan

30.6

42.9

41.2

20.0

31

AEON

Japan

30.6

28.6

47.1

20.0

34

Mitsui

Japan

28.6

28.6

35.3

24.0

34

China National Petroleum Corporation

China

28.6

28.6

41.2

20.0

36

NTT

Japan

26.5

14.3

52.9

12.0

36

Mitsubishi UFJ Financial Group

Japan

26.5

14.3

47.1

16.0

38

Nippon Oil

Japan

24.5

14.3

47.1

12.0
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38

China Mobile

China

24.5

14.3

23.5

28.0

40

Aisin Seiki

Japan

22.4

28.6

29.4

16.0

40

Nissan

Japan

22.4

42.9

11.8

24.0

40

Marubeni

Japan

22.4

14.3

41.2

12.0

43

Itochu

Japan

20.4

14.3

29.4

16.0

43

Mitsui Sumitomo Insurance

Japan

20.4

28.6

35.3

8.0

43

Sinopec

China

20.4

42.9

23.5

12.0

43

CNOOC

China

20.4

28.6

23.5

16.0

43

State Grid

China

20.4

28.6

5.9

28.0

48

JAL

Japan

18.4

14.3

17.6

20.0

49

Honda

Japan

16.3

42.9

5.9

16.0

50

China United Telecommunications Corporation

China

14.3

28.6

5.9

16.0

33.2

29.4

48.8

23.6

Average

Appendix 2. Third-party verification status and reporting reference used by subject
companies
< Table 17> GRI guideline reference and third-party verification status of Korean companies
Name of Company

GRI G3 guideline reference status

Third-party verification

Hyundai Motor

O

O

POSCO

O

O

Korea Electric Power

O

O

KT

O

O

Samsung Electronics

O

O

SK Energy

O

O

※Source: Hankyoreh Economic Research Institute

<Table 18> GRI guideline reference and third-party verification status of Chinese companies
Name of Company

GRI G3 guideline reference status

Third-party verification

COSCO: China Ocean Shipping

O

O

Baosteel

O

X

China National Petroleum Corporation

O

X

Sinopec

O

X

China Mobile

O

O

CNOOC

X

X

State Grid

O

O

China United Telecommunication Corporation

O

X

※Source: Hankyoreh Economic Research Institute
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<Table 19> GRI guideline reference and third-party verification status of Japanese companies
Name of Company

GRI G3 guideline reference status

Third-party verification

1

Honda

X

O

2

Toyota

X

O

3

Nissan

O

O

4

Mazda

O

O

5

Mitsubishi

X

X

6

Tokyo Electric

X

O

7

Canon

O

O

8

Ricoh

X

O

9

Matsushita Group

O

O

10

Nippon Steel

O

O

11

Mitsui

O

O

12

Kajima

X

O

13

Mitsubishi UFJ Financial Group

O

O

14

Mitsui Sumitomo Insurance

X

O

15

AEON

X

O

16

(NYK) Nippon Yusen

X

O

17

Aisin Seiki

X

X

18

Fujitsu

O

O

19

NEC

O

O

20

Hitachi

O

X

21

Sony

X

O

22

Toshiba

O

O

23

Sanyo

X

O

24

JAL

X

O

25

NTT

X

O

26

Komatsu

X

O

27

East Japan Railways

X

O

28

Marubeni

X

O

29

Sumitomo Chemical

O

O

30

Itochu

O

O

31

Nippon Oil

X

O

32

Cosmo Oil

O

O

33

Chubu Electric Power

X

O

34

Sharp

O

O

35

Fujifilm Holdings

O

O

36

Sumitomo Electric

X

O

※Source: Hankyoreh Economic Research Institute
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Hankyreh Economic Research Institute(HERI)
Hankyoreh Economic Research Institute (HERI in short) is a thinktank aiming to act as a bridge connecting
business and society. We at the Hankyoreh Economic Research Institute are focusing our research on corporate
social responsibility & Social enterprise. We publish reports and books; perform consulting projects; and run
educational programs to share our research outcome.
Our research is focused on the areas of business & society and social enterprise and nonprofit management. We
seek to engage people in all parts of society in developing real solutions for a healthy and socially responsible
economic environment.
HERI’s research is in the area of sustainability management encompasses both corporate social responsibility
and social enterprise management. In addition, we are actively engaged in philanthropic initiatives
We help various enterprises, redefining and restructuring the goals of non-profit organizations and drawing up
plans. In addition to producing an annual sustainability reports, we also operate the School of Sustainability
Management and HERI MBA for Social Entrepreneurs.

Citizens Action Network (CAN)
a Network of various idea and action for the better world
Citizens' Action Network(CAN), founded 1999, is a Shmin-danche(civic organization) advocating the
'alternative civic activism' in the Information Era.
In 1999, there were various Shmin-danche growing rapidly in South Korea. Especially, the success of several
campaigns -'Real-name financial transaction system,' 'Minority shareholders' rights,' 'Nakchun-naksun-undong
in general election 2000,' etc.- had guaranteed great social influence and accountability on Shmin-danche. In
addition, the number of non-governmental organizations (NGOs) was increasing rapidly all over the world. But
to that extent, the criticism was also deepening on the organizational democracy, morality, and transparency.
Concerning these circumstances, CAN stressed the idea of alternative civic activism as a critical concept of
organizing. It argued the problem of the existing Shmin-danche was the abstractive concept of 'citizen,'
centralized structure, overly various issues, one-sided advocating, and lack of organizational democracy. And
then, it promoted, self-reflective citizen, specific issues, direct action, and proper organizational democracy.
During the last six years, CAN partially succeeded in performing these subjects. Firstly, it called attention
successfully to the issues of taxpayers' right, privacy protection, accessability to information, and corporate
social responsibility. Secondly, it pioneered in online networking and mobilization as an effective way to
activate direct civic action. Thirdly, it passed over the initial instability with sufficient administrative rules, for
example, transparency, responsibility, and procedural democracy.
Despite these results, there are several problems to be solved. First, one-side advocating remains as a leading
methodology. Second, financial base is not yet stable. Third, direct civic action is still under experiment.
Now, CAN is an organization in the transition stage, making slow but steady progress from the existing Shmindanche to the alternative civic activism. For the sustainable organizational development, CAN is changing the
interior and exterior circumstances to obtain sufficient human resources and financial base.

Global Compact Korea Network(GCKN)
It has already been 60 years since the establishment of the UN and even till today, its purpose to strive for
peace-keeping and world prosperity still remain. In the midst of our world developing as a global village in the
progress of globalization, disputes, be them large or small, still exist; delay in global development, income
disparity, infringement of human rights, political, economic and social issues especially the severity of climate
change (even from an environmental slant) is provoking many problem areas. For this reason, there have been
many efforts to counteract these issues; the UN now has to face these challenges as well.
In the same vein, UNGC was established in 2000 with the concentrated efforts of the international community.
Through the performance of business’ CSR (Corporate Social Responsibility), the international community is
able to promote the challenge against many issues of globalization. The participating businesses can liaise with
society members and are leading in creating a sustainable and all encompassing world economy.
Already 3,100 global businesses and 4,200 members of the UN Networks are participating in with us and have
committed to keeping a watchful eye on their activities. Already 80 national networks have been organized.
Established on 4th September 2007, the Korea Network is working with 114 participating businesses who have
gathered for the same purpose. On the 2nd July 2007, the Korea Network seeded the first Sponsors’ Meeting.
On 17th September of the same year, the first Annual General Meeting took place. From this, various activities
have been launched with the purpose of raising awareness.
We anticipate a successful participation of our businesses for this purpose.
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